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ABSTRACT
This dissertation presents a multilevel comparative approach to investigating the degree
to which Japanese knowledge-driven work systems are implemented and internalised in
the UK business system. The focus is on processural and structural limits to accepting
structural, cultural, control-related and technological practices of Japanese multinational
corporations. The study addresses the national and local institutional, organisational and
group levels in order to consider the contextual embeddedness of work systems. There is
diffusion.
between
interest
in
interplay
the
the
of
context
and
process
an
examining
Whitley's (1999) work on divergent capitalisms is furthered here by linking structures to
micro-level social action in which they are implicated.

The study is based on qualitative case studies that systematically compare the ways in
firms
in
UK
two
knowledge-driven
Japanese
subsidiary
work systemsare adopted
which
interviews
draws
73
It
Aglo-Japanese
technical
on
semi-structured
collaboration.
and an
April
2000,
1998
between
August
in
Japan
UK
participant
the
and
conducted
and
factory
in
Japan.
firms
tours
in
the
week
and
over
one
subsidiary
observation carried out
The study concludesthat firms face a double barrier in the adoption of work systemsin
the form of, first, institutional embeddednessat the national level, and second,
distinct
firm
level.
Nationally
the
tacit
social
at
work systems
embeddednessof
institutions show divergence in business systemsacross countries and local institutions
business
Organisational
divergence
to
and
system.
a
national
within
particular
point
initiatives
(management
highlight
the
and
actors
of
characteristics
role
group
interpretation of alternative work systemsby adopters). The research findings suggest
that firms attempt to locally interpret alternative work systems rather than submit to
environmental pressures towards isomorphism. There is an enactment through social
patterns of interaction in organisations,hence a variation in actors' responseto similar
practices and proceduresdiffused from highly institutionalised settings.
Keywords: historical neo-institutionalism, divergent capitalisms, embeddedness,
diffusion of Japanese work systems, tacit and explicit knowledge, limits to
internalisation, UK national businesssystem.
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CHAPTER

1

INTRODUCTION

This thesis is concernedwith the influence of national and local institutional variation on
the internalisation of Japanesework systemsin the UK automotive manufacturesector. In
this introductory chapterthe context of the study is discussed,and the researchquestions,
which have guided the research process, are made explicit. The discussion on the
significance of the research is followed by an outline of the research design and an
overview of the general structureof the thesis.

1.1

Problem Statement

There is a growing body of literature on work systemsdiffusion (e.g. Richter and Vettel,
1995; Mowery et al., 1996). Researchershave adopted a comparative researchapproach
to work systems diffusion from a variety of angles such as the following: the labour
lean
the
process and
production perspectives within the Japanisation literature (e.g.
Stewart, 1998; Womack et al., 1990 respectively), the user-oriented perspective in the
innovation processesliterature (e.g. Scarbrough et al., 1998); and the historical neoinstitutional perspective within the neo-institutional literature (e.g. Whitley, 1999b, see
Chapter 2). However, there are marked differences acrosstheseperspectiveswith regard
to: (i) a processural or structural/technical focus, (ii) an intra-firm or inter-firm level of
investigation, (iii) a referenceto universal or embeddedframework and (iv) the objective
or context-dependentview of work systemsdiffusion (see chapter 2). This study adopts
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the historical neo-institutional

perspective to highlight

the institutional

limits to the

diffusion of work systems across nations. Few attempts have been made to shed light
upon the difficulties in implementing alternative work systems in cross-national settings.
For instance, tools requiring human interaction can be more complex to diffuse to a new
institutional setting, given their high tacit component (Lillrank, 1995). Although attention
is paid to the influence of institutional

characteristics on the extent to which work

systems are diffused within the innovation processes literature (Swan et al., 1999), this
has not provided a systematic comparison of the context-bound nature of work systems

diffusion. Moreover, work systems themselves are not considered as a key learning
been
limited
has
literature.
There
in
innovation
the
attention to macro
activity
processes
diffusion processesat an industry or a national level and the focus has been on internal
firms.
Although
`knowledge-intensive'
innovation
design
within
particularly
processesof
an investigation of both the structural components and processes of work systems
diffusion in the manufacturing sector can benefit from the arguments drawn from the
innovation processesliterature, a more systematicapproachto identifying structural and
in
is
diffusion
by
limits
theory
to
that
the
needed
neo-institutional
as
provided
processural
the presentstudy.

Researchon work systemsdiffusion commonly adopts the objectified view of diffusion
processes that reflects the interest in tangible characteristics such as structure and
technical systems (see Chapter 2). This is illustrated by economic accounts of work
systems diffusion within multinational operations (e.g. Marton, 1986; Prahalad and
Hamel, 1990; Kogut and Zander, 1992; Bresman et al., 1999). For example, Kogut and

2

Zander (1992) propose that multinational

corporations economise on the costs of

diffusing knowledge embedded in work systems through `a set of high-order organising
principles'.

There is an attempt in such studies to link knowledge to a performance

outcome (e.g. Leonard-Barton, 1995; Makino and Delios, 1996; Buckley and Carter,
1999). In this sense, the firm is treated as a repository of capabilities or competence, and
knowledge is seen as an objectified commodity (Winter, 1988; Barney, 1991; Fransman,
1994; Teece and Pisano, 1994, see Section 2.1.2 in Chapter 2). The social dimension of
work systems diffusion, which is taken as situated or context-dependent in the present
study, is ignored in the objectified view. The limits to the diffusion and embeddedness of
work systems in institutional

settings are not acknowledged. In contrast, there is a

growing consensus among neo-institutionalists that the institutional environment is an
important

influential

Hollingsworth

factor

with

regard

to

inter-organisational

structures

(e.g.

et al., 1994). In other words, social institutions, such as the state or the

public training system, can hinder or facilitate the diffusion of work systems (Whitley,
2000b). As will be explained in Chapter 2, the key social institutions that are seen as
shaping capitalist systems,and, in turn, work systemsor organisationalpractices, include
the state, financial system, public training system, legal system, authority relations and
union strength. Crucially, social institutions can constrain or promote the diffusibility of
work systems across different countries. This debate is highlighted by the convergence
versus divergence arguments in Chapter 2 (see sections 2.1.3.2 and 2.1.3.4.1). A
systematicresearchinto work systemsdiffusion, which incorporatesthe role of actors in
internalising new practices by infusing them with values, can further macro-level
explanations of the diffusion process.Although a number of comparative studies on this
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subject have shown variation in the internalisation of work systems across different
capitalist systems (e.g. Sako, 1992; Lane, 1996), evidence from these studies is confined
to the macro level. The dynamics of how diffused work systems are shaped within the
firm have received less attention. Clark's (1987) work on macro- to micro-level analysis
of the way `work templates' are appropriated is one of the few exceptions. Actions are
seen as predetermined by institutional legacies in such comparative, studies, and hence the
role of management and the editing of alternative work systems by employees remain
largely ignored. The diffusion of work systems embedded in institutional processes and
organisational members' mental constructs and norms of conduct (Child and Rodrigues,
1994) can be constrained by the regularised patterns of human interaction

in

organisations. An attempt is made in this research to complement the national level
discussions with the firm level by providing an analysis of the social patterns that shape
the internalisation process. Both `structure and flow' aspects of the diffusion process are
addressed (Sorge (1996), see Chapter 2).

1.2

Objectives of the Research

This study investigates the structural and processuralelements in the diffusion of work
from
Japanesemultinational corporations (MNCs) to affiliate firms in the UK.
systems
Affiliate firms in this context represent UK subsidiary and collaborating firms of
Japanesemultinationals. Furthermore, work systems are defined here as organisational
practices that are driven by people's knowledge, ideas and suggestions.They are, hence,
labelled as knowledge-driven. They constitute work patternsthat are "the product of over
three decades of continuous improvement in Japan" (Cutcher-Gershenfeld et ah,
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'
17).
1998:

The research focuses on the degree to which Japanesework systems are implemented and
internalised within the UK business system (see Chapter 2). Japanese companies are seen
institutionalised
diverse
to
that
rules.
conform
example of work systems
as providing a
The distinctive

dominant
based
firms
that
Japanese
the
premise
on
are
aspects of

in
relation to specific areas, such as work systems, reward systems, and
practices
be
identified
distinctive
form
that
to
may
configurations
employee governance, combine
in
2).
Chapter
2.1.3.4.2
(1996),
(Whitley
business
`national
see
section
system'
as a

The presentstudy focuseson the degreeto which strongly institutionalised Japanesework
internalisation
is
There
the
of
UK
diffused
be
on
the
to
an
emphasis
context.
systemscan
Japanese work systems by employees rather than a mere replication of a source
internalising
that
is
The
the
goeswith
to
of
active
process
reflect
aim
company's systems.
implementing work systems, as well as to highlight the structural limits to accepting
in
localised
highly
knowledge-driven
When
work systemsare
alternative work systems.
to
in
they
can
prove
through
contexts,
action
specific
engagement
characterand acquired
be `sticky' to diffuse to foreign firms (Szulanski, 1996). This is especially the case in
Japan, where the activities of a `highly co-ordinated' business system (Whitley, 1999b)
highly
implicit
in
rules and social norms.
out
accordance
with
are generally carried
`Compromise' (Sharpe, 1997), or `hybrid' (Abo, 1994) solutions are common where
Japanesebelief systems,which are not readily compatible with those of the adopter firm,
I In
become
decisions
tasks
at
arriving
and
other words, particular meansof solving problems, carrying out
institutionalised over time with the influence of past and presentactions,beliefs and interests.
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are diffused to `foreign' contexts (e.g. Besser, 1996; Mair, 1998b).Work systems,in this
study, are seen as embeddedat two levels: in the form of institutional embeddednessat
the national level and tacit embeddednessat the firm level (see Chapters 2 and 3).
Embeddedness,which reflects behaviour that is aimed at sociability, approval, status and
power, incorporates the impact of social structure and social relations on production,
distribution

or

consumption

(Granovetter,

1985).

In

this

study,

macro-level

embeddednessaddressesthe nationally distinct characteristicsof social institutions, such
as legitimacy of Japaneseand UK businesssystems,including structural characteristicsof
organisations and human resource management (HRM)

systems. Micro-level

embeddednessaddressesthe difficulty in the diffusion of work systemsdue to the tacit
nature of Japaneseknowledge-driven work systems (see Chapter 3).

This study specifically investigatesthe extent to which structural (shift to team structure),
cultural (value and norms that constitute the philosophies which underlie the structural
and technical elements of continuous improvement schemes such as emphasis on
training), control-related (perceived exercise of power) and technological (advanced
production systems technology that is needed for the efficient running of technical
systems)practices are acceptedand put to use by UK adopter firms. In order to do so, the
nature of the influence of local institutional (such as location site and skills base of
labour), organisational (such as company size and age, nature of diffused work systems)
and group (such as attitude of teamstowards alternative work systems)characteristicson
work systems diffusion is examined. The institutional (such as business systems
compatibility), organisational (such as organisational structure and culture) and group
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levels (such as commitment by the adopting team) are addressed in an effort to consider

the contextual embeddedness
of work systems.

With regardto the aim of this study, the central questionmay be formulated as follows:

What is the impact of national and local institutional variation on the
diffusion of knowledge-driven work systems in multinational corporations'

internationalisation efforts?

This question can be subdivided into theoretical and empirical questions:
At the theoretical level:
i.

What are the key attributesof work systemsdiffusion?

ii.

Which characteristicsat institutional, organisationaland group levels are likely to
have an impact on the diffusibility of work systemsacrossnations?

At the empirical level:
iii.

Which characteristics are likely to either hinder or facilitate affiliate firms'
adoption of multinational corporations' work systems?

The answersto questions (i) and (ii) are drawn from the literature and form the building
blocks for the construction of an analytic schema.This schemaguides the field study and
the subsequentanalysis involved in this research, which are intended to provide the
for
basis
forms
(iii).
(iii)
The
to
to
the
question
empirical answer
answer
question
addressingthe central researchquestion.
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1.3

Significance of the Study

Empirical studies of the social constitution of work systemshave been limited despite
exceptions such as-Sorge(1991) and Kristensen (1996). To date, researchhas tended to
focus on technological (e.g. Marton, 1986; Jeremy, 1992) and/or structural characteristics
(e.g. Littler, 1982; Womack et al., 1990) of such systems.It is too common merely to
look for piecesof the work systemthat one can benchmark and adopt. Rather, the overall
approach to work and an integrated understanding or insight into these systems merit
more attention in establishing similar systems overseas (Cutcher-Gershenfeld et al.,
1998). In the light of the current stateof developmentof the literature, this study is aimed
internalisation
Japanese
institutional
influence
the
the
on
of
peculiarities
at explaining
of
look
incorporates
in
to
UK.
The
the
at
a
process-oriented
perspective
work systems
study
the underlying reasonsfor the difficulties encounteredin the diffusion of work systems
from `strongly institutionalised' contexts to those of `weaker institutionalisation' (e.g.
Inkpen and Dinur, 1998, see Chapter 3). It investigatesnot only power and governance
(as do the advocatesof the labour processperspectivewithin the `Japanisation'literature)
and technological and structural contingencies(as do the advocatesof the lean production
perspective),but also the social dimension of work systemsdiffusion, such as the role of
people in blending and redesigningwork systems.In crude terms, this study examinesnot
2
but
only structures,
also workers' responseto those structures. It acknowledgesthe idea
that employees are a vital component of work systems, based on the premise that
"technology [cannot] be separated from the knowledge, skills and motivation of the
workforce" (Cutcher-Gershenfeldet al., 1998:viii).

8

At a firm level, the study addressesthe need to explore the impact of tacit knowledge or
knowledge
that is embedded in habit, skills, routine, practices
practical
experiential,
and/or teamwork (Polanyi, 1966) on the diffusibility of work systems.Tacit knowledge is
increasingly seen as an important constituent of scientific and technological inputs to
innovation (e.g. Pavitt, 1984; Dyer and Nobeoka, 2000). For instance,Pavitt (1984:343)
is
knowledge
is
information
"most
that
that
technological
generally
not
contends
in
firms
but
to
cumulative
and applications,
specific
applicable and easily reproducible,
development and varied among sectors in source and direction". Furthermore, Senker
(1995a:106) arguesthat

in
knowledge
third
all
used
of
one
around
external sources contribute
innovation... Of the remaining two thirds which are obtained internally, half
is knowledge which is personally held by company staff as a result of
half
is
the
other
generated
whilst
previous education and work experience,
mostly as a result of RD&D.

Senker acknowledges that tacit knowledge is an important element of the knowledge
diffused through personalnetworks.

This research constitutes a multilevel, interdisciplinary study, drawing upon arguments
from and contributing to both the historical neo-institutional perspective within the neoinstitutional literature and the user-orientedview in the innovation processesliterature. It
exposesthe historical neo-institutional perspectiveto the appropriation of knowledge at

2 As Florida and Kenney's (1991) research
suggests,examination of structuresalone can easily lead one to
conclude that the `Japanese'model is successfullydiffused to the foreign context.
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the front-line of manufacturing or engineeringoperationswithin organisations.The study
also incorporates a more processural discussion of work systems diffusion into the
historical neo-institutional perspective,where the researchfocus tends to be at a macro
level. As regardsthe user-orientedperspectivein the innovation processesliterature, this
discussion
knowledge
floor
the
to
extends
on
shop
of
study
a new empirical context-the
from
car
component
a
manufacturer-away
widely-researchedcontext of 'knowledgeintensive' firms. Attention to the internalisation of alternative work systems by factory
innovation
by
in
has
been
disregarded
the
operating
researchers
operators
essentially
limit
investigations
have
literature.
Rather,
to sectortended
to
their
processes
scholars
specific knowledge diffusion processes in consultancies, software companies and
innovation centres (e.g. Lahti and Beyerlein, 2000). Their focus has been on the process
diffusing
development
the
technology
than
organisational
of
on
process
of
rather
structuresand processes,including HRM activities.

In addition, micro firm-level discussions of the appropriation of work systems in this
in
by
systems
study are supplemented macro-level argumentsof embeddednessof work
distinct institutional settings at the national level. The study addressesmultiple levels
(specifically institutional, organisational and group levels) in order to attain theoretical
saturation3and a robust explanation through comparative study, as well as to elicit the
context-bound nature of arguments.Investigation of the diffusion of work systems may
not be revealing unless it is carried out alongside an examination and comparative
analysis of when and how the phenomenonoccurs. The consequencesfor management
and workforce in various groups, both within and acrossfirms and nations, also need to
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be considered.The multilevel approachis identified as a useful method for integrating
macro- and micro-level constructs, for variables from multiple levels of analysis can
influence the diffusion of work systems(e.g. Kostova, 1999).

Although the historical neo-institutional perspectiveadopted in this study addressesthe
historical context of work systems or path dependenciesthat provide a sense of
mechanismsand limits to diffusion (see Section2.1.3.4.1 in Chapter2), it is not sensitive
to possible divergence in the internalisation of work systems across different local
institutions within the same national business system. Hence, the framework here is
further refined by acknowledging the likely impact of local institutional characteristics,
diffusion
Few
firm,
location
the
the
of
alternative
work
systems.
such as
on
site of a
impact
differences
likely
(e.
have
Porter,
1990)
the
on the
of national
studies
g.
suggested

diffusion of technological innovation. However, these studies have been "inadequate in
explaining the dynamics of innovation diffusion processes"due to their neo-classical
approachto explaining different rates of adoption acrossnations (Swan et al., 1999:906).

1.4

Research Design

This researchadopts a comparative approachto investigating the ways in which Japanese
work systemsare adopted and sustainedin affiliate firms of JapaneseMNCs in the UK
automotive manufacture sector. The processof diffusing work systemsforms the central
unit of analysis. From a methodological perspective, the study looks at underlying
processes(e.g. Sharpe, 1999), not only structures(e.g. Abo, 1994). This enablesongoing
3 In other words, the

national level differences in outcome can be supplementedby the firm level.
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investigation
here
be
is
in
It
that
to
an
assumed
examined
a
nonstatic
manner.
processes
interwoven
is
that
to
work systems
of processes can reveal a set of meanings attached
incorporate
that
The
technology.
are
systems
work
elements
and
structural
structure
with
infused with value. The challenge here is to understand both the structural aspects and the
diffusion
Moreover,
the
to
them.
subjective meanings attached

process is largely

investigated from the adopter company's perspective, as it is felt that "diffusion begins
(Cutcher-Gershenfeld
but
Rogers4
terms
the
the
et al.,
adopter"
with what
sender
not with
1998:42). However, it should be noted that the supply side of the diffusion process is not
As
Newell,
1993).
(Clark
by
Rogers
is
detached
powerful
and
as
assumed
neutral and
facilitate
hinder
decisions
the
influence
to
potential users'
or
the
parties,
supply side can
ability to use an innovation (ibid., p. 70).

Qualitative case studies, which draw on semi-structured interviews, participant
in
UK
document
the
factory
subsidiary
tours
conducted
analysis, are
and
observation,
firms of JapaneseMNCs (a brownfield and a greenfield site) and in an Anglo-Japanese
5
technical collaborations The aim here is to observe the degree to which institutional
variation

between Japan and the UK

influences

the internalisation

of Japanese

knowledge-driven work systems in the UK. The two countries involved in the study are
fundamental
(Whitley,
1999b).
The
institutional
settings
seen as constituting contrasting
line of reasoning underlying this study is that institutional,

organisational and group

hinder
facilitate
degree
to which source company's work
the
or
characteristics can
systems may be internalised by adopter firms (see Figure 1.1).
4 The authors refer to Rogers' (1983) work, entitled Diffusion of Innovations, third edition. New York:
Free Press.

12

Figure 1.1 Schema for Diffusion of Work Systems'

National and
local institutional
contexts

Organisational
context

Group context

Implementationof work systems

1

Internalisation of work systemsby the adopterfirm
j
Existing
work
systems

L

LTranslation/
editing of
work
systems

Resulting
nature of work
systems

Source: Seetext
In the schema in Figure 1.1, which will be further developed in Chapter 2, the
implementation and internalisation of work systems (which are seen here as the
degree
The
diffusion
form
the
the
of
central unit of analysis.
process)
components of
internalisation by employeesat the adopter firms may be explained by linking it to the
institutional,
of
nature
organisational and group characteristics. The three-level
characteristicsthat are consideredparticularly relevant in this respect are drawn from the
literature and are labelled here as key characteristics.

Bearing in mind the aim of this study, the sampled cases need to contain detailed
5 The choice for the selection of this
methodology will be detailed in Chapter4.
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descriptions of the extent to which work systems are diffused and the nature of social
institutions at the national and local levels in the automotive manufacture sector. In this
way, key institutional, organisational and group characteristics that can influence the
degree of implementation

and internalisation

of alternative work

systems may be

identified (e.g. Whitley, 2000a).

The empirical setting of this study is the automotive manufacture sector. It represents an
important industry from the standpoint of national competitiveness. The number of
Japanese manufacturers in Europe increased by 16 during 1997 to a total of 859, with UK
EU.
EU
30
the
the
its
lead
(247
total)
the
of
over
rest
cent
of
per
manufacturers,
retaining
The UK also had the highest number of new investments during 1997. "Fhere were 362
at end-1997, of which the UK hosted 127 (35 per cent), Germany 66 and France 50"

(News and Notes section of Euro-JapaneseJournal, 1999:59). It is claimed that "the
in
has
in
UK]
latest
[in
the
the
a
revolution
resulted
working practices
adoption of
in
1999).
Furthermore,
(Invest
Bureau,
Britain
the
and
manufacturing skills
performance"
best
in
factories
from
is
UK
the
to
the
the
said
rival
of
output
quality and productivity
world-including

Japan-due to the diffusion of `lean' manufacturing systems and a

commitment to continuous improvement. The selection of the automotive manufacture
sector allows one to investigate the possible limits to the adoption of Japanesework
systemsdue to the heavy emphasison the transfer of the `Japanese'model to this sector.
The number of Japaneseinvestmentsis greater within the automotive sector than it is in
other sectors,such as semiconductors;chemical, plastic, pharmaceuticaland health-care;

6 The flows in this schemashould
not be seenas uni-directional.
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textile and apparel; and food and drinks? (see Table 1.1). Hence, these companiesserve
influential
more
as
players in the host country's economic performance than those in
areasof lower investment. The influence they exert in diffusing work systemsto the UK
be
is
There
easily
observed.
can
more
also the argument that innovative activities are
concentrated in most countries in relatively

few firms,

make particularly

which

significant contributions within the chemical, electrical and electronic, aerospaceand
important
in
is
(Pavitt,
1991).
The
MNC,
this
context,
seen
as
an
automobile sectors

for
decisive
institution
that
world-widevehicle technologicalinnovation
social
actsas a
linkages
density
its
diffusion.
in
Its
the
among
of
cross-border
growing
and
catalytic role
(Ghoshal
for
firms
it
the
change
organisational
major agents
nations and
makes one of
and Westney, 1993).

Table 1.1

Japanese Foreign Direct Investment in the UK by Product Category
Number of Companies

Sector
Semiconductorsrelated industry

4

(2%)

Automobile and automobile parts

35

(15%)

Machinery and engineering

34 (14.5%)

Chemical, plastics, pharmaceutical&
health-care
Textiles and apparel

27 (11.5%)
17

Food and drinks
Electrical and precision, machinery, OA
equipment, information and
communication industry and components

(7%)

8

(3%)

93

(40%)

16 (7%)

Others
Total

234

Source: Invest in Britain Bureau (1995)
7 However, the number of companiesin the
automotive sector is fewer than that in the combined category
of electrical & precision, machinery, Office Automation (OA) Equipment, information & communication
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Although the literature on Japanisationprovides an extensive study of the automotive
it
does
sector,
not sufficiently explain the social processof work systemsdiffusion and
the way artefacts are understood by human actors. Whilst the study of patterns of
knowing as a dynamic activity is better addressedby the innovation processesliterature, a
body
do
institutional
impact
the
this
structures
address
of
of work
not
macro
majority of
on work systemsdiffusion at a sectoror an industry level, but rather focuseson human or
technical processesunderlying technology diffusion at a project or a national level (e.g.
Clark, 1987). The present researchemphasisesthe diffusion of knowledge-driven work
historical
It
the
neo-institutional
adopts
systems within production-related operations.
dependencies
link
to
to
within particular
systems
path
of
work
perspective
characteristics
institutional settings.

1.5

Organisation of the Thesis

This thesis consists of seven chapters. Following the introductory chapter, Chapter 2
diffusion
the
systems
conceptsof work systems,work
provides a closer examination of
and their embeddednessat the national and firm levels. The thesis is positioned with
respect to different perspectives on comparative research approachesto work systems
diffusion, specifically the labour process and `lean production' perspectiveswithin the
`Japanisation' literature, the user-oriented perspective within the innovation processes
literature and the historical neo-institutional perspectivegroundedin the neo-institutional
literature. The institutional embeddednessof actors is discussedwith particular emphasis
on Whitley's divergent capitalisms argument within the historical neo-institutional

industry and components.
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perspective. Further in Chapter 2, an analytic framework is provided in order to
systematically comparethe processof work systemsdiffusion acrossthree affiliate firms
of JapaneseMNCs in the UK. The likely influence of potential key institutional,
organisational and group characteristicson the diffusion of work systems is outlined.
This is followed in Chapter3 by a discussionof the application of the analytic framework
different
diversity
to
the
the
the
capitalist systemsand
emphasis on
of
with references
types of knowledge in Japanand the UK. This discussionis reflected in five propositions.
Chapter 4 presentsthe methodological aspectsof the empirical study. The case studies
in
firms
Japanese
in
UK
the automotive sector
the
multinationals
of
conducted
affiliate
are detailed in Chapter 5. In Chapter 6, the results of the casestudies are presentedand
the institutional limits to the diffusion of work systems are discussed.The resulting
insights serve as inputs for the systematicanalysis of work systemsdiffusion across the
greenfield and brownfield subsidiary and the technical collaboration sites. Furthermore,

the results of the analysisare comparedwith the analytic framework developedin
Chapter 2 and the propositions formulated in Chapter 3. Finally, in Chapter 7, study
outcomesare used to provide answersto the central researchquestion, and the theoretical
and practical implications of the researchfindings are discussed.
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CHAPTER 2
WORK SYSTEMS DIFFUSION: NEO-INSTITUTIONAL

PERSPECTIVES

This chapter provides a review of the concepts of work systems and work systems
diffusion. Work systems are seen as embedded at two levels: in the form of, first,
institutional embeddednessat the national level, and second, tacit embeddednessat the
firm level. The chapterprovides a working definition of the diffusion of work systemsat
the firm level with referenceto the view of work systems as knowledge-driven. This is
supplementedby a review of comparativeresearchapproachesto work systemsdiffusion.
These are specifically perspectivesin the `Japanisation',innovation processesand neoinstitutional literatures. The four major perspectives on work systems diffusion are
reviewed in an attempt to situate the framework used within an appropriate theoretical
perspective. On the basis of this review, the neo-institutional argumentson the diffusion
of work systemsare identified as providing the most appropriate conceptual foundation
for the construction of an analytic framework. Two different perspectiveswithin the neoinstitutional literature (the rational-choice and historical neo-institutional perspectives)
are highlighted. The neo-institutional framework is further developedby strengtheningit
with concepts from the innovation processes literature. An analytic framework is
constructed to offer a set of concepts that help to answer the following two questions.
First, what are the key attributes of work systems?Second, what characteristics at the
local institutional, organisational and group levels are likely to have an impact on the
diffusion of work systemsacrossnations?
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2.1

Diffusion of Work Systems

2.1.1

A Working Definition of Work Systems

According to Whitley (1999c), work systemsare distinctive inter-related patterns of task
organisation and control, workplace relations between social groups and employment
practices and policies. In this study, there is a focus on work systemsthat are essentially
organisational practices, which are dependenton continuous improvement in operations.
The study highlights work systems as driven by people's knowledge, ideas and
suggestionsand as "premised on harnessingthe knowledge at the point where products
69).
Bearing
1998:
(Cutcher-Gershenfeld
delivered"
this
et
al.,
are made or services are
definition in mind, work systemsare referred to here as knowledge-driven. It is not the
between
distinction
draw
to
this
work systems that are
analytic
an
purpose of
study
knowledge-driven and those that are not. On the contrary, the study aims to acknowledge
the knowledge-driven nature of all work systems.Nonetheless,it should be noted that
tacit work systems,as those emphasisedby Japanesefirms, are argued here as driven by
degree
ideas
knowledge,
than explicit or
to
a
greater
and suggestions
people's
decontextualised work systems, as those reflected by Anglo-Saxon operations (see
Chapter 3 for further discussion).

This study aims to examine the introduction of alternative work systemsacrosscultures,
and seesthese as a key to global businessstrategy.Although the diffusion of knowledgedriven work systemscan be investigated in any empirical context8,the focus in this study
is on knowledge diffusion on the shop floor and in an engineering project. The basic
8 After all, as Blackler (1995: 1026)
contends, "all individuals and all organisations, not just so-called
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floor
is
knowledge
importance
diffusion
that
the
and
shop
on
premise
occurs with equal
in engineeringprojects as it does in R&D centresand knowledge-intensivefirms such as
software development and consultancy firms. Hence, the capabilities of `ordinary'
factories and engineering firms are seenin terms of `knowledge works' (Fruin, 1997) in
this study. Prusak (1997) notes that as products are increasingly `smart', production
levels
information
higher
to
of
about changing customer
process
processes need
diffusion
knowledge
delivery
Hence,
times.
apply right
and
production
requirements,and
acrossthe board.

Discussions on the diffusion of work systems within the manufacturing context have
issues
technical
such as the cost and quality
commonly centred on structural and
9
The
from
inventory
engineering.
concurrent
and efficiency gains
advantagesof reduced
definition adopted here diverges from privileging organisational structures and
technological systems as the driving forces of work systems diffusion. Rather, it
in
intangible
the
importance
to
the
acknowledging
addition
aspects,
of
emphasises
tangible. Hence, this study adopts a more processural view on the diffusion of work
intangible
diffusion
(1998:
10)
Cutcher-Gershenfeld
that
the
of
argue
systems.
et al.
capabilities, much more than the tangible work practices or technical/structural systems,
importance
diffusion
key
Such
the
the
marks
sourceof competitive advantage.
represents
levels
"the
to
the
mastery of some
must
combine
people
at
all
of
organisation
who
given
highly specialisedtechnical expertise with the ability to work effectively in teams, form

'knowledge workers' or 'knowledge organisations', are knowledgeable".
9 The concept of `diffusion of work systems' is used intentionally here to suggest that there is more of
knowledge sharing within a firm than a transfer based on a functionalist communication model across
firms. This will be further discussedin Section 2.2.1.4.
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productive relationships with clients and critically reflect on and then change their own
organisationalpractices" (Argyris, 1991:100).

The definition of work systems as knowledge-driven reflects a socio-technical
perspectivein which human interaction at all levels of the firm is seenas being as vital as
technology itself. In addition to acknowledging the technical and structural aspects of
work systems, this definition pays allegiance to human beings as actively discovering
problems and creating knowledge to solve them (e.g. Takeuchi, 1998). Hence, work
systems are envisaged as incorporating the management of people. There is an
acknowledgementof the importance of structural characteristics,such as company size
(e.g. Damanpour, 1991) and processes,such as internal communication (e.g. Aiken and
Hage, 1971) in the diffusion of work systems. Bird et al. (1999) assert that the
importance of the human factor in the value-addedactivities of the firm rises as national
barriers to the flow of capital and technology fall. The importance of an effective
management of human resources is recognised especially in the context of Japanese
firms, which are seenas relying more extensively on people-orientedwork systemsas a
meansof achieving competitive advantage(Abo, 1994).
2.1.2

Objectified and Context-dependent Views of Work Systems Diffusion

The traditional view of work systems diffusion reflects the interest in structure and
technology where tangible characteristicsare taken as the primary sourcesof competitive
advantage.However, a complex set of meanings attachedto work systemsurges one to
investigate the ways in which structure and technology are interwoven in organisational
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practice. At one extreme, that is in part reflected by the Information Technology- and
Knowledge Management-driven arguments, researchershave argued for technological
determinism within a contingency framework. In other words, particular kinds of
technology are proposed to yield certain predictable outcomes (Womack et al., 1990).
This extreme constitutes the more linear, mechanistic view of diffusion, where work
systems(with an emphasison explicit features)are seenas imported from or adopted out
of a `foreign' context in a unitary fashion. In other words, work systems are `blackboxed' as technological artefacts and `transferred'. This stream of research reflects
Wolfe's (1994) category of `organisational innovativeness' in his review of the
innovation literature. He argues that there is a tendency to focus on the structural
variables as the primary determinants of innovation. This static orientation ignores
"changesin an innovation during the innovation process"(ibid., p. 409).

Studies have been carried out outside the manufacturing setting on work systems
diffusion in high-tech firms, such as software development (e.g. Lahti and Beyerlein,
2000), labelled as `knowledge-intensive fines' (Tampoe, 1993). This is mainly derived
from the associationof knowledge with technology, where technology diffusion is seen
as synonymous with knowledge diffusion (e.g. Lynskey, 1999). Other researchers have

challenged the dichotomy between technology and people. They have addressedthe
"sharp decreasein attention to people managementand development issues, and step
increase in attention to information technology (IT), information systems (IS) and

intellectualcapital" (Swan,1999:4), seeingtechnologicalandstructuralcharacteristics
of
work systems as embeddedin a social set of norms and beliefs (Thomas, 1994). The
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importance of their view is reflected in part by the process theory research on
organisation innovation (Wolfe,

1994). This research investigates "the nature of the

innovation process, how and why innovations emerge, develop, grow and (perhaps)
terminate" (ibid., p. 409). In brief, of the two perspectives, one emphasises the technical
aspects of work systems and regards the diffusion of knowledge-driven work systems as
objectified,

and the other focuses on the social aspects and sees the diffusion

of

knowledge-driven work systems as context-dependent.

The two perspectivesemphasisedifferent aspectsof the knowledge creation and diffusion
process. The perspective that pays heed to the context-dependentnature of knowledgedriven work systems diffusion emphasises"culture management and leadership as a
means for encouraging both socialisation, so that tacit knowledge is shared, and also
internalisation of explicit knowledge into the values and tacit understandings of
employees" (Scarbroughet al., 1998:39). This perspectivereflects the sedimentedmode
of knowledge communication "where knowledge is communicatedvia rules, standards,
routines and structures" (Scarbrough, 1995:999). Actors can develop strategies that
involve the progressive de-limiting and fixing of social relations. The meaning of
alternative work systemsbecomesprogressively stabilised as users and producers come
to share common frameworks as to the meaning, critical features and purpose of the
diffused systems. The context-dependentview of work systems diffusion focuses on
"knowledge communication through professionalism and an intensively cultivated
employment relationship which [seeks] to bind individuals tightly to the organisation"
(ibid., p. 1012). This view acknowledges the stickiness of knowledge-driven work
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systems and, in turn, the limitations to diffusion across different institutional contexts.
(This is discussedin further detail in Section 3.1, Chapter3). In contrast,the objectified
view of knowledge-driven work systems diffusion implies that practices can easily be
transplanted in a new institutional setting. The diffusion process is generally analysed
through broadcasting analogies. Scarbrough (1995) refers to this process as
knowledge
through objectification or universal applicability through
communicating
standardisation.This process requires that technical knowledge be separated from its
social context by standardisationand segmentation.

The present research builds on the perspective that takes into account the contextinsights
into
It
knowledge-driven
to
sensitive nature of
work systems. attempts provide
the social constitution of work systems,by giving attention to the interrelated aspectsof
technical and structural systems (i. e. largely the tangibles), and people, training,
discipline, management-workerrelations and social networks (i. e. largely the intangibles)
in a process.Work systemsare seenas embeddedin a wider social context. For example,
the quality circle in Japanis embeddedin a set of cultural assumptionsabout hands-onmanagement and employment security, as well as internal labour market structure.
Interactions of multiple actors shape the diffusion of work systems. In the words of
Cutcher-Gershenfeld et al. (1998: 11), the diffusion of work systems is seen as "a highly
complex, negotiated process put into operation in a diverse range of communities and
workforces".

Knowledge-driven work systems,rooted as they are in firms' co-ordination mechanisms
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and organisational routines, exist in tacit and explicit form (Polanyi, 1966; Senker,
1995b). They incorporate the cognitive dimension, that is beliefs, perceptions, ideals,
values, emotions and mental models that are taken for granted (Takeuchi, 1998).
Particular means of solving problems, carrying out tasks and arriving at decisions become

institutionalised over time with the influence of past and present actions, beliefs and
interests (Clark and Mueller, 1994). This has implications for a firm's ability to create
core organisational capabilities that rest on a combination of, what Araujo (1998:320)
calls, migratory `lower-level' skills and `higher-order' (i. e. less diffusible) routines.

The complementary tacit and explicit forms of work systems are not sharply divided.
"While tacit knowledge can be possessedby itself, explicit knowledge must rely on being
tacitly understood and applied. Hence, "all knowledge is either tacit or rooted in tacit
knowledge" (Polanyi, 1966:144). Tacit work systemsare taken to reflect organisational
routines that have been standardised over time to assume a taken-for-granted,
is
knowledge
(Kostova,
1999).
In
taken as
tacit
subconscious nature
other words,
experiential, practical knowledge that is embedded in habit, skills, routine, practices
and/or teamwork (Polanyi, 1966). It is believed to be effectively diffused through
is
(Inkpen
It
1998;
Bresman
1999).
Dinur,
transfers
personnel
and visits
and
et al.,
operationalised here as the intangible foundation of continuous improvement schemes.
On the other hand, explicit knowledge is defined independentlyof a particular individual

is
or a group, and regardedas being transmittedby "book, blueprint or statementto
everyone on equal terms" (Best, 1990:127). It is operationalised in this study as the
tangible foundation of continuous improvement schemes.For example, technology and

25

structure as tangibles in a given process are generally abstractedfrom their contexts to
reflect explicit forms of knowledge.

The distinction between tacit and explicit forms may also be observed in the
knowledge
of
scientific
and
classification
practical
of `time and place' (Hayek, 1945),
`objective and experiential'

knowledge (Penrose, 1959), `migratory

and embedded'

knowledge (Badaracco, 1991), and `idiosyncratic and codified' knowledge (Lanzara and
Patriotta, 2000). This distinction is reflected in some of the definitions of information,
know-how,
is
knowledge,
is
related to tacit
and
which
which
associatedwith explicit
knowledge. For example, information is defined by Dyer and Nobeoka (2000:348,
brackets added) as "easily codifiable [or explicit] knowledge that can be transmitted
without loss of integrity once the syntactical rules required for deciphering it are
known.. by comparison,know-how [or tacit knowledge] involves knowledge that is tacit,
.
`sticky', complex, and difficult to codify". Consequently,knowledge ingrained in highly
tacit work systemscan prove to be `sticky' (Szulanski, 1996) to diffuse to `foreign' firms.
Such knowledge can lack the tacit embedding context of its home country. More often
than not "what makes sensein one context can change or even lose its meaning when
communicatedto people in a different context" (Takeuchi, 1998:8).

The distinction between tacit and explicit knowledge has been a focus of debate (e.g.
Blackler, 1995; Tsoukas, 1996). Critics of this distinction argue that organisations are

being portrayedas rich depositoriesof untappedknowledgewhich can be profitably
exploited (Marshall and Sapsed,2000). In line with Polanyi's (1966) argument,Tsoukas
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(1996) regards tacit and explicit knowledge as mutually constituted, rather than as two
separatetypes of knowledge. He (ibid., p 22) contends that "a firm's knowledge is
distributed in the sense that it is inherently indeterminate". Similarly, Blackler
(1995:1032) arguesthat "knowledge is multifaceted and complex, being both situated and
developing
distributed
individual,
implicit
and
mental,
and
and
physical
explicit,
abstract,
and static, verbal and decoded". Whilst acknowledging these debates, the present
(e.
Takeuchi,
1995),
in
line
Nonaka
makes a schematic
g.
and
with
other
work
research,
distinction between tacit and explicit knowledge in order to frame and investigate the
impact of the variation in the emphasison different types of knowledge on the diffusion
UK
Japanese
in
is
discussed
in
(The
the
and
of
context
process.
emphasis
variation
businesssystemsin Chapter3).

2.1.3 The Empirical Context: ComparativeResearchApproaches

As was explained in the introductory chapter,a comparativestudy of the degreeto which
Japanesework systems are implemented and internalised is carried out to examine the
institutional, organisationaland group characteristicsthat are likely to have an impact on
the diffusion process.

Since the early 1980s, a number of approacheshave emergedwhich allow the patterns
observed in cross-national diffusion of work systems to be explained. These are, in
particular the labour processview, which is broadly speaking a political as opposedto a
technical perspective (Graham, 1993), and the lean production perspective within the
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`Japanisation' literature, the user-oriented perspective within the innovation processes
literature and the historical neo-institutional perspective within the neo-institutional
literature. In the next sections,the key featuresof theseperspectives,including the issues
they focus on and the conceptual frameworks they offer, are discussedand compared in
the light of the research aims. In this way, the most appropriate perspective can be

identified as the basis for the construction of the analytic framework to be used in this
research.

2.1.3.1

TheLabour ProcessPerspectivewithin the `Japanisation'Literature

There is a growing body of literature (Morris, 1988; Oliver & Wilkinson, 1992; Stewart,
1998) addressingthe issue of the diffusion of Japanesemanagementsystemsthrough the
issues
have
focused
Discussions
Japanese
on
of work and
globalisation of
manufacturers.
employment relations, labour control and effort intensification by management.Within
the labour processperspective on the diffusion of Japanesework systems,the focus has
(e.
diffusion
been
dependency
implications
the
g. Briggs,
of
process
mainly
on power and
1988; Dickens and Savage, 1988; Oliver et al., 1994; Skorstad, 1994; Danford, 1998;
Delbridge, 1998). Workers are seen as detachedfrom the means of production, and can
accessthem only by selling their labour to others (Braverman, 1998). The purpose of
diffusing foreign work systemsbecomes"the expansionof a unit of capital belonging to
the employer, who is thus functioning as a capitalist" (ibid., p. 36). The Japanesework
systems are seen as enabling managementto enforce speediermethods and shortcuts to
the manufacturing processin an attempt to dissociatethe labour processfrom the skills of
the workers. In other words, managementprerogatives are celebratedto the detriment of
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the workforce (Oliver and Wilkinson, 1992). Attention is drawn to the introduction of
Japanesesystems through a selection process conducted according to the criteria and
templates held by those who enjoy accessto it. According to Westney (1999:404), the
criterion for diffusing Japaneseknowledge-driven work systemsin this political view is
to maintain parental control, or to enhance the power of the dominant coalition.
Fundamentally, this approachhighlights governanceand control mechanismsimplicit in
the diffusion of Japanesework systems.For example,Sewell and Wilkinson (1992) argue
that Japanesemanagement exercises a covert form of social control or `concertive
control', to use Barker's (1993) words. `Concertive control', as opposedto `bureaucratic
high
"substantial
is
consensus
about
values,
rational control',
seen as growing out of a
level co-ordination and a degree of self-managementby members or workers in an
impression
by
is
(ibid.,
408).
This
that
the
giving
employees
organisation"
achieved
p.
they are empowered via quality circles and other team-based activities. Sewell and
Wilkinson (1992:271) demonstratethat the "surveillance systems integral to JIT/TQM
are deliberately designed such that discipline is establishedin a most efficient manner
and the exercise of minute control is possible with a minimum of supervisors". In
Danford's (1997:2) words, "new managementtechniques secure for managementnew
levers of control over skill deployment, task distribution and overall worker effort rates".
Furthermore, Oliver and Wilkinson (1992) discussthe social and political consequences
of diffusing Japanesemanufacturing methods. Their conceptualisation of `Japanisation' is
based on Ackroyd et al. 's (1988) definition of the term. Ackroyd et al. (1988) distinguish
between direct, mediated and permeated or full Japanisation in considering its implication
for British industry. Direct Japanisation is taken to mean "the penetration of British
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economy and industry by Japanesefirms" (ibid., p. 15). Deliberate or overt copying of
Japanesepolicies or practicesby British firms is referred to as mediated Japanisation.In
other words, the impact of the adoption of Japanese practices is not seen as a
straightforward copying process,given that the effects of the practices are mediated by
British management (Ackroyd et aL, 1988).

Oliver and Wilkinson's (1992) argumentsgive voice to the barriers that the adopter firm
facesin its efforts to sustainworker-ownershipof Japanesemanufacturing techniquesand
philosophies. They also illustrate the selective character of any borrowing from Japan,
where the given company seeksto adopt elementsof the `Japanese'model to match its
circumstances.This results in the adoption of a "hybrid which is neither entirely Japanese
management as practised in Japan nor typically British" (Wickens, 1987 in Guest,
1992:6; see also White and Trevor, 1983). The `selective' importation of organisations

basedon teamworkanddevolvedresponsibility,extensiveandintensivecommunication
and employeerelations systemsis seenas designedto safeguardmanagerialprerogatives.
The investment in trust-building, openness in communication and visibility

in

managementby the Japaneseare taken as a meansof minimising worker resistanceand in
increasing the acceptanceof a new governancesystem. This indirect form of control is
seenas associatedwith a low willingness on the part of the Japanesecompaniesto learn
from their overseasaffiliates, where the Japaneseare in strong bargaining position to
establish ways of working they see as necessary(Smith and Elger, 1998). The Japanese
firm's selective utilisation of production practices that are identified with the `Japanese
model' (Taylor et al., 1994:197) suggeststhat practices of strategic importance, such as
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design work, remain in the Japaneseheadquarters.This ingrains the notion among critics
that the Japanesemanagerialstrategyin the host company is aimed at stripping labour out
of production, controlling trade unions and undermining employee autonomy (Williams
et al., 1992).

2.1.3.2 TheLean Production Perspectivewithin the `Japanisation'Literature

The interest in the `Japanisation'debatehas also taken the form of a focus on the effect
of new manufacturing initiatives, such as JIT, on the design of jobs. These represent
attemptsto link the introduction of `new or lean production' methodsto competitiveness.
For example, Buckley and Carter (1999: 80) claim that "gaining value from the intangible
assets a firm

possesses is a key component in achieving the strongest possible

competitive stance".The diffusion of Japanesework systemsis seenas a consequenceof
"deliberate organisational redesign (usually by managers) to accommodateconflicting
pulls from local and imported patterns,to improve the internal fit within the organisation
and fit with external environment and to improve organisation's performance" (Westney,
1999:402). This has led to debates on convergence of institutional systems that become

uniform or isomorphic with the `globalisation' of managerial structures and strategies.
For example, US/UK firms in some industrial sectorsare seenas converging towards the
Japanese employment system (Lincoln and Kalleberg, 1985). The evolution in the
internal organisation of firms towards what is claimed to be `welfare corporatism' is
assumed to over-ride `market individualism' (ibid. ). The changes made in business
enterprisesand regulatory institutions are said to be in the direction of restructuring of
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mass production industry by adopting new technologies and new practices (Womack et
al., 1990). The focus in such argumentsis on business and craft production as well as
engineering, industrial relations and production restructuring-in

brief

flexible

manufacturing systems-to meet the Japanesechallenge.

During the 1960s,it was widely held that the diffusion of manufacturing technologies and
divisions of labour at the societal level would eventually lead to convergence in
institutional arrangementsand economic performance (Hollingsworth and Boyer, 1997).
However, despite economic integration of manufacturing markets, the harmonisation of
the institutional variation acrossnations has not occurred (Sorge, 1991). It is commonly
believed among advocatesof the `lean production' perspective(e.g. Kenney and Florida,
1993; MacDuffie, 1995) that there is an optimal solution for organising labour, raw
materials and capital in the manufacture and distribution of goods, and for adopting
organisational practices in the cross-national diffusion of work systems. There is an
attempt to establishthe optimum balancebetween cost reduction, retention of control and
devolution of responsibility to the supply chain (e.g. Alford et al., 2000).

Within this perspective,the focus has been primarily on the contingenciesnecessaryfor
the successful diffusion of work systems. These contingencies are taken as `best
practices' in a module form that can be disassembledand transplantedto another context
(Womack et al., 1990; Bohn, 1994). Knowledge ingrained in portable `best practices' is
taken as a commodity that can be moved from one context to another. This view of
knowledge is reflected by much of the research driven by rational-choice neo-
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institutionalist ideas(which will be discussedin Section 2.1.3.4.1) whereby work systems
are conceptualised as bearing structural characteristics (e.g. Littler,

1982) and/or

technological characteristics (e.g. Marton, 1986; Jeremy, 1992) that serve as "actionable

consulting packagesand `how to' books" (Lillrank, 1995:976). It is far too common to
look simply for pieces of the work systemsthat one can benchmark and adopt. Although
it is arguedthat "lean production proponentsarguethat this systemsuccessfullycombines
social and technical aspects of efficient manufacturing" (Delbridge, 1998:6), there is
greater focus on diffusible explicit componentsof the system that provides a `universal
model of best practice' than on tacit components.

At the firm level, it is argued that "the greater the dependenceof an organisation on
another organisation, the more similar it will become to that organisation in structure,
climate and behavioural focus" (DiMaggio and Powell, 1991:74). The advocatesof the
lean production perspective are less sympathetic to the notion that capitalist systemsare
diverse. It is assumedthat work systemscan be abstractedfrom the wider institutional
10
in
(e.
context which they are embedded g. Womack et al., 1990). According to Kenney
and Florida (1993), the most successful firms use teams, quality control activities,
rotation and egalitarian management styles. The `one-best-solution' to organising
resourcesin an attempt to accesstechnology, know-how, managerial expertise, capital
and international markets (Child and Faulkner, 1998) is based on the assumption that
Japanesemethods are universal and can be effectively applied to other contexts. This
thinking is especially reflected in the early instances of adoption, characterisedby the
'o Hence, the lean production perspectiveis also labelled the technological/rational
as
perspective by some
(e.g. Oliver and Wilkinson, 1992).
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diffusion of one or two particular managementtechniques,in isolation from the broader
strategy and philosophy by UK management (Beale, 1994).

The `universalistic models' in the `Japanisation'literature emphasiseon the `transfer' of
I'll
work systemsthat can be communicatedbetween the sender(or the broadcaster)and the
receiver in a form abstracted from the wider social networks. Although patterns of
knowledge flow are examined across industries and countries within the universalistic
is
being
that
the
can
mould
what
complex
ensembles
of
routines
accounts,
`communicated' are ignored. Knowledge ingrained in work systemsis, rather, understood
as an object that can be created, packaged and diffused, more or less unchanged, from
one context to another. Attention

is given to immediate contingencies of a given

transaction away from the scope for social action in shaping such a transaction
(Scarbrough, 1995). The theoretical assumption is that key variables, such as structure
and technology move without friction and in a linear fashion (Clark, 1987). However,
such variables in reality are shapedby organisational culture and value systems,hence,
fashion
in
linear
The
to
the
that
sensitive
contexts.
are
variables move
assumption
a
implies that learning in this context occurs in a mimetic or a coercive way, and that `best
practice' is diffused through imitation.

2.1.3.3 The User-orientedPerspectivewithin the Innovation ProcessesLiterature

Researchon innovation processesis also relevant for understandingthe diffusion of work
systems.This tends to adopt either a supplyfocused approach (seeRogers' 1983 work on
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diffusion of innovations), or a user-orientedperspective (e.g. Clark et al., 1992). The
supply-focused model focuses on the ways in which suppliers may communicate new
ideas to users in order to encourage adoption. As the focus in this model is on adoption,
implementation problems tend to be ignored (Clark, 1987). There is an assumption here

that work systems remain unmodified in their move through different sectors, units or
nations. On the other hand, the user-orientedperspectiveconsidersplurality of actors, the
role of social structures,unintended outcomesof power struggles and the problems with
appropriating new work practices alongside existing practice and context. The useroriented perspective thus assumesthat innovations are "heterogeneouscomplexes rather
than homogeneousentities" (Clark, 1987:60), hence their diffusion can be non-linear.
This section focuses on the latter view as applied to work systems diffusion, given its
l
l
fit
closer with the aims of the present study. Innovation in the user-orientedperspective
is regarded as dependenton contextual features that are shapedby the societal context,
leading to differences in implementation acrosscontexts, including nations (Swan et al.,
1999). This view assumesthat "potential users [of the diffused knowledge or innovation]
are embeddedin complex ensemblesof routines which may inhibit or enabletheir ability
to use an innovation" (Clark and Newell, 1993:70, brackets added). Hence, the limits to
implementation, given the embeddedness of diffused knowledge, are addressed.
Furthermore, cognitive and political dimensions of the process of knowledge diffusion
are acknowledged. It is assumed that innovations are firm-specific and sociallyconstructed artefacts, hence can be shaped by the interests of suppliers and powerful
users. This perspective acknowledges different forms of knowledge and patterns of

11Although this researchdoes not focus on an innovation,
argumentsdrawn from the studies on innovation
processescan be enlightening from the point of view of work systemsdiffusion.
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"knowing as a dynamic activity involving the continuous creation, reproduction,
2).
In
destruction
2000:
Sapsed,
(Marshall
and
of
streams
of
meaning"
and
modification
other words, there is a stronger focus on agency.In contrastto the focus on structural and
technical concernsof the orthodox view, there is a focus on active processinvolving "the
formation, redesign and implementation of new ideas" in the process-basedaccount
(Hislop et al., 1998:429). The intangible questions of culture, commitment, motivation,
involvement and trust are seen just as important as technology and structure in the
diffusion of knowledge in the user-orientedperspective(Scarbroughet al., 1998). In spite
diffusion,
in
the
the
this
work
systems
process
of
explaining
of
strength of
perspective
there are limitations that the current study attemptsto address.Some of the limitations are
follows:
as

(i)

There is limited attention to macro diffusion processesat an industry or a national
level, with the exception of a handful of examples, such as Jeremy's (1981 in
Clark, 1987:162) work on the "transfer of British textile technology, technique
and knowledge into the USA between 1790 and 1830".

(ii)

The attention given to institutional characteristics, such as employment systems,

organisational structures (Hedlund, 1994), and sector-specific labour markets
(Lam, 2000) is scant.

An investigation of the diffusion of knowledge-driven work systemsin the manufacturing
sector can benefit from the arguments presented in the field of innovation related
research. It can highlight the role of the adopter or user in the internalisation of `new'
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work systems.
2.1.3.4

The Neo-institutional Literature

A multiplicity

and diversity of neo-institutional

arguments have had in common the

questioning of conventional organisationaltheories. Conventional organisational theories
rely on understandingorganisationsas essentially closed systems,working to a logic of
efficiency, context-free rational agency and/or `one-best-way' in organisational
structuring and operating (Djelic, 1999). In contrast, the neo-institutional arguments
emphasiseon the "varied ways in which social groups [are] constituted inside and outside
organisations and their continuous competition for control of resources" (Whitley,
1999c:12). There is a belief that the rules of the competitive game are socially constituted
by different state structures and policies and institutionalised patterns of behaviour, and
so differ significantly between institutional contexts. Emphasisis laid on "the shaping of
recursive patterns of corporate or inter-firm behaviour by national institutions both in
functionally significant areasof businesssuch as education and training, finance etc. as
well as upon underlying familial patterns of socialisation" (Loveridge and Mueller,
2000:221).

The diversity of neo-institutional argumentsstemsfrom different traditions, namely from
economics, sociology and political science.Differences between these arguments mean
that the definition of the term institutions adopted in each case also differs. Within the

neo-institutionaltheory, there have beentwo broad schoolsof thought in comparative
research-those who argue for isomorphism or convergence of social systems of

37

production (e.g. DiMaggio and Powell, 1991), and those who examine contextualities in
industrial

organisation and explain for the persistence or divergence of particular

structural and cultural legacies across national boundaries (e.g. Loveridge, 1996; Streeck,
1996; Djelic, 1998). Those who examine the contextualities in industrial organisation
address the gap in research where there is less developed body of research that examines
the process of work systems diffusion in manufacturing settings beyond the technical
and/or structural aspects of work systems as solutions to manufacturing

settings'

competitiveness. For instance, organisational theorists and strategists (e. g. Richter and
Vettel,

1995; Appleyard,

1996) have acknowledged the strategic importance of the

diffusion of organisational practices, but have given less importance to the institutional
limits to such diffusions in terms of conflicting

structural and cultural legacies and

embeddedness of work systems in these legacies. "There is evidence to suggest that these
transfers are not always smooth and successful" (Kostova, 1999:308). For example, there
is much research that reports on the local adoption of `Japanese' work systems. The
resulting picture is far from a replica of a discrete set of these systems (e.g. Reitsperger,
1986; Elger and Smith, 1994; Mair,

1998b). As was discussed in Section 2.1.3.2,

proponents of the lean production perspective fail to addressthe limits to adoption of
alternative work systems. Although the present study does not disregard the positive
implications of the diffusion of work systemssuch as, combination of technical skills for
innovation, physical resources for economies-of-scaleand efficiency and building of
market capabilities for flexibility (e.g. Aiken and Hage, 1968; Bergquist et al., 1995;
Sierra, 1995; Child and Faulkner, 1998), it focuseson the limitations to diffusion as these
have received limited attention.

38

The next section discussestwo different typologies of neo-institutional outlook on work
systemsdiffusion: rational-choice neo-institutionalism and historical neo-institutionalism.
The barriers to the diffusion of knowledge-driven work systemsare discussedwithin the
second typology, that is historical neo-institutionalism.

2.1.3.4.1 Two Different Outlooks on Neo-institutionalism

The multiplicity of neo-institutional argumentscan be broadly merged under the rationalchoice and historical neo-institutional typologies.

Rational-choice

neo-institutionalism

According to Djelic (1999), the rational-choice neo-institutionalism, or institutional
economics, emerged as an anti-thesis of classical and behavioural theory in economics
and political science.Within this perspective,the firm is seenas addressingthe processof
creating value and enhancing competitiveness through its `optimal' combination of
(e.
resources g. Schumpeter, 1942; Richardson, 1960). There is a focus on the conditions
facing firms in general, rather than the internal activities that contribute to the successof
individual firms. Firms are seen as reactors to the environment. "The internal decisionmaking process is irrelevant, and the firm is treated as if it is a single entity, a single
brain" (Rowlinson, 1997:14). In other words, the deterministic outlook on a firm's nature
and functioning does not take into account a firm's ability to enact its environment.
However, "gigantic multinational corporations can exercise an economic stranglehold
backed by the political force of the country and the local capitalistic classes" (Worsley,
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1982:13).

The rational-choice neo-institutionalism highlights the "plurality of governance and
organisational structures [as being] reconciled with assumptions of rationality and
efficiency" (Djelic, 1999:5). Different industries or specific market environments are
in
bearing
different
that
a given
are most efficient
seen as
structural arrangements
logic
bounded
(1985)
Williamson's
and
of efficiency,
rationality
context.
assumptionsof
in
different
institutionalism,
drive
transformation
the
to
contexts
of
process
as applied
towards a particular equilibrium solution. There is an emphasis on statistics of
is
(Granovetter,
1985).
In
dynamics
there
than
other words,
an
equilibrium statesrather
undersocialisedconception of human action and the impact of social structure and social
relations on production, distribution or consumption. However, institutions can be
(1996:
by
2) contendsthat "institutional
Loveridge
constrained ongoing social relations.
evolution is seen as an ongoing process, subject to prevailing demands of the evolving
needs of the actors, rather than as the end point of an apparently linear trajectory". As
Granovetter (1985:504) argues, "most behaviour is closely embedded in networks of
interpersonalrelations". Behaviour may be aimed not only at economic goals but also at
sociability, approval, status and power. Such arguments contrast with the conventional

in
Rational
Choice
the
arguments
efficiency
model Economics, for rational-choice
within
neo-institutionalists do not argue for a superior, universal model. Rather, they adopt a
contingency approach to transaction cost economics in association with organisational
bounded(or
defined
in
framework,
Actors,
this
as
structures
contextual rationality).
are
rational with decontextualised goals. Granovetter (1985:481) notes that "much of the

40

utilitarian tradition, including classical and neo-classical economics, assumes rational,
self-interested behaviour affected minimally

by social relations, thus invoking

an

idealised state". Hence, there is limited appreciation of the role of strategic choice, beliefs
and power. Behavioural characteristics, such as stakeholder relations and personnel

for
information
the
and
emphasised,
of
motivations, are not
assumptions
perfect
atomisation of actors do not necessitatestrategy formulation incorporating stakeholder
relationships and innovative capabilities with reference to institutional constraints on
choices. Although social institutions matter in the rational-choice neo-institutional
decision.
in
There
they
actors'
calculative
perspective,
are only seen as parameters social

is the assumption that decision-making is based on "solipsistically acting rational
individuals" (Lane and Bachmann, 1997:231; Coleman, 1990), or, in Marini's (1992:21)
terms, on purposive actors who "act in ways that tend to produce beneficial results" or
maximise net return. The rational-choice neo-institutionalism is characterised by its
"reconciliation of convergencewith a plurality of solutions or models, each one of those
being better fitted, or more efficient type of context or environment" (Djelic, 1999:4).
This perspectiveis in alignment with the neo-contingencyargumentswhereby a range of
factors or environmental characteristicsare linked to rates of adoption and outcomes of
implementing innovation processes.For example, (Porter, 1990) stressesthe importance
in
by
"characterised
that
their
of nations
are
peculiar capabilities within particular sectors
which they have developed a regional comparative advantage" (Loveridge, 1996:4). In
contrast, historical neo-institutionalism (which is detailed in the following section)
acknowledges goals, preferencesof actors, their problem identification process and the
historical contexts in which they are embedded. Managerial preferences, normative
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patterns and political contingencies can affect patterns of growth (Penrose, 1959).
Furthermore, decision-making can be influenced by the divergent interests of individuals
within and outside the organisation (Brunsson, 1989). Historical neo-institutionalism
rejects the very idea of convergenceand arguesfor a multiplicity of models. It is assumed
that organisational solutions are defined through a historical process where both path
dependenciesand unanticipateddevelopmentsplay a part (Djelic, 1999).

In the context of work systems diffusion, the rational-choice neo-institutionalist
arguments tend to centre on the perception that actors can copy the practices of a

(see
discussion
institutional
in Section
to
context
particular
environment easily another
2.1.3.2).

Historical

neo-institutionalism

The historical neo-institutional perspective enriches the classical approach to crossnational diffusion of knowledge-driven work systems, providing a sense of the
mechanismsand limits to diffusion. It allows one to discuss the barriers to diffusion, a
matter rarely treated in the literature. In contrast to conventional efficiency accounts,
"historical variants of neo-institutionalism have generally set out to account for the
peculiarities of a given national system of industrial production and for persistent
12
differences
boundaries"
(Djelic,
Historical neo1999:
7).
structural
across national
institutionalism reflects the `societal effects' (Sorge, 1991) approach to work systems

12 Once institutionalised, governing rules tend to
persist "because they become integrated with wider
economic institutions and ways of thinking" (Dobbin, 1995:280).
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diffusion, in that, nationally embedded differences across business systems are
in
the process of diffusing alternative work systems. Within this
acknowledged
determining
legacies
traced
structural
of
perspective,national
and cultural
as a means
are
what makes a national system. Institutions are seen as comprising `constitutive and

for
degree,
taken
that
to
granted or
a
regulative rules or normative expectations'
are,
internalised by a group of actors (Abell, 1995). They constitute "copying or mimetic
action and learning by adaptation" (ibid., p. 11). In other words, institutions are
transmitted mimetically in groups, resonating an evolutionary epistemology. Although
advocates of this theory broadly agree that economic activity is embedded within a
in
differ
institutional
they
their focus on the
constraints,
particular set of national
constraining legacies. Some researchers(e.g. Tolbert and Zucker, 1983; March and
Olsen, 1984; Hamilton and Biggart, 1988; Fligstein, 1990) emphasiseon the structural
aspectsof institutions, investigating mainly the regulative carriers of institutions. Others
have adopted a more sociological or cultural view, focusing on cognitive and normative
carriers of institutions, that is values, expectations and belief systems (e.g. Whitley,
1992). In such a view, cultural mechanismsare taken to increase stability of the work
environment and to facilitate the equitable mediation of transactions between parties
13
for
limit
the capacity
under conditions that severely
rational control.

Historical

neo-institutionalism acknowledges the peculiarities of

each national

13 Radical change is not incorporated into historical
neo-institutionalism. Rather, this perspective
acknowledgesthe possibility that historical accidentsor unanticipateddevelopmentsmay occur with heavy
reliance on path-dependentbehaviour (Djelic, 1999). By the same token, Powell (1991:193) argues that
"path-dependentmodels suggestthat institutional arrangementsare not likely to be flexible; they cannot
change rapidly in response to perturbations in the environment". Hence, the rational-choice neoinstitutional assumption of reacting to, rather than enacting, the environment prevails to a degree in
historical neo-institutionalism.
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institutional context. Hence it rejects the assumption that institutional contexts are
homogeneous.Social relationships and the impact that collective norms have on these
relationships are examinedin conjunction with the historical underpinnings and structural
embeddednessof the given ties (Djelic, 1999). As opposed to a static framework
provided by rational-choice neo-institutionalism in the analysis of the effects of cooperation, historical neo-institutionalism offers a more articulated view of the
dynamics
firm
knowledge,
the
technology,
and
of
nature of
characteristics of
role of
competition, considering the cognitive dimension of the innovation process (Colombo,
1998). For instance, although market opportunities lead to innovations in organisational
design, these innovations are not necessarilythe outcomes of rational lines of thinking
about the most efficient way to organise. Organisational practices, rather, represent
legitimated structures and cultural understandings(Hamilton and Biggart, 1988). The
do
historical
to
the
context of work systemsor path-dependencies not allow
sensitivity
for `best practices' of a particular institutional environment to be uniformly imitated by
the adoptersembeddedin a different institutional setting. For example, Patel and Pavitt's
(1997) study on 400 of the world's

largest firms shows that their technological

competencies are influenced by the firms' principal products and the conditions in their
home country. It is claimed that managers are heavily constrained in the directions of
their

technological

search given

the "complexity

and path dependency in

the

accumulation of firm-specific technological competencies" (ibid., p. 141). Historical neoinstitutionalism

is sensitive to national contexts, or what Clark (2000) calls the `zones of

manoeuvre' (which will be defined in Section 2.2). In other words, path dependencies, or
pre-existing capabilities inherent in contexts and firms, can enable or limit
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strategic

choice intended to contribute to a firm's performance(ibid. ). This perspectiverecognises
the potential value of creatively modifying and refining, or in the words of Clark (1987)

`appropriating', work systemsso that the user developsthe new practiceson a continually
incrementalbasis.

The basic premise of historical neo-institutionalism is that specific organisational and
behavioural tendenciesare shapedby certain featuresof a given institutional setting that
is constructed in an evolutionary manner (e.g. Nelson and Winter, 1982). This yields
what Boyer (1997) calls `capitalist diversity'. In other words, institutionalisation of
market relations is the result of synchronisationand legitimisation of reactions to crises
that have developed in a previous system, and reflect `the social and political conflict
particular to each country' (ibid. ). The institutional framework of a nation is taken as an
ideal form, specific to a social pattern,basedon the following argument:

Where key institutions structuring the nature of property rights and their
enforcement, of economic actors, and of the norms governing their
interaction are more strongly establishedat the regional or supranational
levels, then we would expect distinctive patterns of economic organisation
to becomemore establishedwithin thoseboundaries.
(Whitley, 1999a:118)

For example, Britain and the USA are seen as characterised by market-oriented
capitalism, and founded on the institutional characteristicsof decentralisation, external
mobility, role of the market and low level of mediation with trade unions. On the other
hand, Japanis seenas characterisedby high market regulation, institutional co-operation,
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credit-based financial system and paternalist authority relations. (Further discussion can
be found in Section 2.1.3.4.2). The institutional

characteristics of Britain and USA

for
`rapid response to recession' and `adjustment to structural changes' (Boyer,
provide
1997: 90). Similarly,

Whitley

(1999c) has documented the character of divergent

capitalist systems, or in his words multiple
distinct. The multiplicity

`national business systems' (NBSs), as

of cultural and structural legacies suggests the co-existence of

national patterns of organising rather than their reconciliation.

This derives from the

assumption of historical neo-institutionalism that each national institutional background
is unique and persistent, explaining significant differences in organisational structuring
and operating across national boundaries (Djelic, 1999). Consequently, the diffusion of
work systems from one institutional context to another can be constrained by `persistent
differences' in patterns of organising. In simple terms, "choices [have] been made long
ago and [are] deeply entrenched in an established `culture' that [is] at least in the short
term, beyond the reach of contemporary actors" (Crouch and Streeck, 1997: 1). In contrast
to the environmentally
institutionalism,
change within

deterministic

nature of change within

it is the change in institutional
historical

neo-institutionalism.

rational-choice

neo-

features that initiates organisational

Organisational change-in

the present

study, the internalisation of new work systems-is seen as more than a process of
adaptation driven by rational actors along lines of efficiency. There is, rather, editing of
knowledge-driven work systems, given the constraints and path dependencies on
diffusion. Historical neo-institutionalism highlights the stickiness of pre-existing
institutional legacies, generally defined at the national level and with an impact on
actions at the firm level.
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The present study adopts the historical neo-institutionalist, as opposed to the rationalchoice neo-institutionalist, perspectivein an attempt to addressthe limits to diffusion of
context-dependentknowledge-driven work systems. The focus is on examining the
interplay between the context and process of diffusion. (Further justification for the
adoption of this perspective can be found in Section 2.1.3.5). This study draws a
distinction between institutional characteristicsat the macro national level (such as the
financial system,state,legal system,public training systemand union strength) and those
at the meso local level (such as the location of the company, skills basein the region, and
level of industrial dispute, discussed in Section 2.2.1). Given this analytic line of
demarcation,the perspectiveadoptedin this study differs from others that do not separate
the national institutional characteristicsfrom the local institutional characteristics (e.g.
Karnoe, 1995; Erramilli, 1996). It should also be emphasisedthat there is a focus here on
dominant institutional characteristicsthat govern resources,such as labour and finances.
In practice, few countries are expectedto develop all the institutional characteristics"for
any single coherent way of organising economic activities to be institutionalised as the
dominant one" (Whitley, 2000b:858).

The differences in the institutional and societal infrastructures and networking
arrangements can lead to variations in internalisation of work systems (Swan et al.,
1999). This suggestsa neo-institutional rather than a neo-contingencyinterpretation. The
aim here is not to highlight the need to achieve compatibility between work systemsand
the task environment, or to identify systems that are seen as. the most efficient at
particular points in time, as do scholars such as Miles and Snow (1978). Rather, there is
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an attempt to consider the contextual influences and the role of actors in work systems
diffusion involving the interaction of technology, organisation and society (Slappendel,
1996). It should be noted that the historical neo-institutional approach adopted here
cannot be subsumed under the neo-contingency framework, but a basic contingency

argument is inevitable. As Sorge (1991:186) argues "whenever a correspondence
between markets, strategies, organisation and human resources is postulated or
recognised,the argumentwhich makes this explicit is potentially or even necessarilyof a
neo-contingency one". It is desirable to have a fit between institutional regimes and the
diffusion processto extend the explanatory power of the analytic framework used in this
study. Loveridge (1998:1049) contends that "much of the characterisation of national
systemsin the institutionalist literature has been basedon the broadestof generalisations
that sometimesappearto have gained credibility through repeatedmutual citation". There
is an attempt in this study to fine-tune such generalisationsthrough an empirical evidence
of actors' influence at the firm level on the diffusion process.
2.1.3.4.2 Divergent Capitalisms

Various studies conducted within neo-institutionalism argue for the variation in actors'
ability to act legitimately across institutional settings, for example, the following:
Maurice et aL (1986) and Sorge (1991) on the `societal effects' on work systems;
Whitley

(1992-2000) on `national business systems'; Dobbin (1995) on the

embeddedness of economic rationality in institutional norms and conventions;
Hollingsworth and Boyer (1997) on `social systems of production'; Herrigal (1996) on
`industrial orders' in Germany and the USA; and Hamilton and Biggart (1988), Orrü et
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al., (1991) on post-war East Asian capitalisms. Each institutional context is believed to
have developed "in contrasting ways as a result of pre-industrial legacies, patterns of
industrialisation and twentieth-century state structures and policies" (Whitley, 1999b: 16).
Among the historical neo-institutional arguments listed, those on divergent capitalisms

are the most appropriatein explaining for the different forms of economic organisation in
different national contexts. Given the aim of this research,namely to provide a detailed,
systematicand rigorous comparisonof the extent to which work systemsare internalised
in a `foreign' institutional environment, a framework that is sensitive to contextualities
and pays systematic attention to the influence of social institutions is essential in
providing answersto the central researchquestion.

The researchfocuseson Whitley's (1992-2000)work on divergent capitalisms.This work
is concerned with "describing and explaining variations in economic organisation
regardless of whether they become established in geographical regions, states or
(Whitley,
continents"

1999a: 117). It addresses the development of each institutional

in
context contrasting ways as a result of pre-industrial legacies. The central motive of
the divergent capitalisms view is to account for the existence and persistence of
nationally distinct forms of economic organisation. Although this view encompasses
research into the social constitution of the underlying processes,it does not adopt a
processuralperspectiveto cross-nationalcomparisons.The key element in the framework
is the firm, which is conceptualisedas the dominant unit of governance,differing across
national systems. Examples include the `chaebol' in South Korea and the `keiretsu' in
Japan. The divergent capitalisms view highlights key macro-level institutions that are
seenas shaping different forms of businesssystems.Whitley (1996,2000a) identifies the
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financial
business
the
governanceprinciples of each market economy or
state,
system as
system, public training system, legal system, authority relations and union strength. The
degree of standardisation of co-ordination and forms of economic organisation are
commonly observed in these principles or systems. The key institutional features
form
business
industrial
fragmented,
to
types
six
systems:
co-ordinated
combine
of
district, compartmentalised,state organised, collaborative and highly co-ordinated (see
Table 2.1). Each of these systemsis seen as reflecting the principles of domination of
their institutional environments(e.g. Whitley, 1999b).
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Variations in institutional features arise from the fact that institutionalised rules are
enactedin a non-uniform way. Given the embeddednessof organisationsin larger social
relations (Granovetter, 1985), principles of governance would be expected to differ
acrossbusinesssystems.In other words, the way in which managerial co-ordination and
in
brought
firm
institutional
the
together
the
context
work organisation of
are
reflects
into
is
When
their
the
new
which
organisation embedded.
organisationsextend
operations
institutional contexts,they are highly likely to adapttheir existing structuresand cultures.
Institutional constraints can affect the degreeto which work systemsare diffused to the
host country (Morgan et al., 2000b).

The work on divergent capitalismshas been extendedto include firm-level organisational
characteristics. As will be discussed in Chapter 3, these include, among others, task
fragmentation, worker discretion and involvement, managerial control of work
organisation, separation of managers from workers and employer commitment to
14
(Whitley,
1999b).
employment security

This research, as further discussedin Chapter 3, focuses on the structural and cultural
legacies of two of the six business environments: `highly co-ordinated' and
`compartmentalised' systems, as the empirical investigation is undertaken in AngloJapanesesettings alone. Japan exemplifies the `highly co-ordinated' business system,
whereasthe US/UK context typifies the `compartmentalised'system (Whitley, 1999b). It
is recognisedhere that there is a wide variation among firms within Japan.Nevertheless,
as a whole, the JapaneseMNCs tend to exhibit commonality in their Japan-basedsystems
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Hence
development.
the
labour
to
and
employee
work
organisation,
relations
with regard
descriptions,
job
a
team-based
work, ambiguous
underlying philosophies, such as
job
from
through
training
rotation,
within and
seniority-based reward system, staffing
remain the same.

Highly Co-ordinated Business Systems

According

to Sako (1997), the organisational integration of economic activities

is

integration
levels
High
industrial
are
of
relations.
associated with the national system of
levels
high
by
in
of state risk-sharing,
observed
environments characterised

strong

intermediaries and high market regulations, coupled with some union strength, limited
institutions
formal
in
high
trust
training
system and
public

(Whitley,

1999b). Such

develop
highly
between
co-ordinated
and
actors,
environments encourage collaboration
highly
be
the
a
co-ordinating role.
plays
state
and
shared
systems where risks can easily
For example, studies in Japanese business systems (e.g. Orrü,
institutional

'5

1997) show that

logic
feature
is
key
the
of
organisational
overarching
of
co-operation
a

highly co-ordinated business systems. In the context of cross-national diffusion of work
be
likely
business
to
firms
in
highly
systems are not
co-ordinated
systems,
operating
involved in diffusing central activities that are closely linked to domestic partners and
key
it
difficult
find
"They
[highly
to
activities and
shift
co-ordinating systems]
agencies.
for
foreign
locations,
the
to
need
to
see
and moreover are unlikely
significant resources

14These characteristicsare discussedin Section 3.1.2, Chapter 3.

15 Research on Japanese overseas plants (e. g. Kenney and Florida, 1993) demonstrates that highly coordinated systems "encourage domestic partners to establish subsidiaries in the same locations so that they
in
the new
to
them
and rely on established relationships
reduce uncertainty
can share risks with
environment" (Whitley, 1999c: 18).
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such investment as long as their domestic location and commitments are viewed as
providing major advantages"(Whitley, 1999c:12). Given their strong embeddednessin a
network of mutual obligations and commitment (Gerlach, 1992; Sako, 1992; McMillan,
1996), firms

in these systems tend to implement

incremental,

continuous

and

interdependentchange.This means such firms are more likely to constrain their radical
diversification into related fields. A credit-basedfinancial system also has a role to play
in this, as banks (which have strong links with their clients) become reluctant to invest in
unrelated industries. Hence, there is less of an opportunity for an entrepreneurial
function. However, this does not imply that firms in highly co-ordinated systems have
limited firm-specific competences.As is suggestedby Whitley (2000b:878, brackets
added), "skills are more firm dependentand specific [in highly co-ordinated business
systems, such as Japan] than in economies with strong public training systems organised

around existing industries [as that in Germany]". As will be shown in Chapters3, there is
greater emphasis on tacit work systems and, hence, greater work-system specificity in
highly co-ordinatedNBSs. There is a lock-in to growth goals with credit-basedfinancial
system and long-term employer-employee relations. Such relations based on mutual
limit
obligations
opportunistic behaviour and allow for considerabletrust between actors,
as well as major knowledge and risk sharing. This institutional characteristic may not
in
prevail
other business systems, and its absencemay facilitate the diffusion of work
systems to other contexts. However, the strong connection also means that actors may
find it difficult to exit the network when prevailing conditions change (e.g. Zysman,
1983). Furthermore, the institutional arrangementsof highly co-ordinated systems, such
as reciprocal paternalist authority relations, encourageinvestment in skills development.
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These skills are typically firm-specific due to long-term commitments and an
`experience' model of education(Hibino, 1997), encompassingin-house training andjob
rotation (Dore and Sako, 1997).

The `structure and flow' aspects (Sorge, 1996:73) of highly co-ordinated institutions form
distinct national patterns, in which firms and inter-firm relations are governed within a
tightly-knit

(1996)
Sorge
conceptualises the structural aspects as the properties
network.

that characterise the composition of a group of people or of a system, such as different
types of labour based on age, experience, specialism and learning. The flow aspects refer
to "additions and subtractions which occur with regard to a dimension over a certain
period of time",

Embeddedness in a tightly-knit
diffusibility

(ibid.,

p. 73).

have
implications
negative
can

for the

such as labour market mobility
network

between firms

of work systems from strongly institutionalised

limit
that
environments

opportunistic behaviour and depend on considerable trust between social partners to
contexts exhibiting low extent of alliance integration (Whitley, 2000a). In other words,
highly localised, context-dependent work systems can be `sticky' to diffuse to other
institutional

contexts. Allied

hierarchies, commonly observed in highly co-ordinated

business systems, tend to allow for limited diffusibility

of firm-specific

competitive

distinct
development
foreign
limited
to
of
advantages
subsidiary
subsidiaries and
organisational capabilities, given their highly embeddednature (Whitley, 1999b). Such
hierarchies are seenas internationalising more slowly and incrementally than firms in, for
example, compartmentalised business systems. "A

more common pattern of

internationalisation for firms in highly co-ordinated environments is to rely initially on
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exports because of their dependence on business partners and employees for competitive
advantage" (ibid., p. 21). Societal patterns may not be reproduced in different contexts
even where an oncoming innovation is basically similar, for "changes are not the same in
every society, even when we are dealing with technical challenges" (Sorge, 1996: 81).

The discussionof the institutional characteristicsof highly co-ordinatedbusinesssystems
allows one to claim that the knowledge-driven work systems of firms in highly coordinated business systems are likely to be less diffusible to other institutional
environments. The variation in labour market institutions, state structures and policies
and financial systemsin different societiescan discouragethe diffusibility of knowledgedriven work systems to other firms. (This will be further explained in Section 3.1,
Chapter3).

Compartmentalised Business Systems

The compartmentalised business system, in which UK organisational practices are
embedded, differs greatly from the highly co-ordinated system in its institutionalised
proceduresregulating businesspractice and the norms governing market boundaries. In
less integrated or embeddedcontexts of economic relations with relatively easy market
entry and exit, such as those of the US and the UK, the dominant institutions discourage
co-operation and collaboration between business partners, including employers and
employees. Work systems or organisational practices of firms in compartmentalised
businesssystemsare not strongly embeddedin social networks of close co-operation and
high interdependency.This is illustrated by the member firms' low capacity for collective
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problem solving (Lane and Bachmann, 1997). Relations between actors are defined as
`arm's length' and typically adversarial.16Firms are relatively isolated from each other.
Consequently, the influence of employee interests and business partners on decision(e.
is
low,
is
frequently
in
in
UK
Japanese
the
g.
as
making
reported
studies of
operations
Murata and Harrison, 1991). This has negative implications for continuous innovation

and the development of long-term growth strategies.There is, rather, a reliance on a
institutionalised
facilitates
delegation
formal
that
strongly
systemof rules and procedures
and trust in formal institutions. Trust is governed `contractually' rather than through
`obligational contracting' (Sako, 1992). For example,Kester (1996:108) suggestsAngloAmerican corporate governance emphasises "the reduction of agency costs associated

heavily
formal,
legalistic
from
the
more
on
separation
ownership
control,
relying
with
of
mechanisms to order commercial relationships among transacting parties". The coordinating role of the state is limited. The state acts more as a regulator, where "finance
flows through competitive capital markets rather than banks, and training is more a
matter for individual investment than for co-ordinated collaboration between state
agencies,employers and unions", creating a predictable environment in which rationality
of decision-making can be highlighted to a greater extent (Whitley, 1999c:8). This has
the implication that organisational practices of compartmentalisedbusiness systems are
more diffusible to other institutional environments. The limited collaboration, shorttermism, weak control systems and fragmented training systems in compartmentalised
institutional environments generatework systemsthat are easier to diffuse than those of
highly co-ordinatedenvironments.

16Formal institutions in compartmentalised business
environments "tend to be organised into discrete
spheresof influence with little co-ordination betweenthem" (Whitley, 2000a:8).
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Individualism

and limited conventions governing roles in compartmentalised business

in
discussion
diffusion
(e.
(1992)
Fordist
Lewchuck's
technology
the
systems
g.
of
of
Britain) may foster entrepreneurialism in firms. However, this may not necessarily reflect
firms' capability to develop a firm-specific or idiosyncratic knowledge base. As Lane
(1996: 276) argues "lack of support for favourable access to capital, skill and R&D [in
compartmentalised

business systems] has reinforced
...

the risk-aversion

and short-

termism fostered by the [capital market-based] financial system", which can discourage
the development of firm-specific knowledge base.

Compartmentalisedbusiness systemsare also linked to fragmented training systems. In
identified
Limited
training
are
as
weak.
systems
and control
other words, skills
in
discourages
between
co-operation
and
other
groups
collaboration
employers, unions
the management of training systems (Whitley, 1999b). It is argued that "while
between
functions
level
dismantlement
has
improved,
the
of these
of
collaboration
internal vertical specialisationsis only slowly taking effect in Western firms" (Mueller
and Loveridge, 1997:146). As commitment and mutual dependenceare limited, employee
contribution to knowledge creation is constrained.Adaptation to environmental changes
is through organisational structuring rather than in-house learning and employee
adaptability. The implications of these institutional features for diffusibility of work
systems need to be considered. Isolated hierarchies, commonly observed in these
systems, do not offer the same advantagesin terms of sharing idiosyncratic knowledge
with employees and business partners as allied hierarchies in highly co-ordinated
systems. Competencesare not `constrained' by obligational ties to partners. Hence they
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are more mobile across borders. This deems work practices in compartmentalised
business systems more diffusible to other institutional environments (Whitley, 1999b). In
order to manage risk and uncertainty, firms in compartmentalised systems are more likely
to move assets across sectors and gain experience of managing diverse activities. They

are also more likely to delegateautonomy to subsidiaries,and encouragethe adoption of
'?
polycentric rather than ethnocentric strategies. As Whitley (1996c:20) contends, firms
in compartmentalisedbusiness systems "are likely to assume that their firm specific
competitive advantages can be equally successful abroad as at home... since
[organisational competencesare] not closely tied to particular links with local business
partnersand institutions".

2.1.3.5 Comparing Perspectiveswithin Japanisation, Innovation Processesand Neoinstitutional Literatures

As is shown in Table 2.2, the four major perspectivesas applied to knowledge-driven
work systems diffusion differ from each other in some important aspects.It should be
noted that the distinction drawn in this table is not based on a comprehensive list of
mutually exclusive features of the four major perspectives. The table is a schematic
presentation of the dominant characteristics of each perspective in comparison to the
other. Marked differences in the table concern the focus (processesversus technical
and/or structural properties of firms), the level of investigation (intra-firm versus interfirm), the nature of the framework (universal versus embedded)and the view of work
systems diffusion (objectified versus context-dependentor sedimented). The attention
17Polycentric
strategy refers to the adoption of a system that conforms to local practices (Rosenzweig and
Nohria, 1994).
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paid to the nature and historical roots of social institutions also differs among the
different perspectives.

With referenceto the researchaim, it is essentialto select a perspective that provides a
systematic and rigorous comparison of the levels of implementation and internalisation of
Japanese work systems in `foreign' institutional environments. The labour process view
within the Japanisation literature presents a universalistic approach to the control-related
aim of introducing

Japanese work practices. Although

this view focuses more on

processes than technical and structural properties of firms (which is in line with the aim
of the current research), it predominantly investigates intra-firm characteristics, such as
the impact of Japanese work systems on employee empowerment, rather than inter-firm
organisation of resources. The nature of work systems diffusion (whether it is objectified
or context-dependent) is not of concern in this view. There is a focus on governance and
control mechanisms implicit

in the diffusion of work systems. The impact of path

dependenciesand institutional constraints on the internalisation of such systems is not
acknowledged. The universalistic understanding of the control-related nature of work
systemsin the labour processview within the Japanisationliterature is not in accordance
with the purposeof the presentresearch.

Nor is the `leanproduction'perspectiveconsideredas suitablefor forming the basisof
the analytic framework. Although the level of investigation of work systemsdiffusion is
inter-firm, this perspective ignores the contextualities in the diffusion process. It
emphasiseson the objectified nature of work systems diffusion with a focus on the
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diffusion of work structures and technicalities. There is a universalistic view of work
systemsas best practicesthat can be diffused with easeto other contexts. Constraints on
the diffusion process are not considered.

At a first glance, the user-orientedperspectivewithin the innovation processesliterature
seemswell suited as a basis for the analytic framework in this study. This perspective
focuses on processesand acknowledgesthe social embeddednessof work systems and
the context-dependent nature work systems diffusion. It bears similarities with the
historical neo-institutional perspective with regard to the sensitivity it shows to
internalisation
features
lead
differences
in
that
to
the
contextual
can
of alternative work
systems. However,

studies on innovation

processes adopting

the user-oriented

perspective only recently have aimed at investigating inter-organisational arrangements

(e.
acrosscountries g. Swan et al., 1999).Majority of the studiesadopting this perspective
do not link inter-firm level investigationsto the influence of institutional characteristicsat
a national level (Clark (1987) is an exception to this). If a link is made, this is not
performed in a systematicmanner. The diffusion of organisationalpracticesthemselvesis
not considered as a key learning activity. Rather, internal processes and strategic
decisions about innovation-designof user organisationsare analysed.

In contrast to the user-orientedperspectivewithin the innovation processesliterature, the
historical neo-institutional perspective offers a framework that links characteristics of
work systemsto path dependencieswithin particular institutional settings in a systematic
manner (e.g. Djelic, 1998). A systematic comparison of the context-dependentnature of
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work systems diffusion provides a rigorous analysis of the diffusion process. The focus is
not on the process of technology development but on that of diffusing organisational
structures and processes, including HRM activities (e.g. Sorge, 1991). The impact of key
characteristics of distinct social institutions on the firm is acknowledged. This historical

neo-institutional approach is different from Porter's (1990) work on the competitive
advantage of nations. It is more specific, restricted to fewer countries, related to the
organisation and human resourcesliterature in greater detail and informed by systematic
comparisonsof cases.Regarding thesemerits, the historical neo-institutional perspective
is considered as the appropriate basis for constructing the analytic framework in the
present study. As the analyses using the historical neo-institutional perspective generally

reside at the macro national level (e.g. Herrigal, 1996), arguments are drawn from the
user-oriented perspective in the innovation processes literature to formulate propositions

on the diffusion processat the micro firm level.
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In the following section, a number of shortcomings are listed with regard to observations
in the literature on the historical neo-institutional

limitations
The
perspective.

of the

framework
develop
in
that can
to
are
addressed
order
more
process-sensitive
perspective
guide and structure the present study. In other words, Whitley's

work on divergent

by
linking
is
furthered
than
agency,
capitalisms, which addresses structure rather
implicated.
in
"Contexts of meaning
to
they
are
structures micro-level social action
which
within which individuals define themselves, interpret their roles and act accordingly" are
acknowledged without losing sight of the structural aspects (Karnoe and Nygaard,
1999: 85).

2.2 The Historical Neo-institutional Perspective: Critique and Refinements

The historical neo-institutional perspectiveadoptedhere provides an evolutionary, pathdependent view of transformation. It delineates more a linear, sequential process of
change than a cyclical one. It does not account for instancesof radical change (Djelic,
1999), and runs the risk of overlooking the possibility that organisations can be
sufficiently powerful to enact their environments. In contrast to the evolutionary theory
(Nelson and Winter, 1982), the historical neo-institutional perspectiveis concernedwith
the peculiarities of each institutional context that explain for persistent differences in
organisational structuring and operating. The historical neo-institutional perspective does
not assume path-determined (as opposed to path-dependent) firm behaviour patterns and
market outcomes in an attempt to determine the profitability

firm.
Although the
of each

being
is
highly
decisions
as
of
change
process
seen as
situation-specific and
are perceived
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influenced by various environmental factors, organisational solutions within historical
neo-institutionalism

are regarded as being defined within specific historical contexts via

unanticipated developments. This draws the criticism that the historical neo-institutional
perspective is static in nature. Although the historical variant of neo-institutional theory
rejects the idea of convergence in organisational structuring and operating, it represents a
new constraint, in that, institutional contexts are seen as narrowing firms' choices with
respect to strategies and solutions and as shaping goals and preferences (Hollingsworth
and Boyer, 1997). The emphasis on regularity and stability (or incremental change)
within this perspective rarely builds in the role of the collective or individual

actor.

Rather, actions are seen as predetermined by institutional conditions. However, a firm's
knowledge can be "continually re(constituted) through the activities undertaken within a
firm" (Tsoukas, 1996:22). "Whitley offers no amplification on how [institutional]

forces

interact with the actors' social responses, seen to have become institutionalised within the
he
delineates"
(Loveridge, 1996:5, brackets added). Hence, it is proposed in the
structures
present research that the role of actors in shaping work systems is important. Attention is
paid not only to structural and cultural developments in the past to arrive at explanations
about present diffusion
interpretation

processes, but also to the role of management and the

of alternative

knowledge-driven

work

by
systems

employees. The internalisation

of

work systems can be "blocked or facilitated by the nature of the

cultural infrastructure

and the role of human agencies" (Loveridge,

1987: 193). The

crucial factor in the internalisation of such systems is the interaction between the context
and the process of diffusion. There is an interest here in investigating this interplay. The
historical neo-institutional perspective is refined to incorporate the process dimension of
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the diffusion of work systemsin this study. Empirical evidence is provided to integrate
actors into action and to combine action with constraintsby highlighting the limitations
to the diffusion process. As suggestedby the arguments in the innovation processes
literature (e.g. Hislop et al., 1998), the internalisation of work systems is an active

process involving actors' decisions to adopt new ideas, where the links between
implementation and internalisation processesare important in determining the outcome of
the diffused system. Furthermore, implementation is a necessary condition for
internalisation of a work system,for a work systemcannotbe infused with value unless it
is used in the organisation (Kostova, 1999). Hence, context-dependentknowledge is
subjected to actors' interpretation upon its diffusion to a new setting. In other words, its

"utilisation or developmentduring the innovation processrequires the active involvement
of those workers who possess it" (Hislop et al., 1998:438). Actors have the potential to

interpret
their past experiences."Acquisition of knowledge is not a simple
creatively
matter of taking in knowledge; rather things assumedto be natural categories, such as
`bodies of knowledge', `learners', and `cultural transmission' require reconceptualisation
as cultural, social products" (Lave, 1993:8). In other words, knowledge undergoes
construction and transformation when put to use (Blackler, 1995).

There is a dynamic interaction among episodesof external acquisition of knowledge, its
use by firms and the commitment by firms to the extent that the acquired knowledge
assumesa taken-for-granted or institutionalised nature. Knowledge-driven work systems
are institutionalised when "the employees at the recipient unit attach to the practice a
symbolic meaning and value, as have the employeesfrom the home country" (Kostova,

66

1999:311). Actors are a vital component of work systems that are diffused by translations
to their international affiliates. The refinement suggested here is displayed in Figure 2.1
(which will be explained in detail in Section 2.2.1.4). This figure constitutes one of the
building blocks of the analytic framework. It indicates that, triggered by operational
and/or strategic motivations, work systems are acquired and put to use by management.
The role of management is observed in the implementation

of work

systems.

Furthermore, the acceptance of alternative work systems within the firm points to the
translation of existing work systems by employees that results in appropriated work
systems or the blending of `new' work systems with the existing ones. The adopter view
of diffusion is addressed here with an emphasis on the investigation of the degree of
internalisation

of

knowledge-driven

work

systems.

internalisation processes are viewed as ongoing processes.
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The

implementation

and

Figure 2.1

The Implementation
and Internalisation
Systems with a Process Dimension

of Knowledge-driven

Work

Degreeof implementationof work systems

1

Degreeof internalisation of work systems

Existing
work
systems

lip

Translation/
editing of
work
systems

Appropriated
work systems

Source: Seetext
Although the historical neo-institutional perspectiveacknowledgesthe processof editing
work systems, it views this process as driven by pre-existing legacies. However, actors

be
fully
interests.
in
determined
For example,
their
constrained
and
not
values
may
or
they can amplify their decisions through their memberships in networks. Clark (2000)
imply
firms
do
In
`zones
that
contexts
other
not act alone
contends
of manoeuvre'.
words,
do
they "reconfigure [their] repertoire of capabilities as a design rule except within
nor
certain degreesof freedom" (ibid., p. 304). There is co-evolution, in the sense,contexts
contain constraints as well as enablersand, hence,pre-existing processesin a transitional
period may lead to a new configuration. This is illustrated by Blundel and Clark's (2001)
study on two cheesemakers,categorisedas artisanalor craft-basedfirms, in the UK. Their
tale of the cheesemakersshows that networks in which the firms are embedded are
dynamic, idiosyncratic and living phenomena.They argue that `inherited' factors within
the specific social structures of the two cheesemakersshape learning and, hence, the
growth trajectory of firms.
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The level of analysisin neo-institutional researchis commonly at the macro level. "There
is a pronounced need for cross-cultural scholars to conduct more micro-level research
that documents what happens when managers from different cultures work together"
(Brannen and Salk, 1999:334). There is only a mention rather than a detailed empirical
study of the impact of the national level on that of the firm. The national level is
generally consideredas the appropriatelevel of analysis for social institutions (Whitley,
1992). However, social patterns shapingthe diffusion processat the firm level also need
to be considered. Key characteristicsof the institutional environment in which a firm
operatesare insufficient for a detailed analysis of the implementation and internalisation
of work systemsat the firm level. Once again, an attempt is made to refine the historical
neo-institutional perspective by complementing the national level with the firm level.
This will be detailed in Section 2.2.1. Although Whitley (1999c) defines key work
systemscharacteristicsat the firm level in his later work, it is not clear how these systems
are affected in a context of cross-nationaldiffusion across conflicting national business
systems.

The historical neo-institutional perspectivealso has the shortcoming of disregarding local
institutional characteristics in its analysis. Mueller and Loveridge (1997:154) propose
that "what is perhaps required is that the interaction between the MNC and the key
institutions isolated by NBS/NIS theorists should be studied in greater depth in its local
context and acrossa range of sectorsas well as a number of levels of corporateactivity".

Key contextual characteristics can be both industry-specific and site-specific. The
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historical neo-institutional perspective examines dominant patterns of institutional
arrangement, and hence is not sensitive to different levels of implementation and
internalisation of work systems across different localities, such as location sites. As is
discussed in the next section, it is useful here to analyse the nature of the local (in
addition to the national) contexts of firms, given that the research focuses on a
comparative analysis of the diffusion of work systems.The presentstudy addressesthese
shortcomings by aiming to investigate the interaction between the context and the
process.
2.2.1 Constructing the Analytic Framework

In line with the historical neo-institutional perspective adopted here, the diffusion of
Japaneseknowledge-driven work systemsis seenas being channelledand constrainedby
national social institutions. In other words, a "firm's knowledge is derived from the
broader industrial and societal context within which a firm is embedded" (Tsoukas,
1996:22). Key social institutions that are likely to influence the degree to which work
systems are internalised were listed in Section 2.1.3.4.2. The following sections, from
2.2.1.1 to 2.2.1.3, detail the nature of the influence of national institutional, local
institutional, organisational and group characteristicson the diffusion of work systems.
Similar to Figure 2.1, each of the figures presentedin the three sections constitutes the
building blocks of the analytic framework. This is followed by a discussion of the
attributes of work systemsdiffusion in Section2.2.1.4.
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2.2.1.1 The Influence of Key Institutional Characteristics

National Institutional

Level

Governancestructuresand capabilities developedin home countries can affect the nature
in
how
investments
they
they
the
managed
and
are
and
when
are
made,
of
made, where
internationalisation efforts. It is suggested that weakly institutionalised contexts of
economic activity will be less conducive to developing stable and wide ranging
partnerships and long-term commitments across boundaries (Whitley, 1999c). For
for
China,
their weak state
are
notable
example, particularistic environments, such as
combined with weak norms of governing economic transactions. In contrast to weakly
institutionalised settings, highly co-ordinated business systems, such as Japan, present
lock
long-term
institutionalised
key
into
that
actors
strongly
systemsof normative rules
by
from
business
behaviour
restricting exit
commitments, and encourage co-operative
be
highly
be
business
Hence,
to
systems would
expected
co-ordinated
networks.
favourable to the internalisation of work systems.18However, the ability of firms in such
systems to diffuse their work systems to other institutional contexts is questionable.
Firms in these systems are likely to "limit the size and centrality of their initial FDI"
(Whitley, 1999c:13). (This was discussedin detail in Section 2.1.3.4.2, under Highly Coordinated Business Systems).Given the embeddednessof practices in home economies,
commitments to new partnershipsare expected,in general, to be limited. There is likely
to be an integration of foreign subsidiaries into the parent company's operations, and

18The analytic distinction between highly
link
in
its
business
systems
co-ordinated and compartmentalised
to the degreeto which work systemsare internalised will aid in the formulation of propositions in Chapter
3.
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linkages developing incrementally. Nevertheless, it is likely that firms in highly codoing
learn
their
to
of
ways
ordinated systems will allow
subsidiaries
and adopt new
19
long
is
key
things, as
as there control over
or strategicresources.

Firms operating in highly co-ordinated systemsare highly likely to adopt complex and
risky innovation strategies that require considerable amount of both tacit and explicit
knowledge to develop and implement such innovations. This in turn can enhance and
develop organisational capabilities (Whitley, 2000b). Skills in these institutions are
"more firm-dependent and specific than in economieswith strong public training systems
developed
inWork
industries"
(ibid.,
878).
are
systems
p.
around
organised
existing
house and regardedas highly tacit and difficult to accessby outsiders.

Whereas,given the weak public training systems,the role of the state as a regulator, flow
(see
formalised
finance
through
capital markets and reliance on
rules and procedures
of
Section 2.1.3.4.2 for a detailed discussion),compartmentalisedbusinesssystems,such as
the UK, constitute a weakly institutionalised environment. Such business systems are
likely to be unfavourable to the internalisation of work systems, for firms in these
systems are characterised by `arm's length' relationships, and entry and exit
arrangementsfor actors are more flexible. Firms are not constrainedby obligational ties
to stakeholders,including employees.Their competitive advantagesare not dependenton
other actors in a businessnetwork, and are more willing to invest major resourcesabroad
(Whitley, 1999c). As business partners cannot be relied upon to manage risks, firms in

19The separation of control and local
adaptation activities is difficult where the knowledge diffused is
highly tacit (Kogut and Zander, 1993).
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compartmentalisedsystems"control more widely varied and unconnectedactivities and
resourcesthan co-operative ones" (ibid., p. 14). Consequently,they gain a broader range
of experiencein managing the activities of different kinds of industries. Transplants of
in
firms
likely
be
delegated
by
to
the
parent company
such
are more
autonomy
developing strategiesto adapt to the local context. Knowledge of such firms tends to be
highly mobile given their inclination to standardisework procedures. Hence, they are
likely to assume that their organisational capabilities can produce successful results
abroadas at home.

Firms operating in compartmentalised systems are highly likely to adopt innovation
key
knowledge
dependent
to organisational
that
as
a
strategies
are often
on new, codified
diffuse
likely
be
(Whitley,
formalised
2000b).
Their
to
to
are
easier
systems
competence
than tacit knowledge. Low skills and limited employee involvement in such business
systemscan hinder the learning necessaryto adaptto changing environmental conditions.
Moreover, organisational flexibility is likely to be inhibited by standardisation of
knowledge and the limited accumulationof tacit knowledge (Lazonick, 1998).

The results of the above discussionare summarisedin Table 2.3.
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Table 2.3 The Impact of National Institutional
Diffusion

Characteristics

on Work

Systems

Characteristics of work
systems
Willingness to diffuse
Diffusibility of firmspecific competitive
advantagesto foreign
subsidiaries

Highly co-ordinated

Compartmentalised

Limited
Limited

Considerable
High

Central control of

Considerable

Variable

subsidiariesand integration
with parent companies
Subsidiary developmentof
Limited
distinct organisational
capabilities
Extent to which competitive High
competencesare firmspecific (with referenceto
tacitnessof work systems)
Source:Adapted from Whitley (1999c)

Local Institutional

Considerable

Low

Level

In addition to the impact of institutional variation at the national level, local institutional
characteristicscan have an effect on the implementation and internalisation of Japanese
knowledge-driven work systems. The salient characteristics that are considered in the
dispute
location
level
industrial
the
present research are
area and site of companies'
of
and the skills basein a given region.

A number of researchescarried out in the area of `Japanisation' have examined the
impact of local labour supply and industrial relations of transplantson work organisation
(e.g. Elger and Smith, 1994; Sharpe, 1999). For example, Oliver and Wilkinson (1992)
identify low trade union strength (i. e. low labour dispute) as facilitating the diffusion of
new work systemsin Japanesesubsidiariesin the UK. Furthermore, Sharpe(1999) points
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to the ability of firms to be highly selectivewith regard to their workforce (whereby skills
can be developedin-house) on a greenfield site with high Japaneseinward investment. It
is suggestedthat high levels of foreign direct investment (FDI) familiarise workers in a
region with the practices to be introduced. Moreover, there is a strong network to support

the adoption of `new' systems(ibid. ). The brownfield site in Sharpe's researchpresents
an unsupportive context, characterisedby a traditional declining manufacturing region
(i. e. a centre for manufacturing), a low inward investment, a high level of industrial
dispute and a heterogeneousworkforce in terms of previous work experience, for the
internalisation of `new' work practices. There is resistanceto new methods of work and
shop floor practices. Similarly, Oliver and Wilkinson (1992:55) show that "trade unions
increasethe scope for demarcationdisputes,greatly hindering acceptanceof change and
flexible labour deployment within the company".

Consequently,one can expect the degreeof internalisation of Japaneseknowledge-driven
work systems to be high where there is a favourable local institutional context,
in
by
labour
location
an
characterised a non-unionised
market, and
on a greenfield site
area with a strong service sector (where labour can be expectedto be relatively free of
preconceived ideas in manufacturing, and more easily indoctrinated in new ways of
operating). Similarly, one would expect a large supply of unskilled workers in a given
area to be conducive to the internalisation of alternative work systemsas workers would
not be embeddedin a tradition of manufacturing that can prove to be difficult to change.
For example, Sharpe (1997:186) notes that "the possibility of starting with a new
workforce, with comparatively less experience of factory work including middle-aged
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[can
fewer
allow]
and
young
workers
recently
out
of
school,
women
with
preconceptions,
the introduction of initiatives with comparatively less resistanceand fear by the workers".
In contrast, where there is an unfavourable local institutional context, characterisedby a
location
labour
on a
and
market, a small supply of unskilled workforce
unionised
brownfield site in a centre for manufacturing, one can expect the degreeof internalisation
for
low
(see
knowledge-driven
be
Figure
2.2
Japanese
to
a pictorial
of
work systems
have
impact
local
institutional
key
that
the
on
can
an
characteristics
representationof
work systemsdiffusion).

Figure 2.2 Key Local Institutional Characteristics that are Likely to Have an
Impact on the Diffusion of Work Systems

Location
site

Skills base I
of labour

Level of
industrial
dispute

Location
area

Source: See text

2.2.1.2 The Influence of Key Organisational Characteristics

The nature of organisational characteristics,such as the size and age of the company, are
likely to affect the diffusion of Japaneseknowledge-driven work systems (c.f. Lincoln
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20
Kalleberg,
1990).
For instance, large organisations can offer more benefits than
and
smaller enterprises, and this can explain the high level of implementation of new
practices. Similarly, the longer the affiliate company has been in operation, the more
familiar are the employees likely to become with the new work systems.

The nature of work systemscan be an important factor in the degreeto which systemsare
diffused. The nature of work systems is conceptualised in this study as structural,
cultural, control-related and technological. The four types of work systemsare selectedin
such a way that a comprehensive account of the phenomenon under investigation is
provided. The diffusion of organisational structures is defined here as a shift to team
for
is,
that
to
structure,
a structural environment created employeesto participate through
teams. Organisational structures are seen as having an effect on the work attitudes of
individual employees(Lincoln and Kalleberg, 1990).

Cultural work systems are defined in this study as the values and norms (Dacin et al.,
1999) that constitute the philosophies which underlie the technical and structural
elements of continuous improvement schemes, such as attention to detail and efforts
committed to training. Chatman and Jehn (1994) specify respect for people, detail and
team orientation

as some of the values composing organisational culture. Cultural

practices include internal training and small group activities and the underlying principles
of valuing the details of work, stressingquality, formalising work stagesand demanding
high levels of task-related discipline, generally associatedwith Japanesemanagement,
20The age of a company is
not necessarily related to its location on a brownfield or a greenfield site. For
example, a company on a brownfield site may be younger than that on a greenfield site.
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and "observed in many overseassubsidiaries of Japanesemultinational corporations"
(Dedoussis, 1995:735). For example, training can be the core element of Japanese
employees' high levels of commitment to continuous improvement activities (e.g.
Cutcher-Gershenfeld et al., 1998). It is proposed here that the degree of implementation

by
be
knowledge-driven
internalisation
Japanese
the
can
affected
work
systems
and
of
cultural nature of the diffused practices.

The control-related system is defined here as the degree of Japaneseinvolvement in
in
host
hands-on
decisions
the
management
or adopter
as
strategic
and operationsas well
(1984)
definition
based
Prahalad's
Doz
is
This
argument that a
on
and
company.
partner's influence on joint venture's strategy formulation and implementation is a better
measureof control in circumstanceswhere local firms dependhighly on foreign partner's
technology and marketing methods. Such involvement has implications for the adopter
firm's perception of a power exerciseby the sourcecompany.The role of managementor
managementintervention is crucial in shaping that perception. Managers can act as a
medium for acquiring and encoding timely information. Their strategic and operational
aims and the way those aims are met (hands-onor hands-off) can have an impact on the
direct
diffused.
high
level
For
to
extent
which work systems are
example, a
of
involvement in the developmentof employment skills in Japanis claimed to influence the
involvement of workers in

innovative strategies positively

(Whitley,

2000b).

Furthermore, studies on innovation processesshow that specialised personnel such as
`technological gatekeepers' have a significant effect on the diffusion of knowledge
between organisations (e.g. Inkpen and Dinur, 1998). Consequently, it is proposed here
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that the degreeto which Japanesework systemsare put to use and acceptedis likely to be
influenced by the control-relatedsystemsthat are diffused.

It should be noted that high levels of control could result in a widespread implementation

level
lead
high
but
to
of
a
not necessarily
of source company's work systems
internalisation. As Kostova (1999:319) argues,

when the single motive for the transfer of a practice is to achieve
legitimacy with, and approval by, the parent company, the employees at
the recipient unit will go on to develop positive attitudes toward the
practice. Thus, dependence will have effect on implementation but not on
internalisation.

Ideas or know-how about practices can be diffused only when such practices are actually
perceived and realised by local employees (Abo, 1992).

A number of researches (e.g. Taylor et al., 1994; Delbridge, 1998) within the
`Japanisation' literature point to worker resistancein responseto the power exercisedby
Japaneseexpatriate managementin the diffusion of work systems.For example, workers
can `survive' the system (i. e. attempt to distancethemselvesfrom management,such as
by not wearing the uniform and avoiding overtime), `moderate' the system (i. e. attempt to
secure some control over work such as the speed), and `beat' the system (i. e. secure
significant counter-control in relation to the management system and actively to
challenge managerial prerogatives) (Delbridge, 1998:194). The worker response to a
power exercise can partly reflect the degree to which workers have internalised `new'
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work systems.(This will be further detailed in Section2.2.1.3).

Here, technological practices refer to advanced production systems technology that is
needed for the efficient running of assembly lines and technical systems. Lack of such
technology can be an impediment to delivering efficiency improvements (e.g. Boyer,
1998). Technology diffusion is seen as essential for the design and development of new
models (e.g. Chung, 1998). For instance, Hyundai relied on technology diffusion and
styling concepts from Mitsubishi in order to reduce its lead-time on model development
(ibid., p. 171). The adoption of CAD/CAM

at Hyundai reduced expenditures on new

model development by around 20 per cent by cutting work in progress. Recently, PSA

Peugeot Citroen of France has joined forces with Vivendi, the French communications
group, to develop the technology necessaryfor defining the role of telematics in the car
of tomorrow (FT.com, 2000). A high implementation of Japanesework systemsis likely
where there is a skilful blend of people, businessprocessesand technology. This is based
on the assumption that the diffusion process is related to group responsiveness,
organisational characteristics and institutional characteristics, such as employment
systems,labour markets and organisationalstructure (Hedlund, 1994). Consequently,it is
proposed here that technological practices can also have an effect on the diffusion of
Japaneseknowledge-driven work systems.

In the presentstudy, cultural and control-related systems21are taken as largely intangible,
tacit systems,whilst structural and technological systemsare seenas representinglargely
21Control-related systems
are also seen as intangible given the reliance of the Japaneseon networks of
interdependencerather than formal setsof rules for surveillance (e.g. Fucini and Fucini, 1990).
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tangible, explicit systems(see Section 2.1.2 for a conceptualisationof tacit and explicit
between
in
line
is
distinction
drawn
This
by
(1999:
124)
Brannen
the
systems).
with
et al.
the "`hard side' [or the hardware] of the production system-the equipment, technical
processflow (such as heat treat and machining), automation and flexible assembly" and
the `soft side', or the software, of the production system, such as a system of quality
assurance,a clean and orderly workplace and a well maintained equipment wherever
possible. The software of the production system, in this context, refers to processesthat
are heavily people-dependent:that is of high system embeddedness.For example, "in
Japanesecar plants people are still playing key roles at many levels" (Abo, 1992:171).
The plant level people are expectedto have the ability to understandthe linked processes
before and after their own jobs and to be involved in attending the machines as well as
the products handled by them. In other words, processesthat are more or less tightly
integrated with other technical and social systemsare seenas being highly contextualised
or of high tacitness.Tacit work systemsin this study are operationalisedas the intangible

foundationof continuousimprovementschemes,suchasdiscipline,trust, teamspirit and
participation. In contrast, processesthat can easily be detached from their context of
formation are characterisedin this study as highly objectified, to the extent that they are
low in system embeddednessand reflect a large explicit knowledge base. Explicit work
practices in the present study are operationalisedas the tangible foundation of continuous
improvement schemes,such as team-basedorganisationalstructure and technology.

It is proposedin the presentstudy (in support of the propositions that are to be formulated
in Chapter 3) that an emphasis on the cultural and control-related work systems, as
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defined here, can be favourable to the internalisation of knowledge-driven work systems,
as it would aid in diffusing the original meaning of the source company's work systems.
The associationof an exerciseof control with the intemalisation of work systemsis based
on the argument that the Japanesetend to exercise implicit forms of control (i. e. social
investment that extendswell beyond hierarchical principles) that may be less resisted by
employees than explicit forms of control such as direct supervision (e.g. McMillan,
1996). Furthermore, "deliberate efforts to build trust, promote behavioural norms and
information networks that lead to co-operation,consensusand a senseof collective vision
in the Japanesecorporation" (ibid., p. 214) can result in high level of internalisation of
knowledge-driven work systems. In contrast, an emphasis on the structural and
technological work systems,as defined here, can be unfavourable to the internalisation of
knowledge-driven work systems. The focus on the tangible features of the alternative
work systems can undercut people's motivation to commit themselves to such work
systems(e.g. Cutcher-Gershenfeldet al., 1998).

2.2.1.3 The Influence of Key Group Characteristics

The degree of compatibility between values of the source firm and those of the adopter
firm can be expectedto have a positive impact on the diffusion process.Focusing on the
adopter, it is suggested here that since the diffusion of work systems is typically
associated with learning, change and innovation, cultural orientation of the adopter
towards learning, innovation and change are likely to result in a more positive attitude
towards the diffusion process(Kostova, 1999).
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The willingness of employeesto accept alternative work systemsis seenas a key group
characteristic that can have an impact on the diffusion process (Mathieu and Zajac,
1990). This is labeled here as the attitude of teams towards the work systems of the
source firm. Specifically, it is the commitment, or the senseof ownership, which various
An
firm
display
improvement
towards
the
schemes.
adopter
quality
groups within
investigation at the group level is addedto that at the organisational level in recognition
For
in
internalisation
`new'
the
the
end.
systems
at
adopter's
of
work
of employees' role
example, Takeuchi (1981) argues that the contribution of lower levels in the
organisational hierarchy in the improvement of overall product quality has been very
important in the overall strength of Japanesebusiness activity. Furthermore, Casper
(2000:903) argues that medium levels of employee motivation, or a `hold-up' problem,
demanding
highly
likely
in
and time-intensive work
are
extremely competitive,
in
firms
is
be
The
to
therapeutics.
claimed
even
worse
such
as
situation
environments,
that emphasiselong-term relational contracts and engagein technological progress in a
in
knowledge
).
firm-specific
(ibid.
is
It
the
to
cumulative manner
generate
proposed
present study that high levels of commitment displayed by employees are likely to be
favourable to the internalisation of knowledge-driven work systems. In contrast, where
the willingness of employees to accept alternative work systems is low, the
internalisation of thesesystemswould be expectedto be low.

As a whole, the knowledge-driven work systemsin this study can be influenced by (i) the
differences in national institutional context (i. e. the degree of compatibility of structural
and cultural legacies)between the sourceand the adoptercompany, (ii) the labour market
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and inward

investment

patterns within

the local

institutional

context,

(iii)

the

organisational characteristics of the adopter firm and the nature of the diffused work
systems and (iv) the adopting teams' perceived value of and commitment to the work
systems.

2.2.1.4 TheAttributes of Work SystemsDiffusion

Having discussed the likely influence of multilevel characteristics on the diffusion of
Japanese knowledge-driven work systems, this section provides a conceptualisation of
the work systems diffusion process. The work systems diffusion process is seen here as
composed of two stages: (i) implementation and (ii) internalisation. As this study adopts a
context-dependent definition of knowledge and emphasises the adopter or user side, as
opposed to the supply side of knowledge-driven work systems diffusion, it is proposed
here that

a theoretical

distinction

is needed between

the implementation

and

internalisation process. This is to acknowledge the role of actors in appropriating work
systems (Clark,

1987). The "blending

changes in organisational

and redesign of technical systems alongside

practices and local context"

is referred to here as the

appropriation of work systems (Swan et al., 1999:906; Swan and Clark, 1992). It is seen
as the process of unpacking and reblending new ideas within existing contexts in order to
develop firm-specific solutions (Clark and Staunton, 1989). The transformation process is
"affected by such processes, whereby external knowledge/artefacts/methods are `fused'
with internal knowledge/procedures/systems"

(Hislop et al., 1998:430). It should be

noted that supply-oriented models "presume that the only problems worth considering are
inside the user firm at the stage of implementation" (Clark et al., 1992:7 1). However, this
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study attempts to investigate the diffusibility

of meaning, value attached to work systems

in addition to structural and technical elements. Where the original meaning of the source
be
likely
difficult
diffuse,
to
to
the
company's practices are
existing work practices are
redefined and restructured until eventually they become routine.

The concept of `knowledge-driven work systemsdiffusion' is used intentionally in this
study. It is distinguished from the concept of `knowledge-driven work systemstransfer'
flow
that
the
to
of technical skills or
emphasises
which refers a communicationsmodel
technological capabilities from source to affiliate firms (e.g. Mowery et al., 1996). In a
is
is
knowledge
that
treated
object
created,packaged and
as
an
communications model,
(Hislop
in
1998).
However,
in
form
from
to
et
al.,
another
an
unchanged
one
unit
moved
the present study, knowledge is seenas context-dependent.Its diffusion points to sharing
ideas
knowledge
lines.
`diffusion'
"how
The
of
explains
new
across
company
concept
of
ideas
(or
ideas
rejected)",
or
why
so
many
and
why
some
are
chosen
are communicated
fail during implementation or generateunanticipated consequences(ibid., p. 429). It is
well-suited to explaining the locally situated sense-making process of technical and
organisationalknowledge acquisition.

The introduction of `new' work systemsby managementat the adopter firm is labelled
theoretically and empirically in this study as the implementation process, whilst the
routinisation or institutionalisation of work systemsby workers is analytically understood
as the internalisation process. More specifically, the internalisation process refers to the
(Kostova,
by
is
infused
that
acceptanceand approval
employeesof a practice
with value
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1999). For example, Abrahamson and Rosenkopf (1993:492) argue that "with increases
in the number of organisationsmaking independentproblem-solving decisions to adopt
an innovation, the innovation becomes increasingly `infused with value beyond the
technical requirements of the task at hand' (Selznick, 1957: 17)". In other words, many

organisations adopt an innovation, basednot on individual organisation's assessmentof
this innovation's efficiency or returns, but on what is considered legitimate for
organisationsto use this innovation. In an empirical sense,internalisation is understood
as the acceptanceby workers of the tacit principles of continuousimprovement schemes.

It is expectedthat higher levels of implementation of a particular work system will be
associated with higher levels of internalisation of that work system. The concept of
appropriation itself reflects this cumulative and progressive transformation of work
systems.Where the alternative work system is incompatible with the existing practices,
one would expect problems in internalisation (Swan and Clark, 1992). It is also possible
that although a work system is formally implemented, employeesmay not infuse it with
value by developing positive attitudes towards it. On the whole, a focus on the degreeof
internalisation of work systems can provide important insights into the problems of
diffusing alternative work systems (see Figure 2.1 on page 68 for a pictorial
representationof the implementation and internalisation process).

2.3

Summary of the Analytic Framework

In the previous sections of this chapter,key attributes of work systemsdiffusion and the
relevant key national and local institutional, organisational and group characteristics
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(which were presentedas the building blocks of the analytic framework) that are likely to
influence the diffusion processhave been identified and discussed.Thesebuilding blocks
are integrated below into a single analytic framework (see Figure 2.3). This framework,
in turn, is used to formulate five propositions in Chapter 3.
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Figure 2.3 Analytic Framework
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Source: Seetext
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work systems

Figure 2.3 shows the impact of the key national institutional, local institutional,
degree
implementation
the
and
of
characteristics
on
organisational and group
internalisation of work systems.The structural elements, such as the type of capitalist
diffused
location
work systemsand attitudes of teams towards the
site,
nature
of
system,
is
firm,
the
that
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element,
with
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complemented
systems
of
source
work
institutional
figure
is
in
internalising
It
the
that
this
proposed
work systems.
process of
implementation
impact
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systems of
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internalised.
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The nature and the likely influence of key institutional, organisational and group
be
but
it
in
have
been
this
chapter,
should
addressed separately
characteristics
if
be
into
it
is
impact
to
taken
that
their
that
an
account
combined
needs
emphasised
analysis is to be made on the diffusion of work systems.Moreover, the likely influence of
the suggestedcharacteristics should not be taken as a straightjacket for the analysis.
Rather, the figure servesas a schemafor data analysis.

The application of the framework in a comparative analysis implies the following steps.
First, data are gathered on the structural and cultural legacies of different countries (the
UK and Japan). Then, the characteristicsof each local institution are determined. Next,
This
identified.
firm,
including
in
of
are
attributes work systems,
nature of practices each
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is followed by the identification of group characteristics. Finally, the elements in the
framework are analysedin connection with each other, and the key (national and local)
institutional, organisationaland group characteristicsare comparedand contrastedto gain
insights into the link between thesecharacteristicsand the extents of implementation and
internalisation. The application of the framework is discussedin the following chapter.

In sum, the historical neo-institutional perspective has been refined in the following
manner. First, the processesthat underlie the implementation and internalisation of work
systems, acknowledging the role of actors, are made explicit. Second, detailed
specifications of the implementation and internalisation processesat the firm level have
been called for in support of an analysis at the national level. Third, local institutional
characteristics have been taken into account in the operationalisation of institutional
variation acrossfirms.

2.4

Summary

In this chapter, the concept of `work systems' has been defined and discussed.Work
systems are understood as driven by people's knowledge, ideas and suggestions and
founded on harnessingknowledge at the point where products are made and services are
delivered. Both the structural and processuralaspectsof work systemsare addressed.

On the basis of a review of comparative research approaches,specifically the labour
process and lean production perspectiveswithin the `Japanisation' literature, the useroriented perspective within the innovation processesliterature and the historical neo-
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institutional perspectivewithin the neo-institutional literature, it has been indicated in this
chapter that the diffusion of work systemsis influenced by host country's legitimated
structures

and

cultural

understandings.

Research

concerning

the

institutional

embeddednessof work systemshas been discussedwith particular referenceto Whitley's
divergent capitalisms view within the historical neo-institutionalist outlook on diffusion
of work systems.From the six types of ideal businesssystems(fragmented, co-ordinated
industrial district, compartmentalised, state organised, collaborative and highly coordinated),

the

present study

focuses on

the

`highly

co-ordinated'

and

`compartmentalised'businessenvironments,which reflect the Japaneseand UK contexts
distinct
is
in
It
that
this
societal environments of
nationally
chapter
respectively.
argued
highly co-ordinated business systemsallow for limited diffusibility of work systems to
business
institutional
In
environments. contrast,competencesof compartmentalised
other
systemsare seenas more mobile acrossborders due to the absenceof obligational ties to
other actors in such systems. The impact of key national and local institutional,
organisational and group characteristicson the diffusion processis discussedin an effort
to construct an analytic framework that can guide the presentstudy.
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CHAPTER 3
APPLICATION

OF THE ANALYTIC FRAMEWORK

In this chapter, the application of the analytic framework, constructed in Chapter 2, is
discussed.The process of work systems diffusion is examined within Anglo-Japanese
collaborations. The Japaneseand UK contexts are discussedas nationally distinct social
settings with specific organisational structural and cultural legacies. For this purpose,
detailed descriptionsare provided for eachcountry relating to the nature of HRM systems
or employment practices, such as the following: reward systems and employee
governance, workplace relations and task organisation and control or structural forms.
The variation in the structural and cultural legaciesbetweenthe two countries is shown to
hinder the diffusion of `new' work systems.A discussionof the institutional limits to the
diffusion of work systemsat the national level is followed by an outline of the difference
in emphasisplaced on tacit and explicit knowledge in Japan and the UK. The resulting
insights on work systemsdiffusion are related to the analytic framework to formulate a
set of propositions with regard to the influence of institutional, organisational and group
characteristics on the implementation and internalisation of knowledge-driven work
systems.

3.1

Limits to Diffusion of Work Systems

As was discussedin Chapter 2, the diffusion of work systemscan be influenced by the
variation in the institutional settings of the source and adopter firms. This section
discussesthe difficulty in the diffusion of work systems,specifically from the Japanese
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context to that of the UK. The presentstudy conceptualisestwo levels of embeddedness22
in explaining the difficulty in the diffusion of work systems:one at the macro level and
the other at the micro level. Macro-level embeddednessaddressesthe nationally distinct
business
UK
institutions,
legitimacy
Japanese
the
and
characteristicsof social
such as
of
systems,including structural characteristicsof organisations and HRM systems.Microlevel embeddednessaddressesthe emphasis on the tacit nature of the diffused work
systems.Theseare considerednext.

3.1.1 Embeddednessat the National Level: Structural Legacies of Organisations
Organisational Structural Legacies of Japan
Dominant practices in relation to specific areas, such as reward systems and employee
governance in Japan, combine to form

distinctive

configurations.

The presumed

by
Japanese manufacturers over their
commitment and motivation advantage enjoyed

Anglo-Saxon counterparts is said to emerge from a distinctive set of organisational

structuresand employmentsystemsthat characterisethe Japaneseworkplace(Lincoln
in
(Nakane,
1970
Kalleberg,
1990).
Bureaucracy
and
and paternalism are synthesised
Kubo et al., 2001; Clark, 1979; Hill, 1981) and welfare corporatism is advocated(Dore,
1973). This is also viewed as a combination of `learning bureaucracy' and `democratic
Taylorism' (Adler, 1992). The internal labour-market developmentsin Japan are seen as
allowing for greater informal participation in decisions, compared with Anglo-Saxon
plants. The collectivist values and tightly-knit networks of Japanesesociety (Yoshimura

22The definition of embeddednessis
provided in Chapter 2.
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and Anderson, 1997)23are believed to encouragelow strike activity, absenteeismand
turnover, as was discussed in Section 2.1.3.4.2, under Highly Co-ordinated Business
Systemsin Chapter2 (seeOliver and Wilkinson (1992:53) for a historical analysis).

According to Morgan et al. (2000a:11), "Japanesefirms in general tend to be the least
diversified; they concentrate on a particular range of skills and competencesaround
specific technologies and markets". Their subsidiaries are highly integrated into the
Japaneseheadquarters.Unlike Anglo-Saxon firms' preference for `flat' organisational
structures and greater diversification, Japaneseorganisations are seen as having thickly
populated vertical hierarchies and proliferating work units, which break up occupational
and class loyalties while encouragingthe formation of organisation-wide cohesive bonds
(Besser, 1996; Liker et al., 1999).

A key feature of Japanesefirms is believed to be their commitment to small-group
(Cole,
1979). It is believed that their history of nationalism led them to design
activities
organisations in which the core values of Japaneseculture, such as group orientation,
harmony, loyalty, respect for age and authority, were protected.Team-level sharing, as in
quality circles and new model changeoverteams,is said to strengthenfactory knowledgecreation capabilities (c.f. Fruin's 1997 study of knowledge works at Toshiba). It is argued
that these activities enhance knowledge sharing through `socialisation' (Nonaka and
Takeuchi, 1995)24,and create a "sense of belonging, involvement and participation"

23These characteristics do
not necessarily resonate an emotional bond. Rather, there is dependenceon
others with the expectationthat they will behavein accordancewith the given code of conduct.
24 This is illustrated by Matsushita's Home Bakery team. "At Matsushita, team
members apprenticed
themselvesto the head baker at Osaka International Hotel to capture the essenceof kneading skill through
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(Liker et al., 1999: 11). However, it should be noted that this participation is more
Such
1995).
(e.
1994;
Delbridge,
Turnbull
Delbridge,
than
strategic
g.
and
operational
involvement takes place within a context of high vertical hierarchy, formalisation and
hierarchy
(Yoshino,
in
1968).
However,
this
type
of
standardisation
production systems
differs from that found in British firms. Liker et al. (1999) argue that there is relatively

limited coercive rationale that producesefficiency at the expenseof worker commitment,
flexibility and improvement momentum in the Japanesehierarchy.25

Overall, as was explained in Chapter 2, the Japanesebusiness system is classified as
`highly co-ordinated', with a considerably reliable legal system, co-ordinating and
developing state, bank (credit)-based financial system, limited public training system,
highly paternalist authority and limited union strength(Whitley, 1999b;2000a).
Organisational Structural Legacies of the UK
In contrast to a synthesis of bureaucracyand paternalism commonly observed in Japan,
there are "fewer supervisory contacts, less worker control, and a poorer quality of
is
It
233).
in
(Lincoln
Kalleberg,
1990:
West"
the
and
supervisory and co-worker relations
argued that the structural differentiation or pronounced differences among managers,

bodily experience" (Nonaka and Takeuchi, 1995:85).
25In spite of the arguments for the distinctive architectural features of Japanesefirms, it should be noted
that Japaneseorganisationsare fundamentally not different in their multidivisional structural features from
their European counterparts. Historically, similar to European firms, they displayed a clear, top-down
structure organised around functions. With the "presence of successful U. S. multinationals, largely
organised around the multidivisional structure" in Europe and the role of consulting firms, there was a
spread in the multidivisional form in Britain (McMillan, 1996:217). The shift to this structure was much
slower in Japan.According to Suzuki (1980), only 56 per cent of top 100 Japanesefirms had adopted the
divisional structure, as compared with the 72 per cent in Britain, by the mid-1960s. Nevertheless,
`similarities' in macro-organisationalfeaturesin Japanand the UK are exposedto the influence of different
traditions and interpersonal relations or meso-level organisational features. Hence, the way in which
multidivisional structuresoperatein the two countries differ.
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supervisorsand workers do not encourageteamwork. The form of bureaucracyfound in
traditional UK fines is seenas different from that of Japanesefirms, in that it is designed
for the purpose of control. According to Liker et al. (1999), its features, such as

procedures and standards, serve to control performance standards.The organisational
fatter'
in
business
be
UK
by
`flatter
the
to
and
structures
system are claimed
marked
hierarchies, due in part to the fact that promotion and pay are based on merit (Besser,
1996)26 The business behaviour, based on individualism in the UK (Casson et al., 1996),
is likely

behaviour among firms.

to lead to adverse competitive

Strike activity,

27
(Lane,
been
1996).
expected occurrences
absenteeism and turnover have traditionally

Management's desire for control over many key operating decisions, and the many
have
differences
between
reinforced an adversarial
symbolic
workers and managers,
workplace, whereby management-employeerelations are said to be restrained (McMillan,
1996).

Overall, as was explained in Chapter 2, the UK business system is identified as
`compartmentalised',with a reliable legal system,regulative state, financial systembased
low
low
training
a
capital
market,
and
on
weak public
paternalistic authority
system,
union strength (Whitley (1999b:61), see Table 3.1 for a comparison of the types of
businessenvironmentsin Japanand the UK).

26On the other hand, as detailed in Section 3.1.2, the Japanese
managementsystem is seen as upholding a
seniority-basedpay systemas a meansof developing core employees(Sako and Sato, 1997).
27For example, the development and
retention of Anglo-Saxon managersin Japanesetransplants overseas
is seenas a seriousproblem (e.g. Kenney and Florida, 1993).
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Table 3.1 The National Institutional Features Associated with Types of Business
Systems in Japan and the UK
Types of Business
System/ Key Features

Highly co-ordinated
(such as Japan)

Compartmentalised
(such as the U

Authority Relations
State

Contractual
Regulative

Legal system
Financial system

Highly patemalist
Co-ordinating and
developing
Considerablyreliable
Bank (Credit)-based

Public training system"
stem
Union strength

Limited
Limited

Weak
Low

Reliable
Capital market

Source:Adapted from Whitley (2000a and 1999b:60)
3.1.2 Embeddedness at the National Level: Cultural Legacies of Organisations

Organisational Cultural Legacies of Japan
Some of the work processeswhich differentiate East Asian work systems from many
continental Europeanones are task specialisation,degreeof worker discretion, degree of
managerial control, degree of separation and segmentation between managers and
workers, and degree of employer commitment to employment security (Whitley,
28
1999b).

It is argued that the Japanesemanagementsystem allows considerableindependenceto
individuals or work groups as to how work is conducted, and tasks are usually more
broadly defined (Pascale and Athos, 1986; Fukuda, 1987; Kenney and Florida, 1995).
There is an effort to secure "enhanced leverage over effort and worker compliance to
boot" (Danford, 1998:41). It is also claimed that the regular Japaneseemployee identifies
with the firm (Aoki, 1988). The characteristic of `groupism' (Wilms et al., 1994) is
28Pleasenote that the discussion
on organisational legacies of Japanand the UK is structured along these
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widely seen as conducive to the effective running of Kaizen systems (Tolich et aL, 1999).
The education system in Japan is said to provide "little or no tradition of independent
craft or skill, so companies take on employees and train them up, in-house, entirely
leaders
(George
is
Levie,
1984:
26).
It
the
to
their
and
and
not
only
according
own needs"
facilitators of the quality control (QC) process who are trained. In Japan, years rather than

hours are spent on the training of the QC members(ibid. ).

Although Japaneseworkers in large organisations may have some discretion over
do
little
in
"have
tasks
they
they
or the conditions under
what
performance,
say
very
which they do them" (Whitley, 1999b:90). Unlike the Taylorised system observed in the
UK (Lane, 1996), the `paternalistic delegatedresponsibility' system in Japan offers low
image
differentials
between
The
managers
and
workers.
world
reward
and segmentation
large
degree
in
Japanese
80s
the
to
the
still rests on, "commitment,
of
rested on, and a
identification, and loyalty Japaneseemployees exhibit toward their firms, low rates of
industrial conflict, absenteeismand turnover combined with higher worker productivity
and production quality" (Lincoln and Kalleberg, 1990:738). These characteristics may
prove difficult to replicate in the UK context, which is characterisedby adversarial
relations between managementand workers.

It is a known practice for "Japaneseemployers to set out to build organisational cultures,
involving high levels of worker commitment, and flexibility" (Warner, 1994:510). This
model is based on three pillars: seniority wages (nenko), lifetime employment (shunshi

five dimensions,which are labelled by Whitley (1999b) as `characteristicsof work systems'.
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koyo)29and enterpriseunionism (kigyobetsurodo kumiai) (Morris and Wilkinson, 1995).
Japanesemanagementprinciples that typically emphasisethe key objectives of quality
and flexibility, long-term growth (Sullivan et al., 1981), market share, employment
security and close, trust-basedrelations to suppliers, customersand financers (Lillrank,
1995:978) standon thesepillars.

In summary, the traditional Japanesesystem of corporate management is seen as
characterisedby

is
that
training
to
of average competence,
everyone
standardised
ensure
seniority-based rewards, aversion to competition and emphasis on
harmony, group responsibility, and organisation at once authoritative and
democratically participative. (Odaka, 1986:51)

These practices are claimed to create employment stability, flexible personnel policies
and strong employee identification with the company (Odaka, 1986). According to
Whitley (1999b:92), the Japanese work systems can be dominantly identified as
`paternalist', commonly observedin highly co-ordinatedbusinesssystems.The Japanese
institutional context is seenas combining low levels of job fragmentation, high employer
commitment to employment security, considerableworker involvement and managerial
control of work organisation, and relatively low separation of manager from workers
(ibid. ). Although such employment practices are currently in a state of change,triggered
by the Asian financial crisis of the early 1990s, they are still seen as having positive

29Lifetime employment is seen having
as
positive implications for skills development and labour turnover
(Dickens and Savage,1988).
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implications for participative, hands-on management; commitment to continuous
improvement activities; team work and on-the-job training; and technical advancement30
(McMillan,

1996). Although Casson et al. (1996: 40) claim that "just as the Post-modem

firms have striven to assimilateJapanesemethodsto an individualistic environment, so in
the post-war period leading Japanesefirms have been assimilating US businessmethods
to a much more organic environment", there are few indicators that speakof any `radical
transformation' in the Japaneseworkplace at this point (Dirks et al., 2000). Proposalsto
rejuvenate Japanesefirms by introducing individual initiative, clarity in job descriptions,
multitrack personnel systems with distinct hiring, remuneration, welfare, training and
promotion schemesserve as symbols and metaphors,rather than blueprints, that create
tension or conflict betweenwhat is and what would or should be (ibid. ). Similarly, Porter
et al. (2000:17) contend that "there have been some calls for restructuring especially in
the financial sector but no consensuson what the restructuring should look like". For
example, in a survey of large and medium-sized firms, conducted in 1993, less than 10
per cent of Japanesefirms had loosenedformal office presencerules for R&D workers,
limiting the use of the number of working hours or input efforts in their evaluation, or
had introduced performance oriented, in contrast to seniority oriented, compensation
systems(KSKKK, 1994 in Dirks et al., 2000:550). Moreover, "it should be noted that the
practices ascribed to Japanesemanagement are seen in a variety of non-Japanese
organisations,but are more normatively acceptedin Japan" (Besser, 1996:11).

30Worker and technology
are not viewed as being in conflict or threat to job security in the Japanese
context (McMillan, 1996).
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Organisational

Cultural Legacies of the UK

In comparison with the human resourcepractices observed in Japan,the UK system of
HRM is less homogeneous across industries and sectors. Nonetheless, two general
features of the system can be outlined when making comparisonswith other countries:
first, industrial relations in the UK have been adversarial31(as was discussedin Section
3.1.1) and second,employment security is low (McMillan, 1996). Unions in Britain have
traditionally had only marginal influence over hiring and firing practices (Lane, 1996).
Lower employment security in Britain (Whitley, 1999b) is connectedto lower investment
in skills development by UK firms (Sako, 1992) and the lack of a lifetime relationship
with employees (Ho, 1993; Scarbroughand Terry, 1998). "The training system is more
weakly institutionalised and standardisedacrossindustrial sectors" (Whitley, 1997:256).
In other words, skills training and control systems are weakly developed (Whitley,
1999b).British deficiencies in skills training have negative implications for technical cooperation and trust. Given British managers'low level of formal education in comparison
to those in strongly institutionalised contexts, such as that of Germany (Lane, 1996),
there are frequent transfers for promotion between firms, as well as changing far more
between functional specialismswithin firms. In addition, the education level of workers
has been such that the expectationsof workers have been largely economic rather than
social (McMillan,

1996). High managerial control and low worker discretion or

involvement are seenas creating `them and us attitude problems' (Oliver and Wilkinson,
1992:186). In other words, with the availability of low skill workers, management
hierarchy has been enhancedand the ideological framework
been
has
`them
and
us'
of
31This is
associatedwith the confrontational nature of management-workerrelationships in the UK (e.g.
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reinforced. Such an ideological framework can limit the extent to which commitment
amongthe UK workers can be attained.

According to Whitley (1999b), the UK work system can be dominantly identified as a
`Taylorist' one, commonly found in compartmentalisedbusinesssystems.In summary, it
can be argued that the UK system "combines high levels of job fragmentation,
managerial control over task performanceand work organisation,strong manager-worker
separation, and low employer commitment to employment security" (ibid., p. 92, see

Table 3.2 for a comparisonof the types of work systemsin Japanand the UK).

Table 3.2 Types of Work Systemsin Japan and the UK
Characteristics

Paternalist

Taylorist

(such as Japan)
Low
Considerable

(such as the UK)
High
Low

Task fragmentation
Worker discretion and
involvement
Managerial control of
Considerable
work organisation
Separationof manager
Variable
from workers
Employer commitment to
High
employment security for
core workforce
Source:Adapted from Whitley (1999b:92)

High
High
Low

As with the categorisation of business systems characteristics (in Table 3.1), only
dominant characteristics of work systems are highlighted in Table 3.2. Although the
operationalisation of the `paternalist' and `Taylorist' typologies is static, it is useful in

Maurice et al., 1980).
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providing a general picture, in relative terms, of the dominant forms of work systemsin
different national contexts.

3.1.3 Embeddednessat the Firm Level
It is argued that there is a difference in the emphasis placed on explicit and tacit
knowledge in Japan and the UK. Work practices can be considered as highly tacit in
Japan, whilst they can be regarded as of lower tacitness in the UK (Inkpen and Dinur,
1998). The basis for this claim rests on Hedlund and Nonaka's (1993) argument that
"Western firms lose much of their potential for knowledge creation by overemphasising
knowledge
explicit
and the developmentof complex managerialhierarchies, systemsand
standardisation" (Inkpen and Dinur, 1998:457). Emphasis on tacit knowledge in the UK

is overshadowedby the importance given to relatively more easily diffusible explicit
knowledge (Takeuchi, 1998). This is partly evidenced by the Anglo-Saxon firms'
propensity to jump on fashion bandwagons(e.g. Abrahamson, 1996).

Emphasis on Tacit Knowledge in Japan
Japan is perceived as emphasising tacit knowledge and the process of creating new
knowledge with the involvement of everyone (Nonaka and Takeuchi, 1995; Takeuchi,
1998). In this context, communication is seen as an integral part of the knowledge
diffusion process. It is argued that Japanesefirms focus on the `soft' dimension of
management that is skills, staff, style and superordinate goals, rather than strategy,
structure and systems (Pascale and Athos, 1986). Similarly, Nonaka and Johansson
(1985) argue that it is `natural' for Japanesefirms to demonstrate an environment of
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organisational learning, given Japanese management's consensus decision-making
(as
facilitates
knowledge
that
sharing and on-the-job and continuous education
process
discussed in Section 3.1.2). Many of the knowledge diffusion issues "come down to
finding effective ways to let people talk and listen to one another" (Davenport and
Prusak, 1998), and this is said to be provided by the Japanesecontext (e.g. Nonaka and
Takeuchi, 1995). The organisation in the Japanese context is perceived as a `living
organism'

(c. f. Morgan,

1986 for a definition)

32
innovation.
pursuing continuous

According to Takeuchi (1998), Japaneseemphasis rests on the importance it places on the
`whole personality', rather than the mind alone. There is no dualism between the knower
33
known.
Hence, there is an attempt to keep the human element of knowledge
and the
34 There is
production alive.
an organisational, rather than a market, orientation to skills

development in Japan. There are rules and hierarchies governing employer-employee
relations within a plant or corporation (McMillan, 1996). Consequently,skills profiles are
developed internally through corporatetraining policies. "A high degree of homogeneity
have
distinctive
together
traditionally
of markets and skills,
employment practices,
with
linked together to facilitate high commiment to the enterprise as a whole" (Sharpe,
2001: 197). Internally developed incentives for training, commitment and turnover render

in
Japanhighly tacit.
systems
work

Iwata (1982:iii) argues that given the high level of institutionalisation of the Japanese
32This is contrasted,by Munakata (1998),
with the mechanisticorganisationsin the US.
33The different forms of knowledge in Japan
and the 'West' are claimed to be dictated by the intellectual
traditions of Zen Buddhism and Cartesian dualism (Takeuchi, 1998). The former is based on the principle
of "the onenessof the body and mind", whilst the latter is founded on the argument that "true knowledge
can be obtained only by the mind, not the body" (ibid., p.7; also see discussion of East-West managerial
mindsets in Chia, 2000).
34This avoids the degeneration knowledge
of
production into a fad (c.f. case studies in Scarbrough and
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practices, "it is rather doubtful whether Japanese-stylemanagementcan be transplanted
as it is to other countries". Hybrid solutions are common where Japanesebelief systems,
which are not readily compatible with those in compartmentalisedbusinesssystems,are
diffused to Anglo-Saxon contexts (c.f. Taylor et al., 1994; Mair, 1998b). For instance,
QCs, JIT delivery, teams and suggestionprogrammes,which are interdependentwithin
an entire system of a strongly institutionalised context, as that of Japan, can produce
vastly different results when taken out of context.

Emphasis on Explicit Knowledge in the UK

In comparisonwith the Japanese,UK managerstend to focus more on explicit knowledge
that can be measuredand managedby a selectedfew who carry out knowledge initiatives
(Takeuchi,

1998). According

to Takeuchi (1998: 6), "there is a long philosophical

tradition in the West of valuing precise, conceptualknowledge and systematic sciences,
be
be
knowledge
back
is
Descartes".
This
traced
the
type
that
to
which can
of
can
is
by
databases
hence,
in
transmitted
processed a computer,
and,
electronically and stored
equatedwith information technology in the `West' (Spender, 1996). Its diffusion can be
characterisedas objectified mode of knowledge communication (Scarbrough, 1995). The
focus on this mode of communication in the UK is in contrast with Japan's emphasison
informal, 'on-the-job' knowledge35,stored in people's brains, found in networks of social
relations (Nonaka and Takeuchi, 1995), and communicated in a sedimented mode

Swan, 1999).
35The `gradualist' ideas derived from factory
experiences exemplify this point well (e. g. Hull et at, 1985).
The use of the word `gradualist' serves to distinguish between the `incremental' innovation approach,
adopted by, for instance, Japanese companies and the 'radical' or great-leap' innovation approach upheld
generally by Anglo-Saxon companies (Imai, 1986: 23).
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(Scarbrough, 1995). The emphasis of the UK firms on explicit knowledge (Hedlund and
Nonaka, 1993; Boisot, 1995) reflects the bias towards the easier of the two kinds of
knowledge to measure, control and process, as such knowledge is not categorised as
highly subjective, personal and cognitive that requires interaction through the actions of
individuals. It is argued that, unlike the case in Japan, knowledge in the UK is not created
by the "interaction of frontline employees, middle managers and top management with

middle managersin line positions playing the key synthesisingrole" (Takeuchi, 1998:9).
Knowledge is, rather, managed by a few key players in staff positions, including
information processingor internal consultancy.This, in line with the Cartesianseparation
between mind and body, reflects the goal of economising on "immediate truth-seeking,
identity-location

and affirmation .... universalism, unambiguity, logical

precision,

rightness, method and principles as the guiding axioms of good managerial practice"
(Chia, 2000:7). It is argued that such an approach cannot capture "the dynamic and
richly-textured nuances of social exchangesin Eastern settings" (ibid. ). Firms under
highly competitive external labour markets tend not to invest in general training due to
the risk that workers can leave. Rather, they pay trained individuals market wages in a
competitive labour market (McMillan, 1996). Consequently,markets that are governed
by supply/demand conditions in the economy at large encourageselection
and screening
policies that do not have to be too sophisticated(ibid. ). A worker can be laid off or may
transfer if the economic contract turns out to be unfavourable. The external labour market
approachto skills developmentrender work systemsin the UK highly explicit.

The emphasis on explicit or objectified
business
knowledge
in
UK
the
system
mode of
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falls in alignment with the work systems characteristics of Taylorist organisations.
Explicit knowledge "tends to generatea unified and predictable pattern of behaviour and
output in organisations" (Lam, 1998: 10) that encourages high levels of managerial

control and low levels of worker involvement in decisions.(This correspondsto the third
characteristicin Table 3.2). The codification of knowledge, or its abstraction from social
networks, tends to reduce investment in personal interaction or sharing of tacit
knowledge. This implies a `high' separation of managers from workers in Taylorist
organisations (see the fourth characteristic in Table 3.2). In line with the principles of
Taylorism, complex social or team relationships tend to be given limited attention in the
codification of workers' experiences,or formalisation of work roles and proceduresby
the UK firms. This relates to the UK businesssystem's low institutional embeddedness,
or weak institutional context, in comparisonto that of Japan.

The impact of the embeddednessof Japaneseknowledge-driven work systems at the
national institutional and the firm levels on their diffusibility can be seen in Figure 3.1.
This figure highlights the contrasting nature of the two levels of embeddednessin Japan
and the UK.
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It is assumedhere that the nationally distinct nature of the institutional environment in
facilitated
has
firms
in
the
Japan
are embedded
which automotive manufacture
developmentof a highly co-ordinated structure and a paternalist culture. The facilitating
legal
system, paternalistic authority relations, coof
considerably
reliable
nature
limited
financial
developing
public training
system,
state, credit-based
ordinating and
fragmentation,
low
in
limited
to
task
considerable
addition
union strength
system and
high
and
employer commitment to employment
managerial control of work organisation
form
institutional
(see
Japan's
Tables
3.1
3.2)
to
that
a
environment
apply
security
and
cohesive system of mutually reinforcing influences. This institutional environment also
institutional
in
3.1
Figure
knowledge.
`strong
The
tacit
context'
encourages emphasis on
by
highly
business
the
a network of mutual
system characterised
co-ordinated
represents
obligations and commitment. Within such a context, predominant economic relationships
are paternalist and the sectors cohere strongly.

In contrast with the national institutional features of Japan, the UK context is
Nationally
by
Taylorist
and
a
culture.
a compartmentalised structure
characterised
distinct key influences include a reliable legal system, contractual authority relations,
regulative state, capital market-basedfinancial system,limited public training system and
low worker involvement, high separation of managers from workers, high managerial
3.2).
(see
3.1
low
Tables
to
and
control and
employer commitment employment security
This institutional context encourages emphasis on explicit knowledge. The `weak
institutional context' in Figure 3.1 representsthe compartmentalised business system
characterisedby work systemsthat are not strongly embeddedin social networks of close
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co-operation and high interdependency. Predominant economic relationships are
Taylorist. Such a systemdoes not bear the institutional support necessaryfor a long-term
developing
to
competencies.
orientation

Figure 3.1 shows the diffusibility of work systems from a strong institutional context,
figure
implies
The
UK.
Japan,
that
the
that
to
as
of
one,
such
such as
of
a relatively weak
that work systems become less diffusible as they are moved from highly co-ordinated
leve136,
high
legacies
legacies
the
at
macro
and
structural
and paternalist cultural
knowledge tacitness at the firm level in Japan to a context characterised by
legacies
level,
legacies
Taylorist
the
at
cultural
macro
and
compartmentalisedstructural
level
in
knowledge
low
knowledge
(or
high
the
the
tacitness
at
micro
explicitness)
and
UK.

3.2 Propositions

The analytic framework constructedin Chapter 2, complementedwith the discussion in
the above sections, forms the basis of the propositions on the influence of key
institutional, organisational and group characteristics on the implementation and
internalisation of Japaneseknowledge-driven work systems.

36Rosenzweig and Nohria (1994) claim that the
greater the socio-cultural difference between MNCs (i. e.
the cultural distance between the parent company and the host country), the more likely it is for the local
adaptation of, for instance, HRM practices to local interests and diversity. The authors argue that the
limit
founding,
the
can
of
company
method
presenceof expatriates, extent of communication with
parent
the adoption of parent companies' work systems.
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As was pointed out earlier (in Sections 2.2.1.1 to 2.2.1.3, Chapter 2), favourable key
characteristicsare likely to have a positive impact on the degree of implementation and
internalisation. In contrast, if a firm is embeddedin an environment with unfavourable
key characteristics, a low degree of implementation and internalisation of knowledgedriven work systems is expected to be observed. In Section 2.2.1, favourable and
unfavourable key characteristicswere discussedseparatelyin their link to the degree of
implementation and internalisation of Japaneseknowledge-driven work systems under
the following headings:the influence of key institutional characteristics,the influence of
key organisational characteristics, and the influence of key group characteristics. This
discussionis summarisedhere in the form two institutional settings that can be identified
as contrasting in nature. In an attempt to formulate propositions, these institutional

settings are taken to representtwo extremepoints of a scale,ranging from `favourable' to
`unfavourable' (see Table 3.3). It should be noted that `intermediate' settings can also
prevail in betweenthe two extremes.
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On the basis of the scale in Table 3.3 that reflects the expecteddegreeof implementation
and internalisation of Japaneseknowledge-driven work systemsin connection with a set
of favourable and unfavourable key institutional, organisationaland group characteristics,
five propositions can be formulated. The first two propositions are formulated on the
basis of the two extreme points of the scale, reflecting the impact of the favourable and
unfavourable institutional settings on the implementation and internalisation of work
systems.The three remaining propositions reflect the institutional settings and degreesof
implementation and internalisation of Japaneseknowledge-driven work systemsthat are
likely to be found in betweenthe two extremes.

Proposition 1

Affiliates of firms in highly-institutionalised environments that are operating in
unfavourable institutional settings (as those delineated in Table 3.3) are likely to
exhibit a low degree of implementation and internalisation of Japanesework
systems.

Similarly, a secondproposition can be made to reflect the opposite argument.

Proposition 2
Affiliates of firms in highly-institutionalised environments that are operating in
favourable institutional settings (as those delineated in Table 3.3) are likely to
exhibit a high degree of implementation and internalisation of Japanesework
systems.
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Propositions can also be made to take into account the less tightly-knit institutional
settings that may have an impact on the degreeof implementation and internalisation of
knowledge-driven work systems.

Proposition 3

Affiliates of firms in highly institutionalised environments that are operating in
settings in which unfavourable key institutional, organisational and group
likely
favourable
dominant
to exhibit a
the
than
ones
are
characteristicsare more
low degreeof implementation and internalisation of Japanesework systems.

The counter-argumentis as follows;

Proposition 4

Affiliates of firms in highly-institutionalised environments that are operating in
settings in which favourable key institutional, organisational and group
characteristicsare more dominant than the unfavourable ones are likely to exhibit
a high degreeof implementation and internalisation of Japanesework systems.

There is also the possibility that a high or low degree of implementation and
internalisation of work systemsis attained in settings that lack the dominating effect of
the favourable or unfavourable key institutional characteristics.
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Proposition 5
Incoherentpattern of high and low degreeof implementation and internalisation is
likely to develop in settings which lack key institutional, organisational and group

characteristicsthat are favourable or unfavourable.

These five propositions further clarify the aim of the field study described in Chapter 5.
The researchfindings are fed back to the propositions formulated here in Chapter 6.
3.3

Summary

In this chapter, limits to diffusion of work systems are discussed in terms of their
embeddednessat the macro national and micro firm levels. The variation in the
organisational structural and cultural legaciesof Japanand the UK are shown to affect the
diffusibility of work systems. Similarly, the difference in emphasisplaced on tacit and
explicit knowledge in Japan and the UK has an impact on the extent to which work
systemscan be diffused. It is arguedthat work systemsbecome less diffusible as they are
moved from highly co-ordinatedstructural legaciesand paternalist cultural legacies at the
macro level, and high knowledge tacitness at the firm level in Japan to a context
characterisedby compartmentalisedstructural legacies and Taylorist cultural legacies at
the macro level, and high knowledge explicitness at the micro level in the UK. Five
propositions are formulated on the basis of a scale ranging from favourable to
unfavourable institutional settings and their impact on the degree of implementation and
internalisation of work systems.
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CHAPTER

4

RESEARCH METHODOLOGY

This chapter concernsthe methodological aspectsof this study: that is, where and how
the researchproject was carried out, so as to arrive at answersto the central research
question. The criteria used to select firms for the case studies are addressed.Moreover,
attention is paid to the data collection and analysis processinvolved in the comparison of
three Anglo-Japanese cases in the automotive sector. The chapter concludes with a
discussion of research quality issues, specifically the reliability and validity of the
both
to
qualitative and quantitative research.
outcomes,which are seenas applicable

4.1

The Research Process

A comparative study of three affiliate firms of JapaneseMNCs operating in the UK (i. e.
two subsidiary firms and a technical collaboration) was conducted in order to gain
insights into the influence of nationally distinct social institutions on the implementation
and internalisation of alternative work systems.The casesinvolve detailed descriptions of
the characteristics of the work-systems diffusion process at the local firm level. They
have
key
institutional,
likely
to
that
consider
are
organisational and group characteristics
an impact on the diffusibility of work systemsacrossnations.

As was addressedin Chapter 1, the automotive manufacture sector forms the setting for
this empirical research. The data collection and analysis processesthat allowed for a
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comparison of the casesare outlined in Table 4.1. It should be noted that the process
presentedin the table is by no means a clear-cut, linear one. It is rather a value-laden,
iterative process that reflects the constant shift between theory and practice. Theory
informs practice or the way the empirical work is carried out, and the researchresults are
fed back into theory to further develop it.

Table 4.1 Outline of the Research Process

Theory
Exploration of arguments in the

List of activities
Practice/Em

irical work

innovation processesand neo-institutional
literatures
Construction of an initial conceptual

framework
Development of an interview protocol
Revision of the conceptualframework
Exploration of argumentsin the
Japanisationliterature
Casewrite-up
Revised casedescriptions;
Further readingson neo-institutionalism
Data processing/comparativeanalysis of
the cases
Final revision
Source: Seetext

Exploration of research sites, negotiation

of access
Data collection at one of the subsidiary
firms
Data collection at the technical
collaboration site
Data collection at the secondsubsidiary
firm
Factory work in the two subsidiary firms
Further data collection through a visit to
Japan
Feedbackfrom the respondentson the
anal sis38

The research process comprised sixteen major stages. It began with a review of the
literature on neo-institutional theory and innovation processes literature (stage 1). In the

five
interviews
(stage
3).
This
with
meantime, researchsites were explored
consisted of
38 The respondents were contacted throughout the data
collection process for feedback on preliminary
researchresults. This was an ongoing process,and is partly reflected in the duration of the data collection
processthat has spreadover a period of two years, from August 1998to April 2000.
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MDs, a company secretaryand a general project manager at five Anglo-Japanesejoint
ventures and two UK subsidiariesof JapaneseMNCs, seeAppendix I for an overview of
the organisations involved in the explorative stage of the research). These preliminary
interviews were useful in identifying the practitioner-perceived key concerns in managing

barrier
differences
to
the
as a
cross-national collaborations, especially
cultural
implementing source company's practices. This explorative stage also enabled the
into
formulate
interview
to
one of the affiliate
and
provided
access
researcher
questions
firms (a subsidiary firm coded as Teniki UK in this research).However, on the whole,
(8
(This
longer
is
be
than
to
to
expected
gaining access organisations proved
months).
detailed in section 4.2.2). An interview protocol was developed for data collection (stage
4), and a qualitative in-depth casestudy in a subsidiary firm was conducted (stage 5). In
this way, detailed knowledge was gained about the following aspects:structure, culture
its
key
interests,
firm;
developments
the
actors,
worker
and past and recent
of
perceptions; and institutional characteristics that helped to create a clear view of the
patterns of interaction, specific artefacts and actual practices in the firm and its wider
functions,
directors
Interviews
as
social context.
with
and senior managersacrossvarious
initial
These
the
the
well as with plant personnel,were conducted.
confirmed
relevanceof
conceptsand frameworks that had been developedin stage2 for the purpose of the study.
This was followed by a case study conductedin a technical collaboration (stage 7). Data
in the third company (i. e. the secondsubsidiary firm) were collected as the data collection
in the other two sampled firms were in progress (stage 9). The interview data from the
three caseswere complementedwith participant observation through factory work (stage
11) and a visit to parent/partnerfirms in Japan(stage 13). Preliminary findings from the
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from
framework
initial
(stage
6).
Insights
the cases
to
the
refine
conceptual
cases served
Further
12).
literature
(stages
8
be
to
the
to
and
section
review
made
allowed revisions
readings on `Japanisation' and neo-institutionalism
processing and analysis (stages 10,12,14

better informed

recursive data

in
discussed
16).
These
greater
are
stages
and

detail below.

4.2

Data Collection

4.2.1

The Selection of Firms

Data were collected relating to the degree to which Japaneseknowledge-driven work
firms
in
UK
the
two
to
automotive
subsidiary
at
accepted
systemswere put practice and
between
two
UK-based
Anglo-Japanese
technical
collaboration
manufacture sector and a
Nissera
UK)
(Teniki
UK
firms
The
two
and
were
subsidiary
major car manufacturers.
for
include
brownfield
the purposes of comparative
to
and a greenfield site,
selected
a
for
included
in
to
test
(Rover-Honda)
the
The
technical
sample
was
study.
collaboration
the effect of the form of ownership on the degreeto which alternative work systemswere
39There
by
influences
interest
in
than
exercised
other
control
observing
accepted.
was an
the parent company, which seemsto be commonly observed in fully-owned subsidiaries
(e.g. Skorstad, 1994; Danford, 1998; Delbridge, 1998), on the degreeof internalisation of
its
diffusion
Rover
whereby
provided a good example of work systems
work systems.
(e.
1995)
Faulkner,
1995
Honda
till
created
g.
claimed successful collaboration with
`centres of excellence', or central specialism in the form of project teams that benefited

39The selection of a technical collaboration site also provided an opportunity to see how an existing UK
firm adopted lessons from Japan and how its relations with a Japanesepartner were implicated in this
process.Hence, there was an effort to look beyond solely how Japanesefirms operatedin the UK.
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from each other's experience(Ohtani et al., 1997). Nissera UK, the greenfield site, was
claimed to be a good example of a UK subsidiary firm that had successfullyimplemented
Japanesework systems. Teniki UK, the brownfield site, aimed to be more market
oriented and quality-consciousby adopting Japanesework systems.All of the three firms
were examples of firms adopting Japanese work systems to make them work in the UK.

They had adopted continuous improvement schemes from the Japanese to attain
economic efficiency.

Firms involved in this study were selected according to specific criteria including the
form of ownership, nature of diffused work systems,site and sector. Sites were selected
to achieve variety in terms of aspectssuch as firm location and form of ownership. It
should be noted that whilst demographic information on the cases is important for
drawing conclusions, one must look beyond structural classifications to recognise each
firm as representing a "unique community of people who go about their business in a
distinctive setting" (Cutcher-Gershenfeldet al., 1998:20). The selection of the technical
collaboration case-the Rover-Honda collaboration-was mainly basedon Rover's longstanding relationship with a major Japanesecar manufacturer, Honda. Honda carried the
image of the most innovative Japanesemanufacturer in the mid-1980s. It also had the
characteristic of a JapaneseTotal Quality Control (TQC) attitude to manufacturing. The
collaboration lent itself to research as there were intensive efforts to diffuse the TQC
systemto Rover. This researchspecifically focused on a project carried out between 1985
and 1989, which constituted `side-by-side' work rather than an `arm's length'
relationship with Honda. It was seenas the most successfulproject by both engineersand
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managers at Rover. Similarly, the two subsidiary firms were espousedto continuous
improvement in quality and reliability

through a programme of total quality

improvement, serving their customers'needsthrough a Just-In-Time delivery.

The two subsidiary firms were active in a single stage of the supply chain-assembly of
in
involved
technical
the
a separatestagecomponents-whereas
was
car
collaboration
design, engineering, and manufacture of automobiles. Nevertheless, they had a core
business,which involved the activity that they had performed since their establishment.
All of the three firms were located in the automotive manufacture sector. As was
discussed in Chapter 1, this sector lent itself to investigating the limits to diffusing
`Japanesebest practices', for the UK automotive manufacture sector had been heavily
influenced by Japanese investment, particularly in the 1980s.

Table 4.2 lists the firms that have been involved in this study. It includes information
about their date of establishment,location site, core business, size, form of ownership,
nature of diffused work systems and sector. There was an attempt to standardise
It
diffused
firms
for
parametersacross
practices.
a comparisonalong sector and nature of
is recognised in this study that variation in structural characteristics across the three
cases, such as company size, can influence the degree to which work systems are
implemented and internalised (see Section 6.1.2.1, Chapter 6). However, an attempt is
made here at highlighting the interaction between organisational members and the
processof attaching meaning to alternative work systems.
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Both of the subsidiary firms were roughly medium-sized (170 and 300 employees
respectively40).However, the third firm differed in terms of its number of employees,
being a large-sized firm. Similarly, the time span from the year of initial investment to
data collection, labelled here as company age, differed acrossthe sites (either being three
industry
firms
literature
different
the
11
The
that
types
same
of
within
or
suggests
years).
behave in a dissimilar fashion (e.g. Chesbrough(1998), c.f. Cutcher-Gershenfeldet al.
(1994) in relation to the internalisation of team-basedwork systems).Hence, the likely
impact that the differences in company size and age could have on the diffusion of
Japaneseknowledge-driven work systemswas taken into account.

Nissera UK was similar to Teniki UK in terms of the form of ownership, company size,
in
(from
diffused
However,
terms
of
company
age
nature of
work systems and sector.
4'
investment to data collection), it was similar to the Rover-Honda collaboration
Although the Rover-Honda Collaboration was larger than the two subsidiary firms in size
UK
it
Teniki
different
form
to
and
was
similar
and operated under a
of ownership,
Nissera UK in terms of the nature of diffused work systemsand sector. The Rover case
had a local institutional context that was similar to that of Teniki UK, particularly in
terms of site location. Rover's similarity with Nissera UK was more in terms of both
The
be
diffused
Japanese
to
systems.
work
companies espousing
successfulmodels of
design
for
it
to
a
selected companies were not closely matched
seemedmore attractive
researchthat reflected the spreadin actors' interpretation of alternative work systems.For
40In general, the Department of Trade and Industry (DTI, 1995b) in the UK defines a small firm as one
with fewer than 200 employeesand a medium-sized firm as one with 200-500 employees.Teniki UK, with
170 employees,is not defined in this researchas a small-sized firm, as its historical trend (seeAppendix V)
doesnot suggestmaintenanceof a small size.
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example,on the topic of closely matching cases,Sorge (1991:173) shows that where case
studies are selectedto match in pairs as closely as possible and product strategies are
`controlled for', there may be "tendencies in the evolution of competencerequirements
[to appear] to be similar in the two countries [UK and Germany]".

As was discussedin Chapter 2, multiple levels are addressedin this study to gain an
integrated understandinginto work systemsdiffusion. If the national context alone was
addressed,then one would expect similar outcomesin the levels of internalisation in each
of the three cases.This would be to ignore any possible variation in the degreeto which
Japaneseknowledge-driven work systems are internalised across firms located in the
samesectorwithin a single country.

4.2.2

The Negotiation ofAccess

The processof establishing contactswith companiesbegan in mid-1997 with the dispatch
of letters to 30 Japanesemanufacturing companies in the UK. The list, which was
compiled by the Department of Trade and Industry's `Invest in Britain'

Bureau (IBB,

1995), consistedof UK subsidiariesandjoint ventures classified according to region and
product category. These initial letters, accompaniedby a researchproposal, bore requests
for company documents with the aim of making the researchermore familiar with the
company's operations, in turn, creating an opportunity to follow up the letters with
requestsfor company visits and interviews. The responserate was 50 per cent. The letters
41 In the case of the Rover-Honda
collaboration, this period covers 1978 to 1989, that is the year of
establishmentto the end of the Rover 200/ Honda Concerto (R8/YY) project.
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were directed to Managing Directors (MDs), rather than HR/PersonnelDepartments,for
it was felt that the latter group's high level of formalisation and relatively lower level of
42
into
the organisations
authority could slow the processof entry

The second round of letters was sent within a month to the MDs who had responded
positively to the first round of letters. Eight companies,which are listed in Appendix I,
extended invitations for interviews, and served as participants of a pilot study. Three of
the company heads-Unipart Yachiyo Technology Ltd., Unipart Yutaka Systems Ltd.,
and R-Tek Ltd.-were Japanese,allowing the researcherto gain Japaneseperspectiveson
the nature of knowledge and the facilitators and inhibitors of the process of diffusing
knowledge-driven work systems.These preliminary interviews demonstratedthat there
were indeed cultural differences between Japan and the UK, for example in the way
learning was exercised, or in the techniques used for diffusing knowledge.43 These
interviews allowed the researcherto further refine and structureher questions.

Given their distant geographicallocations, it was not possible to researchtwo of the joint
ventures, namely Ikeda Hoover and R-Tek Ltd., in detail. Moreover, the two Unipart
collaborations were recent developments,having been in operation for two months at the
time of establishing contact. Hence, they were in the initial stagesof diffusing Japanese
work systems. They also had problems with inventory control, supplies and working
relations, and had to reap the benefit of their initial investment before they could commit
42This proved to be justified over the
course of the research,especially in the caseof large, relatively more
bureaucratic firms.
43For example, the interview with the MD
of Unipart Yachiyo Technology Ltd. showed that the emphasis
placed on employees' past experience(80 per cent, as opposedto 20 per cent placed on talent-terms used
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themselvesto any research.

The contact with ERA Technology (which was the UK parent company of Telecom
Modus-a

joint venture between ERA Technology in the UK and NEC in Japan) was

maintained over a period of eight months. Meetings were scheduledwith the Japanese
Director of Strategy and Finance, the British Technical Director, the British Company
Accountant and the British Human ResourcesManager at Telecom Modus. Similarly, the
MD of the sixth company in the pilot study, Hoya Lens UK Ltd., provided interviews
her
the
to
that
allowed
researcher
refine
six
with
managers and a process engineer
denied
UK
Ltd.
Further
Hoya
Lens
tools.
to
on the grounds that
was
research
access
information critical of the company's operationswas releasedby the processengineer.

A preliminary interview at the last company, Teniki UK Ltd., allowed further accessto
it 44Accesswas negotiated on the basis of monthly visits to the company over a period of
45
six months However, a further request was made to work as an operator on the shop
floor during the company's slump period of April to July 1999. This was looked upon as
favourable. The samerequestwas also directed to the secondsubsidiary firm, Nissera UK
Ltd., when the gatekeeper expressed curiosity over the reasons for low level of
motivation on the shop floor. Work experienceon the shop floor was granted for a week
before the shutdown period in August 1999 at Nissera UK Ltd..
by the MD himself) was greater in Japanthan it was in the `West'. The `West' was seen as placing more
emphasison talent and performance.
as This seemed to be premised
on the grounds of a managerial interest in the evaluation of a change
programme that was underway in the organisation at the time of contact. The change programme was
initiated in 1996 by the Japanesemanagementvia replacementof local managementwith a `more marketoriented, quality-conscious team'.
43An earlier request for fortnightly
visits per month had to be changed as it was found to be too time-
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The key issues arising during negotiation of accesswere as follows: the benefit which
could be afforded to the organisation (in this context, the feedback on the research
findings), the amount of organisational time the research was likely to take, and the
extent to which the research findings would become public through publications.
Eventual publications were agreedto on the basis that the identity of the organisation was
disguisedand the anonymity of individuals preserved.

The use of British business contacts helped in setting up meetings with the Japanese
counterparts(c.f. Glidewell, 1959 in Gill and Johnson, 1991). However, on the whole,
negotiation of accessproved to be time-consuming and often difficult, with the researcher
lacking powerful support.

4.2.3 Justification of a Comparative Study

The caseswere selectedwith the intention of including affiliate firms of JapaneseMNCs
in different local institutional sites in a comparative study. A comparative analysis was
carried out in order to develop robust explanations for the internalisation of knowledgedriven work systems.A number of studies on knowledge diffusion are characterisedby
generalisations which are assumedto be universal but are in fact conditioned by the
circumstancesof time and place (e.g. Rogers, 1983). For example, Rogers' (1983) work
is seen as a somewhat prescriptive supply-side model that draws a linear relationship
between the supplier and the user of knowledge to be `transferred'. Knowledge in this

consuming for the company.
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46
is
for
'transfer'.
His model, which is further
context
objectified and manipulated
rapid
developed by Clark and Staunton (1989), is criticised for ignoring the embeddedness of
knowledge-driven work systems in complex ensembles of routines which may inhibit or
enable the firms' ability to use diffused systems (Clark and Newell, 1993). It is argued
that the diffusion process is more complex, involving political processes of the suppliers
and the active involvement of the users (ibid. ). The context-bound nature of diffusion
necessitates the acknowledgement

of

the institutional

context

that

shapes the

internalisation of a practice in a new national system (Clark, 1987). One can discover

whether one's explanatory arguments are context-bound by investigating experience in
other environments. If the experienceapplies in a diversity of times and places, one may
assumethat one has identified a robust generalisation.Otherwise, one needs to explore
the situational characteristicsthat may explain for the differencesin outcomesthat tend to
persist, resisting pressuresto converge(Hyman, 1998).This essentially servesas a means
of teasingout macro institutional influences from the micro organisationaleffects.

Comparative research also has a potential role in identifying `lessons'. For example, the
appropriation of production and inventory control systems in the British context was
modelled on the American vision, templates and artefacts and "diffused through a strong
presence of American suppliers (e.g. IBM)

and major American

consultancies (e. g.

Arthur Anderson)" (Clark and Newell, 1993:77). The key player in the diffusion of the
system-the

British Production and Inventory Control Society (BPICS)-was

in fact a

licensee of the American Society, APICS. A comparative study of the British and the US

46 'Knowledge transfer' is used intentionally here to
reflect the linearity assumed in the diffusion of
knowledge.
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production and inventory control systems provided an opportunity to explain for
persistent differences. It also allowed for the acknowledgementof peculiarities of each
national institutional context. Such an analysis falls in alignment with the neoinstitutionalist arguments, which argue for the specificities of national institutional
frameworks. A comparative study is also useful for saturatingcategoriesof incidents, for
it provides the opportunity to maximise differences among groups. "[Theoretical]
saturation can never be attained by studying one incident in one group" (Glaser and
Strauss,1967:63). Multiple groups needto be studied.

The current research focuses on an inter-firm comparison in a single national system,
with referencesdrawn from the national context that servesas the supplier of alternative
work systems.The comparative study seeksto establish and account for similarities and
differences in the cases investigated. It is not a cross-national comparison, as the
companiesunder study in Japanand the UK are not paired. Those in Japanconstitute the
parent or partner firms of the affiliate firms in the UK. Inevitably, parent and subsidiary
firms could not be matchedon age, size and technological advancement.

From a methodological standpoint, the comparative approach also aims to achieve the
objective of testing and exploring the pervasiveness of uniqueness. "Paradoxically,
uniquenesscan only be demonstratedthrough systematiccomparison that differentiates a
country from all others as a deviant case in a given universe" (Rose, 1991 in Hyman,
1998:6). In other words, exceptionalism needs to be integrated through comparative
analysis. Such an analysis also allows one to identify explanatory propositions in a
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systematicmanner.

Within this study, there is a focus on comparison of a process as well as institutional
structures. One implication of this comparison is that elements of the given process, such
as worker response to alternative work systems, may be the same across countries despite
institutional differences. Hyman (1998: 10) argues that "national institutions of interest
representation are not appropriate units for comparative analysis, for they are differently
constituted, differently experienced and differently set in motion according to specific
national context". Hence, the aim here is to highlight macro institutional

and micro

organisational influences on the internalisation process across sites in a specific national
context.

4.2.3.1 Doing a Qualitative CaseStudyEncompassingInterviews and Participant
Observation

The research is based on a qualitative case study of the process of internalising work
systems at the firm level, drawing both on interviews and participant observation. The
emphasison knowledge-driven work systemsdiffusion researchis on understanding the
contextual characteristicsthat influence organisations' decisions to adopt new ideas (e.g.
Hislop et al., 1998). Qualitative casestudies enableone to carry out investigations where
other methods such as experiments do not lend themselvesto viewing the case from the
perspectiveof those involved (Gillham, 2000). The interest in the presentstudy is to carry
out researchinto the processesleading to results rather than into the `significance' of the
results themselves.It has been argued in Chapter 2 that actors translate or interpret new
ideas and use them alongside existing systems and processes (e.g. Scarbrough and
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Corbett, 1992). Such sense-making processes can be more thoroughly investigated by
immersing oneself in the daily activities of the research participants, made possible by
participant observation. This allows one to be sensitive to the context-dependent, specific
and tacit nature of the diffused knowledge-driven work systems. The richness of the
context, or in Yin's (1994: 3) words "the complex interaction between the phenomenon
and its (temporal) context' 'warrants the use of a qualitative case study.

Three qualitative case studies were conducted to attain a rigorous comparison of the
diffusion process. It was felt that a comparisonof two subsidiary firms alone would not
have provided diversity in the investigation of the likely influences on the internalisation
of alternative work systems. Three casescould yield more data than two cases where
flow and configuration of events and reactions influencing a particular degree of
internalisation of work systemswould become clear. A `replication study' (Yin, 1994)
was necessarywhereby "successive cases[could be] examined to see whether the new
pattern matche[d] the one found earlier [in the first case study]" (Huberman and Miles,
1998:195). At the same time, investigating more than three multilevel, in-depth case
studies would become unmanageablefrom a practical point of view. The aim was to
strike a balancebetween collecting data that allowed for a rigorous analysis and avoiding
data overload in the field, "leading to the analysts thus missing important information,
overweighing some findings, skewing the analysis" (ibid., p. 198).

The present study drew upon both interviews and participant observation. Contextdependent knowledge, which is action-oriented and based on organisational routines
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(Hislop et al., 1998), could not be discerned entirely through interviews. The nature of
such knowledge required participation in the highly dynamic interplay of archetypesand
the negotiated patterns of interaction between different groups of social actors. Under
these circumstances, interviews would provide only an incomplete account of those
diffusion
in-depth
the
of
understanding
relations and processes,and would not enablean
processand its relation to institutional contexts.This researchis not only concernedwith
discrete taxonomies, such as structural elements,of work systemsdiffusion. It also aims
to examine the social relations and processesin which activities are embodied (Clark and
Newell, 1993).

The research focuses on participants' perceptions of continuous improvement activities
here
is
The
in
to understand
challenge
structures.
and related changes work practices and
by
defined
interpret
forms
the actors themselves
are
and
complex
of social activity, which
in terms of their own subjective meanings. The internal logic of participants' meaning

cannotbe addressedby positivist methodsborrowed from the natural sciences.In order to
explore the experienceof the workers under the `Japanese'model, one needsto live, act
and think the specific meaning and relevance structure of the social agents (Delbridge,
1998). However, in the given research,this is not carried to the extreme of being fully
immersed in the activities of a given firm and, hence,the researchercould standback and
relate the variables under observation. A weeklong participant observation, which
complemented interview data, provided the opportunity to elicit adopters' perspective
and examine practice (e.g. Altheide and Johnson, 1998).
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The situation of the workplace relations, in this context, is of key significance. The task is
to explain and understandsubjects' underlying motives and meaning systems.Douglas
(1976 in Gill and Johnson, 1991:109) arguesthat "participant observation can enable the
researcherto penetrate various complex form of `misinformation, fronts, evasions and
lies' that are consideredendemic in most social settings". In other words, the researcher
surrendersto everyday experiencebut does not go native. S/he needs to come back to
reflect and report upon the experience.

The nature of this study partly reflects a `world' of social constructions in which the
researcher cannot control the characteristics involved in a situation that occurs in a
natural setting (Merriam,

1988). The study aims to explain through

developing

understanding, rather than through predictive testing. As it focuses on the actions and
taken-for-granted meanings of research participants, the researcher comes closer to,
rather than removed from, the data. In line with Delbridge's (1998:17) argument,the aim
of this study is to seek in part "detailed description of the reality of workplace relations
and to relate these findings to contemporary theory and other studies of `empirical
tendencies"'. Furthermore, there is an attempt to formulate a systematic comparison of
the observedpeculiarities acrosscases.
4.2.3.2 The Interview Typeand Protocol
In the present research, data were mainly gathered through interviews. Although
interviews as a data collection tool can provide an answer to how context-dependent
knowledge can diffuse across nations, they are not immune to respondent bias. The
researchresponds to this bias by triangulating data through participant observation and
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document analysis. This, as will be outlined in Section 4.4, is a means of establishing
validity in the context of reflective accounting. Denzin and Lincoln (1998: 278) refer to
this process as `analytic realism'. In Hammersley's (1992: 69) terms, analytic realism
aims to "represent accurately those features of the phenomena that it is intended to
describe, explain or theorise".

The relevant data were gathered from multiple

sources including

company reports,

journal articles, participant observation and interviews. In the case of the two UK
subsidiary firms, part of the information drew on participant observation over one week
in June and July 1999. Further information came from interviews with Japanese advisors,
directors, UK team leaders, operators and managers across personnel and training, sales
and marketing, product engineering, design and quality, and finance between August
1998 and January 2000. In addition, information was obtained through interviews with

the Japanese managers in product development, general affairs, quality assurance,
corporate finance, engineering and corporate planning and control departments at the
parent companies and factory tours in Japanin April 2000 (see Appendix II for a list of
interviewees at both subsidiary firms). The researchquestionsaddressedthe nature of the
relationship, and the division of responsibility between the JapaneseMNC and the
subsidiary. They also considered the means of diffusion, characteristics that facilitated
and inhibited the diffusion process, perceived cultural and managerial differences
between the two companies,technology diffusion and learning opportunities available to
the parent and subsidiary companies.Interviews from multiple functions were drawn for
a representative account of the ways in which knowledge-driven work systems were
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sustained in the firms. The aim of the inquiry was to reveal the different truths and
realities held by different individuals across sections within a firm as well as groups
across nations (Stringer, 1996). Participant observation in these two companies was

limited to a week, given the change in employees' work schedule47.Hence, interviews
factory
with
personnel and managerswere necessaryto attain a complete picture of the
social patterns in the factory. Interviews were also necessaryfor background information
foundation,
for
factory
the
the
time
the
company's
at
of
on
structure and work relations
thesepatterns,given their occurrencein the past, could not be experiencedin person.

In the case of the technical collaboration, the perceptionsof researchparticipants on the
past collaborative project were gathered through interviews and document analysis.
Interviews at Rover were conductedbetween January 1999 and September1999 with 23
employees, including senior managers across design, purchasing, and manufacturing.
Discussions focused on how the R8/YY (Rover 200/Honda Concerto) project that
commenced in 1985 (with a model launch in 1989), was carried out by the electrical
engineers in a framework of diffused Japanesequality improvement philosophies and
techniques. There was a focus on electrical engineers, as their working relations with
Honda members were seen as better than those in other departments at Rover, hence
favourable characteristics that were likely to influence the internalisation of Japanese
18
be
focused
identified.
Interviews
the
systems
work
could
more easily
on
views of
engineersbased at Rover since the time of the collaboration, who were involved at some
stage in the R8/YY project. Nine of the engineersconstituted the core team of the 30
47The number of working days was
reduced from five to four days due to a drop in the sales volumes of
major customers.This was a measuretaken to avoid lay-offs.
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electrical engineers who visited Japan and served liaison roles for a period of six to 12
months. The nature of the research questions addressed to the subsidiary firms applied to
the Rover-Honda collaboration as well. In addition, specific Honda practices that were
diffused to Rover and implemented at the time of the R8/YY project were explored, as
well as mechanisms for sharing ideas and the role of technology on the effectiveness of
the collaboration. In brief, the questions focused on the knowledge-sharing dimension
within

the engineering project and diffusion

across the two companies. The same

questions were also directed to 10 Honda members. Four of these were principal
engineers on the R8/YY project based in Japan. One of the Honda members was the
project manager on the R8/YY and another occupied a managerial position on the XX
project. The remaining four were senior managers. One of the senior managers was based
at Honda R&D UK, the second at Honda of the UK Manufacturing

Ltd., and the

remaining two at the Rover Liaison Office of Honda Motor Europe Ltd. (see Appendix II
for a list of interviewees at Rover and Honda). Some of the engineers on the team (four at
Rover and five at Honda) could not be interviewed, as they were no longer affiliated with
the company (mainly in the case of Rover) and the electrical engineering department (in

the caseof Honda). In addition, there were resourceconstraintswith regard to the threeweek visit to Japan. Rover members were approachedvia snowball sampling involving
direct letters and fax messages.A similar approachto Honda-that is sending letters that
expressedthe purpose of the researchand requestsfor meetings-proved futile as there
48
familiarity
was no
on the part of the Honda members with the researcher. Rather,
contacts at Rover were resorted to in approaching specific names in senior managerial
48The researcherhad to be `recommended' to Honda
a
member by a trustworthy British counterpart at
Rover.
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in
Aoyama,
in
Honda.
Honda
R&D
Utsunomiya
Headquarters
Honda
positions at
and
Japan, were visited for interviews during March and April 2000. The engineers provided
specific information relating to the concerned project, whilst senior managers provided
the history of the collaboration, including its industrial and economic background. In
Rover
formal
informal
interviews,
there
to
engineers
with
conversations
were
addition
that allowed interpretations following interviews to be clarified and confirmed.

In sum, Rover and Honda employeesseemedto be co-operativeand relatively open about
their experiencesduring the R8/YY joint work. It was a project carried out in the past and
the commercial sensitivity of the information provided was no longer an issue. As the
UK
Honda
diffusion
to
the
the
partner,
practices
of
researchwas a retrospective study of
Rover members could more rationally reflect upon their joint work by presenting both
their negative and positive experiences.During discussions,participants were engagedin
the processof reflecting on their experiences,rather than living them. This enabledthem
to better articulate their experiencesand perceptions.A retrospective study could reduce
the likely occurrence of an attribution bias, where a negative occurrence is attributed to
(that
is
interpretation
the
internal
than
within
something
external
cause,
an
rather
an
hold
Rover
Respondents
(McKenna,
1994).
the
could
at
personal control of
respondent)
their group members or company responsible for mistakes or managerial deficiencies
49
the
to
The
Honda.
the
their
sensitive
was
researcher
over
course of
collaboration with
possibility that members could over-rationalise their experiences. Effort was made to

49 The same did not necessarily apply to Honda members. This might have been due to the strong
implications that the norm of losing face has in the Japaneseculture. At the same time, interviews with
Honda engineers were held in the presence of two senior Honda members, one of whom had recently
retired. The retired member acted as a translator, at times, during the interviews.
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drawbacks
through methodsof validation (seeSection 4.4.2).
such
minimise

Interviews in the sampled firms were open-endedand semi-structured,and addressedthe
incorporation of Japaneseproduction and managerial philosophies and techniques into
two subsidiaries and a collaborating firm in the UK. Multiple modes of evidence were
built into ongoing data collection for testing or confirming conclusions (Miles and
Huberman, 1994). A combination of multiple methods allowed rigour, breadth and depth
to be addedto the investigation (Flick, 1992). Interview questionspertainedto "meaning
and general knowledge information", rather than information used to count phenomena
through surveys and compilations of official data (Besser, 1996:30). The type of
information sought was concerned with the meaning for individuals of events,
relationships, social structures, roles and norms (Kamata, 1982; Hamper, 1991).

The list of interview questions for the three companies (see Appendix III) were
(Yin,
incorporating
firms.
1994)
data
Protocols
the
complementedwith preliminary
on
schedules of company visits and members to be interviewed were developed. The
50
interviews
majority of the
were taped and transcribed. Wherever possible, confirmation
into
data
The
the
the
transcriptions
contents of
were processed
of
resulting
was sought.

50SevenRover, one Nissera UK and four Teniki UK interviews with British respondentswere not taped, as
the conditions under which the interviews were conductedwere not suitable for recording. There were very
few instanceswhere the researcherfelt that the tape recorder led to withholding of data by the participants.
The train journey rides provided an excellent opportunity for turning rough notes into readable reports as
soon as the data were collected. As Delbridge (1998:21) contends"despite the difficulties, it is important to
try and record the events of the day as soon as possible since there is a greater likelihood of ethnocentric
bias creeping into the data the longer the records are left". Notes were taken in the caseof interviews with
Japaneseparticipants. Given the language difficulty and the specific trust-building mechanism in the
Japanesesociety (where heavy emphasis is placed on goodwill trust that forms over time), note-taking
rather than tape-recording was necessary. Moreover, note-taking allowed Japanese respondents to
demonstratethe issueat hand by sketching it on paper.
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in
for
feedback.
to
gatekeepers
each
company
and
sent
reports

The data collection at Teniki UK, Nissera UK and the Rover-Honda Collaboration is
summarised in Table 4.3.
Table 4.3

Data Collection
Collaboration

at Teniki

UK, Nissera UK and the Rover-Honda

Document

Teniki (UK)
Company reports,

Nissera (UK)
Company reports,

Rover-Honda
DTI reports, journal

analysis

local development

local development

and newspaper

agency reports

agency reports

articles, books,

internal reports
14 (April -

25 (January -

January2000)
2 (April 2000)

September1999)
6 (April 2000)

September1999)
8 (March - April
2000)

20

20

33

1 week's work
experienceas an
operatorin air
element,air cleaner
and carbon canister
assembly(July
1999)
Saitamaplant; air
cleanerassembly,

1 week's work
experienceas an
in
operator cluster
assemblyand PCB
manufacture(June
1999)

Not applicable
(given that the
project was
developedbetween
1985 and 1989)

Liquid Crystal
Display production,

[Tour of Rover's
Longbridge plant

injection and blow

case assembly,

moulding and press

Research&

shops (April 2000)

Development

Interviews in the

18 (August 1998-

UK
Interviews in
Japan
Total number of
interviews
Participant
observation (in
the UK)

Factory tours in
Japan

(June 1999)]

Centre (April 2000
Source: Data collected between 1998 and 2000

The questionswere translatedinto Japaneseand presentedto eachparticipant interviewed

in Japantogetherwith the English version for a clearerunderstandingof the concepts
the
to
The
Japanese
to
the
the
sent
was
participants.
presented
questions
version of
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participants basedin Japanin advanceof the researcher'svisit to the Japaneseparent and
partner firms. Both the English and the Japaneseversions of the interview questionswere
developed on the basis of the levels and concepts presentedin the analytic framework
(see Chapter 2), and deduced from the research questions (see Chapter 1). The list of

interview questionswas divided into three sections.The first section aimed to capture the
institutional elements that could have an impact on the implementation and
internalisation of work systemsat the adopter frms. sl In Section II, there was a focus on
organisational characteristics, such as structural and cultural elements, that could
influence the diffusion process. The questions in this section were preceded by a
historical discussionof the establishmentof the organisation (when and by whom, that is,
key
which
actors were involved in the processof establishment).The range of products
manufactured, customers served and the size (in terms of the number of employees) of
the company, provided by the gatekeepersin eachfirm, were also considered.In Section
III,

questions were asked about group characteristics that could influence the

internalisation of alternative work systems at the factory and the engineering project
level. Participants were asked for their perceptions on the method of diffusion, the
performanceimplications of, and the worker responseto the alternative systems.

4.3

Data Analysis

The analysis of empirical data (see Chapter 6 for the results) reflects Djelic's (1998) two-

51Platt (1988) notes that one would
use case studies when one deliberately wants to cover contextual
conditions. Why and how questionsare asked about a contemporaryset of eventsover which the researcher
has little or no control (Yin, 1994). This allows for socially acquired and shared knowledge to become
available to the researcher.
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step comparative historical analysis. It combines detailed case studies with systematic
comparison. This is similar to Westbrook's (1995) specifications in action research for
initially

achieving contextual understanding, then carrying out a comparison for

generalisation. In Djelic's (1998:14) words, detailed case studies ensurethat "historical
and contextual singularities are not being disregarded", and systematic comparison
"allows for a significant theoretical leverageand representsa powerful tool, thus making
generalisation possible". As a first step, in-depth case studies were conducted to gain
insights into the historical context of the selected cases. This provided the main
conditions for a given outcome, that is the degree of internalisation of Japanesework
systems within each of the cases.Interview transcriptions and observation notes were
scannedto identify all the relevant data about the attributes of work systems diffusion.
This generated a list of tentative sub-themesunder the main themes identified in the
literature review (see Section 2.2.1, Chapter 2). Iterative loops of adding and amending
sub-themes led to those that were identified as the most important in explaining the
diffusion process. The internalisation or the acceptanceof work systems was seen as
influenced by, for example, participation through teams, emphasison training, approach
to discipline and the level of trust and communication. (Chapter 5 will explore these
issues in detail). Sub-themesthat were not comparable across the three companies or
were only mentioned by a single respondent were not included in the analysis. For
example, the production manager at Nissera UK (30 July 1999) indicated a lack of
interest in suggestion schemeson the part of the workers: "we have launched it [the
suggestion schemetwice]. People are just not motivated". This particular component of
continuous improvement scheme was not diffused to Teniki UK, hence was excluded
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from the findings reported in Chapter 6 on the basis of its lack of comparability. The
same applies to the sick pay scheme that was detailed as "we have a sick pay scheme
where if you have a good year and have seven out of 240 days absenteeism, you will be
granted for next year a 100 per cent pay for sickness" by the production manager at
Nissera UK (30 July 1999). No information on the sick pay scheme was reported by
Teniki UK and Rover respondents. Furthermore, data that were not relevant to the levels
of analysis and research aims addressed here were excluded. For instance, worker
"complaints" were perceived by two of the administrative staff at Nissera UK as follows:
"you will always hear complaints. Perhaps they have not got much work to do. We
changed the bins in the ladies' room and got complaints that they were not hygienic
enough". Similarly, the lack of trust between some of the operators at Teniki UK was not
included in the discussions in Chapter 6, for this constituted an individual

level of

analysis that differed from what the study aimed to analyse: "you cannot trust all. They
may look pleasant but will tell the supervisor behind your back. They may try to get you
into trouble. They will not tell you things you should not do" (assembler at Teniki UK).

The answersprovided to more pertinent questions,such as barriers to diffusion of work
systems,focused on a communication barrier between the Japaneseand the British. For
example, British (Indian by origin) Electrical Engineer E at Rover (7 May 1999) argued:
It may be because I have myself been living in a different culture so
personally maybe when I bumped into them I saw myself in them, where I
was when I first came to this country [the UK]. I sort of knew what
problems they might come across.I guessI was more open to that type of
issue. But with other people, they had not experienced those issues
themselvesso they thought no one else has those issues. I think maybe in
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Britain the tendency is that everybody else can learn English. And I do not
want to learn any other language. When you first come across people,
when you have been in a similar situation yourself, you can relate to them.
The more you relate to them, the less these barriers.

As other respondentsacknowledgeda communication barrier, theoretical saturation was
reachedon this issue and the `level of communication' was included as one of the subthemes in the analysis. There was also theoretical saturation on the differences in
companyphilosophies betweenRover and Honda that were seenas a barrier to diffusion.

The biggest learning curve was that they [the Japanese] stick to their
follow
brought
Culturally
they
the steps.
they
the
up,
processes.
are
or
way
Whereas in the way Europeansthink, it is `we got to get from there to
there. Oh we can take a shortcut', which brings you to the earlier point,
becausepsychologically we do not follow the steps,that is if the processis
right or wrong. If you always take shortcuts,you never know if the process
is right. Even if you think the process is wrong, you should follow the
processand then take out what is wrong or modify the bits that are wrong.
(British Electrical Engineer F at Rover, 21 June 1999)

Perceived differences in company philosophies were included in the discussion on the
degreeto which workers understoodand acceptedthe philosophies or the underlying tacit
principles of continuous improvement under `organisationalculture'.

The secondstep in data analysis consistedof a systematiccomparison,which was carried
out to determine not only necessaryconditions, but also a possible multiplicity of paths
towards the same outcome. A `method of difference' (Djelic, 1998:15) was adopted in
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making comparisonsof caseswith different degreesof internalisation of alternative work
systems.In this way, conditions that might be responsible for the variation in outcomes
could be identified. (Thesecomparisonswill be discussedin Chapter6).
4.4

Reliability

and Validity

Concerns

Qualitative casestudies,including participant observationthat involves the immersion of
the researcher into the social setting under study, can be regarded by those with a
positivist approach to methodology as highly subjective (e.g. Schatzman and Strauss,
1973). For example, the researchermay be seen as impacting on the social setting, or
forced to rely on his/her own perceptions.Under the circumstance,representationsneed
to be given credence or legitimated through cross-checking. This research employs
inaccurate
interpretations.
data
Multiple
multiple
collection as a means of minimising
interviews
both
(i.
informants
e.
with
cases,multiple
within each caseand acrossnations
British and Japanesemembers), and more than one data gathering method are used to
strengthenthe study's usefulnessfor other settings(Marshall and Rossman, 1995).

This study counter-challengeswhat the traditional canonsperceive as a weakness-low
external validity-in

qualitative researchby explicating the theoretical parametersof the

study. It presentshow data collection and analysis were guided by concepts(see Chapter
2). Effort was taken to participate in the factory activities of workers, taking into account
the opinions and actions of the people with whom the researcherinteracted. Nonetheless,
as the researcherwas part of the social world that was being studied and had intrinsic
beliefs
from
and
values
which she could not wholly detach herself, absolute neutrality or
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true objectivity

was impossible to achieve. As Delbridge (1998: 18) contends, "from

conception through implementation to analysis and final interpretation, an individual's
personal values

and experiences will

affect

the research process".

Under

the

factors
be
for
that
to
the
the
any
of
researcher
was
conscious
circumstance,
challenge
could render the study "unintelligible,

).
(ibid.
In
irrelevant"
the given
unrepresentative, or

by
forming
findings
impact
the
the
the
was
minimised
study,
of
researcher's presence on

relationships with the membersin social settings.

The qualitative case studies conducted in the three firms were subject to adequacy or
52
There
be
was still a
study.
a quantitative
validity, and reliability problems, as would
in
in
interpret
to
a systematic way.
research
need organise and
observations qualitative
Measures were taken to ensure that quality aspects, including reliability, construct
into
incorporated
internal
the study.
were
validity,
validity and external validity
4.4.1 Reliability

The reliability of the researchresults was enhancedby making explicit the procedures
that had been followed for data collection. These procedures included matters of
interview protocol, tape-recordingsof interviews and the feedbackon transcriptions from
53
field.
in
Also of
the participants, as well as building and sustaining relationships the

52Although the terms 'validity' and 'reliability' are borrowed from positivist natural sciencesto test for the
do
is
(especially
fact
they
the
not
the
that
performed),
coherenceof
study
given
a systematic comparison
imply a simple causality between the phenomenaunder investigation. There is an attempt to capture the
complexity of understanding, in addition to providing an explanation of why things are how they are. In
other words, the research adopts `theoretical realism' rather than a truly naturalistic perspective. Social
do
in
is
`occurring
this
which
context, seenas
action,
within relatively enduring social-structural conditions
not determine those actions but do constitute a form of `objective reality' within which those actions take
place" (Godard, 1993in Delbridge, 1998:16).
3 This helped in attaining considerabledegreeof internal coherenceand plausibility (Atkinson, 1990).
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importance was the collecting of secondaryinformation,54such asjournal and newspaper
articles, Department of Trade and Industry publications, books devoted to the RoverHonda collaboration and company reports.

4 4.2
.

Construct Validity

Due to the nature of the kind of information sought, concernedas it was with the meaning
for individuals of events, relationships, social structures,roles and norms, there was no
easy means of checking validity (Besser, 1996:29). If true meaning is what the credible
interview
in
it
is,
it
is
how
decide
to
one
should
memberssay
many participants
necessary
have
in
A
to
the
valid picture
organisation.
order
a given
a clear picture of
social patterns

is
This
here
is
theoretical
the
through
saturation.
of
researchedphenomenon attained
defined by Glaser and Strauss (1967) as an instance when a researcher interviews
members of a specific group about the meaning of some aspect of reality and the same
responses,themes, concernsand feelings come up again and again. When "no additional
data [can be] found whereby the sociologist can develop properties of the category",
theoretical saturation has been reached on this issue for this group (ibid., p. 61). In
addition, this study adopts a multilevel approach.It investigatesknowledge-driven work
in
is
diffusion
levels,
institutional,
this
the
systems
useful
and
at
organisationaland group
saturating categoriesof incidents. It is argued that a multilevel approach is necessaryto
provide a representative account of a complex organisational phenomenon as that of
cross-nationaldiffusion of work systems(Kostova, 1999).

54According to Eisenhardt (1989), prior research
and literature about a subject can provide a valuable
sourcefor comparative analysis and validating theory.
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Initial concepts and frameworks were tested through preliminary interviews, while
researchsites were being explored. This testing was carried out at an early stage in the
researchprocess.Questionswere semi-structured,so as to provide for consistencyacross
the casesin the messageconveyed to the participants. The semi-structuredquestioning
also provided the opportunity to probe issuesdeeperto obtain an in-depth understanding
of the key characteristicsthat were likely to shapethe process of internalising Japanese
work systems.This questioning provided the researcherwith the flexibility to track key
issues as they emerged.In addition, participant observation made it possible to capture,
understand and analyse social relations and processes. It allowed the researcher to
examine the main activities of the working day and in particular how participants "[took]
recourse to context-linked typifications in order to make sense of their activities"
(Hassard, 1993:98). In the given case, it was necessaryto learn the informal rules that
being
followed
were
and the way thesewere interpreted.

The research addressedthe matter of respondent bias by triangulating data. Multiple
sourcesof confirmation were necessaryto clarify meaning and to verify the repeatability
of an interpretation (Raymond, 1996). Data were drawn from interviews, participant
data
document
interview
Moreover,
the
observation and
analysis.
within
casecompanies,
with a particular work group were checked against responses from another group. For

example, factory workers' accountsin two of the caseswere triangulated with the team
leaders' and the managers' accounts. Similarly, British and Japanese participants'
accounts were cross-checked against each other. This helped minimise possible
translation errors.
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Individual casefindings were presentedin various conferencesfor cross-checkingthe use
of researchconcepts.This was also a check for coherenceof arguments.In other words,
there was a check to ascertainwhether the conclusions followed from the premises, and
correspondence. Interpretations had to be written or staged as a presentation which

required direct responsefrom an audience(seeAppendix IV for a list of paperspresented
at conferences).

Interview data were also cross-checked with research participants. Company reports
circulated for feedback servedto validate researchresults. There were several employees
back
interacted
to
to
the
to
able
go
with whom
researcher
regularly and whom she was
wheneverthere was a need for elaboration and clarification.
4.4.3 Internal Validity

To arrive at insights into the relationship between institutional variation and work
systems diffusion, Yin's (1994) principle of pattern-matching was employed. The case
studies revealed how and why a particular degree of internalisation of Japanesework
systemshad occurred. There was an intensive search for patterns in key characteristics
that explained a given level of internalisation. After analysing the historical constituents
of each case,eventsof eachcompany were comparedand contrastedto reveal similarities
and differences. These results were then comparedwith the researchquestions about the
influence of institutional, organisational and group elements on the internalisation of
Japaneseknowledge-driven work systems.The two-step comparative historical analysis
(discussedin Section 4.3) promoted the internal validity of the researchby minimising
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the possibility of misinterpretationscausedby the researcher'sselectiveperception.
4.4.4 External Validity

The domain to which findings could be generalised was the historical neo-institutional
framework in an analytic rather than statistical form (Yin, 1994). As the research aim was
to explain the complexity of social exchange in a factory setting and on a collaborative
highlight
to
the key concepts constituting the diffusion process, the statistical
project
it
findings
in
However,
this
to
generalisability of
study.
other settings was not of concern
was possible to arrive at empirical pointers for the future. A future step would be to
investigate conceptually similar but apparently contrasting situations (Bechhofer and
Paterson, 2000).

This research focused on the cognitive systems and normative patterns that outlined the
joint
Other
factory
in
the
the
settings.
project
expected mode of social relationships
and
research strategies, such as surveys and archival analysis, were considered as constrained
in their potential to tap into the "mental models in which human beings create working
models of the world by making and manipulating analogies in their minds" (Nonaka and
Takeuchi, 1995:60). In this context, it becomes more meaningful to rephrase the question
is
follows:
form
`in
to
that
of whether case studies are generalisable
what sense
a
reads as
a case study representative? '. Reflecting upon the matter, one could draw patterns of
behaviour in a particular group of organisations. For example, firms located on greenfield
levels
may
reflect
of internalisation
sites

that are different

from those located on

brownfield sites. The case companies illuminated and developed the analytic framework
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presentedin Chapter2 and, hence,were treatedin some senseas representative.

4.5

Summary

The researchdesign of this study is basedon a comparative analysis of firms operating in
similar industries with similar diffused work systems,but on different sites and under
different forms of ownership. The focus of the research is more on the processural
aspects of the diffusion process than on the structural aspects.In this way, limits to
firms
comparing
of different structural parametersare reduced.

The aim of the comparison is to investigate the impact of national and local institutional
variation on the internalisation of knowledge-driven work systems.The researchprocess
is composedof 16 major stagesthat reflects a constant shift between theory and practice.
The stages include (1), (8) exploration
Japanisation and neo-institutional

innovation
in
the
of arguments

processes,

literatures, (2) construction of an initial conceptual

framework, (3) exploration of research sites/ negotiation of access, (4) development of an
interview protocol, (5), (7), (9) (11) data collection at the UK affiliate firms, (6) revision

of the conceptual framework, (10) case write-up, (12) revised case descriptions and
further readings on neo-institutionalism, (13) further data collection via a visit to Japan,
(14) data processing/comparativeanalysis of the cases,(15) feedback from respondents
on the analysis, and (16) final revision.

The exploration of researchsites began in mid-1997 and lasted eight months till 1998.

This includedinterviewsat five joint venturesandtwo subsidiaryfirms. The major data

150

collection started in 1998 and lasted until April 2000. Data were collected at two UK
subsidiary firms, complementedwith interviews at the Japaneseparent companies,and an
Anglo-Japanesetechnical collaboration, with interviews conductedat both partner firms.
The selection of firms included brownfield and greenfield subsidiary firms and a
technical collaboration `committed' to continuous improvement activities in the
automotive manufacturesector.Criteria consideredin the selection of firms included site,
sector, form of ownership, and the nature of diffused work systems, that is efforts to
achieve continuous improvement in quality and reliability.

Data relating to employee and managerial perceptions of the way in which Japanese
knowledge-driven work systems were diffused to adopter firms and the characteristics
that had an impact on their implementation and internalisation were gatheredvia semistructured interviews with the following groups of people: Japaneseadvisors, British and
Japanesedirectors, senior managers,and British team leaders and operators. Participant
observation in factory settings was also of importance in securing such data. Additional
data were collected from secondary sources including company reports, DTI reports,
journal and newspaperarticles, books and local council reports. Interviews were basedon
a pre-defined schedule and a list of questions (that is an interview protocol) aimed at
capturing institutional, organisational and group influences. All interviews, with the
exception of the 12 with British employees and those with Japanesemembers, were
recorded,transcribed and fed back to gatekeepers.

The data analysis took the form of a two-step comparative historical analysis. Interview
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transcriptions and observationnotes were scannedfor tentative sub-themes,and key subthemes were selected upon iterative loops of adding and amending. Systematic
comparisonof data determinednecessaryconditions in explaining the outcome.

A range of methods and techniques for qualitative research was used to enhance the
reliability and validity of the results. Reliability was enhanced through explicating
from
feedback
in
data
interviews
tape-recordings
and
methodsused
collection, such as
of
participants. Construct validity

was promoted through preliminary

interviews,

triangulation of data and feedback from academicsat conferences.Internal validity was
enhancedthrough pattern-matching of key explanatory characteristics across the three
cases.External validity was promoted through analytic generalisation, where research
findings were fed back to the earlier-adoptedanalytic framework.
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CHAPTER 5
WORK SYSTEMS DIFFUSION IN THE AUTOMOTIVE

INDUSTRY

This chapter presentsthe results of the field study conductedover the period 1998-2000
in a brownfield subsidiary (Teniki UK), a greenfield subsidiary (Nissera UK) and a
technical collaboration site (Rover-Honda) within the UK automotive industry. It
provides an overview of the institutional legacies that are generally defined at the
level.
detailed
local
level
but
The
have
impact
the
and
national
a clear
on practices at
systematic descriptions of the three casesrefer to key characteristicsthat have an impact
on the diffusibility of work systems from Japan to the UK. These are (i) the local
institutional characteristicsof location site and area,skills base,government initiative for
or inward investment and the level of industrial dispute, (ii) company characteristics of
age, size and terms of financing, (iii) organisational characteristic of the nature of
diffused work systems,and (iv) group characteristicof team attitudes towards alternative
work systems. Contextual information relating to the local conditions surrounding the
three companies is introduced first. This is followed by an analytical overview of the
characteristics that had an impact on the implementation and internalisation of
levels.
by
firms
the
multinationals' work systems
affiliate
organisational and group
at
Sensitivity to contextual influences at eachsite was crucial, as they helped shapethe way
in which employees responded to the demands of `new' work methods. For instance,
Storey and Harrison's (1999:661-662) case study of a specialist engineering products
manufacturer,owned by an American firm and managedby the British, shows that it may
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be possible to "install new manufacturing methods within a brownfield site and to win a
sufficient degree of co-operation from the workforce", if there are sufficient levels of
technological investment "in conjunction with due attention to an appropriate
different
is
to
the
cells".
employment relations strategy, which
adapted
needs of
However, the authors do not consider the role of the control mechanism, organisational
in
local
institutional
diffusion
the
process their study.
structure and
characteristicson
They thus fail to provide a thorough analysis of workers' responseto alternative work
systems. In contrast, this study addressesthe diffusion of structural, cultural, controlinstitutional
local
It
to
technological
also shows sensitivity
related and
practices.
characteristics.The analysis of the characteristics,on the basis of which the three cases
are compared,can be found in Chapter6.

5.1 Teniki UK, Nissera UK and the Rover-Honda Collaboration

Sites

Teniki UK, Nissera UK and the Rover-Honda collaboration sites are all located in the
industry.
They involve similar types of production systemssuch
manufacture
automotive
be
lean
to
techniques
manufacturing
more committed to
as
and philosophies, and are said
continuous improvement than firms operating in chemical, plastics, pharmaceutical and
health care, textiles and apparel, as well as food and drinks industries. Their strategic
decisionsmay have a major impact on the sectoral patternsof technological activities and
developments
Other
such as a
performance.
competitive
similarities concern structural
differences
However,
towards
team
there
a
shift
structure.
are also significant structural
and variations in industrial relations among the. case firms that can be linked to past
institutional developments. These influence the degree of internalisation of Japanese
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knowledge-driven work systems in the firms. Similarities and differences among the
firms are outlined in the sectionsbelow.

5.1.1

The Automotive Manufacture Industry

The three adopter firms investigated, Teniki UK, Nissera UK and Rover, face similar
environmental challenges, stressing their need to be innovative and competitive. They
aim to enhance manufacturing skills, and quality and productivity of their output by
adopting the latest working practices, that is, in Invest in Britain in Bureau's (1999)

terms, lean manufacturing systems and commitment to continuous improvement. The
philosophy of the companies is based on exploring new technology and constant
innovation, and enhancing the well-being of their staff, actively encouraging their
personal development as well as supporting the communities in which they live. They
claim to take pride in being committed to continuous improvement in quality, reliability
and service to all their customersthrough a programmeof total quality improvement.

Japanese manufacturing investment in the 1980s was primarily attracted to two
geographicalconcentrations:"new towns such as Milton Keynes, Telford or Livingstone;
and old, industrial districts, such as South Wales, the West of Scotland and the North East
of England" (Smith and Elger, 1998:271). This investment was of a Foreign Direct
Investment (FDI) nature, and focused on greenfield rather than brownfield sites. It is
in
that
argued
new towns (such as Redditch in which Nissera UK is located), large firms
have enhanced their power over relatively underdeveloped local labour customs,
practices and conditions, and are, thereby, in a better position to take advantageof the
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from
British
for
distinct
the
that
types
norm.
new
of
employment
relations
are
conditions
For older industrial districts, such as Longbridge where the Rover plant is located,
characterised by declining heavy or primary industries, the bargaining position of
in
is
be
because
high
levels
to
the
strong
of
of unemployment the area
companies claimed
(ibid. ). For example, unemployment in the West Midlands and Great Britain as a whole
(9 per cent) has been consistently higher than that of the Telford work area(7.8 per cent)
(Wrekin Council, 1994 in Sharpe, 1998a:91). In other words, workers would be expected
to be more willing to accommodate to a new workplace regime out of economic
necessity.However, some of the challengesthey face vary, due to the nature of their site
locations. Although, as discussed in Chapter 2, the major practices-structural
(participation through teams), cultural (commitment to quality improvement schemes),
decisions
in
involvement
(the
degree
Japanese
and
strategic
of
control mechanism
diffused
(the
diffusion
technology)-that
technological
are
of advanced
operations) and
to all three case companiesare similar55,the degreeto which they are infused with value
in
in
the
differs.
Remnants
culture
an
earlier
of
accepted
each
research
site
and
brownfield site inhibit the degree to which alternative work systems are accepted. An
organisational culture embeddedin fire-fighting discouragesthe adoption of alternative
`new'
differences
between
The
the
the
work
and
previous
work systems.
requirementsof
By
improvement
divergent
interpretations
schemes.
of continuous
systems produce
Japanese
internalisation
is
the
to
the
of
greenfield site
contrast,
more conducive
knowledge-driven work systems,for `new' work systemsare introduced from scratch and
ss However, it should be noted that the
nature of the value-added processes engaged in at Rover compared
UK
Teniki
is
The
diffusion
improvement
to
two
the
the
cases not
schemes
other
same.
of continuous
with
and Nissera UK relate to a learning activity in a manufacturing facility. Whereas the shift to a project-based
structure and team culture at Rover relate to a learning activity in an engineering department within the
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heavy
As
to.
technical
the
collaboration,
regards
a set of common norms are complied
and direct involvement of boundary-spanning individuals, company visits and personal
by
facilitate
internalisation
both
implementation
by
the
the
relations
management and
engineers of

alternative

work

systems. The following

descriptions of the degree of implementation

sections provide

and internalisation

in
local
institutional,
to
each
site,
with
systems
reference

detailed

of Japanese work

organisational (including

company) and group characteristics.

5.2

The Local Institutional

Context of Teniki UK

Teniki UK theoretically serves as a brownfield site.56 It was owned by a British firm
before being acquired by a Japanese car component manufacturer, Teniki, in 1996. The
British firm had initially

formed a joint venture with Teniki to manufacture carbon

canisters, with the aim of gaining capacity to supply the European market. This prompted
the development of a technical centre to develop air induction systems capable of
UK's
Teniki
European
tight
emissions.
standards on vehicle noise
meeting relatively
Intake
Air
is
(37
the
technologically
cent).
per
advanced carbon canister
main product
Systems are the second major product (35 per cent).

The parent company, Teniki, operates eleven manufacturing sites in Europe, Asia and
Americas. Its biggest customeris a Japanesecar manufacturerthat holds 57 per cent of its
context of a technical collaboration.
56Teniki UK is located in Salisbury, South Wiltshire, on a greenfield site and has recruited new members
since its acquisition by the JapaneseMNC. Nevertheless, it confronts challenges posed by the previous
organisational culture. Hence, it can be argued that the company lies in between a greenfield and a
brownfield site. "With the people in here, the 100 odd people that are still the old school, it is the
brownfield, you have to changethem and lead them by the nose a bit, then you get the resistance.With the
people you bring in, you say this is how it will be done. I think it is half-and-half. I think the gurus would
January
18
brownfield,
because
it
is
developing"
Manager,
Operations
(British
a
we are changing and
say
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shares. Teniki's subsidiary in the UK is located in a centre for tourism where a large
fraction of the labour force (38.8 per cent, Salisbury Economic Development and
Tourism, 1998) is employed in the public sector (see Figure 5.1).

Figure 5.1

Salisbury Employment
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Source: Salisbury Economic Development and Tourism Unit, 1998

The region has low dependence on the manufacturing sector. Employment trends in 1997
for Salisbury show that 12.3 per cent of the working population was employed in
manufacturing. This figure has remained stable at 12 per cent over a six-year period,
since 1991.

Although statistics relating to social class by occupation in 1991 (see Table 5.1) indicate
that the highest percentage (18 per cent) of the population is economically active in the

2000).
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managerial and technical group, this skills base is concentratedin the financial services
sector.A good skills baseis not visible in the manufacturing sector.

Table 5.1
Occupational
Professional

Socio-economic Groupings of Households (1991 Census)
Division

Salisbury (%)
4

UK
4

Managerial and Technical

18

19

Skilled, non-manual

10

8

Skilled, manual
16
15
8
Partly skilled
7
Unskilled
3
4
3
Armed Forces/Nooccupation
4
stated
38
Retirement or otherwise
39
inactive
economically
Source: Salisbury Economic Developmentand Tourism Unit, 1998
The weak manufacturing base in Salisbury has meant lower inward investment in the
in
has
in
highest
USA
investment
(40
the
the
area,
mainly
area.
percentageof
per cent)
the electronics sector. Japan, Germany and France rank second (8 per cent) in their
selection of Wiltshire as an areafor investment.

Among the reasonsfor locating in Salisbury, grant regimes and the skills levels of the
locating
for
low
importance.
In
UK,
Teniki
the
the
main reason
workforce are of
caseof
in the Wiltshire region has been the geographical proximity to the company's major
customer.

As regardsthe level of industrial dispute in Salisbury, it is much lower than the industrial
average in the UK over a period of 1991 to 1998, with working days lost per 1,000
employeesranging from 0 to 54 (54 being an outlier).
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Having discussed the key characteristics of the local institutional context, the section
below details the organisational and group characteristics that have an impact on the
diffusion process.The discussionis structured along the lines of the analytic framework
outlined in Chapter2.
5.2.1

Background to Teniki UK

The nature of the relationship of Teniki UK's previous owner (ABC Ltd. ) under a joint

venture agreementwith Teniki was such that ABC Ltd. provided the production facility
local
the
and
managementteam, and Teniki provided the technical expertise."It [the joint
venture] was run by a group of directors with limited sales. They ran the operation in
terms of production lines, very limited product types going through" (British Operations
Manager, 18 January 2000). The joint venture performed poorly with low quality
standardsand efficiency levels. It became a wholly owned subsidiary company of the
Japanesepartner in 1996.

Before the acquisition of Teniki UK, the organisational culture was claimed to be
ingrained in fire-fighting and poor management-workerrelations. Older operatorsworked
in a non-informative environment characterised by poor communication and weak
control. "ABC Ltd. did not have anything in terms of Statistical ProcessControls (SPCs)
etcetera.They had no set standards.Japanesebrought them as they came" (British HR
Officer, 29 July 1999). Promises of training were made, but rarely delivered. Training
focused on teaching skills related to an operator's immediate task. Operators were not
introduced to an integrated manufacturing process.There seemedto be no real changeto
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the business structure, strategy or improvements in business culture (British Operations
Manager, 18 January2000).

Following the acquisition of the joint venture in 1996, Teniki replaced senior
managementwith a more market-oriented,quality-conscious team. Since the acquisition,
there had been six Japaneseadvisors in technical and development operations, sales and
marketing areas. Having no line responsibility, they were brought in from the parent
company to act as technical experts,avoiding hierarchical position as a control and filter
57
mechanism. The people side of managementwas left to local managers.

In terms of company characteristics, Teniki UK is classified as a medium-sized company
with an employee base of 170 people (in 1999). It has not yet achieved economies-ofscale and this puts financial pressure on local management in its efforts to impart
continuous improvement philosophies to the operators. Furthermore, 57 per cent of its

parent company's sharesare held by a Japanesecar manufacturer-the biggest customer
of Teniki. This arrangementalso constrainsTeniki UK's financial flexibility. Given its
recent acquisition, Teniki UK has not been under the full ownership of the Japaneselong
enoughto be fully ingrained with a continuous improvement culture. The implementation
of Teniki practices is low. (The impact of the key company characteristics on the
implementation and internalisation of the source company's work systems will be
discussed in comparison to that observed at Nissera UK and the Rover-Honda
in
collaboration Chapter6).

57Nevertheless,Japaneseadvisors
occupy powerful positions. For example, Teniki requirementsconveyed
by the advisors to local managementcannotbe rejected.

161

5.2.2 Organisational Characteristics

The key organisational characteristic that has an impact on the implementation and
internalisation of Japanesework systems is the nature of practices, namely structural,
key
diffused.
This
technological,
that
organisational
cultural, control-related and
are
involvement
incorporates
influence
degree
Japanese
the
the
on
characteristic also
of
of
the internalisation of work systems.The selective discussion of particular issues under
each type of work system is basedon the iterative processof adding and amending subthemesduring data analysis to identify the key issues(seeSection4.3, Chapter4).
5.2.2.1

Organisational Structure: TheShift to TeamStructure

In the beginning of 1999, the organisational structure of Teniki UK shifted with the
initiative of the local UK managementfrom an hierarchical authority relations to a rather
flat structure. Its structure under the previous ownership was set up along the line of
superintendents,supervisorsand hourly-paid workers (seeFigure 5.2).
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Figure 5.2 Production Structure of Teniki UK Prior to 1999
Customer Service
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Canister

Assembly

I

1

Despatch
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Assembly Assembly
Moulding
Supervisor Supervisor Supervisor
Team
Leader

Air
Element

Canister Air
supervisor Element
Supervisor

Customer
Liaison

(3)

Team
Leader

Source:Teniki UK Ltd., November 1998

Superintendents,who were responsible for all activities in the factory and had a wide
span of control over hourly-paid workers, reported to the factory production manager.
This structure saw a significant change in authority relations with the introduction of
team leader positions. Team leaders played an important role in mediating relations
between workers and management. The transition to a team structure, that is the
implementation of structural practice, was basedon the objectives of reducing costs and
supervisor autonomy, and breaking `them' and `us' clustersin the company.
We had less number of supervisors,hence it was a cost-saving measure in
that way. We had a lot who did not understandthe difference between a team
coach and a supervisor. With the new structure, there is a lot more
concentration on the training side. Team coaches have more manmanagement and planning responsibilities. All team coaches are trained to
train people. The benefits will take some time to reap.

(British Personneland Training Assistant, 29 July 1999)
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Although, currently, processesof selection and induction at Teniki UK emphasiseability
to work in teams and to accept responsibility and flexible work roles, Teniki UK has
difficulty in investing a high degreeof ownership of continuous improvement processes
in the hands of relatively self-contained teams. Operators do not see a major difference
between the new and old organisational structure. To them, the shift suggeststhat team
58
have
lower
coaches
more administrative tasks to carry out at
pay. However, under the
new structure, as can be seenin Figure 5.3, team coachesare responsiblefor maintaining
daily records of performance within sections; controlling staff training records;
monitoring absence, holidays, availability and hours worked; and developing,
implementing and monitoring action plans to achieve a culture of continuous
improvement.

58In reality, there is no pay difference between
supervisorsand team coaches.
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Figure 5.3 Teniki UK Organisation Chart
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In brief, the role of a team coach differs from that of a supervisor, especially with regard
to monitoring efficiency along statistical control methods.

In line with the ideas of continuous improvement, the factory is arrangedin a cell layout
with one to three people working in each cell on the assemblyof carbon canistersand air
intake systems.59This is seen as more efficient than having ten people on a production
line. In addition, work processesare designedto eliminate many human errors. There are

59The factory also housesan air element
production section.
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mechanisms for monitoring causal factors, such as warnings close to exceeding
tolerances.

The shift to a team structure had a positive impact on the line of demarcation between the
technical and the sales department at Teniki UK. A technical centre was set up to
improve communication with customers. This was seen as a means of combining the
roles of the technical and sales departments to match the structure of the parent company.
According to the Japanese Technical Advisor (17 December 1998) "a highly technical
supplier can better support the customer. Prototype development is mainly a technical
rather than a sales job, but it involves both tasks. It is not just idea development. At
Teniki, it is the technical group which tries to attract new business".

Teniki UK finds it difficult to replicate an `esprit de corps' due to the length of time its
financing
by
has
been
in
low
the
structure
place, relatively
skilled workforce, short-term
parent company and the indirect involvement of Japaneseexpatriates in shop-floor
activities. These are explored in detail below, and will be analysed in comparison with
Nissera UK and the Rover-Honda collaboration in Chapter6.

5.2.2.2 Organisational Culture: Commitmentto Quality ImprovementSchemes

The transition to a team-basedstructure required high level of vigilance and care on the
part of the operator. However, Teniki UK had difficulty imparting parent company's
continuous improvement activities, such as discipline in the workplace and `5C
housekeeping' principles, by securing everyone's commitment to the process. Its
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by
had
impact
internalisation
training
the
emphasison
a significant
on
of work systems
the operators.Although there were remnantsof the old ABC Ltd. culture in terms of firefighting at Teniki UK (British Design Manager, 16 March 1999), the company was
perceived as performing

better since its acquisition by the Japanese: "there is a

communication problem at Teniki UK. Days of ABC Ltd. were worse. There was too
much slack" (operator in Air Element).
Emphasis on Training
The acquisition of Teniki UK by the Teniki brought drastic changein training:

Training was ad hoc in the beginning [in 1998]. Even though it was
Japanese-owned,we neededmore training. Hence, I put up a strategy to
emphasisetraining. We decided to try and understandthe training needs,
competence skills of people and the gap in their knowledge to achieve
businessaims.
(British Personnel and Training Manager, 15 February 1999)

The previous ownership focused on teaching skills that were related to an operator's
immediate task rather than the overall production process."I was told that all I neededto
know was air cleaners" (operator in Air Cleaner assembly).Although job training under
current managementis typically provided internally and includes consultation with staff
and a personal development plan, the training and development plan has not instilled a
improvement
improvement
Teniki
UK.
Information
continuous
culture at
on continuous
has not yet cascadeddown to the operator level.
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I believe, people [direct labour] understandthat they needto cut costs in the
business. However, the adoption of the approachesand the ownership of
correcting the problems, they do not do. That again is partly through
training and the pressureon the business,not being able to releasethem to
train becausethe first thing we need to do to is keep our customer happy.
We had a massivedelivery problem when I joined. We are now sort of 99.9
per cent day in day out. Now that is stabilised,we can go back to people.
(British OperationsManager, 18 January2000)

There is more emphasis on training the engineers and greater focus on developing
National Vocational Qualification (NVQ) levels than QC philosophies at the operator
level. As the skills level in the area is consideredlow, Teniki UK focuses on increasing
operators' NVQ levels: "Teniki UK is located in an area popular for farming and armed
forces. It is not an industrial location, so the education level is not that high. 60 per cent
of the people have not more than 3 GCSEs" (British Personneland Training Manager, 15
February 1999).

Japaneseexpatriates are not hands-on with the training of operators and team coaches.
They feel that they are either not understood or listened to. For example, it is felt that
"shop floor workers in the Thai plant think Japaneseare better. They listen to the
Japanese"(JapaneseTechnical Advisor, 17 December 1998). The Japaneseperception of
local management'semphasison training is exemplified by the following quotes: "one's
pay will remain the same even with slight increasein skill in Japan.However, at Teniki
UK, a certificate can make a lot of difference in pay" (JapaneseSenior Advisor in
Engineering, 16 March 1999).
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There is an emphasis on certificates in the UK. They initiate change
from an analysis on paper. We analyse not on paper but in people's
minds. It is based on experience, which includes lessons learnt from
mistakes. You ask yourself the question of how you can improve. We
have less documents,information on paper than the Europeans.
(Japanese Senior Advisor in Sales and Marketing, 17 December 1998)

Furthermore, financial and human resourcesavailable for training are limited. The four
Japaneseadvisors who are in a position to train operators are occupied with start-up
hence
they feel that they do not have the time to invest in training. The high
projects,
labour turnover also discourages Japaneseexpatriates from investing their efforts in
training. Low emphasison training negatively influences the internalisation of continuous
improvement principles. This is further exemplified in the following section.
5.2.2.3

Control Mechanism: Degree of Involvement by the Japanese

The level of involvement by local management at Teniki UK under the previous
ownership was limited. "The company was started in 1991 by five guys. They sold their
interest in 1993 to a holding company and milked the company dry over the next two
did
They
years.
not invest. In 1995, they put the company on sale" (British Account
Manager, 15 February, 1999). ABC Ltd. was seen as providing "too much slack", and
possessingpoor organisation and a dirty, messywork environment (senior operator in Air
Element). "ABC Ltd. did not have anything in place in terms of SPC etceteras.They had
no set standards.Japanesebrought them as they came" (British Personnel and Training
Assistant, 29 July 1999). In other words, there were weak attempts to promote quality
consciousnesson the shop floor before the acquisition by the Japanesepartner company.
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This had repercussionson the shift to a new work style that met resistanceat Teniki UK.
With the acquisition of the company, the production facility received considerable
investment from the Japanese.

What the Japaneseshareholdersare doing with us is that they invested a
lot of money in this facility. They are growing in European market. We
have introduced many new different product types and with that we have
introduced may different processesto achieve those products. Therefore,
the style of the businesshas changed very rapidly, as I understand, over
the three yearsthat the investmenthas taken place.
(British OperationsManager, 18 January2000)

Japaneseadvisors at Teniki UK are not involved in day-to-day running of the businessor
manpower planning. Nevertheless,they exert considerablepressureon the technical and

financialside of affairs,andhavethe upperhandin settingfuturetrendsand aimsandin
specifying counter measuresfor current problems.
Obviously they invest the money and provide the bank. They provide us
with technology and new machines and new products. A new product
which they have, which we do not have, we sendour guys over there who
learn the product, spend two to three months looking at the process. So,
basically, they give us certain accessto their processesand their products
and we go pick up new ideas.
(British Managing Director, 21 August 1998)

The Japanese,in this context, are seen as passing information or explicit knowledge
know-how
interpreted
knowledge
is
UK,
Teniki
then
than
tacit
to
and
or
which
rather
operationalisedby local management.
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They retain big influence on the design of our products. Therefore, they
are imparting their know-how. In terms of running the operational side, I
think they pass information on how best it should be done. `This is what I
believe you should be doing'. Therefore, you are passing information. You
then have to translate that into knowledge, competence and skill yourself.
We do that by analysing that information and imparting training.
(British Operations Manager, 18 January 2000)

The design responsibility

for European customers remains with Teniki UK, whilst

drawings for Japanese customers are produced in Japan as "it is easier to meet quality
requirements and communicate with the customer" (Japanese Deputy General Manager in
International Operations at Nissera, 7 April 2000). The majority of products are designed
around Japanese processes.

They still require us to put in place best practice processes such as Ushaped cells, Single Minute Exchange of Dies (SMED), assembly cells,
where minimum stock levels of product are within reach, ergonomically
designed. So they expect best practice. However, achieving some of the
best practices is problematic. (British Operations Manager at Teniki UK,
18 January 2000)

There is considerablefinancial pressurefrom the parent company on Teniki UK in terms
of demands for rapid profitability, for the company has recently been acquired, and is
provided short-term financing. Stringent parent company expectations constrain the
budget allocated for training at the host company and inhibit the degree to which
alternative work systems are implemented by Teniki UK management.Low degree of
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implementation,

in turn, discourages the acceptance of alternative work systems by

workers at Teniki UK.

The way the company developmenthas been financed has restricted that
[the diffusion of Japanesepractices]. The Japanesenormally take a very
long-term view in any investment. They are always for the future. For
some reason, the way this business has been financed is through shortterm loans instead of a large-sharecapital by the parent company. And the
investment
has
been
the
that
request
we make a very quick return on
whereasnormally you would have maybe a few years' grace.
(OperationsManager at Teniki UK, 18 January2000)

Stringent budgetary control is seen as having a negative impact on the fundamental
training necessaryfor Kaizen activities. "I have had experiencewith Japaneseadvisors
in
lot
involved
in
business
hands-on,
they
the
will
muck
and
who were a
more
get really
is
because
to
However,
they
evaluate
what
need
we are a new company,
with everyone.
financing
is
).
UK's
is
(ibid.
Teniki
The
the
on.
main
concern
cost
at
moment"
going
affected by the shareholding arrangement between Teniki and a Japanese car
60
manufacturer.
Approach to Discipline

Teniki UK's approachto discipline in instilling a continuous improvement culture on the
housekeeping'
its
is
found
floor
be
had
`3S
The
to
to
abandon
shop
weak.
company

6057 per cent of Teniki sharesare held by a Japanesecar manufacturer.This has implications for Teniki's
level of competitiveness. "The majority of the Japanesecar manufacturer's work automatically goes to
Teniki. There is no quotation, no competition. They are under no pressureto reduce cost and things like
that. They, therefore, design something, send the drawings over to us and the immediate question our
customerswill ask is 'how can we reduce the cost?'. We would then need to go back to Teniki and say `if
you did this or this or this, then you could bring the overall cost down'. Long process.But then we need to
do.
Big
impossible
it
is
And,
to
than
all
suggestions
revalidate
we come up with.
virtually
more often
not,
problem" (British Design Manager at Teniki UK, 16 March 1999).
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principles61in 1997 due to a lack of commitment by its employees.The company has
invested considerableresourcesin re-creating JIT/TQC system,for older workers tend to
work according to their own rules and enjoy the freedom created by the weak control
mechanismon the shop floor. They jig machinesthat do not work properly; eat and drink
in production cells; fill in production time sheetsat their own convenience(at the end of
the working day rather than on an hourly basis) and manipulate scraprate figures.

The biggest thing, which we have not been successfulin, I suppose,is the
Kaizen, small group activity work. We all know the benefits of doing that
but again, the managers and engineers can actually carry on these
activities, but unless the people on the shop floor buy into them and
understandthem and want to be part of them, it is not sustainable.You can
create Kaizen activity, get result and potentially walk away. And if the
people do not buy into it and understand why they are doing it, it is
wasted. Becausewe have not cascadedthe information down and have not
got the skills bottom up to top, we cannot achieve this sustainable
continuous improvement within the plant.
(British OperationsManager, 18 January2000)

The QC initiative has not taken off at Teniki UK. Operators are not seen as having fully
grasped continuous improvement principles.

Level of Trust and Communication between the Japanese and UK Staff
Japaneseexpatriates' role as `boundary-spanning' individuals (Tushman and Scanlan,
1981) is significant in the dissemination of information obtained from the parent
company to the local staff. Although Japaneseexpatriates are strongly linked to the
61This is a modified version of the 5C
principles consisting of sorting, straightening and standardising.
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for
diffusion
linked
to their
the
they
company
of work systems,
parent
are not necessarily
more locally oriented colleagues (i. e. the UK staff). The stringent strategic and technical
supervision and the communication barrier between Teniki UK and its parent company
tend to contribute to perceived low trust between Japanese and UK employees. There is
also weak communication that is due in part to the low British-perceived willingness on
the part

of

the Japanese to

learn

from

their

subsidiary

firm62 and cultural

misunderstandings. According to the Japanese,the British cannot be trusted when they do
have
deliver
for
is
do
it,
Japanese
"It
they
to
a guiltwhat
not
promise.
common sense
conscious state of mind. Japanese will never say they will do it if they cannot keep their

in
Senior
Advisor
believe
(Japanese
British
be
do
it...
`do
You
word.
not
so negative.
can
Engineering, 16 March 1999). Both the communication barrier and perceived low trust
between the British and Japanesenegatively influence the degreeto which work systems
are acceptedby workers at Teniki UK. One needs to invest in personal relations to be
able to develop trust and have open communication with the Japanese.For instance,
"emphasis on information sharing is there when you are in Japan,sitting face to face with
them. When you are half a planet away they do not send you things out of courtesy"
(British Product Engineer, 16 March 1999). The Japaneseare seen as displaying a `not
invented here, hence no good' syndrome at Teniki UK. "Being British, we are not as
in
Europe"
in
for
but
They
them.
are good manufacturing,
marketing
good as
need us
(British Account Manager, 15 February 1999). There is also the feeling that the Japanese
provide little feedbackon the spot.

62There is rather a `discreet' form of high willingness to learn. In
other words, the Japaneseare not explicit
in their efforts to diffuse knowledge from the UK subsidiary to Teniki.
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When you pass requests up or present detail [such as yearly business
plans], it is `thank you very much, well done, ok, we will get back to
you'... we tend to analyse something, want to go and change it very
quickly whereasthe Japanesewant to analyseit, think about it, ponder it
over, just checking their own mind whether it is correct, make some
recommendationsand then do it. That is different style of people than we
are.

(British OperationsManager, 18 January2000)

There is a high willingness on the part of the Japaneseto learn the European market
developments."In case of plastic product manufacture, Europe is more advanced.They
produce module systems,which are easy to disassemble.Environmental regulation such
as recycling in Europe, is stricter than that in Japan" (Japanese Deputy MD in
International Operationsat Nissera, 7 April 2000). However, the Japaneseare not explicit
in their efforts to transfer technical expertisein moulding and plastic product manufacture
from Teniki UK to the parent company.

The low emphasis on control-related practices, encompassing a weak approach to
discipline and a low level of trust betweenthe Japaneseand UK staff, is seenas hindering
the degreeof internalisation of alternative work systemsat Teniki UK.
5.2.2.4 TechnologyDiffusion

Teniki UK is not a profound example of advancedtechnology in comparison to its parent
lacks
It
high
company, which produces carbon canisters and
volume plastic products.
design responsibility and servesmore as a manufacturing facility, despite an investment
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in 1999 in a Technical Centre and an extension to its factory63. Neither its level of
automation nor the reliability of machinery in assembly area is high. For example, the
pleating line in the Air Element section had 100 per cent rework before part of the line
was replaced by Japanese Teniki engineers in July 1998. The line previously had a
manual knob with which one could adjust the distance between pleats. This was replaced
with two rollers and three metal disks for automatic separation of pleats and the scrap rate
was reduced to 20 per cent.

Information between Teniki and its UK division is exchangedat technical and business
conferences.
We introduced our new technology in air induction systemsat one of these
conferences [the technical exchange conference]. We also have an
overseasglobal conference. In the first Global Business Conference, we
discussed technical matters. Key engineers gathered in Japan and
discussedproblems that occurred in each overseasplant. In the following
Global Business Conference, we discussed quality matters-how

to

manageto keep the samequality standardsacrossall plants.
(Japanese Deputy General Manager in International Operations at
Nissera, 7 April 2000)

The nature of the information exchanged at these conferences is more explicit than tacit,
and thus can be disseminated through a conference medium. In general, there is more
emphasis on diffusing explicit than tacit elements of continuous improvement schemes to
Teniki UK.

63"For example, Europeancountries are more
advancedin bi-metal moulding. Teniki UK has three of these
moulding machines. Teniki does not have that machine yet" (JapaneseSenior Advisor in Engineering, 18
January2000).
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5.2.3

Group Characteristic:
Schemes

Attitude

of Teams towards Continuous Improvement

There is resistanceto continuous improvement schemes,noticeably among older workers
have
been
before
its acquisition by Teniki. "You sometimes get
the
who
with
company
the wrong kind of people, non-team players. They can argue and not fit in. They are
mostly older ones with fixed ideas" (middle-aged operator in the Air Element section).
The lack of commitment among some of the older operatorson the shop floor is due in
for
to
the
the old traditional British manufacturing system of union
part
preference
in
A
the
problem
activity and craftsmanship. senior carbon canister assemblerperceives
the effectivenessof the systemas the outcome of different institutional processesin Japan
and the UK: "it [housekeeping] is ingrained in Japan. It goes back a long way. The
European continental approach is different. Production, sweeping and paperwork
by
is
jobs".
the operator,
In
three
carried
out
represent
separate
other words, production
sweeping by the apprentice and paperwork by the supervisor. "We need the trade union
down here to improve the work environment" (senior operator in Air Element). By the
same token, the team coach of the carbon canister section arguesthat "they should take
logs.
I
Safety
The
Health
and
accident
and
on apprentices.
company should also stress
have not seenit yet".

The lack of conformity to continuous improvement philosophies is also influenced by a
do
"people
For
Air
Element
that
the
weak control mechanism.
example,
section shows
not read the quality audits. They just put a check. Somebodyat the end of the day should
look at the sheets" (senior Operator in Air Element). The local managersseem not to be
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too concernedwith housekeepingas long as the targetsare met.

The discretion used by different team coachesin managing their cells and the impact that
this has on operatorsvaries acrosscells. For example, the team coach of the Air Element
bringing
keen
in
being
is
Air
Intake
those
the
on
section, unlike
assemblysection, seenas
a fresh mind and eagernessto the workplace. His attitude is regarded as paternalistic
towards his cell members. In line with the training system of the parent company, he
attempts to instil a sense of self-belief and pride by constantly encouraging team
involvement and new ideas through regular team meetings. He also provides immediate
feedback-"at

first these meetings will not be very interactive, the teams members

be
forthcoming.
just
before
long,
few
listen.
ideas
But
to
will
preferring
a
and moans
These must be acted upon and reported back" (Team coach in Air Element)-, makes
himself visible, and provides positive reinforcement-"tell

them [the operators] they are

the best but at the sametime really believe in it yourself and thank them for their efforts"
(ibid. ). According to an operator "[the team coach in Air Element] gets the maintenance
man when we needhim. The rest act as typical British supervisors".

In general, attempts to win worker commitment and loyalty by fostering high levels of
job satisfaction at Teniki UK are inhibited by a shortageof human resources(due to the
high labour turnover", seeAppendix V for the changein employment between 1997 and
1999) and low skills level of the workforce. This, in turn, hinders the internalisation of
Teniki work systems.

64 The team coach in Air Element (28 July 1999)
You
is
"high
turnover
cannot
that
crippling.
claims
establish stability".
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5.2.4 Overview

Table 5.2 provides an overview of the findings concerningthe characteristicsthat have an
impact on the diffusion of Japaneseknowledge-driven work systems to Teniki UK.
Initiatives taken by local and Japanesemanagementto introduce alternative work systems
at Teniki UK are not as strong as those at Nissera UK and Rover. This is presentedas
`low degree of implementation' in Table 5.2. The degree to which alternative work
systemsare infused with value and acceptedby workers at Teniki UK is also low. This is
presentedas `low degree of internalisation' in Table 5.2. The local institutional context
includes location on a brownfield site in a centre for tourism, low skills base in
level
low
low
initiative
investment
for
inward
manufacturing,
and
of
government
or
industrial dispute. The medium-sizedUK firm was acquired in 1996, and has a perceived
level
medium
of financial dependenceon the parent company. Teniki UK constitutes a
subsidiary relationship, involved in assemblyof car components.Its Japaneseexpatriate
managementbase is small. The company experienceda shift to a team structure in 1999.
However, this is not accompaniedby a high commitment to continuous improvement
schemes.There is a low emphasis on training. In addition, there is a high degree of
involvement by Teniki in its UK division's technical and strategic decisions. This takes
the form of indirect involvement in shop-floor operations with a weak approach to
discipline. Close control at the strategic level tends to have a negative impact on trust
building between the Japaneseand UK staff. The observed low level of trust is also
low
high
by
dominated
barrier.
is
UK
Moreover,
Teniki
associatedwith a
communication
technology diffusion in carbon canisterand air elementproduction and assembly.
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Table 5.2

Key Characteristics that have an Impact on the Implementation
Internalisation of Japanese Work Systems at Teniki UK

Local Institutional
Level

Company
characteristics

Key characteristics
Location:
Site
Area

Skills base
Inward investment
Level of industrial dispute
Size (in 1999)
Age (year of acquisition to
data collection)

Nature of work

Form of ownership

Number of Japanese
expatriates and their roles in
the UK
Skills level of the workforce/
Symmetry of expertise with
that of the Japanese firm
Financial dependence on
parent firm

Organisational Level

Nature of diffused practices
Organisational
structure
Organisational
culture:
Commitment to continuous
improvement schemes

Teniki UK
Brownfield
Centre for tourism
Low in manufacturing
Low
Low
170 employees
3 years

(1996-1999)
Assembly of

(37%),
canister
carbon
Air Intake Systems (35%)
Subsidiary relationship,
57% of Teniki shares held
by Japanese car
manufacturer
4 (MD is British)
Advisory role
Low

Medium

Shift to team structure in
1999

Low

* Emphasis on training

Control-related:
Degree
of
involvement by the Japanese
* Approach to discipline

High, Indirect

* Trust between the Japanese
and UK staff

Low

* Communication barrier
Technological:
Technology
diffusion

High
Low
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Weak

and

Group Level

Outcome

Attitude of teams towards the
work systems of the source
firm: level of commitment
Degree of
implementation
-

internalisation
of Japanesework systemsat
the UK adopterfirm

Low

Low

Low

Source: Seetext

The following sections describe the key characteristics that have an impact on the
diffusion of Japanesework systemsto Nissera UK that is located on a greenfield site.
The discussionis structuredalong the samelines as that for the brownfield site. Attention
is paid to the influence of local institutional, organisational (including company) and
group characteristics.

5.3 The Local Institutional Context of Nissera UK
Nissera UK was founded in 1988 as part of a strategyto servemajor Japanesecustomers
in Europe. Its main product is instrument clusters for automobiles (83 per cent). This is
followed by instrument clusters for motorcycles (13 per cent) and construction machines
(4 per cent, in 1999).

Its parent company, Nissera, employs 1881 people across eight domestic sales offices
and six subsidiariesin Japan.It has plants in the USA, Taiwan and Thailand, in addition
to its Europeanoperationsin the UK and the Netherlands.The UK division is established
on a greenfield site in a centre for manufacturing, where the manufacturing base accounts
for 38.5 per cent of the jobs in the area(seeFigure 5.4).
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Figure 5.4 Redditch Employment Sector
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The service sector in Redditch (in the West Midlands)

is not as strong as the

by
is
Midlands
"West
an above average
sector.
as a whole
characterised
manufacturing
dependence on manufacturing industry and a below average representation on the service
Council,
Borough
(Redditch
Great
Britain
sector when compared with
as a whole"
1998). The employment trends in 1996 for Redditch show that 38.5 per cent of the
working population was employed in manufacturing as compared with 18.5 per cent
nationally.

A good skills base exists in the manufacturing sector. Statistics on social class by
occupation in 1991, broken down along gender lines, show that the highest percentage
(17.2 per cent) of the population in total is economically active in the managerial and
technical group (see Table 5.3).

182

Table 5.3 Social Class by Occupation (10% sample, 1991)
Occupational
Division

Males %

Female %

Total %

Professionaletc.

4.8

0.6

2.7

21.4

13.3

17.2

7.2

22.6

15.2

27.2

3.7

15.0

occupations
(manual)
Partly skilled

15.8

14.1

14.9

occupations
Unskilled

2.9

3.2

3.1

occupations

Managerial and
technical
Skilled
occupations(nonmanual)
Skilled

occupations
Other divisions include armed forces, on a government scheme, and economically
inactive individuals such as the retired.

Source:Redditch Borough Council, 1998

Table 5.3 indicates that the higher proportion of economically active males is in the
skilled manual group. The highest proportion of females is in the skilled non-manual
group.

The strong manufacturing basein Redditch has meant a strong government initiative for
investment
Trade
inward
in
is
Redditch
Department
the
the
and
of
or
area.
within
Industry Regional Selective Area for assistanceto businesses(Department of Trade and
Industry, 1995a). Furthermore, an inward investment survey carried out in 1995,
highlights Redditch as successfulin attracting foreign investment with over 60 overseas
companies representing 10 countries, such as AT&T Istel (USA) and Heller Machine
Tools (Germany). The largest number of businesses,as can be seenin Figure 5.5, is from
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the United

States (36 per cent in 1999). Japanese companies compose the third largest

body of investment in the area (9 per cent), ranking second after the US in job creation
(2 1 per cent).

Figure 5.5 Overseas Companies in Redditch
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An employers survey in 1997 shows the reasons for moving to Redditch as being `larger
premises' and `more suitable premises', 71.7 per cent and 19.9 per cent respectively. The
concentration of the automotive sector in the West Midlands attracts suppliers wishing to
be closer to their customers. Hence, `access to markets' (9.8 per cent) is another
significant factor for companies to locate in Redditch.

As regards the level of industrial dispute in the West Midlands, it is seen as much worse
than, for example, the South West region in terms of the working days lost per 1,000
employees through strikes and stoppages. According to the Office for National Statistics
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(1999), working days lost per 1,000 employeesbetween 1991 and 1998 ranged from 7 to
56, comparedwith the industrial averageof 10 to 57 over the sameperiod.

The section below provides a detailed description of the degree of implementation and
internalisation of Japaneseknowledge-driven work systemsat Nissera UK. As with the
structure presented in 5.2.2, key organisational and group characteristics that explain the

diffusion processare presented.

5.3.1 Background to Nissera UK

Nissera UK is a medium-sized

company, employing

300 people (in

1999). It is

financially more stable and less dependent on its parent company than Teniki UK, having
been in operation since 1988 and attempted an organisational restructure as a cost-saving
in
in
level
implementation
Nissera
1997.65
is
high
There
the
practices
of
measure
a
of
subsidiary firm. The composition of its senior management team changed during the
initial years of its foundation from 60 per cent Japanese employees to the current six per
cent.

There are 12 Japanese managers-two

in
directors,
the
managers
eight
senior

between
liaison
in
financial
two
the
engineering area and
roles
managers
area-serving
the subsidiary and parent company. The Japanese MD, with a production engineering
background was succeeded by an MD with a finance background in 1997. There are no
Japanese expatriates in manufacturing
supervisors are predominantly

British

or logistics.

Production

and recruited locally.

management and

"From

the start, the

65Nevertheless,it has not achieved the economies-of-scalethat
due
feasible
diffusion
technology
warrants
to its low volume and variety.
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it
local.
day
Management
From
Japanese.
was
all
one,
workforce
structure was mostly
was planned that British managerswould be selectedto fill in the roles occupied by the
Japaneseover time" (British Production Manager,30 July 1999).

Nissera UK is claimed to devote efforts to recruiting relatively qualified workers by
British standards.This is said to be a group most likely to absorband adapt to a new way
of working, that is continuous improvement in quality and reliability.

5.3.2 Organisational Characteristics
5.3.2.1 Organisational Structure: TheShift to TeamStructure

Nissera UK's experienceof a shift from traditional authority relations to managementof
work teams on the shop floor was realised in 1997. The shift to a team-basedstructure
was seen as essential given the plunge in profits in 1995 and 1996. According to the
GeneralAffairs Departmentof Nissera (e-mail sent on 20 October 2000):

From 1993 to 1996, sales rose satisfactorily but profits were getting
worse. Profits in 1995 and 1996 fell sharply becauseof the strong Yen
and the failure to localise main printed circuit board (PCB) assembly.
After that year, 1998 and 1999 marked the best sales in the past due to
support from Nissera66and the reduction in the value of the Yen (see
Appendix VI for the salesand profit trends between 1993 and 1999)
The factory, which is composedof five sections-moulding, PCB production, print shop
66This support was in the form of delegating
responsibility for the assemblyof PCB and some instrument
clusters to Nissera UK. In addition, Nissera engineerswere dispatchedto the UK plant for a period of time
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and caseassembly-has sevenassemblyand two sub-assemblylines that are laid out in a
67
cell structure.

One of the problems with the old structurewas that too much authority was placed in the
handsof the chargehands.There was a wide spanof control over hourly-paid workers.

We had supervisors, charge hands and operators. When the supervisor
was out, the charge hand would take over the role. Charge hands, and this
was virtually

all of them, when the supervisor was off line, would not

produce to meet the downturn. The job of a team leader involves more of
hell
improvement
And
them
man management and
of a
activities.
we pay
lot more.

(British Production Manager, 30 July 1999)

Under the new structure, senior team leaders are held responsible for all aspectsof the
production area, with an emphasison championing continuous improvement. As most of
the supervisors and charge hands, who were interviewed for team leaders and assistant
positions, still serve the company, there is the feeling among the operatorsthat there has
8
been
in
merely
a change titles.

Operatorsperceive team leaders as above the work group rather than as members of the
group. For example, quite a number of operators (especially those with five to 10 years

to increaseproductivity, and to reduce `quality failure cost'.
67An exception to this is the youngest(three year-old) line,
which has a more visible line structure.
68Charge hands' responsibility,
under the new system, encompassessupport to each cell by ensuring that
all materials and equipment are readily available for ongoing production. As opposed to the structure at
Nissera UK, the parent company in Japan has a separategroup of workers for the line-feeding function.
This group, labelled as the parts delivery group, serves 11 lines and nine sub-lines, and is composedof five
members. The members have their own itinerary, where each member is assignedthe role of delivering
parts to a particular line.
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experienceat Nissera UK) claim that there is no real difference between a team assistant
and a charge hand. The fluid job descriptions of operators, enhancedby multi-skilling,
are not applicable to team leaders and assistants.Unlike the situation at the parent
company, team leaders and assistantshave clearly defined responsibilities and their
positions are treated as managerial ones at Nissera UK. This is reflected in the British
Production Manager's (30 July 1999) claim that "team leaders do not do the work. As
long as they make sure the systemis in, what comesout is efficiency, cost and quality". 69

Nissera UK's adoption of a team-basedstructurehas,to a certain degree,createdthe team
spirit essentialfor operational improvement. In spite of the challengesfaced, Nissera UK
has been more successfulthan Teniki UK in running team-basedactivities. This is further
exemplified in the following section.

5.3.2.2 Organisational Culture: Commitmentto Quality ImprovementSchemes

Nissera UK aims to instil a continuous improvement culture through total quality control
methods, such as the Quality Control Initiative (QCI), employee suggestion scheme,
discipline in the workplace, Total Productive Maintenance (TPM) and `5C housekeeping'

principles. Operatorsbelieve that the suggestedquality improvement ideas are good, but
are unwilling to become involved in such schemesdue to what they perceive as an unfair
reward system.This is a problem associatedwith the way local managementadministers
the QCI.
69A JapaneseElectronics Engineering Manager Nissera (14 April 2000),
at
who has worked in the UK for
five years, argues that "UK needs exact job description but, for Japan, this is not the case. Maybe it is
necessaryto make one's task clear [in the UK]". This is also supportedby a managerin CorporatePlanning
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We were forced to go on this course [on quality circles]. They called it
`family circle'. It is a big joke. Everything is a joke. It could be better if
they were straighter with us. As long as we are concerned, they have
deceived us. They will start with something and if it does not suit them,
(Operator in cluster assembly)
they will changeit.
Operatorsfelt that they were deceivedwhen three membersof the QCI team were sent to
Japanas a reward for their winning process-improvementidea. They were verbally given
assurancethat the whole group would be visiting the parent company in Japan.However,
this plan could not be executedfor financial reasons.

Sending the whole team to Japanwas never going to be the case.Some of
those teamshad 12 people. It costsimmenseamount of money. Do not get
me wrong. The communication was not perfect. There was an assumption
made. We, as management,took full responsibility that it was our fault.
(British Production Manager, 30 July 1999)

Although there seems to be willingness to learn and change on operators' part, local
managementstyle inhibits operators' commitment to and satisfaction with the diffused
practices.A cluster assemblerclaims "ideas are good but the outlook, seeingit through is
crap".
Emphasis on Training

The training, supervisory and advisory roles of Japanesemanagementwere reduced over
the years at Nissera UK as the phase of implementing new management systems and

and Control at Nissera (14 April 2000): "UK provides job descriptionseven for small tasks".
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practices in the organisation were completed. Japanese expatriates were directly involved

in the training of British supervisorsand workforce in the initial years of the company's
establishment. Information was passed on in the form of job instructions rather than
formal off-the-job training. Furthermore,job instructions were demonstratedto operators.
"Although they had more strict rules, Japanesemanagerswould help you work. They
would go to the source of the problem. British managers make up titles and waste
money" (operator in PCB manufacture).A good practice would be demonstrated,and the
by
be
fully
the Japanese
the
the
purpose and
effectiveness of
explained
action would
manager serving the role of a trainer. This explanation would be repeatedas many times
as necessary.The operator would be allowed to mimic the action and be observed. A
cluster assemblerin Cel15(16 June 1999), who had been trained or `shadowed' for three
months by a Japaneseengineerin the initial years,claims:

the Japaneseguy was very patient. He would tell you all you needed to
know. He explained things like angle setting, generally about the
equipment. If there was a reject, it would go to the line that produced the
fault for rework. Japaneselook for the source of the problem. In the UK,
you arejust told what to do.

On-the-job training (OJT) is currently not given such emphasis at Nissera UK. Due to the

longer
Japanese
local
of
are
no
replacement
expatriates with
management, operators
flow
the
of the process for an integrated understanding of the factory operations
shown
and the way individual tasks contribute to the overall outcome. They only receive a few
hours of lecture on regulations and contract terms and are, then, sent for OJT. This
deterioration in the emphasis given to training hinders the internalisation of the parent
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company's work systems by newcomers to Nissera UK.

As with the labour turnover problem at Teniki UK, Japanese management at Nissera UK
feels that there is no opportunity to sustain the training system set by the Japanese due to
the lack of stability in Nissera UK's

employee base (Japanese Quality Assurance

Manager, 13 April 2000, and Japanese Assistant Finance Manager at Nissera, 14 April
2000). "Employees constantly change. Of the 100 UK employees that were trained at the
start of operations, only three remain at Nissera UK" (A Quality Assurance Manager at
Nissera, 13 April 2000). This has a negative impact on know-how diffusion from the
parent company.

5.3.2.3 Control Mechanism: Degree of Involvement by the Japanese
Nissera is heavily involved in its UK subsidiary's decisions over the implementation of
continuous improvement techniquesand philosophies and provision of technology, new
machines and products, as well as finances for investment. Nissera UK is required to
report to Nissera discussions on major managerial issues, such as annual shareholder
meetings and significant organisational changes.These are then discussed within the
framework of efficiency checks against investment. Proposals are then summarised and
reported to the board of directors. Moreover, up until 1997 (when the Japaneseex-MD's
contract ceased), there was high involvement in day-to-day running of the factory.
However, commitment on the part of Nissera to broad range and long-lasting effort to
create the dedicated human and organisational capabilities decreasedas Nissera UK
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failed to develop its own knowledge baseand satisfactory financial results.70
First time I was in the UK, we brought know-how with documentation and
information [such as quality standards, instruction manuals, QC process
charts and drawings]. Japan did not send any know-how after that. Their
manufacturing is old and manual, so we cannot transfer know-how.

(A JapaneseQuality AssuranceManager at Nissera, 13 April 2000)

One of the reasons for the limited diffusion of know-how is the financial outcome of
Nissera UK. "Since 1993, Nissera UK has had bad profits. They could not manufacture
anymore. Nissera brought manufacturing, such as product machine part, from Japan to
the UK. Since then, Nissera has minimised know-how transfer" (Japanese Quality
Assurance Manager at Nissera, 13 April 2000).

Approach to Discipline

Nissera UK's approach to discipline, as part of its Kaizen philosophy, is more forceful
than that at Teniki UK. This is applicable in particular to housekeepingon the shop floor.
The company's emphasis on `5C housekeeping' principles-classifying,

clarifying,

cleanliness, clean-up and custom-is based on its belief that it helps create a visual
be
displays
for
in
to
time
with
visual
actions
workplace
and visual control
corrective
instituted immediately. For example,"the ex-MD used to say there is dirt on the floor. At
the same time, we might have run out of parts on a line. The second issue is more
important for the British. On a well-organised line the next biggest issue is cleanliness"

70Nissera's subsidiary firms
are expected to produce profits in their fourth or fifth year of operation. "We
invest. Our profit is generated from the products we manufacture. We sometimes try to forget about
profitability. For the first three years, we do not expect a profit" (Japanese Manager in Corporate Planning
and Control at Nissera, 14 April 2000).
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(Ce112Team Leaderin Cluster Assembly, 14 June 1999).

It is argued that managersused to closely `police' the operatorsin the past (until 1997
when the ex-MD was succeeded)to inculcate the housekeepingroutine into them. As the
Japaneseexpatriate management was gradually replaced with local management, the
dedication
became
did
to
to
these
the
attention paid
principles
weaker, and so
housekeepingprinciples. Nowadays, "there are random checks by managementtwice a
month, but we always know they are coming. The team assistant is always running
around cleaning the place" (cluster assembler).

In spite of the rather coercive, strong approach to discipline, workers at Nissera UK
displayed a higher level of acceptanceof alternative work systemsthan those at Teniki
UK where the approachto discipline was much more lenient.
Level of Trust and Communication

between the Japanese and UK Staff

The level of trust between the Japaneseand UK managementis low due mainly to the
Japanese-perceivedlow level of competenceat Nissera UK. "They do not understandour
product [instrumentation]. They understandthe manufacturing process,how to move the
instrument, but cannot see the bigger picture, how to fit the product" (JapaneseQuality
Assurance Manager at Nissera, 13 April 2000). One of the counter-measuresfor this
problem is given as the transfer of people for training or problem resolution purposes.

This aids the Japanesein understandingthe overseascontext better. "The UK employee
asks `why' questions. A manual is not enough to explain the process. UK people can
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understandwhen the reasonis given. The Japanesenever ask `why'. So I had the chance
to learn by rethinking the process" (JapaneseProduction Manager at Nissera, 13 April
2000). This indicates that in order for the Japanesework systems to work effectively,
both tacit and explicit componentsneed to be diffused to the context of the adopter firm.
(Further discussionon this matter can be found in Chapter6).

Low trust is also associatedwith failure to deliver promisesand a communicationbarrier.
Japanesemanagement staff hold everything back. They do not open
information to UK staff. It is a communication and a trust problem.
Japanesedo not perceive UK managersas capable. They have limited
capability. When we ask questions,UK staff come back with an answer
after a week or so. They do not care about the due date.
(JapaneseQuality AssuranceManager at Nissera, 13 April 2000)
British staff are seen as constantly changing delivery dates rather than pushing to meet
the schedule.

The lack of communication between engineering and managementlevels at Nissera UK
lack
is
due
its
in
language
difference7'
the
to
the
perceived
and parent company
and
part
between
information
do
feel
Nissera.
"I
the
the
that
sharing
on
relationship
of
part of
not
us is very good. Nissera UK seemsto feel that they lack technology-related information
and sufficient support from Nissera, while Nissera seemsto feel that they do not receive
customer requests and requirements from Nissera UK properly" (JapaneseElectronics
71For example, during the period that a Nissera Electronics Engineering Manager (14 April 2000) was
into
(1995-1998),
UK
he
Japanese
"did
have
the
to
translate
at
plant
working
not
enough capability
English. I did not want to communicatewith the UK staff [due to my poor spokenEnglish]. I like writing in
English. I always used mail to requestfor a task to be completed,becauseI neededa record [for Nissera]. If
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Engineering Manager at Nissera, 14 April 2000). This hinders the Japanesewillingness to
diffuse tacit knowledge. However, the level of trust on the part of the UK workforce on
the shop floor towards the Japanese management is higher than that found at the local
level
management
at Nissera UK, as well as that at Teniki UK.

Nevertheless,Nissera is making an effort to learn from its UK subsidiary. As with Teniki
members,Nissera memberscite cultural differences and Europeanmarket preferencesas
areas for learning. For example, Nissera is studying European PCB design to reduce
manufacturing costs. Electronic components, such as Integrated Circuit (IC) tips, are
being introduced to reducethe number of electronic components.
5.3.2.4

Technology Diffusion

Nissera UK is not as technologically advancedas its parent company.Nissera has a much
wider product range than its UK division. For example, it is heavily involved in LCD
production, and directs developmenttechniquesfor automobile products to new products,
such as water heaters and air conditioner remote controls. On the other hand, its UK
subsidiary is only responsible for PCB production and instrument cluster assembly.
Nissera cites two reasonsfor the limited diffusion of technology. Firstly, Nissera UK is
not perceived as possessing the knowledge necessary to develop its own production
lines. 72 Secondly, "Nissera UK has low volume and wide variety. It is difficult

to

introduce new technology" (Japanese Production Manager at Nissera, 13 April 2000).
Although the assembly itself is not very different from that at Nissera, support functions

I communicatedverbally, the working relationship would have been better".
72Assembly lines are developedand transferredto the UK
plant by Nissera.
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such as purchase, inventory, quality

assurance, production engineering and

are quite different.
maintenance73,

It is claimed that "Nissera tries to disclose the latest information on R&D technology74 to
the Technical Centre in order to support Nissera UK's

(Japanese

sales activities

Electronics Engineering Manager at Nissera, 14 April 2000). However, Nissera UK only
do
"They
`profitable'
technology.
than
products rather
creates advanced product
produces
not need advanced technology or know-how. They cannot meet customers' advanced
expectation" (Japanese Quality Assurance Manager at Nissera, 13 April
difficulty

2000). The

in the diffusion of technology is seen as associated with UK staff's lack of

capability and willingness to learn.

Even if we want to transfer [know-how], who can take it? If I want to
transfer everything to the UK, they may need three times more persons.If
there is a mechanical engineer, he only knows the field [of mechanical
engineering]. He does not understandelectronic engineering. In Japan, an
engineerwill know both.
(Japanese Quality Assurance Engineer at Nissera, 13 April 2000)

According to Japanesemanagement,Nissera UK needs greater financial resources and
into
insight
larger
facilities
the
technique
of
employees,
or
number
and a grasp of
integrated process of manufacturing. Nevertheless,on the whole, Nissera UK has been
more diligent in its emphasis on the diffusion of both tacit and explicit elements of
73"For example, production engineering's responsibility also includes maintenance[in the UK]. In Japan,
these functions are separate"(JapaneseProduction Manager at Nissera, 13 April 2000).
74For example, the PCB design data or CADAM are transferred electronically to the Technical Centre at
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improvement
schemes.
continuous

5.3.3

Group Characteristic: Attitude of Teams towards Continuous Improvement
Schemes

Workers' responseto continuous improvement schemesdiffers on the basis of each team
leader's managementstyle, size of the team, its target level and the training offered to
team members.

Although Nissera UK is perceived by managementas proficient in quality management,
researcher'swork experiencein the factory shows inconsistency in the priority given to
quality standards by operators. "Getting assembly operators to do what you want is
difficult in the UK. In Japan, they are very dedicated, 100 per cent committed" (Ce113
Team Leader in Cluster Assembly, 15 June 1999). For example, quality checks in Ce112
are flimsy. The SPC data are manipulated to give the impression to managementthat
fall
levels.
limits
tolerance
they
measurements
within control
when
are clearly outside
Moreover, quality tests that take seven minutes to complete on fuel and temperature
indicators are halted after two to three minutes as the seven-minuteduration is found to
be too long. Similarly, forms that are filled in on Cel12rejects and reworks are frequently
recorded as `other supplier's fault' rather than `self responsibility' or `machine fault'. The
low senseof personal liability felt in this cell tends to have a negative impact on the
overall quality of products and customerrelations.

We supply many products to [our biggest customer]. We know that the 100
Nissera UK.
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components from Nissera will be good. We cannot be so sure at Nissera UK.
The control system is not so different from Nissera. For instance, the process
quality control chart is the same as that at Nissera. Over the past two years we
have tended to go back to the Japaneseparts. Every single part needs to meet
be
UK,
is,
In
there
the
the
can
quality standards.
attitude
out of million, surely
few defects. There is a wider tolerance level in European supplier context.
This is not the case in Japan. Customers, unlike in the UK, expect zero
defects in Japan.
(Japanese Quality Director at Nissera UK, 13 September 1999)

Nevertheless, there are certain cells that display a strong sense of commitment to
continuous improvement schemes.This is especially visible in one of the low-target
assemblylines, Ce115.This cell is composedof a small group of six people who work on
interdependenttasks in a non-competitive environment. Its members produce in batches
by working collectively through the first few stagesof the assemblyline in the first half
of the working day. They move down the line in the secondhalf and increasetheir pace
due
for
day.
demonstrates
to
The
to
team
the
target
the
culture
meet
a
good
of work
cell
its low target, long working relations and task sharing among its members. Some of the
operators were trained by Japanese expatriates in the early years of Nissera UK's
operation. As the concerned line is five years old, it cannot be argued that the technical
sophistication of the line is a major influence on the effectiveness of the team.

The PCB section displays a different responseto continuous improvement schemesfrom
the assembly section. Quality control principles are not enforced to the same degree in
this unit. For example, PCB operatorsare not evaluatedagainstthe `5C principles'. There
is a more relaxed atmospherethat allows operatorsto joke and talk at work, despite the
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felt
hierarchy
in the area. As the departmenthas recently taken on more
strongly
more
it
is
felt
that there is no time to maintain machinesor to implement the `5Cs'.
work,

Some of the operators at Nissera UK see `5Cs' as "basically cleanliness, [it] is more
cosmetic than anything else" (Cell 1 and Ce113Team Leader in Cluster Assembly, 14 June
1999). The Japaneseexpatriatemanagementfeels that this is due to poor supervision at
Nissera UK, as comparedwith that at parent company. "If a supervisor does not explain
or check, the operator will just pass the equipment [even if the quality is low]. In Japan,
every operator has to clean self-area [including the head office staff]. In the UK, a
separatecompany does the cleaning. I explain, but it is difficult for them to implement"
(A JapaneseProduction Manager at Nissera, 13 April 2000). In spite of the Japaneseinternalised
low
have
QC
UK
Nissera
to
perceived
commitment
operators
programmes,
the QC principles to a greater extent than Teniki operators. This is related to greater
financial stability and high and direct involvement of the Japanesein operator training.
Moreover, the skills level of Nissera UK workforce is higher than that at Teniki UK, and
the company is located on a greenfield site: "we can easily select manufacturing staff.
People can understand our requirements In the beginning, we asked for a lot of help
...
from the local staff, so we could not provide job descriptions. A brownfield site is more
disadvantageous from that perspective" (Japanese Corporate Planning and Control
Manager at Nissera, 14 April 2000).

5.3.4 Overview

Table 5.4 summaries the findings on the characteristics that have an impact on the
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diffusion of Japaneseknowledge-driven work systemsto Nissera UK. Initiatives taken by
local and Japanesemanagementto introduce alternative work systemsat Nissera UK are
degree
is
`high
Teniki
UK.
This
than
those
taken
of
stronger
at
as
much
presented
implementation' in Table 5.4. The degreeto which alternative work systemsare infused
UK.
Teniki
by
higher
Nissera
is
UK
that
than
at
value
and
accepted
with
workers at
However, there is room for improvement as is describedin section 5.3.2.2. Hence, this is
local
institutional
degree
internalisation'
`medium
in
The
5.4.
Table
presented as
of
high
includes
location
for
in
skills
on a greenfield site a centre
manufacturing,
context
base in manufacturing75,high inward investment and a high level of industrial dispute.
The medium-sizedUK firm was founded in 1988. It has a perceived low to medium level
financial
dependence
of
on Nissera.Nissera UK constitutesa subsidiary relationship, and
is involved in assemblyof car components.Unlike that at Teniki UK, it has a sufficient
Japaneseexpatriate managementbaseto dedicateresourcesto training the UK operators.
At the organisational level, there was a shift to a team-basedstructure in 1997. This was
disciplined
by
highly
level
building
to
quality and
accompanied a medium
commitment
work and quality assuranceprocedures. The emphasis on training was high, and the
approachto discipline was strong until 1997. Both deterioratedthereafter. Moreover, the
Japaneseinvolvement in strategic decisions, as well as shop-floor activities, at Nissera
UK had been high and direct until 1997.The low level of perceived capability at Nissera
UK generatesrelatively low trust (labelled as low to medium in Table 5.4 in comparison
to Teniki UK) and createsa communication barrier between the Japaneseand UK staff.
Furthermore, there is low technology diffusion from the more technologically advanced

75However, the skills level is lower than that at the parent company. Hence, it is categorisedas `medium'
in Table 5.4.

200

has
In
been
diffuse
tacit and explicit
there
to
company.
general,
an
effort
parent
components of continuous improvement schemes,high number of Japaneseexpatriates
for
diffuse
financial
their
to
these
the
components and
aiming
resources necessary
diffusion to Nissera UK.
Table 5.4

Key Characteristics that have an Impact on the Implementation and
Internalisation of JapaneseWork Systemsat Nissera UK
Key characteristics

Nissera UK

Local
Institutional
Level

Location:

Skills base
Inward investment
Level of industrial dispute

Greenfield
Centre for manufacturing
High in manufacturing
High
High

Company

Size (in 1999)

300 employees

characteristics

Age (year of establishment to 11 years
(1988-1999)
data collection)
Nature of work
Assembly of instrument
clustersfor automobiles

Site
Area

(83%),

Form of ownership

Organisational
Level

Number of Japaneseexpatriates
and their roles in the UK
Skills level of the workforce/
Symmetry of expertisewith that
of the Japanesefirm
Financial dependenceon parent
firm
Nature of diffused practices
Organisational
structure
Organisational
culture:
Commitment to continuous
improvement schemes
* Emphasison training
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motorcycles
(13%),
(4%)
constructionmachines
in 1999)
Subsidiary relationship,
parent company is not owned
by a car manufacturer
12 (including MD)
Mainly director role
Medium

Low-Medium

Shift to team structure in
1997

High (till 1997)/Medium
thereafter

Control-related:
Degree
of
-

involvement by the Japanese
* Approach to discipline
* Trust betweenthe Japaneseand
UK staff

Group Level

Outcome

* Communicationbarrier
Technological:
Technology
diffusion
Attitude of teamstowards the
work systemsof the sourcefirm:
level of commitment
Degreeof
implementation
internalisation
of Japanesework systemsat the

High, Direct

Strong(till 1997)/Mediocre
thereafter
Low-Medium

High
Low
Medium

High
Medium

UK adopter firm

Source: Seetext
The following sections outline the characteristicsthat have an impact on the diffusion of
Japanese work systems to a technical collaboration site at the local institutional,
organisational(including company) and group levels.
5.4 The Local Institutional

Context of the Rover-Honda

Collaboration

Site

The strategic alliance between the Rover Group and Honda was formed in 1978.76The
decision to forge a collaboration between Rover, the UK-based car manufacturer, then
called British Leyland Motor Corporation (BLMC) and the Japanesecompany, Honda
Motor Corporation, was made as part of a strategy to increaseeconomies-of-scale.Rover
looking
developing
to
the
reduce
cost
of
was
and maintaining a complete and viable
help
its
historic
(Fairhead,
range
and
remedy
quality77
product
problems with product
76Rover members see the start of their collaboration with Honda as 1978, as the talks began in that year.
However, Honda membersseeit as 1979,which marks the year in which the official agreementwas made.
77Rover was marked by `disoriented' production management,high turnover particularly between 19761978 (Clark and DeBresson,1990).
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1998), whilst Honda wanted to increaseits salesvolume in Europe.

At the time of the collaboration, there had been a decline in the uncompetitive British
manufacturing sector, which produced dramatic changesin the level and composition of
lost
2.4 million
instance,
between
For
1983,
Britain
1970
employment.
and
manufacturing jobs (Hirst and Zeitlin, 1989). West Midlands, being the traditional home
of Britain's car manufacturing basehad taken the lion's shareof this loss. Problem with
failure.
the
managementwas seenas a crucial causeof
perceivedmanufacturing

The British managementproblem is that, within their area of discretion,
British managers consistently take poor decisions about the priority of
different problems and execute their strategiesin a way that is generally
inept-Before

the 1979-83 recession it was possible to blame poor

organisation of production on the workforce and the unions. But that
excuse is no longer plausible, The organisation of production inside the
factory is now clearly the prerogative of management.
(Hirst and Zeitlin, 1989:82)

It is argued that the location of Rover's Longbridge plant in an old industrial district,
its
is
by
declining
industries,
heavy
characterised
which
strengthens
or primary
bargaining position in view of the levels of unemployment in the area(ibid. ).78Under the
circumstance, workers could be expected to be more willing to accommodate a new
workplace regime out of economic necessity.

78The unemployment in West Midlands and Great Britain
as a whole (9 per cent) have been consistently
higher than that in, for example, the Telford work area (7.8 per cent) (Wrekin Council, 1994 in Sharpe,
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The West Midlands has witnessed an attraction of Japanese investment of mainly an FDI
nature in the automotive sector in the 1980s. This has meant a high government interest
in investment in the area. There was immense government support for the Rover-Honda
collaboration. For example, by 1982, "government financing stood at £1.4 billion and
there had been substantial private funding" (Autocar, 1988).

Labour relations in the West Midlands have been described as significantly worse than
those in new towns, such as Telford, with high levels of industrial dispute experiencedin
the West Midlands over a period of 1986-1993 (Sharpe, 1998a). At the organisational
level, there has been heavy unionisation at Rover. For example, Sir Michael Edwards,
who was offered the job of executive chairman of British Leyland in 1977, "took a tough
line with the trade unions, in particular with the powerful shop stewards, who were
obviously not happy about massive redundancies among their members" (British Motor
Industry Heritage Trust, 1997: 58). 79

The section below provides a detailed description of the degree of implementation and

internalisationof Japaneseknowledge-drivenwork systemsin a collaborativeproject
between Rover and Honda that constituted `side-by-side' work rather than an `arm's
length relationship'. Key characteristicsthat had an impact on the implementation and
internalisation of Honda-diffused practices at the organisational and group levels over the
development of the R8/YY project are discussed. This discussion also includes the

1998a).
79 "Several factories were closed, starting
with the Triumph factory at Speke on Merseyside, followed by
the old MG factory at Abingdon. and even the new Rover SD1 factory at Solihull, later brought back into
.
for
expanded Land Rover production" (British Motor Industry Heritage Trust, 1997: 58).
commission
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boundary-spanningrole of the liaison membersand the impact of company size, age and
the approachto developmentadoptedby the Japanesepartner on the diffusion process.

5.4.1 Background to the Rover-Honda Alliance and the Rover 200/Honda Concerto
Project

"Over its history, the [Rover-Honda] alliance has evolved from a limited licensing
agreement to a multifunctional

relationship including joint development and production

and a 20 per cent share exchange between the two companies" (Faulkner, 1995: 146). At
the start of the collaboration, both companies were on an equal footing in terms of sales
80However, Honda
volume.
was profitable and growing rapidly, while Rover was making
a loss and produced projects that had a negative impact on its corporate image. Honda
carried the image of the most innovative Japanese manufacturer in the mid-1980s. "A lot
of their technology came from their motorcycle technology. That affected the way they
approached car design" (Rover Chief Designer, 14 May 1999). Moreover, technology, in
terms of producing front-wheel drive, and company size matched those of Honda.

Honda had the characteristic JapaneseTQC attitude to manufacturing, which was
diffused to Rover over a lengthy tuition period. According to Faulkner (1995), Honda had
the technology to gain the necessary cost economies in unit terms and the financial
strength to collaborate with Rover in the production of new models. "There was the
80"Rover had a weaknessin its lower
sector model range. The engineering resource and the financial
reserve were lacking. Under the circumstance,a Japanesepartner was the most appropriate for they were
seen as perfected the car manufacturing process.Nissan would have been a more appropriate partner to
select, for Austin Morris had a long relationship with Nissan. However, there was a difference in size.
Nissan's bulk in terms of its salesvolume would have been overwhelming for Austin. In the caseof Honda,
they were short of 1 million produce. This was similar to that in Rover" (British General Manager of Honda
Collaboration at Rover, 15 April 1999).
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is
in
British
Leyland
Group
the
that
recognition within
we were a small company what a
huge market and that we could not financially afford to go developing new cars on our
financially
G,
12
driven"
So
I
(Principal
Engineer
Electrical
think
we
were
own.
mostly
May 1999). Quality and other learnt practices and philosophies were seen as useful byproducts of the collaboration.

The first project, built under a limited licensing agreementby BLMC in 1979, was the
Triumph Acclaim. According to Honda, this was the first true example of large-scale
be
known
later
(which
Austin
Rover
Group
BLMC
to
came
parts procurement overseas.
by) made changes in materials configuration and manufacturing processesin order to
ease the process of procuring parts in the UK. This negatively affected quality.
Compromisesmeant that the Triumph Acclaim's quality was not as satisfactory as that of
Ballades produced in Japan.Nevertheless,this model generatedgood salesin the UK and
8'
favourable
deemed
hence,
a success. The
received
reviews on the continent and,
was
next collaborative work between the two companies was in 1982 on the Rover
800/Honda Legend. This "resulted from Rover seeing the need to replace its SD 1 range
it
large,
keenness
Honda's
to
the
executive
cars
car
where
of
and
market
enter
executive
had as yet no presence" (Ohtani et al., 1997:67). As the requirements of the two
companies were different, particularly in terms of design standards and the problems
posed by factory conditions and differing market demand for features,it was difficult to
reach a final agreement.There was a shift in design responsibility of the body from Rover
to Honda, as "it was extremely difficult to get Austin Rover Group to make changesin

81This is an extract from Honda's internal document, a
US
Honda
lecture
based
to
given
on a
report
expatriatesin the mid-1980s.
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design of the car's body to accommodatechanges in the engine, so Honda ended up
taking over the design of the body in mid course".82 The Rover 800/Honda Legend
followed
by the Rover 200/Honda Concerto collaborative work in 1985. It
was
project
involved a high level of common componentry,such as exterior skin panels,interior door
panels and facia, as both cars were to be manufactured at Rover's Longbridge plant.
Confidence had grown by then and the alliance had matured into a much more involved
collaboration. Hence, the passageof time and the positive experience on the previous
collaborative projects (which is labelled as company age in Table 5.5) were favourable to
the internalisation of Honda practices at Rover. For example, basedon the experienceof
developing an earlier project (Rover 800/Honda Legend)83,it was realised that joint team
meetings were essential on the R8/YY project (JapaneseEngineer at Honda HA, 29
March 1999). The collaboration was seen as taking the form of Rover doing everything
on its own to Honda delivering everything. In this framework, Rover 200 was perceived
as a model that involved genuinejoint work84(see Appendix VII for a list of key events
in the Rover-Honda relationship).

Whilst there have been a series of collaborative projects over the course of Rover's
82The body of the car had to
accommodateHonda-designedengine. [This is an extract from Honda's
internal document, a report basedon a lecture given to Honda US expatriatesin the mid-1980s].
83The factors that influenced failure in this
project, from Honda's perspective, were: i) Rover was threefour times slower than Honda in turning out a finished prototype, ii) UK suppliers were not equipped to
supply prototype parts, iii) Honda endedup producing prototype parts as well, iv) As the locally purchased
content had to be 60 per cent for the first year and 80 per cent in the second, production of many parts
developed in Japan had to be shifted to the UK or a location in the EC. However, due to requests from
ARG and differences in suppliers, there were many caseswhere the specifications for the parts developed
in Japanwere not fully met, v) Honda engineersfelt that the quality of parts produced in the UK/EC was
not satisfactory, whilst Rover found it acceptable,vi) Production of Rover 800/Legend was delayed as
Europeansuppliers took a long time to manufactureparts, and vii) Lack of commonality adversely affected
ARG plants' manufacturing efficiency and resulted in unstablequality. This eventually becamea burden on
both companies.
84This is not necessarilythe view held by Honda. According to Honda, the Rover 800
project was more of
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(coded
focuses
Concerto
Honda,
Rover
200/Honda
this
the
study
on
partnership with
R8/YY project by the engineers). It is perceived as the most successful project by Rover
engineers and senior managers in terms of the degree of collaboration, quality and
process improvements, problem resolution and learning benefits. The R8/YY project was
a turning point for Rover in financial terms. It marked the launch of structural and
line
Quality
Total
Initiative,
the
at
product
a
core
change,
such
as
cultural
and replaced
Rover. There was a high level implementation of Honda practices during this period.
According to the British General Manager of Honda Collaboration at Rover (15 April
1999), "the success of the model in the market place made a significant contribution to
returning Rover to financial profitability. The extent of learning from Honda also reached
VIII
during
(see
R8/YY
Appendix
the
period of
manufacture"
a peak

for the benefit

large-sized
Group
In
UK
Nissera
Rover
Teniki
UK,
to
the
a
was
comparison
scale).
and
company, employing more than 30,000 people at the time of the R8/YY

project.

Financially it could afford to launch a structural and a cultural change programme in
1985, whilst, for instance, Teniki UK had difficulty

in allocating resources to cultural

change. The Japanese partner had a long-term view to development of capabilities at
Rover. This was indicated by Honda's willingness to invest in a 20 per cent cross
shareholding

arrangement with

Rover twelve

years after the collaboration

was

established.

The following sectionsoutline the deep-rootedchangeof a `paradigmatic' nature that has
led to `leveragedlearning' during the Rover-Honda alliance.

a 50-50 collaboration. Honda's design responsibility was perceived in the ratio of 70:30 on the Rover 200.
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5.4.2 Organisational Characteristics

The nature of the diffused work systems also has an impact on the internalisation of
practices by UK adopter firms. As it is shown in the following

sections, the explicit

structural system is more easily diffused to the UK business system than the tacit cultural
and control-related systems. (This will be discussed in further detail Chapter 6).

5.4.2.1 Organisational Structure: TheShift to TeamStructure

The Rover 200/Honda Concerto project saw the initiation of a change in Rover's
85
organisational structure. There was a shift from functional authority relations to a
project-based structure in 1985.86

Within a functional structure, Rover would allocate resources to different functions,
individuals
where
would be working on a number of projects. A core expertisecould not
be sustained within such a structure (British Principal Electrical Engineer F, 21 June
1999). On the other hand, within a project-basedstructure, engineerswho were assigned
to teams could consult a central group of expertiseupon technical difficulties. A projectbased structure was seen as the best way to deliver a project, for technical problems
could be solved accurately and quickly. The project could also be delivered to the
required quality despitethe fact that the componentsused could not have been tested and
approved. However, the project groups ran the risk of becoming insular and their goals
85Rover reverted to a functional structureupon the
completion of the R8/YY project.
86 Although a project-based organisational structure in
an engineering firm differs from a team-based
structure on the shop-floor of a subsidiary firm due to the difference in the nature of the work carried out, it
is categorisedhere under the sameheading for a comparativeanalysis.This is basedon the assumptionthat
both structural arrangementsare founded on a team-basedeffort to delivering a product, whether it is a car
componentor a car.
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being displaced to the detriment of the corporateobjectives (British Design Director, 22
June 1999).

The shift in organisational structure from `business units' to `central competencies'
createdan opportunity to build a team spirit among the engineers.This is ingrained in the
saying "you have got a spirit and motivation of not wanting to let each other down. It
bit
you
a
gives
more drive and impetus" (Design and Development Engineer at Rover, 23
June 1999).

There is something uniting everyone and that is the delivery date. You feel
more exposed to the pressures of working

for an engineering firm.

Whereas in a functionally-based organisation, people are more interested
in getting more focused on becoming an expert on their project. There is
less of a focus on the actual delivery of a project and more on a delivery of
their part. There is less immediate pressure to hit that delivery date and
there is a problem of getting people to work together.

(Principal Electrical EngineerK at Rover, 2 June 1999)

A project-basedorganisation also enabledHonda membersto approachRover engineers
directly. Problems with information dissemination, due either to politicking or filtering,
could be minimised.

"Rover sometimes hired a new manager with high academic

qualification, who decided without knowledge [experience]. So we skipped management
staff and contactedthe engineeringlevel directly" (JapaneseProject Manager at Honda, 5
April 2000).
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From Honda's perspective, Rover could not implement a project-based structure in the
`true sense of the word'. This implies that even though the diffusion of a structural
practice was possible, the method of enforcing the effective operation of the structure (or
the source company's meaning of the structural practice) was difficult

to diffuse to

Rover. Honda felt that functional or section managers at Rover had more control than
(see
Figure 5.6).
managers
project

Figure 5.6 Organisational Structure of Rover as Perceived by Honda
Director
-1

1

Section
Body and
design

Chassis
section

Engine
section

Styling
section

managers

LPL
Project
Concerto
LPL
Project
Accord
LPL
Project
Civic

LPL: Large Project Leader
Source: Interview with the JapaneseExecutive VP of Honda R&D Europe, 29 March
2000

There was still a top-down approach and Rover managerscontinued to be hands-off. It
was argued that the Rover directors had more power than the Large Project Leaders. In
addition, there were conflicting interestsbetween section and project leaders.The section
managers preferred to avoid risk, whilst large project leaders wanted to take risks in

211

develop
to
order
a competitive, innovative product.

Honda, regardless of its collaboration with Rover, always upheld a project-based
structure.

We always have a weekly meeting with every project leader. Rover had a
problem, becauseits body engineerswere in Cowley, interior engineersin
Canley and other engineers in Longbridge. They tried to gather and
established Gaydon [where the design centre is]. Communication then
improved. (JapaneseExecutive VP of Honda R&D Europe, 29 March
2000)

Nevertheless,the timing of the build phasescould still not match that of Honda.

We agreed on a schedule. Rover could not understand this schedule, could
not understand how to manage or carry out their own job. Honda sets up a
project manager to manage the timing. They control the progress of the
team. They also receive the services of a support function. [The support
function is resembled to oil or lubrication necessary for the effective
functioning of a piston, that is the project group].

(JapaneseExecutive VP of Honda R&D Europe, 29 March 2000)

To Rover, Honda appeared to be able to operate a project-based process, delivering
projects at the sametime as having specialists(Design Director at Rover, 22 June 1999).
Nevertheless,there was a subtle pecking order, in addition to cross-functional teams at
Honda.
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On the whole, the internal dynamics of a project-based organisation were seen as
conducive to solving problems quickly. When a serious problem emerged, project
members were summoned to solve the issue immediately. Whereas in a functional
organisation,memberswere less reluctant to immerse themselvesin problem resolution.
5.4.2.2 Organisational Culture: Commitmentto Quality ImprovementSchemes
It was widely recognisedthat Honda's culture, which was perceived by Rover members
87
Japanese
as the
culture, was different from that of Rover, which was seenas reflecting
the UK culture. "We are talking about two sets of people that have different thinking
processes.We think in a very connectedkind of way. The Japanesedo not think in a
very ... where things are like in isolated boxes" (Design Director at Rover, 22 June 1999).

Honda engineers were seen by Rover engineers as involving everyone in decisionmaking. This was regarded as a more structured way of arriving at conclusions than
holding a series of small meetings (Principal Electrical Engineer K at Rover, 2 June
1999). Honda's consensusdecision-making process88contradicted Rover's process of
arriving at `hasty' decisions. It was seen by Rover engineers as a `painful, arduous'
discussionprocess,because,at first, the benefits would not be apparent.

97Although Honda was perceived as a Japanese
company by Rover, the company is not a typical example
of a large traditional Japanesecompany. "Honda looks like a US company. We cannot keep the Japanese
culture" (JapaneseExecutive VP of Honda R&D Europe, 29 March 2000) due to the company's global
operations.Nevertheless,Honda carries the featuresof the Japaneseculture. This is especially observed in
the division of labour. The right-hand duty partition at Honda is not as strict as that at Rover. "In Western
companies, it [the right-hand duty partition] is very strict" (JapaneseProject Leader at Honda, 13 April
2000).
88It should be noted that the ringi method of arriving
at decisions does not apply to technical decisions.
One seeksapproval on project-related decisions from section and project leadersalone (JapaneseExecutive
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It would go on for some time. But when they finished, they had finished.
They would not revisit it. Whereasour style tended to be more of `let us
have a quick discussion.Yes, we have come to a conclusion, we will do
that'. Three or four days later, someonewill say `did you think of this?'
And it would be a caseof `no, we did not. We better revisit the decision'.
(ibid. )
Honda's effective implementation of project-based work (even in design, which was
by
Rover as individualistic work) was seen as yielding a product that was
considered
"perfect in all senseof quality, cost-timing and finish of the car", becauseone spent time
focusing on what the product would be like early on in the process (Chief Designer at
Rover, 14 May 1999).

A project-based work style could be more easily adopted in a context where small
batches of cars were produced. Honda could mature its product very quickly from one
batch to another as it produced in batchesof four. On the other hand, Rover produced 3040 cars in the build phase.

Honda extendedits internal teamwork to its external relations by forging close working
It
its
in
"Honda
their
relations with
suppliers.
suppliers.
would work
partnership with all
was `Japan PLC' versus the world and they were working together as a united team,
whereaswe were not" (Team LeaderJ at Rover, 27 May 1999). Honda's team orientation

of actions
alsohad an implicationon its cross-functionalcommunication.Consequences
taken in one department on the activities of other departments would be taken into

VP of Honda R&D Europe, 29 March 2000). The ringi system is applicable more to investment decisions
(e.g. Japaneseproject member on the XX, Honda Motor Co. Ltd., 3 April 2000).
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Although considerable willingness to co-operate with the Japanese was not apparent at
the outset, frequent and intense interaction over time, and Honda's engineering-oriented
its
from
In
learn
building
Rover's
to
to
partner.
cars enhanced
willingness
approach
L
Engineer
for
knowledge
Mechanical
(Principal
Honda's
there
at
was
addition,
respect
Rover, 22 June 1999). In general, Rover held Honda with high esteem at meetings, as its
I
Engineer
Electrical
far
better
(Principal
Rover
than
that
at
of
quality was regarded as
Rover, 24 May 1999), and its processes were seen as the most efficient and the quickest
in design and development (Team Leader J at Rover, 27 May 1999). The senior
management team strongly supported the adoption of Honda practices at the time of the
Rover 200/Honda Concerto project. "As the project went on, we were more and more
subtly encouraged to go the Honda way on everything. In essence, we adopted our
Engineer
day"
Electrical
(British
Principal
to
theirs
the
the
meet
at
of
specifications
end
I, 21 June 1999). Honda practices, such as the Gebba-Kai process (i. e. quality circles
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by
engineersto solve problems at the end of each build phase), close supplier
adopted
relations and formalised build phases,were implemented where there was a perceived
benefit in doing so.

The Gebba-Kai process basically representeda day set out in a project after a build
sequenceto iron out any problems related to a part not fitting on to the vehicle, or
misunderstandingsthat existed between engineering and manufacturing. Suppliers and
Honda engineers were also invited to these meetings. This practice involved Rover
members in decision-making and improved communication across sections (Electrical
Group Leader E at Rover, 7 May 1999). However, the implementation of Gebba-Kais at
Rover differed from the way they were put to practice at Honda. Although one was to
have an internal and an external Gebba-Kai that lasted for two days, as at Honda, Rover
had "changed it a little bit for the worst" (British Senior Manager in Manufacturing
Integration, 25 August 1999) with fewer number of days spent on and less number of
people attending problem resolution sessions.Hence, there was an appropriation of work
systemswhere Honda memberswere not directly involved in the implementation of the
less codifiable practices. This was seenas the influence of the people who had not been
over to Japan and seen how the process worked. "The aim is to always arrive at a
decision. I think if we followed it [the Gebba-Kai process] literally and the way some of
the Honda engineers worked, then yes, we would always arrive at a decision because
they would not leave without a decision" (Design and Development Engineer at Rover,
23 June 1999).
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One of the major lessonsthat Rover learnt from Honda was the use of suppliers as guest
engineers.
Traditionally,

the engineers would do a design, a drawing, send it to

Purchase. Purchase would send it to supplier. The supplier would think
about it, say no and send the answer back to Purchase. Purchase would
send the answer to us. It is a very long process of designing something. It
seems absolutely common sense with hindsight but the Japanese had
offices and parts of offices partitioned off for suppliers to come and join
them in the working environment.

(Team Leader J at Rover, 27 May 1999)

Having supplier engineerson site (i. e. implementing concurrent engineering) meant that
meetings could be held quickly and drawings could be produced in a single format with
instant feedback from suppliers. This practice was adopted to the extent that `guest
engineers' could be seenas equal membersof the Rover team (British Principal Systems
Engineer on Rover 800, G, 10 May 1999). Initially, there was the fear that "we cannot
have the suppliers in our office. They will find out too many secrets" (Team Leader J at
Rover, 27 May 1999). Honda helped knock those barriers down and made it much more
of an open relationship or partnershipwith the suppliers.

Rover's build phases were formalised to match Honda's evolutionary process in car
development. "Learning from Honda was that you must go through a process of evolution
and all the components that fit into the vehicle must be off-tool and off-process. One of
the requirements that Honda laid down was that the more you practised, the better the
(British
Principal Systems Engineer on Rover 800, G, 10 May 1999). However,
product"
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Honda saw Rover's adoption of the build phasesas simply an adoption of labels.

It was more important to understandthe reasonsbehind Honda engineers' actions than to
concentrate on their actions alone. In other words, Rover had to understand the
underlying philosophies of surface actions in order to successfully internalise Honda
fully
internalisation
The
Honda
practices.
of
practices was approximated and never
realised.
Emphasis on Training

The processof learning effectively at Rover was accomplishedthrough company visits,
boundary-spanning individuals, cross-functional teamwork and goodwill trust, formed
through personal relations. This was far from being a transmissive form of teaching
carried out in a condescendingmanner. Rather, Honda processeswere validated and
demonstratedto Rover engineers.

We had to have a Gebba-Kai becausethat was how they did their business.
They forced us to use it but since they have left we have still used it.
Imitation, being the sincerest form of flattery, we have continued to use
the process-they did not try to teach it to you in a condescendingmanner
though. In my experience,they did it, you asked why they did something
and they shruggedtheir shouldersand said `well, we always do it like that.
It is the Honda process.So they did blindly follow the Honda processbut
it was a good process.So they did not come over and bangedthe table and
said you must do it like that becausewe know best.
(Team Leader J at Rover, 27 May 1999)
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Knowledge within this framework was shared through "influencing, copying each other"
(Japanese Manager at Rover Liaison Office of Honda Motor Europe, 29 April
Knowledge sharing occurred in a context of team building,

1999).

which led not only to

surfacing of innovative ideas but also allowed one to learn on the job (Principal Electrical
Engineer B at Rover, 9 April 1999).

Honda's emphasis on OJT (Principal Electrical Engineer B at Rover, 9 April 1999)
createda high engineeringskills baseor specialist knowledge, which the company could
effectively tap on. This contradicted Rover's, or perceived UK's emphasis, on
certification. "We are training for the sakeof training ... for obtaining certificates that will
improve our chancesof progress in career. The Japaneseprovide training that is more
oriented towards the job" (British Senior PurchasingManager of Rover Group Projects,
16 February 1999). Wherever a Honda engineerwas seenas too specialisedto answer a
be
links,
internal
the
the
could
particular product-related question,
matter, given
strong
directed to other experts in the company (Principal Electrical Engineer C at Rover, 13
April 1999). In contrast, it was claimed that Rover had a low skills base that was
for
compensated through reliance on bureaucracy.

We have far more mediocre to good guys. Because we had higher
proportion of mediocrity, we had to put systems in place to compensate
for that, some degreeof bureaucracy,reviews, paperwork systems,to help
bring the whole thing together.
(Principal Electrical Engineer C at Rover, 13 April 1999)

Honda's methodical steps in delivering componentscontrastedwith Rover's indulgence
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in carrying out tasks in different ways acrossengineers.Each Honda engineerknew what
he was supposedto do, and how to get from point A to B. Processeshad been tested
89
hence
by
before,
there were clear reasonsas to why they abided them. However, Rover
for
fit.
look
"I
they
think
to
tend
compromise and
saw
we
engineersapplied processesas
(British
feel
have
because
have
to
we
we
money constraints"
modify as appropriateor we
Principal SystemsEngineeron Rover 800, G, 10 May 1999).

Given Honda's custom of limited documentation, it was difficult to transfer exact
do
hence
[represents]
Rover.
"Standard
to
technology,
not concentrate
we
old
standards
90
is
internally,
but
it
is
bad,
documentation.
there
In
the
transfer,
no
context of
on
Manager
(Japanese
Project
due
face-to-face
to
the
on
communication"
emphasis
problem
hand,
5
April
Honda,
2000).
On
Rover was always seen as providing and
the
other
at
in
documents.
have
For
test
to
they
to
specifications
vehicle
example,
were said
sticking
every areawith an "out-of-date content" (ibid. ).

In the case of the shop floor, there was `watering down' of diffused Honda practices
where there was poor training. For instance, the Manufacturing Integration Manager at
Rover (25 August 1999) explains that the first shift that worked in the methods-build on
the R8 was trained very well. There was time to build relationships with people.
However, in the secondand the third shifts, the impetus was lost, because"they were off
the job on Metro and on this job within a matter of days almost. They [operators] were
89Honda's previous experimentation had led to a book of standards."We have past history record like 20
years' experience in the form of checklists. We review our previous bad experience" (Japaneseproject
member on the XX, 3 April 2000).
90 Honda's practice of not documenting processesis seen as a typical feature of Japanesecompanies
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in
in
have
been.
Instead
the
they
culture as
not embedded
should
of adopting everything
the purest sense,I think it got watereddown". It was felt that the hasty implementation of
processes`diluted' the whole businessethic.
5.4.2.3

Control Mechanism: Degree of Involvement by the Japanese

Rover regardedthe R8/YY project as constituting a 50-50 collaboration, where it had as
much input into the collaboration as Honda. In other respects,it had been more a caseof
Honda leading Rover, and "actually dictating to Rover `this is what you are going to get,
91
is
do"
(Chief
1999).
Overall,
14
May
Designer
Rover,
this what you are going to
at
Honda was dominant to a large degree. It would provide the engineering design and
expertise.The working relationship also included on-site support maintenanceby Honda.
"Honda was keen on laying out its philosophy" (Logistics OperationsManager at Rover,
23 April 1999). There was constantnegotiation for acceptanceby Rover. Honda seemed
to believe that "combination of cultures doesnot work [in the developmentof a new car]"
(JapaneseProject Manager at Honda, 5 April 2000). This indicates that knowledge was
diffused
to Rover in a linear fashion free from power struggles, and social inclusion
not
and exclusion.

The exerciseof power by Honda92was influenced by differences in goals and the relative
business situations or financial circumstancesof the companies at the time. Given the
(JapaneseProject Leader at Honda, 13 April 2000).
91From Honda's perspective, the project was based
more on 70:30 collaboration with Honda taking the
leading role. "The project before the Rover 200 project was a combination. It did not work. YY used Honda
development way, whilst manufacturing used the Rover way. It was more successful" (JapaneseProject
Manager at Honda, 5 April 2000).
92It is important to note that "Honda exerted influence but did
not have authority" (British Ex-Director of
Honda Collaboration at Rover, 21 January 1999).
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(technical
the
collaboration rather than a subsidiary relationship),
of
relationship
nature
partners could not fully engagein free flow of information and knowledge sharing. They
in
Rover
Moreover,
Honda
the
as possessing
competing
same
market.
were
perceived
low engineeringskills and lacking professionalism.93

If Honda sees it [a given problem raised by the after-sale division] as
urgent, then it will assign an engineer to work on it. A counter-measure
will be taken. We addressthe problem and not the emotions like Rover
does. Rover will say it is not serious enough....They will either ignore or
give a nice speechappealingto emotions such as `we are sorry we cannot
do something'. (JapaneseManager at Rover Liaison Office of Honda
Motor Europe, 29 April 1999)

Honda could not trust Rover suggestionsin areasoutside concept design, because"they
thought they were the experts and did not feel that they should be told to try another
Mountains
You
to
to
them
that
the
of
work.
would
alternative
alternative.
needed prove
16
Group
Projects,
Rover
(British
Senior
Purchasing
Manager
of
results were needed"
February 1999). Honda's manufacturing people were not confident of Rover's ability,
Japanese
in
According
to
the
especially areasof quality and supply control management.
Project Leader at Honda (13 April 2000), Rover engineers were talented but not well
Rover
[whereas]
launch
"Honda
they
another
organised.
engineerswork on a new car as
(ibid.
).
to
engineers' responsibility extendsover manufacturing"

93 The perception of low engineering skills also includes lack of intuition or insight on Rover's part
(JapaneseProject Manager at Honda, 5 April 2000).
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Approach to Discipline

Honda memberswere perceivedby Rover membersas following instructions to the letter.
"It is a culture whereby they will respect their superiors. Once they are told that they
must not take us through the secretarea,then they will not. The Japanesealways comply
Systems
Principal
if
(British
We
the
their
orders.
will comply
orders suit us"
with
Engineer on Rover 800, G, 10 May 1999). It was perceived that in the UK context, an

employeewould try and find anotherway of carrying out a task, rather than working to a
by
it
difficult
in
This
to
an agreed
abide
a regimented manner and
process.
made
work
structure at Rover. According to a British senior manager in Manufacturing Integration

(25 August 1999), Rover lacked the mechanismof self-control, that is the ability to prove
For
introduce
double
train
to
example,
a
process.
people and
checks stabilise
a process,
this was observedin the way Rover raised Project ChangeRequests(PCRs).
Again we might not have the discipline that they adopt in terms of the
PCR changes. PCRs are supposed to be all resolved and signed off at the
judge
difficult
it
is
Sometimes
But
to
turns
event.
not everybody
up.
quite
whether you should invite all your suppliers, because some of our
do
fully
discipline
long
have
So
to
the
suppliers come a
way.
we might not
it but we still basically adopt it.

(Principal Electrical Engineer I at Rover, 24 May 1999)
The regimented working style of Honda engineers94encouraged Rover engineers to
formalisation
development
The
in
of
vehicle
phases
a
manner.
approach
methodical
94This was based on Honda's history of stable engineering base. "Most of its engineers had not flicked
from one componentto another, or from one discipline to another, so if you spoke to a switch engineer, the
guy probably had been doing switches for a good number of years. Whereas, within Rover, there was a
culture that suggestedwe want people to do what they enjoy doing. And so you had a lot of hopping about.
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development phases initiated the use of Gebba-Kais, which stayed on long after the
Rover 200/Honda Concerto project. However, they were not running as effectively
thereafter as they used to with Honda's involvement in 1985 (Principal Electrical
Engineer K at Rover, 2 June 1999). Hence, the effective implementation of a controlrelated practice, discipline, was more difficult in the absenceof Japaneseinvolvement.

Honda engineers were regarded as displaying high levels of attention to detail. This
provided them with the opportunity to explore every possibility in carrying out a task.
This was an important feature of the engineeringwork carried out by both parties. Honda
would be quick to come up with a counter-measure,and at times quicker than Rover,
during the validation stage.Its specifications were found to be simpler and more attuned
to what one actually saw in the real world (Principal Electrical Engineer I at Rover, 24
May 1999).

Honda engineers could afford to be attentive to detail and focus on the engineering
function, because they were stripped of their administrative role of paperwork and
politics. They would have project managementassistantswho would createthe drawings
for them. On the other hand, Rover engineerswere responsible for more than just the
engineering function. "We did all the paperwork, ordering systems. We did more
functions than they did. We have less time on the engineering, less time on the attention
to detail. I think that is where the Japanesebeat us" (Principal Electrical Engineer I at
Rover, 24 May 1999). Honda's tight control and focus on limiting variation within

I guessHonda always had the consistencyof people that followed a product through from start to end. They
all had good level of experience" (British Design and Development Engineer, 23 June 1999).
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Although
faults.
fault-finding.
had
be
Whereas,
Rover
to
skilled at
processes minimised
Rover had many standards-"some

more stringent than those of Honda-their

engineers,

factory workers could not keep to that standard... sometimes they lacked know-how95 to
been
have
drawings
detailed
This
testing.
the
could also
or manufacturing
correct some of
due to a lack of supplier capability. Maybe they could not instruct the supplier" (Japanese
Principal Engineer at Honda, HC, 29 March 2000). As the Japanese project member on
the XX at Honda (3 April 2000) claims:

In Japan, suppliers are very hardworking. They have to meet the expected
time and quality. Rover could not enforce that on its suppliers. If there is a
from
the
start to end.
problem, we will visit
supplier and check all process
Our people examine the process together with the supplier. We carry out a
`five-why analysis' and even suggest process improvements. Honda has
close supplier relations.

At times Rover's adaptability to new work methods was constrainedby the company's
long tradition of following a particular means of operating. This is exemplified by the
differences in design requirementsof the two companies.

[Rover] has many connections in the engine. They installed engine ECU
[Electronic Control Unit] under the bonnet. Engine harnesswas connected
directly to the engine ECU. In Japan, we clamp that wire connection in
95 The reason for the lack of know-how at Rover was presented as the recruitment process. "Some
is
in
UK
for
have
been
Rover
However,
the
top
the
working at
many years.
management system
engineers
based on qualifications without the need to become a principal engineer at first. Managers as university
graduates come to Rover and become a Chief Engineer. They do not know the actual capability of the
29
HA,
Honda,
force
Engineer
(Japanese
Principal
"
they
them
to
tasks.
at
and
carry
out
certain
engineers,
March 2000). It is felt that this results in knowledge discrepancy between the chief engineer and principal
ingrain
is
Rover.
On
hand,
Honda
to
the
the
claimed
other
seniority-based promotion system at
engineers at
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order to prevent small vibrations from negatively affecting the ECU.
Rover design did not incorporate this. When I explained why we clamp,
they [engineers based in Japan] understood. The English have lots of
experience [long tradition] of working without this clamp, so they asked
`why do we need it? It will increase cost'... At the end, we could not come
to a compromise. (Japanese Principal Engineer HA at Honda, 29 March
2000)

High levels of commitment could only be observedwhere a joint project was formed and
the British and Japaneseengineersworked together in a context of direct influence of
tacit elementsof the work that was carried out. In other words, side-by-side work in a
context of direct exposure to habits, skills and routines of the collaborator positively
influenced the diffusion of alternative work systems.
Level of Trust and Communication

between the Japanese and UK Staff

In general, Rover engineersfelt that Honda was secretive. Information that could `easily
be transferred and adopted' was seen as jealously guarded given the competitive nature
of the collaboration. Honda's secrecy was not applicable to process-relatedinformation
"becausewe [Rover] had to understandthe processin order to operate" (British Engineer
96
May
1999).
I, 21
In other words, the underlying principles of Japanesequality systems
were more difficult to diffuse than the tangible features and tools of such systems.
(Further discussion can be found in Chapter 6). With respectto design information on the
R8/YY project, Rover felt that there was a delay in delivery of such information.

Practical engineeringskills in its engineersbefore they attain managerialpositions.
6 In other words, source company's intention to diffuse
process-related knowledge, which required
interpretation or sense-making during internalisation, was stronger than that of technology-related
knowledge.
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I think they made sure that their design was done first, obviously, before
they released the information for us to do ours. We had to wait for them to
supply us with information before we could do some of our design work.
We felt that sometimes they held back a bit too long before giving us that
information,

information

like body in white panels because they were

common.

(Principal Mechanical Engineer L at Rover, 22 June 1999)
From Honda's perspective, such `secrecy' was justified for it was `natural' to be
in
in
field.
US
Japanese
R&D
Honda
the
the
the
addition to
markets
served
and
secretive
97
Europe.
that of

Honda members felt that the knowledge they diffused to Rover was not sharedwithin the
company.

We found out that know-how did not transfer to others, because Rover
[member] kept knowledge to himself, and then quit and transferred to
another company. On one occasion, we were surprised to see that a
manager received good information from Honda, but intentionally did not
inform the boss, who, in turn, made the wrong decision. Rover managers
are more like politicians than managers. (Japanese Project Manager at
Honda, 5 April 2000 and Project Leader at Honda, 13 April 2000).

At the level of Rover liaison engineerswho had been secondedto Japan and developed
relations with Honda engineers and seen their opennessin informal settings, Honda's
inform
justified
face.
Honda
as avoidance of public
secrecy was
engineers would not

97The Europeanmarket for Honda was much smaller than the US market.
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Rover engineersof their solution or idea until it was fixed. Hence, one's perception of
Honda's secrecywould dependon how far Honda would be in resolving a problem when
directed a question. A delay in responsewas possible due to the time-consuming process
of reaching consensusin decision-makingat Honda.

Rover's liaison officers or `boundary-spanning'individuals facilitated information flow
in
helped
forge
This
Japanese.
the
aided minimising the
good working relations with
and
communication problem.
During the early stages of development, 20-30 engineers were based in
Japan, at Wako R&D for six months. Afterwards, we moved to Tochigi.
We had a joint special room for them. We discussed many things face to
face. Based on the XX project, we realised that we had to have the joint
team meetings.

(JapanesePrincipal Engineer at Honda HA, 29 March 2000)

Face-to-face meetings were seen as an important mechanism for sharing ideas. They
Honda
Rover
to
engineers.
with
engineers
an
closely
provided
with
opportunity
work
"To see your name on a piece of paper then to actually meet them, you find a step
improvement in terms of helpfulness and communication" (Principal Electrical Engineer
F at Rover, 21 June 1999).

Similarly, Honda engineerswere stationed in Rover's plant. "The Japanesewould come
for two weeks, then leave for six weeks, then come back for another four to six weeks
Rover
Manager
[from
1986
(Senior
1989]"
Purchasing
three
to
of
of
a
period
years
over
Group Projects, 16 February 1999). There was a greater understanding of Honda's
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`cultural way of working' as Rover moved towards a stronger relationship with Honda
with the use of liaison members.

Trust was developed over the course of the collaboration,98 and Honda was freer with
information as confidence was built at a personal level. Social relations helped develop
goodwill trust and lower the communication barrier. The language of senior managers
difficult
differences
in
with
work philosophies and `strategic talk', as well as
was made
in
`English
differences.
had
difficulty
Honda
the
For
reading
example,
managers
cultural
in
know
I
"Now,
I
Japanese
their
mind
am working with a
company on a project.
mind'.
detail. Sometimes they say they agree, but that is not really the case. They say they
(Japanese
British"
but
do
I
We
the
their
that
with
can read
mind.
could not
understand
Executive VP of Honda R&D Europe, 29 March 2000). In contrast, communication was
less of a problem where there was a technical issue related to a product common to both
"In
1999).
G,
10
May
(British
800,
Systems
Principal
Engineer
Rover
companies
on
terms of technical, you can explain and people can understand a lot quicker than when
is
If
the
You
the
trying
to
product
explain socially.
are more product-focused.
you are
F
it
is
Engineer
(Principal
Electrical
to
the
at
slightly
get
same,
easier
point across"
Rover, 21 June 1999). This points to the relative ease with which explicit technical
knowledge, as opposed to more tacit philosophies, could be diffused to the UK context.
With the Japanese, the less informal the situation, the easier it was to communicate and
get agreement (Principal Mechanical Engineer L at Rover, 22 June 1999).
98According to the British Principal SystemsEngineer on Rover 800, G, (10 May 1999), "I think they were
right in not trusting us, to be honest.If you think back and look at their product at the time and our product,
they were not the same level of standard.Their quality, supplier control, whole approach to development
build phaseswere well in advanceof ours, and it is probably not until the early 90s that we really caught up
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Rover's high dependenceon Honda led Rover engineersto perceive low willingness on
the part of the Japanesepartner to learn from its British collaborator. This was not felt at
the senior managementlevel. For example, "we got into electronic diagnostics before
Honda. We interrogatedtheir equipment,brought it back to our understanding.They later
copied us. The equipment was partly used for immobilisation of the car [against car
theft], hencethey saw it as advantageousto copy it" (British GM of Honda Collaboration,
15 April 1999). The most important learning opportunity for Honda seemedto be British
learnt
from
(Principal
Honda
Electrical
Engineer
H
12
1999).
Rover,
May
also
styling
at
Rover's experience in manufacturing large cars99and negotiations held with European
'00
suppliers. However, in terms of generaldevelopmentin production, Honda had nothing
to learn from Rover (British Purchasing Divisional

Manager at Honda UK

Manufacturing, 22 September1999).

5.4.2.4

Technology Diffusion

In general, Honda was technologically more advanced than Rover. "We developed
Its
its
In
Rover,
types
much.
as
of cars.
various
case of
products were not exported
flexibility was low. Honda's facility was much better" (JapaneseExecutive VP of Honda
R&D Europe, 29 March 2000). Honda was seenby Rover as an "interesting mixture of
amazing craftsmanship and very high technology at the same time" (British Design

with them. Of course,by then, they had moved on no doubt".

99 Honda dealers were claimed to have experience in
"Honda
Civic.
the
as
cars,
such
selling only small
fast
large
It
by
developing
R8/YY.
V6
in
the
to
the
the
a
the
was
car
sector
entered
engine
project prior
entry thanks to Rover" (Japanese project member on the XX, 3 April 2000).

100"The relationship between a manufacturer and a supplier in the UK, and maybe in Europe, is different
from that in Japan.The Japanesesupplier is very obedient to the car manufacturer. The European supplier
is very confident of its capability and is not reluctant to refuse car manufacturer's requirement. We had to
prepare carefully [for meetings with the Europeansuppliers]" (JapaneseProject Leader at Honda, 13 April
2000).
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Director, 22 June 1999).

Rover was using two-dimensional (2D) drawings at the time of the R8/YY project, whilst
Honda was working with CATIA (a CAD software) for modelling. It was claimed that

the difference in the software used did not affect the work that was carried out in the
electrical department of Rover, "because in terms of design specifications, we always
dealt with paper copiers" (Principal Electrical Engineer F at Rover, 21 June 1999, see
Appendix IX for Honda Motor Corporation's communicationnetwork).

The white scan board was commonly cited as an extremely effective tool in arriving at
consensus-baseddecisions. At R8/YY meetings with Honda engineers,notes would be
taken in Japaneseand English on an electronic copy board, and hand-written copies
be
distributed spontaneouslyto all the participants. The benefit of writing the
would
issues on the board was that "anybody can say `no, you have written that down wrong.
You have to change it... (Principal Electrical Engineer H at Rover, 12 May 1999). All

participants were made aware of the issues discussedand agreedupon at the meetings.
The sharing of tacit knowledge required the close involvement and co-operation of the
knowing subject.

You knew exactly what was put on there, and whom it was actioned
against. I think before that we were in the samemeeting, everybody took
notes in the way it suited them. Everybody saw things differently. With
notes on whiteboards, you knew then who was actioned to do what and
when they were supposedto do it. We would all have pens in our hands
and we would be sketching away... Our communication was through
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sentencesand paragraphs,and theirs was pictorial.
(Electrical Group Leader at Rover, 7 May 1999)
These boards were also used for documentation purposes or as a way of formalising
for
Honda
It
IT
`people
transfer',
agreements. was questionablewhether
could replace
strongly emphasisedteamwork, personalrelations and trust.

If we asked a technical question such as `is it possible that you could do
this?' And the answerwould come back `very difficult, no' and that meant
it was absolutely impossible...And making friends with them enabled
contact and communication. And once you had communication you could
then discussthings much better.
(Team Leader J at Rover, 27 May 1999)

Matters subject to negotiation required personal visits. "Emphasis on social processesis
more important. Technology is there to transfer data but this is not knowledge. It is only
a subset" (Chief Advanced Power Train Engineer, 2 April 2000).

There was also investment in Rover's assembly lines. For example, Honda tried to
modify the welding line at Longbridge during the R8/YY project. They were not able to
change it, as Rover's production line was very long. "Rover asked EG [Honda
Engineering] to build the whole production line. Hence, Honda exported and installed
unique equipment to build the R8/YY. Rover saw and reviewed the reconstruction plan"
(Japaneseproject member on the XX at Honda Motor Co. Ltd., 4 April 2000). As the
Rover 200/Honda Concerto project involved a high level of common componentry and
be
invest
benefit
Rover's
Longbridge
it
Honda's
to
to
to
manufactured
at
was
plant, was
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in the UK manufacturing plant.

The diffusion of technology complementedthe availability of a skilful blend of people
internalisation
high
diffusion
the
tacit
of
and
explicit
processes,
and
supporting relatively
of work systemsby Rover engineers.
5.4.3

Group Characteristic: Attitude of Teams towards Continuous Improvement
Schemes

The level of commitment to continuous improvement schemesdiffered between shopfloor operatorsand engineerswho servedliaison roles. There was resistanceon the shop
floor for fear of `Japanising' or being asked to do more than what one was responsible
for. '°' Operators felt insulted to be asked to work in a `non-traditional' manner to
improve processes.They would resist by saying "I have been working on this for 10
years. I have always done it that way" (Project Engineer on Central Components at
Rover, 21 July 1999).

There were some who would be awkward. They wanted to start at the
back of the line, work very quickly down the line to take a break for a
smoke etceterasearly. Because they were working far ahead of others,
they would block other operators' work. Since then a lot has improved.
(ibid. )

It was felt that new recruits could internalise new processesin manufacturing more easily
than older workers.
101This also applied to some of the engineers. "Their [Honda's] demarcations were greyer and the
did.
So
be
flexible
in
did
than
those
terms
though
they
we
would
more
engineers
even
more engineering
there was a bit of fear on our side that `having Japaneseworkwear', even at a director level, you could be
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Obviously they did not come from a BMC Austin work ethic where you
got major

cultural

differences

regarding

the relationships

between

management and workers and so forth... In the Edwards' days we were
very contentious. There was the `them and us' situation rather than the
team working approach which is very strong in Honda. (Senior Manager
in Manufacturing Integration at Rover, 25 August 1999)

It took many years to obliterate strikes and shift management-operatorrelations from "`I
am the boss. I am right. This is the way it will be done' to `I am the leader of the group.
Everybody has a say, but I will still be able to make a decision at the end"' (ibid. ).

In spite of resistance,there was a positive shift in shop floor culture and an improvement
in processes.Uniforms were introduced to reduce the segregationbetween engineersand
operators. People became comparatively more disciplined and committed to teamwork.
According to the JapaneseRover Liaison Office Manager at Honda Motor Europe (29
April 1999), Rover learnt to become more agile and flexible, and adopted crossfunctional communication style during the R8/YY development.

In contrast to shop-floor workers, Rover engineers, who were assigned liaison roles to
aid in information flow between Rover and Honda, responded more positively to Honda
joint
The
for
Rover
Japan
to
and
secondment of
practices.
engineers
six-12 months,
in
in
had
UK
Japan
the
team
to
the
play
meetings either
engineering
a significant role
or
internalisation
applicable

of Honda's continuous improvement techniques and philosophies

to engineering.

It

helped overcome

cultural

barriers

and minimised

askedto do more menial tasks" (Principal Electrical Engineer I at Rover, 24 May 1999).
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Development Engineer at Rover, 23 June 1999). Rover engineersquickly discovered that
they could not start businessimmediately upon their visit to Honda in Japan."The thing
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Although Honda displayed low formal trust, due in part to the perceived low engineering
skills and quality processesat Rover, it was freer with information as confidence was
built at a personallevel.

As you got to know more and more of their engineers, and they got to
know us, we would be designing things in the pub afterwards with Honda
engineers.We would draw a design on beer mat, pass it over to a Honda
engineer. He would improve it and give it back to me. That would spark
another idea in him and then we shake on that. And then the next day, he
would draw it up. We used to do a lot of our work like that.
(Principal Mechanical Engineer L at Rover, 22 June 1999)
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Trust between Rover and Honda members could be built in two ways: socially, which
involved the elementof friendship (i. e. goodwill trust), and technically by demonstrating
competence(i. e. competencetrust) (Electrical Group Leader at Rover, 7 May 1999). The
former form of trust could be built in an informal atmospherewhere engineers could
bring to surface what they knew but took for granted, whilst the latter could be built
through involvement in decision-making.This is illustrated by the following anecdote.

That idea they [Honda] showed me, how to put things on composite
drawings. I saw their drawing. They were free with that drawing. In fact,
they trusted me so much they would leave that drawing to me to modify.
The more you knew them, you either got on with them socially, or you
could get on with them technically.
(Electrical Group Leader at Rover, 7 May 199)

However, Rover liaison engineers had difficulty in eliciting concern over the R8/YY
project among engineersbased in the UK. As UK-resident engineers had not had the
experience of working `side-by-side' with the Japanese,they could not relate to the
concernsof those basedin Japan.

They obviously had other projects to work on. So I was saying no forget
about the other projects and give me the answer in the R8 project now,
please.I would plead with them, and bribe them and use different carrots
and sticks.... what you did find that as soon as an engineer had been to
Japanand then back, it did not matter what project they were working on.
Suppose 50 per cent of their work was on the R8 and 50 per cent on
another project. Still if you went to them and said `oh, we need to know
the latest info on such and such for those in Japan', they would then do it.
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That commitment was there once they had been immersed in it. They were

committed for life really.

(Team Leader J at Rover, 27 May 1999)

Although, on the whole, it was felt that there was a uni-directional diffusion of knowhow from Honda to Rover, the sharing of knowledge among engineers in a social
102
network was strong.
5.4.4 Overview

Table 5.5 provides an overview of the key characteristics that have an effect on the
diffusion of Japanesework systemsto an engineering project within the Rover-Honda
collaboration. Initiatives taken by local and Japanese management to introduce
alternative work systemsat Rover are much stronger than those taken at Teniki UK. This
is presented as `high degree of implementation' in Table 5.5. The degree to which
alternative work systems are infused with value and acceptedby workers at Rover is
higher than that at Teniki UK. However, there is room for improvement as is describedin
sections 5.4.2.2 and 5.4.2.3. Hence, this is presented as `medium degree of
internalisation' in Table 5.5. The local institutional context includes medium skills base
in engineering, location in a deeply rooted manufacturing base, high inward investment
and a high level of industrial dispute. The technical collaboration commenced in 1978
and the Rover 200/Honda Concerto (R8/YY) project was launched in 1985. Rover had
reached a size of 37,675 employees by this year. It had a low level of financial
dependenceon Honda due to the nature of the relationship with the Japanesepartner. The
technical collaboration was aimed at joint design and engineering of automobiles. The
102Unlike the senior managersat Rover, the engineers
is
it
I
discussion.
in
"fairly
mean
engaged a
open
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establishmentof a liaison office in 1985 facilitated the imparting of Honda practices to
Rover engineers. Rover experienced a shift to a project-based structure in 1985 with the

initiation of the R8/YY project. The commitment to quality improvement schemesin car
development was low until 1985. With the initiation of the R8/YY project, there was a
step improvement in the level of commitment to such schemes.The dedication was even
higher on subsequentprojects, particularly upon the launch of the Rover 200 model in
1989. The approach to discipline was strong between 1985 and 1989, in which Rover
engineers were seconded to Japan up to a period of one year. The 1985-1989 period also

high
levels
marked
of investment in quality and car development skills training.
Engineers' learning process took place mainly through company visits and joint
engineering team meetings. There was high and direct level of involvement by the
Japanese partner in design responsibility. This was accompanied by a high
communication barrier and low level of trust between the Japaneseand UK staff until
1985. As personal relations were built over the course of the R8/YY project, the
communication barrier was lowered and trust was enhanced.Rover, in comparison to its
highly advanced partner company, was dominated by a medium level of technology
diffusion, especially in factory lines.

between engineerswhen you get down to it. The physics is the samefor both of us. We do not get involved
in politics" (Principal Electrical Engineer C at Rover, 13 April 1999).
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Table 5.5

Key Characteristics that have an Impact on the Implementation
and
Internalisation
Systems at the Rover-Honda
of Japanese Work
Collaboration

Key characteristics
Local
Institutional
Level

Company
characteristics

Location:

Rover-Honda
R8/YY project
Traditional home of Britain's
base
car manufacturing
Medium in engineeringskills

Site

Skills base
Inward investment
Level of industrial
Size

Large
(37,675 employeesat the start
of the R8/YY project in 1985,
in
1999
and of similar
-39,000
size in terms of saleswith
Honda in 1978)

11 years
Age
(year of collaboration to the end (1978-1989)
of the project)
Nature of work
Automobile design,
engineering,and manufacture
Form of ownership
Technical collaboration,
20% mutual shareholding
in
1990
arrangement
Number of Japaneseexpatriates Regular visits by Honda
between
in
6 and 8
UK
their
the
and
roles
engineers
liaison
(1986-1989),
weeks
in
1985103
established
office
Advisory role
Skills level of engineers/
Medium [as comparedwith
Symmetry of expertisewith that that of Honda]
of the Japanesefirm
Financial dependenceon
Low104
partner firm

Organisational
Level

Nature of diffused practices
Organisational
-

Shift to team structure in 1985

structure

103There is no reliable data on the size of this office.
104Rover was funded by the UK Government, and later by British Aerospace, hence there was a low
dependenceon Honda from a financial perspective.However, there was a high dependenceon the Japanese
partner from a technology and product developmentpoint of view.
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Organisational
culture:
-

Commitment to continuous

improvement schemes
* Emphasis on training

Group Level

Outcome

High in quality skills and car
development system

Control-related:
Degree
of
involvement by the Japanese
* Approach to discipline

High, Direct
Strong till 1989/Mediocre
thereafter

* Trust betweenthe Japanese
and UK staff

Low till 1985/Medium till
1990/High

* Communication barrier

High till 1985/Medium
thereafter

Technological:
Technology
Medium
diffusion
Attitude of teamstowards the
Low till 1985/Medium till
1989/High thereafter
work systemsof the source
firm: level of commitment
Degree of
implementation
High
internalisation
Medium
of Japanesework systemsat the
UK adopterfirm

Source: Seetext
5.5 Summary

The results of the case study show that the degree to which Japanesework systems are
acceptedat Teniki UK is influenced by the following characteristics:its
i)

location on a brownfield site in a centre for tourism,

ii)

employment of a low skilled workforce,

iii)

low level of commitment to continuous improvement schemesdue to the low
level of investment in training,

iv)

weak approachto discipline and

v)

indirect Japaneseinvolvement in shop-floor activities.
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There is also a high communicationbarrier, low trust betweenthe Japaneseand UK staff
low
diffusion
from the Japaneseparent to the UK subsidiary. Overall,
technology
and
there is an indirect involvement of actors aiming to diffuse practices with limited
resources.

The casestudy at NisseraUK revealsthat the following characteristics:
i)

location on a greenfield site in a centre for manufacturing,

ii)

employment of a skilful workforce,

iii)

direct and high emphasison training,

iv)

long-term financing with greaternumber of years spent in operation (than Teniki
UK) and

v)

a strong approachto discipline,

are conducive to the acceptanceof Japaneseknowledge-driven work systems. There is
also a greater willingness to diffuse technology where there is perceived competence,
develop
to
ability
a knowledge base and successfulperformance on the part of the UK
both
is
direct
involvement
There
in
diffusion
the
subsidiary.
a
of systemswhere
of actors
tacit and explicit practices are emphasised,and sufficient resources are available to

diffusethem.

The case study findings in the Rover-Honda collaboration site show that the degree of
learning is highest where there is
i)

direct Japaneseinvolvement in activities,

ii)

formation of goodwill trust within a context of personalrelations,
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iii)

company visits and secondmentof liaison officers to Japan,

iv)

similarity in goals at strategic and engineeringlevels,

v)

emphasis on the diffusion of both tacit and explicit components of continuous
improvement schemes (such as a project-based company structure and
commitment to quality) and

vi)

an openness in communication.

Although there were institutional incompatibilities, especially limited discipline on
Rover's part, and the exerciseof power and low formal trust on the part of the Japanese
partner, Rover members to a large degree accepted Honda's manufacturing system,
certain engineeringprocessesand managerialphilosophies.

Japaneseexpatriatesin the two subsidiary firms and UK and Japaneseengineersin the
technical collaboration site served as `boundary-spanning' individuals. In other words,
they were influential actorsin the diffusion of the sourcecompanies' work systemsto the
UK adopter firms. The internal and external linkages of the boundary-spanning
individuals were stronger in the case of the technical collaboration site.105A subsidiary
relationship was not necessarily more conducive to stronger knowledge sharing and
higher trust formation (even though one might expect less secrecyand more willingness
to share information in a subsidiary relationship) than a technical collaboration.
Negandhi and Welge (1984) demonstratethat Japaneseexpatriate managersplay a key
in
facilitating
role
control, co-ordination, communication and management, and

105Engineers were able to "gather information from
external areasand disseminatethat information to their
colleagues" (Tushmanand Scanlan, 1981:303).
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production technology diffusion from the parent company to the overseas operation.
However, this is not necessarilythe caseat Teniki UK.

In sum, the descriptionsmade on the basis of the casestudies at Teniki UK, Nissera UK,
and the Rover-Honda collaboration reveal considerable differences in the degree to
which Japaneseknowledge-driven work systemsare put to practice by managementand
acceptedby employees in the UK automotive manufacture industry. In the following
chapter, the degree to which work systems are put to practice (i. e. implemented) and
accepted(i. e. internalised) will be compared and contrasted across the three cases and
linked to the influence of nationally distinct social systems.
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CHAPTER 6
COMPARISON
STUDIES

AND

DISCUSSION

OF THE

RESULTS

FROM

THE

CASE

This chapter comprises a comparisonof the findings from the case studies on the degree
of internalisation of knowledge-driven work systems diffused from Japan to the UK in
the automotive manufacture industry. The contrasts and similarities identified are
evaluated against the background of nationally distinct social settings. The resulting
insights into the processof internalisation of work systemsare related to the propositions
formulated in Chapter 3. This yields empirically supported insights into the collective
influence of a range of key institutional characteristicsrelating to the degree to which
structural, cultural, control-related and technological practices are implemented and
internalised.

6.1 Comparison of the Degree of Implementation and Internalisation of
Japanese Work Systems in the UK Automotive Manufacture Industry

In the following section, the degree of implementation and internalisation of Japanese
knowledge-driven work systems across three sites in the UK automotive manufacture
industry is compared and contrasted at the local institutional, organisational and group
levels. The key local institutional characteristics are analysed first, followed by a
comparison of the findings at the organisational and group levels. Finally, institutional
limits to the diffusion of work systemsare addressed.

244

6.1.1 Comparison of Local Institutional

Characteristics

The degree of implementation and internalisation of Japaneseknowledge-driven work
location
differs
investigated
basis
the
the
three
the
area
across
companies
of
systems
on
in
base
the
the
the
the
workforce
site
of
companies,
as
well
as
of
and
associatedskills
given regions. The location of Teniki UK on a brownfield site in a centre for tourism and
the associated low skills base in manufacturing contrast sharply with Nissera UK's
location on a greenfield site in a centre for manufacturing with high skills base in
Roverlocal
institutional
UK's
Teniki
the
with
manufacturing.
setting also contrasts
Honda collaboration's local institutional context. For example, Rover has a medium
in
low
base.
is
in
6.1,
This
Table
than
which results of the
a
skills
contrast shown
rather
document analysis on employment trends and levels of inward investment are presented.

Key Local Institutional
Characteristics that have an Impact on the
Implementation
and Internalisation
of Japanese Work Systems at
Teniki UK, Nissera UK and the Rover-Honda Collaboration

Table 6.1

The Local

Teniki UK

Institutional

Nissera UK

R8/YY project

Level

Location: Site

Area
Skills base

Rover-Honda

Brownfield
(pre-existing
culture)
Centre for tourism
Low in
manufacturing

Greenfield

Centre for
manufacturing
High in
manufacturing

Inward investment
Low
High
* This is the perceived level in comparison to that of Honda.
Source: Tables 5.2,5.4 and 5.5 in Chapter 5

Traditional home of
Britain's car
manufacturing base
(pre-existing
culture)
Medium in
engineering*
High

Whitley (1999b:51) argues that the extent to which collective representationsare based
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on certified

expertise rather than on industries

or

enterprises "has

significant

for
internal
labour",
division
the
as
of
organisation
consequences
of work process and
demonstrated by demarcation disputes and professional specialisation in Britain.
However, unlike the findings publicised in the Japanisation literature (e.g. Oliver and
Wilkinson, 1992), the level of industrial dispute is not found to have a significant impact
on the degree of internalisation of Japanesework systems in the current study. A low
level of industrial dispute in the region in which Teniki UK is located does not
facilitate
implementation
internalisation
Similarly,
the
systems.
and
work
necessarily
of
high levels of industrial dispute in the regions in which Nissera UK and Rover are located
do not impede the internalisation of Japaneseknowledge-driven work systems. On the
contrary, the Teniki UK workforce displays resistance to alternative methods of work
despite the low level of trade union strengthin the area.This is due to the dominant effect
internalisation.
level
its
influence
the
of
a
pre-existing
culture
negative
of
and
on

Inward investment, that is the government initiative for investment, is found to have an
impact on the implementation and internalisation of alternative work systems. Inward
investment is low in the centre for tourism in which Teniki UK is located, whilst it is high
in Nissera UK and the Rover-Honda collaboration sites. Low inward investment seemsto

is
less
influence
intemalisation
There
Japanese
the
attempt
systems.
negatively
of
work
by the UK government"to raise skill levels, encouragethe adoption of quality
managementstandardsand even to strengthentrade associations"(Deakin et al.,
2000:60). Accordingto Lane (1996:275), Britain's limited role in industry has negative
implications for aligning the social infrastructurewith the needs of the industry,
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"particularly in the fields of financial risk-sharing, research,education,and training". The
social isolation of enterprises (given the dispersion of individualism and aversion to
dependency) has had consequencesfor investment and innovation behaviour. For
example, small and medium-sized supplier firms tend to lack the social system that can
provide expertise and skill. This can mean inadequateaccessto long-term finance due to
the lack of government sharing and relations regulating competition and co-operation
(ibid. ).

In line with Sharpe's(1998b) argument,this study showsthat the absenceof a preexisting culture on the greenfieldsite of NisseraUK facilitatesthe intemalisationof
highly institutionalised Japanesepractices as the new workforce has fewer
preconceptionsaboutthe manufacturingprocess.A new set of work procedurescan be
introducedwith lessresistance.
NisseraUK canalsoemploya skilful workforcedueto its
location in a centre for manufacturing. By contrast, in a brownfield site like Teniki UK
organisational inertia leads to practices that more closely resemblelocal practices. There
is a pull for `local isomorphism' at the brownfield site of Teniki UK (Ferner and

Quintanilla, 1998). In other words, there are nonnative constraintson alternative
for the Teniki UK workforceto consider.To someextent,sucha
structuresandprocesses
limitation alsoappliesto the Rover-Hondatechnicalcollaborationsite asit is locatedin a
traditional manufacturingbase. Strong lines of demarcationat Rover have led to a
defenceof job territory and challengedthe drive towards increasedflexibility in the
(c.
f
Sharpe, 1997). However, the engineers, on which this study
area
manufacturing
focused, showed less resistance to the implementation and internalisation of Japanese
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knowledge-driven work systems due to the difference in the nature of their work, the
skills base and learning from previous collaborative work with the Japanesepartner,
Honda.

Theoretically, high manufacturing skills in a given region can be expected to present a
challenge to the implementation and internalisation of Japanesework systems, if this
skills baseis taken to reflect pre-existing routines. In practice, the casestudies at Nissera
UK and the Rover-Honda collaboration indicate that medium to high skills level in
manufacturing/engineeringis essentialin directing resourcestowards the internalisation
of Japaneseknowledge-driven work systems. This would imply fewer resourcesinvested
in raising basic skills at the adoptercompanies.

In this study,it emergedthat the degreeof implementationandinternalisationof Japanese
knowledge-drivenwork systemstends to be high where there is a favourablelocal
institutional context, characterisedby a high inward investmentand location on a
greenfieldsite.This is exemplifiedby NisseraUK. As far asthe casesareconcerned,the
absenceof a pre-existing culture is more conducive to the implementation and
internalisationof Japanese
work systemsthan a non-unionisedlabour market. In other
words,the impactof the locationsite on the intemalisationof alternativework systemsis
stronger than the level of industrial dispute in a given region. In contrast to what is
depicted in the literature (e.g. Elger and Smith, 1994), a large supply of unskilled workers
and location in a centre for tourism (as exemplified by Teniki UK), where labour can be
expected to be relatively free of preconceived ideas in manufacturing, do not appear to
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facilitate the implementation and intemalisation of Japanesework systems.Where there
is a low inward investment and location on a brownfield site, as is the casewith Teniki
UK, the degree of implementation and internalisation of Japaneseknowledge-driven
work systemstends to be low. However, a high level of industrial dispute, location in a
centre for manufacturing and a large supply of skilled workforce (as was claimed in
Table 3.3 in Chapter 3) are not necessarily obstacles to the implementation and
internalisation of diffused work systems,as is illustrated by the Rover-Honda case.

A closercomparativeanalysisof the characteristics
that havean impacton the diffusion
below.
knowledge-driven
Japanese
This
is
in
the
sections
of
work systems provided
analysis provides more detail on the contrastsbetween Teniki UK, Nissera UK and the
Rover-Honda collaboration along the following characteristics: company age, size, and
terms of financing; organisational characteristicssuch as the nature of diffused practices;
group characteristic of team attitudes to alternative work systemsand the extent of social
networking.

6.1.2 Comparison of Organisational and Group Characteristics

knowledge-drivenwork systemsareadoptedat Teniki UK,
The extentto which Japanese
Nissera UK and Rover shows some similarities but, more strikingly, presents contrasts.
Table 6.2 indicates that the degee of implementation and internalisation of Japanese
work systems is the lowest at Teniki UK, despite the diffusion of similar processesto
eachlocal setting.
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The organisational arrangements at Teniki UK seem more persistent, hence more
resistant to change, than those at Nissera UK and the Rover-Honda collaboration. The

threefirms are createdat differenttimesunderdistinctiveconditionsand,hence,exhibit
variation in the way in which Japanesework systemsare transplanted(Powell, 1991).
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Table 6.2 Key Organisational and Group Characteristics that have an Impact on
the Implementation and Internalisation of Japanese Work Systems at
Teniki UK, Nissera UK and the Rover-Honda Collaboration
Outcome

Company
characteristics

Degreeof
implementation
internalisation
of Japanesework
systemsat the UK
adopter firms
Size(in 1999)

Low
Low
(TenikiUK)

High
Medium
(Nissera.
UK)

Medium
Medium
(170employees) (300employees)

Age
(yearof acquisition/
to data
establishment
collection/completion
of theproject)
Natureof work

3 years
(1996-1999)

II years
(1988-1999)

Assemblyof
carboncanister
(37%),
Air Intake
Systems(35%)

Formof ownership

Assemblyof
instrumentclusters
for automobiles
(830/o),
motorcycles
(13 0/6),
construction
machines(40/6)(in
1999)
Subsidiary
relationship,
Parentcompanyis
not ownedby a car
manufacturer

Subsidiary
relationship,
57%of Teniki
sharesheldby
Japanese
car
!nanufacturer
4 (MD is British) 12(includingMD)
Advisoryrole
Mainly director
role

Numberof Japanese
expatriatesandtheir
rolesin theUK
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High
Medium (RoverHondaR8/YY
Project)
Large
(37,675
employeesat the
startof theR8/YY
projectin 1985,
-39,000 in 1999
andof similar size
in termsof sales
with Hondain
1978)
II years
(1978-1989)

Automobile
design,
engineering,and
manufacture

Technical
collaboration,
20%mutual
shareholding
in
arrangement
1990
Regularvisits by
Hondaengineers
between6 and8
weeks(19861989),liaison
office established
in 1985
Advisoryrole

Organisational
Level

Group
Level

Skills level of the
workforce/
Symmetry of expertise
with the Japanesefirm
Financial dependence
on parent/partnerfirm
Nature of diffused
practices
Organisational
structure
Organisational
culture: Commitment to
continuous
improvement schemes
Emphasison training

Low

Medium

Medium [as
comparedwith
that of Honda]

Medium

Low-Medium

Low

Shift to team
structure in 1999

Shift to team
structure in 1997

Shift to team
structure in 1985

Low

High (till
1997)/Medium
thereafter

High in quality
skills and car
development
system

Control-related:
Degreeof involvement
by the Japanese
* Approach to
discipline

High, Indirect

High, Direct

High, Direct

Weak

Strong(till
1997)/Mediocre
thereafter

Strong till
1989/Mediocre
thereafter

Trust betweenthe
Japaneseand UK staff

Low

Low-Medium

Low till
1985/Medium.till
1990/High

Communication
barrier

High

High

Technological:
Technology diffusion
Attitude of teams
towards the work
systemsof the source
firm: level of
commitment
Extent of social
networking_

Low

Low

High till
1985/Medium.
thereafter
Medium

Low

Medium

I Low

I Medium

Low till
1985/Medium.till
1989/High
thereafter
I High

Source:Tables 5.2,5.4 and 5.5 and text in Chapter 5.106

The impactthat the differencesin organisationalandgroupsettingscanhaveon effective
diffusion of work systemsis detailed below.

106'The extent of social networking' and the
sub-themesunder the 'nature of diffused work systems'
becameapparentduring the analysis of the data.
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6.1.2.1 CompanyCharacteristics

The influential company characteristics (summarised in Table 6.2 and discussed in
Chapter 5) are firm's size and age, nature of work, form of ownership, number of
Japaneseexpatriates and their roles in the UK, skills level of the workforce and the
financial dependenceon the parent/partner firm. In section 6.1.2.2, the impact of the
nature of work, the number of Japaneseexpatriatesand their roles in the UK, as well as
the skills level of the workforce, on the internalisation of work systemsis discussedunder
organisational characteristics.This section presentsthe impact of company size, age and
the form of ownership together with the financial dependenceon the source company
(labelled here as the terms of financing).

Company size

In line with the argumentssupplied in the literature (e.g. Lincoln and Kalleberg, 1990),
large organisationscan offer greaterfinancial stability and resourcesfor the attaimnent of

high levels of implementationand internalisationof Japanese
work systemsthan small
organisations.Low volumesand variety inhibit the diffusion of technology(Production
Managerat Nissera,13 April 2000).For example,the Rover-Hondacollaboration'slarge
in production,in comparisonto that of Teniki
size andthe associatedeconomies-of-scale
UK, allow moreresourcesto be allocatedto the training of employeesnecessaryfor the
internalisationof alternativework practices.In the initial yearsof its collaborationwith
Honda,Roverperceiveditself as a small companyin a hugemarketthat was financially
too weak to developcars on its own. In the courseof a seriesof joint projects with
Honda, Rover's financial situation improved. Rover launched a structural and cultural
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changeprogrammein 1985with the commencementof the R8/YY project, which marked
for
turning
the companyin financial terms.
a
point

Teniki UK's medium size (170 employees) and the associatedhigh costs in production
are putting pressure on the business and inhibiting the release of operators to training.
Limited financial resources are also discouraging the company from cascading
information on continuous improvement to operators.Hence, the degreeof internalisation
of work systemsis low in this company.

Although Nissera.UK, with 300 employees,is similar in size to Teniki UK, it displays a

higherlevel of implementationandinternalisationof work systems.This is found in part
to be relatedto the age and availability of resourcesfor hands-onmanagementin the
company.
Company age

The casestudiesshowthat the longerthe affiliate firm is in operation,the more familiar
become
influence
The
the
of the time
employees
with
alternativework systems. positive
factor is especiallyobservedat NisseraUK and the Rover-Hondacollaboration. The
passageof time (I I years at Nissera,UK and Rover-Honda collaboration sites from the
year of foundation to the year in which data were collected or the project was completed)
and the experience of a previous working relationship have encouraged emphasis on

worker training and education,and learning. For example,the secondmentof Rover
forging
for
Japan
12
joint
to
to
team
of
six
engineers
months,
meetings and
engineering
social relations based on trust facilitated the implementation and internalisation of
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Honda's continuous improvement techniques and philosophies at Rover. In contrast,
Teniki UK having been acquired by the Japanesecompany in 1996, finds it difficult to
replicate team spirit. The length of time that the team-basedorganisational structure has
been in place is too brief. Time is neededto increase the skills level of the workforce.
The company is currently investing its efforts into raising operators' NVQ levels, prior to
achieving sustainablecontinuous improvement within the plant.
Terms of financing
The recent acquisition of Teniki UK by a JapaneseMNC indicates that Teniki UK's
financial dependenceon its parent company is greater than that of Nissera UK on its
parent or, indeed, that of Rover on its partner company. However, this does not lead to
'coercive isomorphism' (Westney, 1993) or an imposition of work systemsby Teniki on
its UK subsidiary. On the contrary, the transfer of expertise and financial resourcesfrom
the Japaneseparent is limited. In contrast to what is commonly cited in the literature (e.g.
Sako and Sato, 1997; lida, 1998 in Kubo and Saka, 2002; Morgan et aL, 2000a), Teniki
UK receives short-term financing from the Japaneseparent company. This is due to a 57

per cent shareholding arrangementbetween Teniki and a major Japanesecar
manufacturer.The implementationof Japanesework systemsis inhibited through
considerablefinancialpressureon Teniki UK in termsof demandsfor rapid profitability.
The long-term view of the Japaneseto developmentis more commonly observedat
NisseraUK andthe Rover-Hondacollaboration.For example,NisseraUK doesnot bear
the pressurefor rapid profitability. A profit is not expectedfor the first three yearsof
operation.It is observedthat Nissera,at least till 1997, committeditself to a broad
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ranging and long-lasting effort to create dedicated organisational capabilities at Nissera
UK. At the Rover-Honda collaboration, the form of ownership being a technical
partnership, the degreeof financial dependencefound in subsidiary relationships was not
applicable. However, Rover was dependenton Honda in reducing the cost of developing
and maintaining a complete product range that could boost its sales.The establishing of
goodwill and competencetrust, as well as the similarity in strategic and technical goals,
led to a 20 per cent cross shareholdingbetween Rover and Honda UK Manufacturing in
1990.

As far as the casesin this study are concerned,a long-term outlook on development as
by
firms
Japanese
the
to expand the
the
evidenced
willingness of
parent/partner
knowledge base of the UK affiliates (illustrated by Nissera UK and the Rover-Honda
collaboration) is more facilitating in the degree to which Japanesework systems are
implemented and internalised than a short-term perspective. A short-term orientation as
evidencedby short-term financing and pressurefor profitability at Teniki UK inhibits the
developmentof a continuous improvement culture at the UK transplant.

It should be noted that the terms of financing are associatedwith the company
characteristicsof size and age. As companiesgrow in size and reach maturity, their
financial dependenceon the parent company (or dependenceon the partnering firm for
cost reduction in the caseof the technical collaboration) seemsto be lower. Furthermore,
the casesindicate that the long-term orientation of the JapaneseMNC to diffusing know-

how tendsto weakenas the UK affiliate fails to developits own knowledgebaseand
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satisfactory financial results. For example, Nissera UK faces limited diffusion of knowhow as it has incurred huge losses,despiteincreasingsales,since 1993.
61.2.2 Organisational Characteristics

The present study asserts that the nature of the work systems diffused to the UKwhether structural, cultural, control-related and technological-has an effect on the
degreeto which these systemsare implemented and internalised. To iterate a point made
in Chapter 2, cultural and control-related systems are taken in this study as largely
intangible, tacit systems or the software of the production system, whilst the structural
and technological systems are seen as representinglargely tangible, explicit systems or
the hardware of the production system.The tacit foundations of continuous improvement
schemes are seen as high in system embeddednessand, hence, are more difficult to
difftise to the UK setting. In line with this argument,the casesindicate that tacit cultural
and control-related systems, unlike explicit structural and technological systems, are
more difficult for the UK workforce to internalise. Under eachtype of work system,there
are key issues that influence the internalisation. of Japaneseknowledge-driven work
systems.These are discussedin the following section.
6.1.2.2.1 Organisational Structure: The Shift to Team Structure
There has been a shift in the organisational structure of Teniki UK, Nissera UK and
Rover towards a flatter team structure. This has had an impact on worker response to
alternative work systems.Although the operators at the two subsidiary firms are cynical
with regard to the structural transition, those at Nissera UK have shown a more positive
responseto adopting a team-basedstructure than those at Teniki UK. Similarly, Rover
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engineersworking on the R8/YY project have relatively been successfulin facilitating a
transition to a project-basedorganisation.

Given the segregationbetween managementand workers, the shift to a team structure at
Teniki UK met a challenge.Breaking this relationship in the UK seemsto be a challenge
for the culture and for the individual history of the company. The company faces
difficulty in instilling high levels of commitment among operators. At Nissera UK, the
experienceof a shift to a team structurein 1997,resulting from efficiency concernsin the
factory,107was better received by the operators at Nissera UK. However, the fluid job
descriptions at the Japaneseparent company are not widely observed in the UK
subsidiary and, hence, operators perceive team leaders as above the work group rather
than as members of the team. As lwata (1982:52, brackets added) notes, "Unlike the
American-style [or the UK-style] companies where the institutional structure is quite
logically arranged on the basis of clearly defined individual tasks, work is allocated to
sections and divisions in Japanesecompanies". Teniki UK exemplifies the common
practice for firms to mimic the explicit parts of work systems, such as the structural
intangible
(or
fail
the
to
to
team
the
tacit
spirit
elements,and
recognise
elements,such as
aspect of employee involvement where there is a shared notion of creating knowledge
collectively), that are integral to the operation of the system (Cutcher-Gershenfeldet al.,
1998). As section 6.1.2.2.2 presents,Teniki UK has not been successftil in generating a
continuous improvement culture.

107There was also the build-up of skills imparted by the Japaneseexpatriates in the early years of the
company's establishment.
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At Rover, a team-basedapproachto solving problems at an engineering level fostered a
"synergistic atmospherebecauseit [brought] together a multidisciplinary team focused on
108
deadline"
(Loo,
1996:
7).
From Rover's perspective,
achieving a common goal within a
common goals in completing the project, in addition to learning from the previous
project, influenced co-operation and knowledge sharing on the R8/YY project. As Mair
(1998a:41 1) argues, prior to the R8/YY project, "in the early years of collaboration for
the Ballade-basedAcclaim and first Rover 200 (1979-1984), no attempt was made to
learW'. In line with Fletcher's (1999:150) argument "effective internal communication,

leadershipand employeeissues(suchas teambuilding and incentivisation)[were] three
genericaspectsof critical importancein the potentialsuccess"of the R8/YY project.The
project-basedapproachadoptedat Rover with the influence of Honda, was seen as
beneficial in creatinga team effort to delivering projectson time. Nevertheless,from
Honda'sperspective,the implementationof sucha structureat Rovercouldnot be carried
out effectively. The functional managers continued to have more control than project
managers.The top-down and hands-off managementlimited the degreeto which a team
in
difficulty
This,
to
the
team
culture could complement a
structure.
once again, relates
internalising tacit elements,such as team culture, of a distinct institutional setting, that of
demands
highly
business
between
is
dichotomy
There
the
of a
co-ordinated
a
system.
a
business system that is strongly embedded in a network of mutual obligations and
commitment (as in Japan) and those of a business system that discouragesco-operation
in
(as
between
business
including
and collaboration
partners,
employers and employees
the UK).
'08Thisfindingis supported
by Bertodo's(1989in OliverandWilkinson,1992)conclusion
thatpowerof
multifunctionalteamswas recognised,divisionsbetweendifferent functionswere reducedand
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Although all three firms found it difficult to develop and replicate an 'esprit de corps' of
109
improvement,
continuous
seenas essentialfor operational improvements (Liker et aL,
1999), Nissera UK and Rover have, in relative terms, been more successful in running
team-basedactivities, such as quality circles.' 10In addition to the length of time that the
team structure has been in place, which is associatedwith the company characteristic of
financing
long-term
Nissera
has
UK
company age,
employs a more skilled workforce and
from the parent company. Unlike their counterpartsat Teniki UK, Japanesemanagersat
Nissera UK have offered hands-on training to older operators and have been heavily
involved in shop-floor activities. In other words, Japaneseexpatriatesat Nissera UK have
business
institutional
feature
to
their
the
system that
attempted carry over
co-operation
of
encouragesinvestment in skill development to the UK system (e.g. Orra, 1997). 'Selfquality control' can be observedin practice among some of the older workers who were
trained by the Japanese.In spite of what may be seenas adversarialindustrial relations in
the area in which Nissera UK is located, the human resource practices of Japanese
expatriatesin the early years of establishmentresulted in a senseof sharedcommitment
betweenworkers and management.

6.1.2.2.2 Organisational Culture: Commitment to Quality Improvement Schemes

In line with suggestionsin the literature, pre-existing sets of strategies, structures and
technologies shapethe pattern of changetowards the 'Japanesemodel' (Fligstein, 1990;
Dedoussis and Littler, 1994). In the case studies, actual activities do not conform to the
interdepartmentalco-operation increasedat Rover.
109Similarly, Oliver and Wilkinson's (1992) work shows that creation of a community of interest is found
to be the most difficult to establishin the UK.
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diffused
implemented
in
1977),
(Meyer
Japan
Rowan,
and
prescriptions of practices
and
in
The
work practices are renegotiated and adapted.
role of actors shaping systems or
interpreting alternative work systems is especially visible where there is lack of
initiative
in
to
in
training
approach
strong
a
emphasising
management
and
adopting
discipline. For example, older workers at Teniki UK work according to their own rules
factory.
They
in
freedom
by
the
the
created
a weak control mechanism
and enjoy
is
"That
figures
the way
to
present management-expectedresults.
manipulate scrap rate
they want them. The Japanesethemselvesdo not reflect their actual scrap rate" (Team
Coach, 18 January2000). Similarly, an operator claims that "Quality Assuranceis called
is
is
If
there
there
pressureto get the order out,
over when
a supplier-related problem.
then they will passthe item that I would normally scrap". The role of actors in reblending
in
for
be
cases
especially
observed
existing work systems and aiming
adaptation can
where the nature and degreeof Japaneseinvolvement is indirect and low.

The experienceof developing interdependency,trust and sharedknowledge is unique to a
1998).
(Cutcher-Gershenfeld
aL,
et
specific workplace, context and group of people
Hence, Teniki UK, Nissera UK and Rover have had difficulty imparting a source
in
improvement
discipline
(such
the workplace and
continuous
company's
activities
as
'5C housekeeping' principles) by securing the commitment of all parties to the process.
The ability of the team leadersin the two subsidiary finns and project leaders at Rover to
maintain good communication within and across teams, and to motivate operators and
in
least
be,
in
improvement
to
to
part,
at
engineers engage continuous
activities, appears

110The researchfocus at Rover was on quality circles applied to problem resolution in engineering rather
than shop floor activities.
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influenced by institutional variation in worker commitment and flexibility between Japan
been
has
in
involvement
Unlike
the tradition
UK.
Japan,
the
a
minimum
philosophy
and
in the UK (Dore, 1973). Continuous improvement schemes are implemented, even
though they are not fully intemalised, at Nissera UK and Rover, whilst they have failed at
Teniki UK. In other words, there have been attempts to extract parts of the continuous
improvement system for transplantation in the UK subsidiary. For example, unlike the
Teniki
UK
in
housekeeping
(e.
1997),
Japan
Imai,
the
was
at
programme
g.
practice
launched before the shift to a team structure in 1999. The Japanesebelief that "good
housekeepingshould provide an environment conducive to improved work habits, quality
by
felt
facilities"
is
(Schonberger,
1982:
67)
the operators and those
not
and care of
enforcing the system at Teniki UK. Hence, the diffusion of the original meaning of the
low
6.1.1,
in
Section
the
limited.
discussed
is
As
was
source company's practices
location
in
its
(due
UK
level
to
Teniki
a centre
the
of
manufacturing skills
workforce at
for service rather than manufacturing) has a negative impact on the degree of
internalisation of Teniki practices.

At Nissera UK, the implementation of continuous improvement schemeshas not yet been
institutionalised or internalised by operators because of the way local management
Ws
initiatives.
Ackroyd
Kaizen
In
et
administers
accordance with

(1988) view,

initiatives mediated by the orientation of British managementare less straightforward in
their effects. It is questionable to what degree local management has understood the
importance of tacit elements in QC efforts. The Japaneseemphasis on tacit knowledge
challengesthe diffusibility of work systemsfrom the Japanesebusinesssystem to that of
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the UK (seethe discussionon micro-level embeddednessin Chapter 3). The UK affiliate
firms seem to have a limited ability to generatethe "organisational cultures, involving
high levels of worker commitment and flexibility" (Warner, 1994:5 10) that underlie the
technical and structural elements of continuous improvement schemes as a result of
conflicting organisational legacies, as between Japanand the UK. Along Taylorist lines,
there is rather a standardisationand simplification of jobs so that workers can be easily
substituted in the UK. This points to the significance of the historical context in one's
investigation of the diffusion process.

In the initial yearsof the Rover-Hondacollaboration,learningseemedto be more of a
'fait accompli'at Rover.The companydealtwith resultsratherthanprocessesthat led to
results (Cooper and Law, 1995). The underlying philosophieswere learnt as more
projects of a collaborative nature were carried out over time. The continuous
improvement schemes were fully implemented but only partly internalised by Rover
joint
in
Regular
liaison
1985
Honda,
to
the
and
engineers.
office
visits
establishmentof a
engineering team meetings with Honda engineersfacilitated the internalisation process.
Personal relations and the accompanying trust embeddedin social networks (discussed
more fully in Section 6.1.2.4) were an important means by which Rover acquired and
sharedtacit knowledge. Company visits and 'boundary-spanning' individuals encouraged
socialisation whereby tacit knowledge could be acquired through experience (Tushman
and Scanlan, 1981; Nonaka and Takeuchi, 1995). However, although ideas that were
4promoted' by 'boundary-spanning' individuals gave access to know-how about
alternative practices, such involvement in social networking ran the risk of reinforcing
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be
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image
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Robertson
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One
to
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for
implications
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the
the
the
of
of
representational roles of such
"they
link.
301),
Tushman
(1981:
According
Scanlan
to
may not
communication
and
serve as an information linking mechanismfor areaswithin the organisation7.
Emphasis on Training
Field studies show that training has a major role to play in the intemalisation of work
in
involvement
firms.
direct
The
the training
UK
Japanese
adopter
absenceof
systemsat
internalisation
limit
limited
financial
human
the
the
of
workforce and
of
and
resources,
Japanesepractices at Teniki UK. As George and Levie (1984) argue, limited emphasison
training and waning interest in the QCs for not delivering the expectedquick savings are
frequently cited as reasons for the failure of QCs in the UK. Whereas at Nissera UK,
hands-on training of operators by the Japanesein the initial years of the company's
his
her
'master'
'an
taught
the
them
or
skills of
apprentice' working with
establishment
imitation
learning
language
but
'craft',
"not
through
through
and
observation,
a
and
practice" (Nonaka and Takeuchi, 1995:63). Such an emphasis on training promotes
knowledge diffusion (Tsang, 1999), and is highly influential in the internalisation of work
for
forum
be
Nissera
UK.
It
this
emphasisprovides a
can also
argued that
systems at
has
in
training,
a positive effect on
socialisation, which combination with an emphasison
the internalisation of work systems. However, bearing in mind the definition of the
intemalisation of work systems given in Chapter 2, it is predominantly the process of
'leaming by doing', or action and practice, that helps employees understand basic
For
2001).
improvement
(e.
Nonaka
techniques
aL,
et
and philosophies g.
continuous
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example, at Teniki UK,

You have not been able to deliver the Kaizen and other activities because
you have not done the fundamental training. Also the factory people
around here-this is a farmland around here, so demographically it is not
an engineering magnet. So we got people that have not worked in an
automotive factory with all the pressures, all the technology and
requirementsof a Japanesecompany.Therefore, we need to bring the core
competenciesup to a level and the only way to do that is to train and
educate.

(British OperationsManager, 18 January2000)

Although, at Nissera UK, Japanesemanagement's training role has reduced over the
years, the skills level of the company's workforce (which is relatively higher than that at
Teniki UK) and the location of the company in a centre for manufacturing on a greenfield
site contribute to a higher degree of implementation and intemalisation of continuous
improvement schemesthan that at Teniki UK.

At Rover, habitual routines and pre-existing organisational setting were redesigned to
integrate Honda practices, which were embedded in a particular web of pre-existing
social relationships, through company visits, cross-functional teamwork and the
interaction of boundary-spanning individuals. Some of the integration mechanisms
involved staff dedicated with liaison roles to the development of the collaboration and
joint meetings that allowed for co-ordination through lateral communication and
negotiation rather than hierarchy. Furthermore, inter-personal, inter-firm networks were
for
joint
decision-making
coalong
with
communication
used,
and
mechanisms,
ordination and integration (Grandori and Soda, 1995).
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Nevertheless, the interpretation and use of Honda practices required open-mindedness
and understanding.It was difficult to break "method[s that were] embeddedin individual
expression" (Manufacturing Integration Manager, 25 August 1999). Doing so
necessitatedheavy involvement in training. There was a high level of training in quality
"'
development
Rover.
the
Direct involvement with the Japanese
skills and
car
system at
and emphasison training by local managementwere two means of avoiding 'watering
down or dilution' of Honda practices.

The emphasison training is related to the local institutional factor of location site and the
company characteristic of size. As Liker et aL (1999:24) argue, "greenfield sites afford
the best chancesfor successfultransfer of a whole set of home-country attributes" and
brownfield sites pose problems due to the pre-existing routines. As the widespread
concern to orchestrateworker co-operation at Teniki UK has met resistance, Japanese
expatriatesfeel that the transition in organisationalstructurewould have been easierif the
company was set up from scratch.

As regardsthe companysize,"large firms andplantsarelikely to providehigher wages,
better benefits and services,more training and promotion opportunities,and other
inducementswhich small organisationslack the resourcesto supply" (Lincoln and
Kalleberg, 1990:220-221).For example,Nissera UK is financially more stable than
Teniki UK (eventhoughboth companiesare medium-sized),henceit can more easily

111There was a lack of formal training in familiarising
employeeswith cultural differences between Japan
and the UK before the early 1990s.Rover expatriateswere dispatchedto Japanwith no or limited training,
at best "with the assumption that knowledge of the business should compensatefor the lack of cultural
understanding" (Pucik, 1996:158).
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(not
be
It
to
training.
that
the
should
also noted
allocateresources
methodof executing
only the amountof resourcesallocatedto) trainingneedsto be takeninto accountin the
internalisationof alternativework systems.
6.1.2.2.3 Control Mechanism:Degreeof Involvement by the Japanese
The internalisation of Japaneseknowledge-driven work systemsis also influenced by the
control mechanism that complementsthe diffusion of structural and cultural practices.
The degree of involvement of Japanese expatriate management in strategic and
operational decisions (including supervision on the shop floor) influences the adopter
firms' perception of a power exercise by the source company. The cases in question
demonstrate that the nature of management intervention in the implementation of
Japanesework systemsis crucial in shapingthe internalisation process.Such intervention
points to the active processof internalisation involving actors' decisions to accept new
ideas. Management's hands-on, direct versus hands-off, indirect means of meeting
strategic and operational aims influences the degreeof internalisation of work systems.

Although the extent to which Japaneseexpatriatesare involved in the day-to-day running
of the business and manpower planning differs across the three cases, the pressure
exerted on the technical and strategic side of affairs is considerablein the two subsidiary
firrns. In the case of Teniki UK, there is high, indirect involvement 112by Japanese
managementin the activities of the affiliate firm. There is also financial pressurein terms
of Teniki demands for rapid profitability, despite the interest on the latter's part in
developing skills at the UK operation. This arises from Teniki's lack of flexibility in
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financial control over the UK division's activities due to the role of a major Japanesecar
manufacturerin Teniki's operations:

Teniki have pressure on them to put pressure on ourselves to make the
returns faster than normal. In that case,we have had to have very stringent
sort of budgetary control and cutting of budgets which would affect the
long-term, that is the training budgets are not as good as they should be in
my belief.

(British OperationsManager at Teniki UK, 18 January2000)

By the same token, the parent company of Nissera UK is also heavily involved in its
subsidiary's decisions with regard to the provision of technology and finances for
investment. Nissera has not exerted stringent budgetary control over the UK division (at
least not for its first three years of operation) but, in general, there has been high and
direct 113levels of control on the subsidiary since its establishment.Nissera has exercised
(personal/cultural' control through direct supervision and expatriate control (Harzing,
2000). According to Harzing, 'personal/cultural' control can be exercised (i) directly or
explicitly through centralisation, direct supervision and expatriate control, or (ii)
indirectly or implicitly through socialisation, informal communication and management
training. For example, Edstr8rn and Lorange (1984) illustrate that the two of the four
MNCs that followed a global strategy in their comparison had a higher level of
expatriates in their subsidiaries than the two companies that followed a multidomestic
strategy.They indicate that having local managersin global companiesmight lead to suboptimal decisions. As the responsibility for design rests with the parent companies, the
:2Japaneseexpatriatesare not involved in shop-floor
activities.
3 This excludes the period after 1997
where there was less involvement in shop-floor activities by
Japaneseexpatriates.
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two subsidiary firms operate more as assembly operations, dependent on imports of
manufacturedinputs from Japan(Elger and Smith, 1994).The heavy use of expatriatesat
Nissera UK servesas one of the ways to bring the firm 'into the fold', that is to establish
(Jaeger,
1983).
that
the
an organisational culture
aligns with
parent company's values
Corporate acculturation in this sense is based on developing informal networks of
communication (Martinez and Jarillo, 1989) whereby international ethos and practices of
the parent firm can be observed(Femer et aL, 1995).

In the case of Rover, local management'spressureto follow the 'Honda' way in design
and developmentbecameapparentduring the R8/YY project. Nevertheless,as Rover was
not 100 per cent owned by Honda, Honda's exercise of control was not of the same
in
(i.
the form of direct supervision) as that of the Japaneseparent companieson
e.
nature
the Teniki UK and Nissera UK. 'Personal/cultural' control was exercised more through
(Harzing,
2000).
informal
Rover
training
at
communication and management
socialised,
Although there had been high, direct involvement of Honda in joint development
been
had
diffusing
know-how
from
Rover
Honda
to
the
as
not
practices,
method of
be
in
instance,
Rover
Honda's
US.
For
that
to
the
could
engineers
smooth as
subsidiary
shown the assemblyline or order of tasks for a given process,but they could not receive
114
information
dimensions.
any
on measurementsor
Approach to Discipline

The source firm's approach to discipline is found to affect employee perception of the

114Honda felt that such information was too confidential to be disclosed to technical collaborators as it was
developed over a period of 10 years,with referenceto casesof failure and success.

269

control exercisedby the source company. It is linked to the exercise of personal/cultural
control, founded on social interaction (Harzing, 2000).

The approachto discipline displayed by the local and Japanesemanagementon the shop
floor of Teniki UK is weak. In comparison, the control mechanism on the shop floor of
Nissera UK is strong. This was especially the case under the administration of the
previous MD till 1997. As part of its Kaizen philosophy, Nissera UK's approach to
discipline remains more forceful than that at Teniki UK. This is applicable in particular to
housekeepingprinciples.

As for Rover,the approachto disciplinehasnot beenas overt asthat at NisseraUK due
mainly to the nature of the relationship(a collaborationrather than a subsidiary).A
covertform of powerexercisewas observablewithin Hondaassumingthe upperhandin
designresponsibilityover the courseof the collaboration.Side-by-sidework also served
implicit
asan
meansof controlin ensuringRoverengineers'commitmentto work andthe
involvement
direct
the
attentionto detail.The supportof local management
of Honda
and
engineersoverthe courseof the R8/YY projectwerestrongtill the launchof the modelin
1989. The basic underlying principle of discipline was not upheld at Rover. As Ho
(1993:83) contends,"it appearsthat the main difficulty is the lack of willingnessto stick
to rules" in the adoption of continuous improvement schemes.High levels of
commitmentat Roverwereobservedonly whereengineersworkedin a contextof direct
influenceof habitualor tacit elements,suchasin joint engineeringteams.Consequently,
learning at Honda rested more on the tools that could be easily diffused than on
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philosophies, such as attention to detail and discipline, behind those tools. It was
perceived as important to adopt a proximal rather than distal mode of thinking. Proximal
thinking privileges continuity, forever approached, processural nature of diffused
practices rather than "results and outcomes, the finished things or objects of thought of
action" (Cooper and Law, 1995:239). Effective communication was important in
integrating the thinking, methodsand tools of quality movement into everyday work (e.g.
Fletcher, 1999).

In sum, a low level of internalisation of Japaneseknowledge-driven work systems is
observedwhere there is a weak approachto discipline, as is seenin the subsidiary firms
in this study. In the case of Rover, Honda techniques were carried out in line with the
Japaneseexpectation of attentivenessto detail as long as there was a side-by-side work.
As was discussed in Chapter 2, work discipline constitutes another tacit underlying
philosophy of continuous improvement schemes.The focus on explicit knowledge and
the limited interaction through actions of individuals to synthesiseknowledge in the UK
businesssystem (Hedlund and Nonaka, 1993) is seenas inhibiting the extent to which the
tacit elementsof continuous improvement can be intemalised in the given cases.

Level of Trust and Communication between the Japanese and UK Staff
The level of communication and trust between the source and adopter firm is also found
to influence employee perception of the control exercised by the source company. It is
defined here as the common belief among the members of the adopter firm that the
sourcecompany:
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(1) makes good-faith efforts to behave in accordance with any
commitments, both explicit and implicit (2) is honest [and open] in
whatever discussions precede such commitments, and (3) does not take
excessive advantageof the recipient unit, even when the opportunity is
available. (Kostova, 1999:318, brackets added)

A higher level of trust on the part of employeestowards managementwith regard to the
introduction of 'new' work systemswas found to be conducive to the internalisation of
these systems. The case studies indicate that perceived high level of trust between the
Japaneseand UK staff, as that found at Nissera UK and among the Rover liaison
facilitates
the internalisation of work systemsat the adopterfirms. This is most
engineers,
likely due to the reduction in uncertainty over the motives behind the implementation of
the practice (Szulanski, 1996).

In the caseof Rover, lack of trust and communicationwere alleviatedby meansof
forging social relationsover the courseof the R8/YY project. 'Peopletransfer' through
companyvisits servedas a mediumfor trust building andlearning(e.g. Pucik, 1996).As
Sullivan el aL (1981:805) argue, Japanese"do not commonly use formal detailed
contracts stressing strict performanceand enforcementin their domestic business
relations". Rather, responding to unfolding probes in a spirit of honesty and trust is seen
as crucial among the Japanese.Goodwill and competence trust (Sako, 1992) were
established through an informal atmosphere or a non-contractual arrangement, where
engineers could share tacit knowledge (Senker, 1995a). Furthennore, electronic white
boards and pictorial representationswere used to explicate what was difficult to verbalise
(Zuboff, 1996:198).
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Teniki UK and Nissera UK demonstratethat employment in the UK, unlike that in Japan,
is not a "kinship rite inducting a new member into the enterprise family to share in the

be
done"
(Gregory, 1982:38). It is, rather, a contractualaffair involving the
to
work
performance of a particular work or service. Trust-building and openness in
communication that are built within a paternalistic social mechanism that fosters longterm employment relationships; HRM practices, such as emphasis on job rotation,
standardisedin-house training, internal promotion and fluid job description; and strong
(Kubo
networking
social
et aL, 2001), are not in practice in the given subsidiary firms.
This supportsWhitley's (1999b) argumentthat authority relations among firms operating
in compartmentalisedbusinesssystemsare more contractualthan paternalistic.

havenothing
Poor communicationat Teniki UK createsthe perceptionthat the Japanese
to learnfrom their subsidiarywhen,in fact, thereis a high willingnesson the part of the
Japaneseparent company to learn the European market preferences and developments.
Similarly, Nissera,membersimport Europeandesignsto reducethe cost of manufacturing
electronic componentsthrough their UK operation. There is also a high willingness to
learn European supplier relations and British styling at Honda. However, willingness to

learnby the Japanese
is not applicableto generaldevelopmentin productionin all of the
three companies.

The degree to which Japanesemanagementis involved in the activities of adopter firms
relates to the company characteristicof the number of Japaneseexpatriatesand their roles
in the UK adopter firms. For example, Teniki UK has the least number of Japanese
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6.1.2.2.4 Technology Diffusion

Teniki UK, Nissera UK and Rover, in comparison to their parent/partnercompanies,are
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Teniki and Nissera's willingness to diffuse technology and know-how to their UK
firms
is
is
high
level
there
greater
where
perceived
subsidiary
of competence,an ability
to develop one's knowledge basells, and successful performance in terms*of strong
financial status on the part of the subsidiary firm. At Rover, this willingness is more
evident where there is perceived learning from past mistakes, similarity in goals,
formalisation of processesand the associateddiscipline in execution, and clear objectives
and division of responsibility.

The Rover case clearly indicates that investment in IT could not act as a surrogate for
for
Honda
transfer,
strongly emphasisedteamwork, personal relations and trust.
people
According to Dore (1997:25), "economic transactionsin Japanare much more commonly
in
in
face-to-face
Interactions
associative
social relations".
are embedded
embedded

have
tend
to
that
not
much
may
utilise associations
amongevents
cultures,wherepeople
face-to-face
basis.
is
by
Communication
'logical'
contact,which takes
characterised
of a
both
historical
based
individuals
large
body
information
on
of
who sharea
placeamong
(1998:
59)
(Hall,
in
1976
Kedia
1988).
Taggart
Bhagat,
argues
contextual
modes
and
and
that whereknowledgeis tacit and difficult to codify, making it difficult to organiseand
important".
is
transferto dispersedcontexts,"person-to-person
extremely
communication
Using Sivula et Ws (1997) model of knowledgemanagementin alliances,one can
Japanese
in
R8/YY
the
terms
the
the
of
successful
outcome
of
project
summarise
partner's willingness to shareits knowledgeand Rover's willingness and capacityto
"' There is knowledgeasymmetrybetweenthe Japaneseparent and the UK subsidiaryfirms. (This
asymmetryis greaterin the caseof Teniki UK, as the skills level of its workforce is low rather than
in
is
in
It
differ
"if
knowledge
the maturity
that
too
suggested
engaged
much
partners,
sharing,
medium).
level of their knowledge[or knowledgesymmetry],communicationproblemsmight arise,preventingthem
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knowledge
(Cohen
external
and Levinthal, 1990).
absorb
61.2.3

Group Characteristic: Attitude of Teamstowards ContinuousImprovement
Schemes

The casestudy findings show that 'paternalist' group norms of firms embeddedin highly
highly
business
systems
are
not
compatible with 'Taylorist' group norms of
co-ordinated
firms embeddedin compartmentalisedsystems.There is variation in the institutional
in
firms.
firms
For
UK
this study
the
the
source
adopter
and
example,
setting of
adopter
do not seemto have a cultural orientation towards learning, innovation and change.The
distinctive patterns of work system characteristicsof task control, workplace relations
level
the
and
of commitment that thesecharacteristicssupport
practices
employment
and
differ between Japan and the UK. The nationally distinct characteristicsof social
institutions in the two countrieschallengethe diffusion of work systems(see discussion
investigated,
in
Chapter
3).
From
the
three
companies
on macro-level embeddedness
Teniki UK displays the lowest level of commitment to alternative work systems.Its
group norms reflect a British tendencyto questionauthority, in contrastwith the Japanese
is
hierarchy
family
'harmony
(e.
There
1990).
Lincoln,
resistance,
of
and
g.
unity'
subtle
for
because
Teniki
UK
traditional
their
among
older
operators,
preference
of
especially
British manufacturingsystem.There is also variation in worker responsesbased.on each
team leader'sstyle in executinghis or her responsibilities.

At Nissera UK, the level of commitment to continuousimprovement schemesis higher
than that at Teniki UK. This is due especially to the stronger attention paid to the
(AkenandWeggernan,
2000:
145,brackets
to achieve
productive
collaboration7
added).
276

implementation of such principles being stronger and greater availability of financial and
human resources. Although

company age also contributes to the higher level of

commitment at Nissera UK, it is not the sole determinant. As the period from 1997

local
its
has
onwardsshows,
management not been very successfulin sustaininghigh
levels of commitment. For one thing, local managementcould not sustain the training
system of the Japanese expatriates. There is variation in worker responses across
departmentsand cells within the assemblyarea. For example, a low target cell with long
integrated
relations
and
working
on-the-job training by the Japanesedisplays a stronger

senseof commitmentto continuousimprovementschemesthan high target cells with
short-term outlook on training.

Rover employees' response to continuous improvement schemes differed between
factory workers and liaison engineers.This was not only related to the difference in the

natureof the work carriedout, for therewas a higher level of commitmentamongthe
engineerswho were basedin Japanfor six-12 months and were membersof joint
in
during
UK
higher
Japan.
level
The
teams
the
the
and
engineering
of commitment was
R8/YY project than in the period prior to 1985116when the relationship between the two
defined
was
companies
more as 'arm's length' than 'side-by-side'.

116The level of commitment was further enhanced
with the projects that followed the R8/YY due to the
positive influence of the passageof time, familiarity with Honda's practices and expectation, and the
greater involvement of Honda in design work. "The projects that followed (1989 Rover 200/400/Honda
Concerto, 1992 Rover 600/Honda Accord (European version), 1995 Rover 400/Honda Civic (European
version) were led by Honda" (Mair, 1998a:41 1).
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61.2.4 TheExtent ofSocial Networking
The focus in the existing literature on 'Japanisation' tends to be on the power and control
exercised by the Japanesein the diffusion of work systems to overseasoperations (e.g.
Dickens and Savage, 1988; Danford, 1998). However, this study emphasises the
importance of social networks and relations in the cross-nationaldiffusion of knowledgedriven work systems. The emphasis is on members' active involvement in social
networking rather than their perceptionsof the importance of the role of social networks
in the diffusion of work systems. For example, joint work at the Rover-Honda
collaboration was about sharing understandingsthrough the synthesisand interaction of
team members rather than "about moving knowledge around from person to person so
that each expands their range of knowledge" (Swan, 1999:10). The internalisation of
knowledge-driven work systems is possible where there is investment in relationships,
sharedunderstandingsand attitudes to diffusion of Japanesework systemswithin the UK
adopter firms. The low emphasison training, as that at Teniki UK, does not create the

enviromnentnecessaryfor the diffusion of a sharedunderstanding.Moreover, preexisting organisational structure, norms and cultural values at Teniki UK create
heterogeneityin the group that is to adopt alternative work systems.This, in turn, creates

divergentinterpretationsof what needsto be doneandhow bestto do it. Thereis a low
extentof socialnetworkingduepredominantlyto limited financialandhumanresources,
limited involvementof the Japanese
in shop floor activities and the emphasisby local
managementon diffusing the tangible systemsin continuous improvement schemes.

Fundamentally, the different values of the Japanesesource firm and the UK adopter firm
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in each case expose differences between individuals. According to Blackler (1995) and
Swan (1999), such an exposition may lead to conflict, and the creation of new
knowledge. The negotiation of work systems in this context occurs through interactive
facilitating
in
linear
flow
information.
The
than
networking
rather
social
of
role of actors
the diffusion of knowledge also needsto be considered.In the casesconcerned,Japanese
expatriates serve as influential actors in the diffusion of the parent/partner companies'
kinds
firms.
UK
They
to
the
to
of
affiliate
serve
promote particular
work systems
link
(Swan
They
1999).
to
the
act
as
a
among
members
of
social
system
practices
et aL,
the source of information at the Japaneseparent/partner firms, and are an effective
(Tushman
for
information"
"acquiring
timely,
and
encoding
medium
current, and soft
and Scanlan, 1981:290). For example, the direct involvement of the Japaneseexpatriate
impact
floor
had
in
has
the
the
on
a
positive
shop
activities of
management
greenfield site
the internalisation of alternative work systems. At Nissera UK, there is higher level of
involvement in social networking than at Teniki UK. The role of intermediaries or liaison
liaison
is
in
Rover
Rover-Honda
the
officers
especially noticeable
collaboration.
engineershelped to locate expertise at Honda, and forge good working relations with the
Japanese. The high level of involvement in social networking helped minimise
communication problems.

depends
firms
The degreeof internalisationof Japanese
UK
the
work systemsat
adopter
on the type of activities or the nature of diffused practices,availability of physical,
financial and human resources,and the level of interactionbetweenthe individuals
involved, that is the role of the boundary-spanning
individuals(seeFigure 6.1). Actors,
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figure
linked
important
in
by
have
this
that
activities
an
and
are
resources
social networks
intemalisation
in
(Newell
the
of
practices
and Clark, 1990).
role

Figure 6.1 Network Framework Conducive to High Internalisation of Work
Systems

ACTORS: Boundary-spanning
individuals (Japaneseexpatriates
and UK liaison officers)
different
levels
-at
-aim to diffuse work systems

Actors perform activities.
I

Actors control resources.
I

RESOURCES:
financial
and
-physical,
human
*sufficient number of
boundary spanning
individuals)
*financial stability
*stability in employee
base
-dependenton eachother

NETWORK

ACTIVITIES: Tacit
and explicit practices in
continuous
improvement schemes
-structural
-cultural
-control-related
-technological

Activities link resourcesto each other.

(1986)
Source:Seetext; figure structureadaptedfrom HAkansson
Figure 6.1 shows the interplay of actors, resourcesand activities within a network that is
in
internalisation
Japanese
the given cases.
to
the
sustain
systems
of
work
necessary
There is a greater likelihood of Japanesework systems to be internalised by the UK
firms
different
diffuse
levels
interact
intensely
to
work systems,
actors*at
where
adopter
financial
heterogeneous-physical,
and
and huinan-resources are available to support
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structural, cultural, control-related and technological components of continuous
improvement schemes.The network framework in this figure gives one the context in
which to understandthe decisions that managershave to take and the adopters' response
to those decisions. It should be noted that, the focus here is more on networking relations

findings
less
HAkansson
(1986)
highlights
his
in
The
that
structures
on
network
and
work.
in this study emphasisestructure(i. e. the institutional context) as well as agency.

In conclusion, the three case companies exemplify the way work systems that are
institutionalised
in
in
through
character
strongly
and acquired
engagement specific action

be
in
(Szulanski,
diffuse
firms
located
'sticky'
1996)
to
to
can
settingsof weaker
contexts
institutionalisation.There are selectiveattemptsto draw upon practicesidentified with
the 'Japanesemodel' (Taylor et aL, 1994). 'Compromise solutions' (Sharpe, 1997) seem
to be common where only explicit structural and technical aspects of the 'Japanese
improvement
(e.
1998).
Delbridge,
The
tacit
g.
model' are adopted
elementsof continuous

institutional,
difficult
local
internalise
in
to
the
set
of
absenceof a given
schemesare
organisational,and group characteristics,
as well as socialnetworksthat link resources,
for
degrees
diffusion
different
knowledge.
The
to
together
the
and
activities
actors
of
work systemsareinternalisedby the UK adopterfirms tendto reflect the
which Japanese
institutional variation between Japan and the UK (c.f. Whitley, 1999b). Teniki UK has
relatively low degree of implementation and low level of internalisation of Japanese

knowledge-drivenwork systems. By contrast, Nissera UK and the Rover-Honda
display
high
degree
implementation
internalisation
level
of
of
collaboration
andmedium
(see Figure 6.2 for a pictorial representation).The outcomes observed are due to the
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availability of greater financial and human resources; direct and high involvement by
Japanesemanagement,encompassingdirect approach to discipline and training; longer
duration in operation; and higher skills levels or symmetry in expertiseat Nissera UK and
Rover.

Figure 6.2

The Degree of Implementation and Internalisation of Japanese Work
Systems at Teniki UK, Nissera UK and the Rover-Honda
Collaboration
Nissera UK
Rover
AA

Teniki UK
Degree of implementation

A,
Low

Medium

Teniki UK

Nissera UK
Rover

High

AA

Degree of intemalisation

Low

Medium

High

Source: Seetext

6.2 The Institutional Limits to Diffusion of Work Systems
The processof work systemsdiffusion, as suggestedby the literature (e.g. Morgan et aL,

2000a), does not only differ acrosscountries.As the field studiesshow, substantial
differences have surfaced in the comparison of the internalisation of Japanesework
systems across the brownfield, greenfield and technical collaboration sites within the
same sector. The internalisation of a continuous improvement culture and the
complementary structural, control-related and technological practices appearsstronger at
Nissera UK and the Rover-Honda collaboration than at Teniki UK. For example,
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knowledge diffusion methods, classified into three broad forms by Buckley and Carter
(1999:90)---ý'personal communication (talking,

meeting, e-mail

etc.),

codified

(reports,
drawings
communication
etc.) and embodied transfer (e.g. as product or
in
to
the intemalisation of work systemsat Rover. In
a
major
role
play
equipment)'ý-had
addition, diffusion was embodied in practice whereby a new system was learnt-by-doing
(Lave and Wenger, 1991). This was a means of diffusing the original meaning of the
source companyls practices.

The cross-site differences in the degree to which Japaneseknowledge-driven work
levels
implemented
internalised
by
be
two
of
and
systems are
can
explained

discussed
in
Chapter3.
embeddedness
6.ZI

Embeddednessat the National Level

At first glance, there is a shift towards a team structure in all the three sites. Nevertheless,
some remarkable differences exist in the translation of thesestructuresin the UK context.
As was discussedin Chapter 3, the national businesssystemdiffers significantly between

'
17
UK.
The operationalautonomyprovidedto individualsin small-group
Japanand the
by
activities strengthened a senseof groupisin in large firms in the Japaneseautomotive

industryis incompatiblewith the low worker discretionanda senseof individualismthat
has traditionally strengthened the management hierarchy in the UK automotive
industry. 118The different set of cultures in Japan and the UK is seen as influencing a

117
For a morethoroughunderstanding
of thedifferences,pleasereferto the discussionon the structuraland
in theUK andJapanin Chapter3.
culturallegaciesof organisations
118It is acknowledgedhere that the UK automotivesectoris undergoingtransitionmainly triggeredby
in the searchfor higherquality, a wider view of costsavingsandnew materials
"continuingdevelopments
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particular degree of internalisation of Japaneseknowledge-driven work systems at the
brownfield, greenfield and technical collaboration sites in the UK. High levels of
commitment to continuous improvement schemesare claimed to prevail in Japan,whilst
by
is
found
be
limited
in
firms.
is
UK
This
to
the
the
such a commitment
exemplified
brownfield site in this study. "In Japan,employeesare grateful for being given a project
to do. However, in the UK, there is demarcation,unionisation. Employeeswill ask 'why
do
to
the project?"' (Personneland Training Manager at Teniki UK, 15 February
me
ask
1999). Overall, there is limited commitment to continuous improvement schemesin the
given cases characterised by an enhanced management hierarchy and hands-off
management.The differences in the particular set of structural and cultural legacies of
Japan and the UK are seen as hindering the internalisation of Japanesework systems in
the given UK adopter firms.

6.Z2

Embeddednessat the Firm Level

As was highlighted in Section 3.1.3 in Chapter 3, the emphasisplaced on explicit and

tacit knowledgevaries betweenJapanand the UK. This variation tends to limit the
diffusibility of work systemsfrom Japanto the UK. The findings relating to Teniki UK,
Nissera UK and the Rover-Honda R8/YY project highlight the cultural and structural
barriers to the diffusion of Japaneseknowledge-driven work systems. Finns face a
second-level barrier in the diffusion of work systems,in the form of tacit work systems
embeddednessat the organisational level. In line with Liker el al. 's (1999:23) argument,

and technologies" (GEAC, 1999). As the costs of managing the supply basebecome familiar to automotive
manufacturers, quality systemsbecome more harmonised. However, this does not mean a convergencein
the meansby which thesesystemsare implemented.
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"the tacitness of much of the knowledge that underpins the production system imparts a
firm
marked path-dependentand
specific quality to the development of these-systems".
For instance,the findings at Nissera UK point to the need to diffuse explicit knowledge,
such as QC techniques,in conjunction with tacit knowledge, such as QC philosophies of
team spirit and discipline. In the case of tacit knowledge, or philosophies underlying
discipline
be
knowledge,
to
that
cannot easily articulated, such as one's approach
explicit
(as demonstratedby the Japanesepartner in the technical collaboration site) and one's
method of training operators in the factory (at the two subsidiary firms), it is more
difficult to implement and intemalise knowledge in the manner in which it is put to use at
the source company. For example, Honda's engineeringphilosophy was more difficult to
implement at Rover in the manner in which it was put to use at Honda. Honda was not
secretive over its process-relatedinformation "because we [Rover members] had to
May
1999).
in
D,
21
(Electrical
Leader
Team
the
to
order
operate"
process
understand
Some of the engineers at Rover perceived the idiosyncratic-knowledge base (Grant,
1996) at Honda as the senseof discipline required to carry out continuous improvement
schemes.To iterate a point made earlier, learning at Rover rested more on the tools that
detail
from
be
diffused
Honda
to
than
the
on
philosophies, such as attention
could easily
be
behind
discipline,
By
that
those
tools.
the
token,
could easily
same
and
practices
Gebbainto
identifiable
the
a
such
as
set of
codified or structured
rules and procedures,
Kai problem solving technique or Honda's technology and engineering specifications,
could be diffused relatively with easeto a different cultural setting.

There are opportunities for people to be involved in quality assessmentand problem
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solving, especially at the greenfield and technical collaboration sites. However, the
brownfield site is yet to cascadeKaizen-relatedtraining to the shop-floor level. Although
119
Japanese
the explicit elementsof the
system were implemented at Nissera UK and the
Rover-Honda collaboration during the R8/YY project, the initiative and co-operation of
the individual employee to maintain and improve day-to-day operations and to achieve
continuous improvement in quality and efficiency could not be sustainedin the absence

In all threecases,an introductionof a team-based
of the Japanese.
structuredid not fully
elicit the tacit continuous improvement philosophy of team culture, which appearsto be

at least in part due to the variation in the degreeto which tacit knowledgewas shared
with UK employeesacrossthe cases.

6.3

Teniki UK, Nissera UK and the Rover-Honda Collaboration Sites in
their Institutional Contexts

In Section2.3 in Chapter2, an analyticframeworkhadbeenconstructedaboutthe impact
degree
key
institutional,
the
of
on
organisational
and
characteristics
of
group
implementation and internalisation of Japaneseknowledge-driven work systems. Figure

6.3 summarisesthe results of the match between the analytic framework and the
findings.
empirical

119The explicit elements in the processesobserved at Teniki UK, Nissera UK and the Rover-Honda
collaboration include team-basedorganisational.structure, JIT delivery, the quality circle and the associated

286

Figure 6.3 The Impact of Macro- and Micro-level Influences on Work Systems
Diffusion
Organisational Level (III)

Group Level (IV)

National Instituti onal Level (1)
Structural
Legacies
*Highly coordinated
*Compartmen
talised

Company
characteristics

Work Systems
* Emphasison tacit
* Emphasison explicit
Nature of Practices
* Structural
*Cultural.
*Control-related
*Technological

Cultural
Legacies
*Paternalist
*Taylorist

V,
Local Institutional

I
It
I%%

Location
site:
*Greenfield
*Brownfield
Skills baseof
labour
*Low
*Medium
*High

Attitudes of teams
towards the work
systemsof the
source firm
*Commitment
*Extent of social
networking

Level

Inward '\
investment:
*Low
*Mediurn
*High
Locationarea:
*Centrefor
manufacturing
*Centrefor
/
tourism

A

II
I,
I,
Is
Is
Is
Is
Is
Is
Is
Is
Is
Is
Is
I,
I'
Is
Is
Is
Is
Is
Is
Is
Is
Is
Is
Is
Is
Is
vs
I

Degreeof implementation of work systems

Degreeof internalisation of work systems

Existing
work
systems

oil

Translation/
editingof
work
systems

Appropriated
work systems

Source:Seetext

tools, such as SPC, 5C housekeepingsystem and the maintenanceof tracking charts.
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Figure 6.3 shows that at the national level, structural and cultural legacies of Japan and
the UK can influence the degreeto which Japaneseknowledge-driven work systemsare
implemented and, utimately, internalised by UK adopter firms. At the local institutional
level, location site and area, inward investment and skills base of labour have an impact
on the implementation and internalisation of work systems.The level of industrial dispute
is not found to have a significant influence on the implementation and internalisation of
hence
is excluded from Figure 6.3. At the level of the firm, company
systems,
work
diffused
the
nature
of
characteristics,
work systemsand the emphasisplaced on explicit

and tacit componentsof thesesystemsinfluencethe implementationand internalisation
of work systems. At the group level, commitment displayed by teams towards the
organisationalpractices of the sourcefirm can hinder or facilitate the implementation and
internalisation of knowledge-driven work systems.

The findings suggest that the interaction between the local institutional, organisational
and group levels is a two-way process.There is a reciprocal interdependencerather than a
determinism.
The solid arrows in between the four levels in Figure 6.3 point to
one-way
the influence of each level on the one below it. For example, Rosenzweig and Nohria

(1994:234) see "the extent to which [the company]is subjectto pressurefrom local
institutions such as unions and governmentalbodies" as having an impact on human
resourcepractices.This points to the impact of the local institutionallevel on the firm
level. The broken arrows in the figure represent 'trickling-up' impact120of the local
practices on higher levels such as the industrial relations system, the system of training

120The term 'trickling-up' is used to denote the
assertionthat the impact may not be observedimmediately
in the short run.
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internal
firms,
and
structure
of
corporate
managers,
structured relationships
workers
among firms in the same industry as well as their suppliers and customers, and
idiosyncratic customs and traditions (Hollingsworth and Boyer, 1997). The local
institutional level has an impact on the actions of the local actors through a set of
institutional rules, and is, in turn, influenced by incremental changesin the rule systems
level
its
local
instance,
NVQ
For
Teniki
UK's
the
to
of
actors.
raise
efforts
of a subsetof
in
base
the given regional area.
to
the
the
contribute
enhancement
of
skills
workforce
Similarly, the intemalisation of work systems can have an impact on the subsequent
implementation of alternative work systems."The users make significant and extensive
(Clark,
1987:
169).
The
innovation"
to
the
shape
and
eventual
uses
of
an
contributions
has
knowledge-driven
that
an
systems
of
work
can
create
a
path-dependency
routinisation
focuses
This
introduction
the
research
of alternative work systems.
subsequent
effect on
levels.
from
higher
lower
The
flows
influence
levels
to
reverse
of
of
analysis
on single
flows are not investigated. Future researchis needed to investigate the impact of local
impact
local
institutional
levels,
the
the
of
as
and national
as well
practices on
intemalised work systemson the implementation process(see Chapter7).

The following discussionprovidesa summaryof the discussionon the natureof the local
institutional, organisational.and group contextsand their influence on the degreeof
knowledge-drivcnwork systemsat Teniki
implementationandinternalisationof Japanese
UK, Nissera.UK and the Rover-Hondacollaborationin the automotivemanufacture
industry (see Figures 6.4,6.5 and 6.6). These figures constitute an application of the
local
in
framework
They
to
the
three
each of
cases.
present variations
analytic
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institutional, organisationaland group contexts acrossthe three sites.

The impact of the variation in the nationalinstitutional contextbetweenJapanand the
knowledgeUK (asdiscussedin Chapter3) with regardto the internalisationof Japanese
drivenwork systemsat the threesitesis assumedto be the same,asall the threecasesare
locatedin the UK and are involved in a particularform of ownershipwith a Japanese
MNC. The differencein the outcomeacrossthe threecasesis, rather,determinedby the
in
local
institutional,
(including
company) and group
organisational
variation
characteristics.

The nature of the implementation and intemalisation of Japaneseknowledge-driven work
low
implementation
low
6.4)
is
(see
UK
Figure
Teniki
and
one of
systems at
intemalisation. Some of the characteristics that influence this development include the
location of the company in a centre for tourism on a brownfield site, low skills base in
Japanese
low
involvement
discipline,
indirect
training,
of
manufacturing, weak
improvement
level
low
to
continuous
of commitment among workers
management,
initiatives, low technology diffusion and low extent of social networking. A low level of
industrial dispute in the area appears not to influence the implementation and
internalisation of work systemsand, hence,is not included in Figure 6.4.
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Figure 6.4 The Implementation and Internalisation of Japanese Work Systems at
Teniki UK

Local Institutional Context
-Locationsiteandarea:
Brownfield,Centrefor
tourism
-Skillsbase:Low in
manufacturing
investment:
Low
-Inward

Organisational Context
Company characteristics:Pleaserefer
to Table 6.2
-Structural: Shift to teams in 1999
Low
training
-Cultural:
-Control

High, indirect
mechanism:
involvement
by Japanese
Weak discipline
Low trust
High communication

Group Context
Attitude of teams
towards continuous
improvement
schemes:Low level
of commitment
Low extent of social
networking

barrier
Low

-Technological:
diffusion

technology

Low implementation
Low internalisation of Japanesework
systemsat Teniki UK

Source:Seetext
In contrastwith the findings at Teniki UK, the degreeof implementation at Nissera UK is
high and that of internalisation is medium (see Figure 6.5). The location of the company
in a centre for manufacturing and on a greenfield site, high skills base in manufacturing,
strong approachto discipline, high emphasison training (at least till 1997) and medium

level of involvementin socialnetworkingand mediumcommitmenton the part of the
workers at Nissera, UK facilitate the implementation and internalisation of Japanese

knowledge-drivenwork systems.Favourablekey local institutional characteristicsare
moredominantthanthe unfavourablecharacteristicof a high level of industrialdisputein
the area. In contrast to one's expectation,location in a centre for manufacturing and small
supply of unskilled workers facilitate rather than hinder implementation and
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internalisation of work systems.High labour dispute in the area doesnot appearto have a
significant impact on the implementation and internalisation of work systems.There is an
appropriation or translation (Clark and Newell, 1993), rather than emulation, of Japanese
work systems where there is lack of high and direct involvement of key actors (i. e.
Japaneseexpatriates)in Nissera UK's shop-floor activities. This is particularly noticeable
in the period after 1997.

In the caseof Nissera UK, the 'trickling-up, impact on the national level can be observed
in the area of training and education. The forms of training and education shift from a
rather transmissive, classroom mode of imparting skills to a more participative and
interactive mode, whereby workforce gains a more integrated understanding of the

productionsystem.Local practicescaninitiate attitudinalchangein a piecemealfashion.

292

Figure 6.5 The Implementation and Internalisation of Japanese Work Systems at
Nissera UK

Local Institutional Context
-Location site and area:
Greenfield, Centre for
manufacturing
-Skills base:High in
manufacturing
-Inward investment: High

Organisational Context
Company characteristics:Pleaserefer
to Table 6.2
Shift
to teamsin 1997
-Structural:
-Cultural: High training (till 1997),
medium thereafter
-Control mechanism:High, direct
involvement by Japanese
Strong discipline (till
1997)
L,ow-medium. trust
High communication
barrier
-Technological: Low technology
diffusion

Group Context
Attitude of teams
towards continuous
improvement
schemes:Medium
level of commitment
Medium extent of
social networking

t

High implementation
Medium internalisation of
Japanesework systemsat Nissera
UK

Source: Seetext

The findings at the Rover-Honda collaboration (R8/YY project) (see Figure 6.6), as with
those at Nissera UK, suggest high implementation and medium internalisation of
Japaneseknowledge-driven work systems.This outcome is facilitated by a medium skills
base in engineering, high level of training, high and direct involvement by Honda
members, a strong approach to discipline (till the completion of the project in 1989), a

medium level of technologydiffusion, high level of involvementin social networking
level
of commitmentto continuousimprovementschemesamongRover
and medium
members. The location of the company in a traditional home of Britain's car
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manufacturing sparkedworker resistance,particularly on the shop floor. However, as far

asthis researchis concerned,a high level of industrialdisputein the areadid not havean
impact on the implementation and internalisation of work systemsby Rover engineers.

Honda practiceswere 'edited' by those who had not been to Japanor worked with Honda
members, as illustrated by the way Gebba-Kais were implemented upon the divorce of
Rover from Honda in 1994. In other words, the processof 'editing' or local interpretation
by
involved
logics
the
that
work
systems
moulded
alternative
multiple
was
of
actors and
current norms and structures.Consequently,in the absenceof thesekey templates,which
joint
through
engineering team meetings, company visits and any other
articulated
were
form of direct interaction with Honda members,full acceptanceof Japanesepractices was

discouraged.
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Figure 6.6 The Implementation and Internalisation of Japanese Work Systems at
the Rover-Honda Collahoration

Local Institutional Context
-Location: Traditional home
of Britain's car
manufacturing base
base:
in
Medium
-Skills
engineering
-Inward investment: High

%
%
%%
%
%%

Organisational
Context
Company characteristics: Please
refer to Table 6.2
Shift
to teams in
-Structural:
1985
High
training
-Cultural:
-Control mechanism: High,
direct involvement
by Japanese
Strong discipline (till
1989), mediocre
thereafter
Low trust till 1985,
medium till 1990,
high thereafter
High communication
barrier till 1985,
medium thereafter
-Technological: Medium

Group Context

4*_

Attitude of teams
towards continuous
improvement
schemes: Low till
1985, medium till
1989, thereafter high
level of commitment
High extent of social
networking

High implementation
Mediuminternalisation
of Japanese
work systems
on the R8/YY
projectat Rover

Source:Seetext
In spite of the unfavourable institutional characteristics,such as location in a traditional
high
level
industrial
degree
implementation
dispute,
the
and
area
and
of
of
manufacturing
internalisation.of Japanesework systems at Rover on the R8/YY project has relatively
been high. Favourable organisationaland group characteristicshave a major influence on

this outcome.
6.4 Revisit to the Propositions
In Chapter3 (Section3.2), a total of five propositionshad been formulatedabout the
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combined influence of nationally and locally distinct institutional settings on the
implementation and internalisation of Japaneseknowledge-driven work systems.The five
propositions run across a scale (based on Table 3.3 in Chapter 3) composedof distinct
combinations of favourable and/or unfavourable key institutional, organisational and
group characteristics that are likely to have an impact on the implementation and
internalisation of Japanesework systemsin varying degrees.Figure 6.7 (on page 301)
findings.
between
the
the
the
results of
match
propositions and empirical
summarises
Propositions I and 2 representthe extreme points on the scale. Propositions 3 to 5 cover

the possibleimpactof intermediateinstitutionalsettingson the degreeof implementation
below.
andinternalisation.The propositionsareiteratedwith follow-up discussions

Proposition I
Affiliates of firms in highly-institutionalised environments that are operating in
unfavourable institutional settings (as those delineated in Table 3.3) are likely to

low
degree
implementation
internalisation
Japanese
work
of
exhibit a
of
and
systems.

Proposition 2
Affiliates of firms in highly-institutionalised envirorunents that are operating in
favourable institutional contexts (as those delineated in Table 3.3) are likely to

exhibit a high degreeof implementationand intemalisationof Japanesework
systems.

Thesetwo propositions,which represent'ideal' states,are not observedin the cases
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be
They
tested through future research on cross-national comparison of
can
examined.
the diffusion of work systemsin Japanand the UK (see Chapter 7). The same applies to
proposition 5.

Proposition 5
Incoherentpattern of high and low degreeof implementation and internalisation is
likely to develop in settingswhich lack key institutional, organisationaland group

that arefavourableor unfavourable.
characteristics

As the three casesrather display 'intermediate' settings, where some of the favourable

key institutional, organisationaland group characteristicsare more dominant than
unfavourableones,the fifth claim cannotbe testedhere.This alsodeemsfutureresearch.
However,the combinedresearchfindingsacrossthe threesitesindicatethat shifts in the
institutional,
of
organisational and group characteristicscan lead to changesin the
nature
degreeof implementation and internalisation of knowledge-driven work systems.

Proposition 3

Affiliates of firms in highly institutionalisedenvironmentsthat are operatingin
settings in which unfavourablekey institutional, organisational.and group
characteristics
aremoredominantthan the favourableonesare likely to exhibit a
low degreeof implementationandinternalisationof Japanese
work systems.

The research findings on the degree of implementation and internalisation of Japanese
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work systemsat Teniki UK support this claim. The nature of the businesssystemtypified
by 'compartmentalised' structural legacy and 'Taylorist' cultural legacy is representative
of Teniki UK's national institutional context. The diffusion of Japaneseknowledgedriven work systemsis negatively influenced by the company's location on a brownfield
in
for
(which
low
hence
base
in
tourism
a
centre
provides
needs
site
skills
manufacturing,
121
favourable
be
in
taken as unfavourable rather than
this context). Moreover, there is a
to
large supply of unskilled workers (which is also taken here as unfavourable rather than
favourable) in the area. Teniki UK managementfocuses on diffusing explicit practices.
At the group level, there is a low level of commitment and low extent of social
dominant
be
in
These
to
tend
more
characteristics
multilevel
combination
networking.
than the positive impact that a low industrial dispute in the region can have on the
implementation and internalisation of work systems.

Proposition 4
Affiliates of firms in highly-institutionalised envirom-nentsthat are operating in
settings in which favourable key institutional, organisational and group

characteristics
aremoredominantthanthe unfavourableonesarelikely to exhibit
a high degreeof implementationandinternalisationof Japanese
work systems.

There is strong evidencefrom the case studiesto suggestthat the extent to which
The
is
higher
UK.
UK
Teniki
Nissera
than
accepted
at
work
systems
are
at
altemative
local institutional setting of Nissera UK is marked by a large supply of skilled workers

121 Locationin a centredominatedby the serviceindustrywas expectedto limit the implementationand
internalisationof work systems(seeTable3.3 in Chapter3).
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(taken as favourable in this context as opposed to what was delineated in Table 3.3 in

Chapter3) andlocationon a greenfieldsitewith a high inwardinvestment.Moreover,the
companyis locatedin a centrefor manufacturing,which tendsto be more desirableto
Japanesemanagementas the workforcehas the basic skills necessaryfor fundamental
training in continuous improvement schemes.The national institutional environment is
by
not characterised, a 'highly co-ordinated' organisational structure and a 'paternalist'
firm
business
is
located
in
UK
that
the
the
culture,
given
system.
organisational
Nevertheless,favourable key local institutional and organisational characteristics,such as

heavyemphasison culturalandcontrol-relatedpracticesor tacit work systems,aswell as
level
of commitmentand medium extent of social networkingat the group
a medium
level, are more dominant than the unfavourablc characteristics. An analysis of the

degree
institutional
have
led
that
the
to
alone
of
setting
would
national
a conclusion
intemalised work systemswas low.

The Rover-Honda casehas a similar institutional make-up as that of Teniki UK in terms
of its embeddednessin a 'compartmentalisedbusiness' system and the existence of pre-

establishedwork routines. However, Rover's emphasison both tacit and explicit
knowledge over the course of the R8/YY project, relatively high skills base in
engineering,high inward investment and key organisational strategiesdominate to yield a
level
internalisation
of Honda systems.
medium

It should be noted that, unlike what was expectedin Section 2.2.1.4 in Chapter 2, a high
level of implementation of alternative work systemsis not necessarily associatedwith a
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high level of internalisation. Nissera UK and Rover casesindicate that despitehigh levels
internalisation
is
Future
implementation,
Japanese
the
of
medium.
of
work systems
light
impact
likely
have
the
that
to
on the
can
shed
upon
characteristics
an
are
research
level of implementation alone, separatefrom those that are likely to influence the level of
internalisation (seeChapter 7).
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Figure 6.7 Feedback to the Propositions

Proposition 2

Proposition 4

Strong attainment
of high degree
of implementation
and internalisation

Dominance
of high degree
of implementation and
internalisation

Proposition 5
1
Neither high
nor low
degreeof
implementation and
internalisation

Proposition 3

Dominance
of low degree
of implementation
and internalisation

Proposition I

Strong attainment of low
degreeof implementation and
internalisation
I

Full presenceof
favourable key
institutional,
organisational,
and group
characteristics

Institutional, Unfavourable Full presence
Favourable
institutional,
organisational, institutional, of unfavourable
key
institutional,
organisational,
organisational, andgroup
organisational,
characteristics andgroup
andgroup
characteristics and group
characteristics neither
favourablenor dominate
dominate
characteristics
unfavourable

Needforfuture
research

Supported by
Nissera UK
andpartially
Rover-Honda
findings

Supported
Partially
Needfor
by Teniki UK future research
supported
by combined findings
Nissera UK,
Teniki UK and
Rover-Honda
findings

Source: Seetext

6.5 Summary
This chapter has compared and contrasted findings from the case studies on the
implementation and internalisation of Japaneseknowledge-driven work systems in two
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UK subsidiary firms and an Anglo-Japanesetechnical collaboration in the automotive
industry.
has
discussed
It
the variation in the degreeof implementation and
manufacture
internalisation of Japanesework systemsthat reflects locally distinct settings across the
brownfield subsidiary (Teniki UK), greenfield subsidiary (Nissera UK) and technical
(Rover-Honda) collaboration sites. The extent to which work systems are implemented
between
UK
intemalised
Nissera
Teniki
UK
the
and
contrasts
greatly
and
combined
and
the Rover-Honda collaboration (R8/YY project) findings along the following key
dimensions: the local institutional characteristics, such as location site and area and
inward investment; the company size and age and terms of financing; the nature of

diffusedpractices;andthe natureof groupattitudesandthe extentof socialnetworking.
It is arguedhere that work systemsare embeddedat the national and firm levels. The
key
fourth
findings
fifth
In
the
third,
other
words
support
and
propositions.
empirical
have
local
institutional,
characteristics
and
organisational
and
group
national
internalisation
high
low
impact
degree
implementation
the
of
on
and
or
of
predominantly
knowledge-drivenwork systems.
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CHAPTER 7
CONCLUSIONS

This concludingchapterpresentsa review of the key findings that are fed back to the
centralresearchquestion.In addition,the implicationsof researchfindings for theory
developmentandpracticearediscussed.
Moreover,attentionis paid to the limitations of
this study.Lastly, an agendafor futureresearchis presentedandconcludingremarksare
made.
7.1 Key Findings in Responseto the Central Research Question

The degree of implementation and internalisation of knowledge-driven work systems in
three Japanese affiliate firms in the UK automotive manufacture sector has been
described, analysedand compared(see chapters5 and 6). In this context, work systems

are taken as continuousimprovementactivities that are driven by people's tacit
knowledgeas well as the explicit structuraland technicalsystems(seeChapter2). The
diffusion of work systemsis seenasincorporatingpeoplemanagement
(or management
intervention)as well as the internalisationof thesework systemsby users(seeChapter
2). The degreeof internalisationis examinedat two levels, in relation to institutional
embeddedness
at the macronationallevel andembeddedness
of tacit work systemsat the
is understoodas
micro firm level (seeChapters2 and3). Themacro-levelembeddedness
the shapingof work systemsby structuralandculturalunderstandings
of a country,which
constitutedistinctbusinesssystems.Japanese
andUK businesssystemsrepresent'highly
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co-ordinated' and 'compartmentalised' business enviromnents (see Chapter 3). The
highly co-ordinatedbusinesssystemsand paternalist cultural legaciesof firms are seenas

limiting the diffusibility of work systems.In otherwords,the embeddedness
of Japanese
firms in distinct institutional legacieschallengesthe diffusibility of their work systemsto

institutional
is takenasthe extentto which
settings.Themicro-levelembeddedness
other
bound
to tight networks of social relations, whereby the emphasisrests
systems
are
work
knowledge.
is
The
tacit
than
tacit
on
explicit
systems
more
emphasison
aspectsof work
discussed
here
limiting
diffusibility
the
as
also
of work systems(seeChapter 3).

The degree of implementation and internalisation of Japanesework systems has been

local
institutional,
to
the
nature
and
organisational.
and
with
relevance
of
addressed regard
The locationsite andareaandthe associated
groupcharacteristics.
skills basearetakenas
key local institutional characteristics. Strong government support for investment
(constituting anotherlocal institutional characteristic)in the region is seenas encouraging
the diffusion of quality managementstandardsto and the enhancementof skills at the UK
firms.
level,
financing,
At
the
terms
and
organisational
company
of
adopter
size, age and

the nature of the diffused practicesare seen as influencing the implementationand
intemalisationof work systems.At the group level of attitudes,norms and values,the
level of commitmentto the diffused practicesand the degreeof involvementin social
networkingare seenas critical to the implementationandinternalisationof work systems
(see Chapters2 and 6). Based on the review of the literature, along the dimensions of the
historical
and
roots of social institutions, on Japanisation, innovation processes,
nature

and neo-institutionalism,debateson the user-orientedperspectivewithin the innovation
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processes literature and the historical neo-institutional perspective within the neoinstitutional literature are seen as appropriate in identifying a list of key national- and

firm-level characteristics
that areinfluentialin the diffusion of work systems.The social
institutions operating at a national level include the state, financial system,public training
legacies,
legal
In
terms
and
system,
authority
relations
union
strength.
of
cultural
system,
the following aspects are regarded as significant in shaping the diffusion of work
systems: task fragmentation, worker discretion and involvement, managerial control of
work organisation, separationof managersfrom workers and employer commitment to
in
(see
firm
level,
Chapters
2
3).
At
the
the
of
actors
security
and
role
employment
firms
highlighted.
is
The worker response to
alternative
at
adopter
practices
editing
in
incorporating
is
interests,
their
an
systems,
values
acknowledged
work
and
alternative
effort to consider the social patternsshapingthe diffusion process(see Chapter2).

This studyrevealsconsiderabledifferenceswith regardto the diffusion or the extentof
implementation and internalisation across the three casesin the UK automotive sector.

The observeddifferencesare associatedwith the variation in key local, institutional,
influence
The
and
group
characteristics.
of the national and
organisational,
combined

differs greatlyacrossthe three
local institutional,organisationalandgroupcharacteristics
level
high
local
institutional
At
Teniki
UK,
is
the
cases.
environment not supportiveof a
location
knowledge-driven
internalisation
Japanese
The
of the
of
systems.
of
work
for
brownfield
in
is
tourism
site
on
a
a
centre
challenging the acceptanceof
company
base
low
in
The
tourism
the
skills
emphasison
region creates
alternative work systems.
in manufacturing, which is not found to be a favourable condition to imparting
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continuous improvement principles to operators at Teniki UK. In addition to the large
supply of unskilled workers, there is low inward investment and emphasis by
managementon the diffusion of structural practices and 'decontextualised' continuous
improvement techniques. There is also a low level of commitment by groups to such
techniques. The low level of commitment is associatedwith the conflict between preexisting group norms and those required by the new practices. Teniki UK's limited
financial and human resources and emphasis on explicit practices in continuous
improvement schemeshinder efforts to sustainhigh levels of acceptanceof such schemes
among operators. The indirect involvement of a limited number of Japaneseexpatriate
managers and low extent of social networking at Teniki UK results in appropriation of
alternative work systems.Work systemsare translatedby workers who are accustomedto
an alternative organisational routine and adhere to group norms that are different from
those expectedby the Japanese.

The local institutional environment of Nissera UK is considerably more supportive of the
internalisation of Japanesework systems.The combined influence of key institutional,
organisational and group characteristicsencouragesa higher degree of internalisation of
work systemsat Nissera UK. The company is located on a greenfield site in a centre for
manufacturing. This is an area marked by a large supply of skilled workers, providing
Japanesemanagementwith the foundation necessaryfor operators to grasp continuous

improvementtechniquesand philosophies.A sufficient numberof Japaneseexpatriates
in
the subsidiary to diffuse both tacit and explicit practices in continuous
work
improvement schemes.They work within a context of financial stability. There is also a
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higher level of commitment to alternative work systems and involvement in social
networking at the group level than at Teniki UK. Given the absenceof any tradition of
manufacturing under British ownership and the long period spent in operation under

Japanese
ownership,NisseraUK workersdemonstratea higherlevel of internalisationof
the principles of teamwork and self-discipline in improving process efficiency and
product quality than their counterpartsat Teniki UK.

The institutional make-up of the Rover-Honda collaboration does not seem encouraging
at first glance. The location of the UK partner in a centre for traditional British

manufacturingcanbe expectedto limit the implementationand internalisationof work
groupnormsandorganisationalroutinesconflict with the
systems,aspre-institutionalised
requirementsof alternative work systems.For example, the managementsystemof Rover

did not provide much 'independence'to individuals or work groups prior to the
company's collaboration with Honda. The widely-perceived Japanesecharacteristic of
by
followed
Rover workers.
to
small-group
activities
commitment
was not widely
However, the managementinitiatives of establishinga liaison office, shifting to a projectbased structure and emphasising discipline, training, trust formation, social networking
and commitment to joint engineering in 1985 encouraged the implementation and

internalisationof Hondapracticesby Rover engineers.The researchfindings show that
the interplay of actors, resourcesand activities is more noticeablein the technical
direct
is
it
in
brownfield
due
than
the
to
the
case
case
subsidiary
collaboration
involvernentof actors and availability of resourcesin the diffusion of both tacit and
explicit systems.
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On the whole, the diffusibility of work systemsfrom a strong institutional context, such
as Japan, to a relatively weak one, such as the UK, is hindered by conflicting
organisational structures and cultural legacies (Inkpen and Dinur, 1998). The degree of
intemalisation of work systems is not extremely high in any of the three firms. The
original meaning of Japanesesource firms' practices appearsto be difficult for the UK
adopter firms to grasp. The work systems in Japan are embedded in a wider social
context, characterisedby high levels of staterisk-sharing, a credit-basedfinancial system,
intermediaries,
high
strong
market regulation, some union strength, limited public
training system and high trust in formal institutions (Whitley, 1999b). Highly co-

ordinatedbusinesssystemsencouragefirms to rely on establishedrelationshipsto reduce
uncertaintyandcreatepaternalistorganisationalcultures.In spiteof the currenttransition
in Japaneseeconomyand doubts over the successof Japanesemanagementsystem,
employmentstability, flexible personnelpolicies and employeeidentification with the
companyare still predominantlyat play in the automotivesectorin Japan.They work to
createa habitatconduciveto participative,hands-onmanagement,
aswell ascommitment
to continuousimprovementschemes,teamwork and OJT and technical advancement
(McMillan, 1996). In contrast, work systems in the UK are embedded in a
compartmentalisedbusiness system characterisedby industrial relations that are
predominantlymarked by 'arm's length' and typically adversarialrelations between
managementand employees,formal systemsof rules and proceduresthat minimise
reliance on personalrelationshipsand weak systemsin skills training and control.
Compartmentalisedsystems discourage sharing of idiosyncratic knowledge with
business
employeesand
partners.Pronounceddifferencesamongmanagers,supervisors
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desire
for
bureaucratic
the
workers
and
control tend to hinder the development of
and
teamwork (see Chapter 2). Moreover, lower employment security and the associated
lower investment in skills development in compartmentalisedsystems have meant less
attention paid to the significance of employee interests on decision making (e.g. Sako,
1992).

The diffusion of work systemsis also complicated by the variation in emphasison tacit
high
between
Japan
UK.
Work
the
as
of
and
are
seen
systems
and explicit practices
tacitness in Japan due to the reliance on an enviromnent of organisational learning,

decision-making
and on-the-joband continuouseducationat the operational
consensus
level. The humanelementof knowledgeproductionis broughtto the forefront.However,
the UK managers,as discussedin Chapter3, focus more on explicit knowledgethat is
from
is
There
to
separation of ownership
relatively easy measure, control and process.
control and greater inclination to resort to legalistic measuresin interactions. As the cases

in this study indicate,thereis a tendencyfor UK managementto show interestin the
diffusion of structure and technology as opposed to a complex set of meanings attached
to work systems. There have been efforts, such as that of the DTI with Towards
Integration Programme launched in 1987, to increase awarenessof UK management

towardsphilosophiesratherthan technologyas key to Japanese
competitors'success.In
by
in
be
UK
to
the
a
such
of
efforts,
processes
of
adoption
characterised
spite
still seem
diffusion of one or two particularmanagement
techniquesin isolation from the broader
lean
philosophy
of
production.
strategy and
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The influence of nationally distinct social institutions that show divergence in business
local
institutions
that point to divergence within a particular
countries,
systems across
business system, and organisational and group characteristics that highlight the role of
by
interpretation
initiatives
(management
systems
and
work
of alternative
actors
Teniki
by
degree
implementation
is
internalisation
the
across
of
reflected
adopters)
and
UK, Nissera UK and the Rover-Honda collaboration (the R8/YY project).

The degree of implementation and intemalisation of knowledge-driven work systems is

is
it
Teniki
higher
UK
Nissera
Rover-Honda
than
the
at
and
collaboration
at
remarkably
UK. Figure 7.1 provides a condensedoverview of the researchresults.
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Figure 7.1 Summary of the Degree of Implementation and Internalisation and Key
Institutional, Organisational and Croup Characteristics at Play at
Teniki UK, Nissera UK and the Rover-Honda Collaboration
Degree of
implementation
and
internalisation

Teniki UK
Implementation
Intemalisation

Low
Low

Nissera UK
High
Medium

Rover-Honda
R8/YY Project
High
MC(IIIIIII

_ __
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Key Group
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Taylorist cultural legacy
Emphasis on ex licit knowledge
Location site,
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tourism
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investment
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UK business
stein
Traditional
manufacturing
base
Medium
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Company size,
company age
(from

Medium
3 years
Short-terrn
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II years
Long-tcrrn
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orientation

orientation

Attitude of
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of commitment
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networking
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II years (to the
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Source: Chapters5 and 6

311

Tacit cultural,
control-related
and explicit
structural
practices

The results of this study show that UK adopter firms display different levels of
implementation and internalisation despite their presencein the same national business
be
in
implications.
Section
7.2
This
theoretical
on
will
elaborated
system.
7.1.2 In Responseto the Central Research Question

The research findings enable the formulation of the following answers to the central
researchquestion:

"at

is the impact of national and local institutional variation on the

diffusionof knowledge-driven
work systemsin multinationalcorporations'
internationalisationefforts?

It has been found that firms are embeddedin both national and local institutional contexts
favourable
distinct
that
or
are either
characteristics
which are comprised of a range of
implementation
development
degrees
to
the
and
of
of
particular
unfavourable
internalisation. The empirical findings at Teniki UK show that the combined influence of
nationally distinct structural and cultural legacies and local institutional, organisational
internalisation
implementation
to
the
of
unfavourable
and
characteristics
are
group
and
Japanesework systems.At Teniki UK, the combination of a compartmentalisedstructural
legacy and a Taylorist cultural legacy with location on a brownfield site in a centre for
tourism is found to have a negative impact on the implementation and internalisation of
degree
implementation
firm.
low
UK
The
the
and
of
adopter
systems
at
work
internalisation of work systemsis also related to a large supply of unskilled workers, low
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inward investment in the region, an emphasisby managementon the diffusion of explicit
despite
level
low
level.
In
the
an
and
of
commitment
at
group
contrast,
practices

local
business
favourable
influence
the
system,
combined
of
unfavourablenational
institutional, organisational and group characteristics is found to encourage the
implementation and internalisation of Japanesework systems at Nissera UK and the
Rover-Honda collaboration. At Nissera UK, it is found that the combined influence of a
large supply of skilled workers, location on a greenfield site in a centre for
high
inward
investment;
heavy
emphasisby managementon explicit and
manufacturing,
tacit practices; and a medium level of commitment and medium extent of social
knowledgefacilitates
implementation
internalisation
Japanese
the
of
and
networking

driven work systems.The positive influenceof an emphasison both tacit and explicit
base
high
in
high
inward
investment
the area on the
skills
and
and
practices,
implementation and internalisation of alternative work systemsalso applies to the RoverHonda collaboration. The impact of thesethree characteristicsis more dominant than that
of Rover's location site. The time element in working with alternative work methods

both
Nissera
impact
be
It
the
three
that
the
of
characteristics.
noted
should
strengthens
UK and the Rover-Hondacollaborationare older sites than Teniki UK. In short, the
empirical evidencefound in this study underpinsthe conclusionthat the relative ease
internalised
implemented
and
systems
of
multinational
corporations
are
which
work
with
by adopter firms varies with the nationally and locally distinct nature of a range of key
institutional, organisational and group characteristics.
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7.2 Theoretical Implications
7.21 The Institutional Embeddednessof Economic Organisations
The propositions that were deduced from the analytic framework in Chapter 2 were
linked to the empirical findings in Chapter 6. In-depth analysis of three case studies;
namely Teniki UK, Nissera UK, and the Rover-Honda collaboration (the R8/YY project)

in the UK automotive sector have generatedinsights into how UK adopter firms
knowledge-drivenwork systems.A comparativecase
implementandinternaliseJapanese
firms
influence
UK
has
light
Japanese
MNCs
the
three
across
affiliate
of
upon
shed
study
locally
distinct
institutional
diffusion
Japanese
the
of
and
nationally
environments
on
of
work systems to the UK (see section 7.1). This supports the arguments in the neo-

institutionalliteratureon the institutionalembeddedness
of economicorganisations(see
Chapter 2). A striking point to note here is that the nature and influence of key
institutionalcharacteristics
candiffer from regionto regionwithin the samesectorin the
same country (see Chapter 6). The degreeof implementation and internalisation of work
systems is likely to vary accordingly. In other words, the nature of the same type of
institutional characteristics,such as skills level in a given region, can vary considerably
located
different
in
business
in
that
the
sites
are
across
a single country, or
samenational
system. This variation also applies to characteristics at the organisational and group
levels. The degreeof implementation and internalisation, shapedmainly by location site,
company age and size, terms of financing, nature of diffused practices, group attitudes
and extent of social networking, across the three firms is specific to the given sites,

despitethe fact that the firms are underthe influenceof the samenational institutional
characteristics.
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The findings here contribute to the debate on the divergence of capitalist systems to
which authors such as Campbell et aL (1991) and Hollingsworth and Boyer (1997) have
contributed. At the same time, the findings differ from existing observations on neoinstitutionalism in that empirical evidence is provided on different regional institutional
systemsin the UK within the samesector,taking into account the difference in the nature
diffused
of
practices. Finn level analysis complements regional level analysis by
differences
in organisational and group characteristics across different
the
considering
local institutional settings. Consequently, this study rejects the argument that there is
convergencein institutional systemsdue to the pressuresof globalisation. Whilst there is
some evidence to suggestthat the 'path-dependent' distinctiveness of national forms of
capitalist organisationsstill apply (Ferner, 2000), firms are not as unifonn or isomorphic
within each capitalist systemas is suggestedby authors such as OrrU'et aL (199 1). As the
study shows, the diffusion of practices across nations does not necessarily promote
convergence. Rather, there is 'persistent differentiation' (Djelic, 1998) when local
institutional differences and the role of actors at the firm level are taken into account in

diffusion
to
the
examine
of work systemsacrossnations.
order

In brief, the contributionof this researchis two-fold: first, it contributesto the historical
by highlightingthe historicalinfluencesof a businesssystemon the
neo-institutionalism.
subsequent development of institutional arrangements and the associated limits to
homogenisation of ways of operating; second, it contributes to the debates in the
innovation processesliterature by demonstrating the importance of actors and agency in
the diffusion of work systems in a new empirical context, that of a shop floor in the
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diffusion
learning
importance
Knowledge
on the
and
occur
equal
with
automotive sector.
do
in
knowledge-intensive
firms
floor
they
as
such as consultancies, software
shop
companies and innovation centres. Hence, the research is not based on a singlefirms.
is
knowledge-intensive
type,
that
the
commonly researched
organisational

This study also presents multilevel influences on the intemalisation of Japanese
knowledge-driven work systems.There are very few multilevel comprehensive studies
that focus on both structure and processin the diffusion of work systemsacross nations
(exceptions include Maurice et aL, 1986; Sorge, 1989,1996; Child and Loveridge, 1990).
For example, Sorge (1996:73) highlights the structure and flow aspectsof organisational,
human resources, industrial-sectoral, labour market and technical dimensions in the
creproductionof societal patterns'. However, the empirical sample in his work includes
European firms alone. The significance of the present study rests on its efforts to bring
together discrete strandsof work. The focus is not on social patterns of interaction at the
firm level alone. This study contributes to the minority of studies that have addressedthe
(e.
innovation
(e.
Porter,
1990)
technological
g.
of
nations
g.
and
sectoral characteristics
Pavitt, 1984). The focus is on the role of social institutions in explaining the dynamics of
is
highlight
diffusion.
influences
Hence,
the
there
to
structural
systems
an
attempt
work
on diffusion as well as the process of internalising work systems within organisations.
The focus on the internalisation processeliminates a static orientation that is commonly
In
focuses
1994).
in
innovation
(Wolfe,
implementation
that
alone
research
on
observed
both
In
(Sorge,
1989).
technical
the
study
considers
words,
and
social
arrangements
other
findings
following
influences
(1983),
Rogers
the
the
this
of
study shows
accordancewith
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(i)
diffusion
the
the adopter firm characteristics,and (ii) the social
of
systems:
on
work

network to which adoptersbelong.Hence,structuralcharacteristicsare not taken as the
of the diffusionof knowledge-drivenwork systems.The studyalso
primary determinants
demonstrates
that the natureof work systems(i.e. tacit cultural and control-relatedand
explicit structural and technologicalfeatures)can influence the implementationand
interrialisationprocess.

The current study moves away from a deterministic perspective on diffusion towards an
investigation of the nature of characteristics that are likely to influence diffusion
diffusion
how
influences
interact.
is
The
the
the
and
process
unit
of
analysis
processes
itself. Hence, the study incorporates process-oriented research that involves cross-

implementation
description
influence
the
that
the
conditions
and
of
sectional
internalisationprocess.This researchdiffers from the work of researchersin the
innovation processesliterature, such as Norton and Bass (1987) and Attewell (1992), by
its
beyond
influence
the
scope
of organisational and work systems
extending

characteristicson the extent of work systemsdiffusion to include the influence of the
local
institutional
and
characteristics.
national

Work systemsare treatedhere as relatively changingentity. At the micro-level, the
highly context-dependentJapanese knowledge-driven work

be
systems can

gappropriated' upon their diffusion to a different business system (Clark, 1987). At the
macro level, work systemsthat are closer to institutional norms and practices of adopter
firms may be more widely diffused. In contrast to the isomorphism and convergence
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(e.
in
theory
the
g. DiMaggio and Powell, 1991; Abrahamson,
neo-institutional
arguments
1996), adopter firms do not necessarilymimic a particular work systemthat they consider

highly effectiveandefficient.The researchfindings suggestthat firms attemptto locally
interpret alternative work systemsrather than submit to environmental pressurestoward
isomorphism. Incompatibility in institutionalised patterns of operating is not shapedby
technical efficiency criteria. There is an enactmentthrough social patterns of interaction
in organisations. Organisations are simply not driven to incorporate practices and

work that are
proceduresdefinedby prevailing rationalisedconceptsof organisational.
institutionalisedin society.As the casesin this study show, there is not a standard
acceptanceof alternative work systems.The diffusion of systemsincorporates variability
in actors' responses in similar institutional environments such as the same national
institutional setting. For instance, in the context of this study, similar continuous
improvement activities vary in the extent of their implementation and internalisation
is
due,
least
in
This
in
the
three
to
the social
companies.
at
variations
across
part,
environmentsin which they are embedded(Hollingsworth and Boyer, 1997).

7.3

Practical Implications

7.3.1 General Implicationsfor Management

As was pointed out in Chapter2, the diffusion of work systemscan be regardedas a
critical managementissue, for it is closely associatedwith competitivestrength.The
implementationand internalisationof work systemshas implicationsfor the quality and
productivityof the outputproduced.The quality andproductivity concernsrequirewellthought-out and planned human resource practices that can allow tacit knowledge of
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employees to develop and interact with the firm. Firms that are familiar with the
knowledge-driven nature of their work systems can be expected to invest in the people

they hire andtrain in orderto impartboth the techniquesandphilosophiesof continuous
improvement schemesto them. For example, high employee turnover, which is seenas a
problem in sustaining the Japanesetraining system in UK adopter firms, suggestsa need
to adopt a long-term perspective to developing employees. It is argued that the largest
return on investment in training can be recovered only over a long-term relationship
(Cutcher-Gershenfeldef aL, 1998). Hence, it is important to allow time to build sustained
interdependent relationships and to invest in social contracts. This also means
in
improvement
to create an
tacit
as
well
as
explicit
practices continuous
emphasising
for
learning
is
that
and creativity. Some of the specific micro-level
a nexus
environment
internalisation
identified
in
in
implementation
this
the
and
study
as
salient
characteristics
knowledge
inputs
knowledge-driven
Japanese
to
systems
creation.
work
can
serve
as
of

For example,the level of trust and communicationassumesan increasedsignificancein
knowledge creation of the addedimportance of people in organisations.

This study shows that the sense-makingprocess of employees has a role to play in the
implementation
of alternative work systems. A long-term perspective and
effective

hands-onapproachto management
maybuild the employeecommitmentnecessaryin the
implementationof alternativework systems.It is alsoadvantageous
to be sensitiveto the
local institutional characteristicsor social attributespertainingto each location site in
finn-specific
(1997)
boundaries.
Fruin
As
and
recreating
skills
across
national
nurturing

shows,emulationandadaptationratherthanimitation tendsto work. The interpretationof
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definition,
job
job
security,
such
as
employment
seniority
and
practices
employment
designs, staffing and skilling

deployments has implications for the effective

implementation of continuous improvement schemes.Given that "workplace-centred, coheart
human
the
strategies
are
at
resource
of Japan's industrial success and
operative
features
distinctive"
it
is
important
(Fruin,
212),
1997:
to
this
approach
are
of
several
held
is
improvement
the
as
at the
of
continuous
understanding
recognise and reflect
diffused
be
be
Having
to
the
can
comprehensive
view
of
practices
a
source company.
helpful in facilitating the implementation and internalisation of work systems within the
firm. In other words, structural, cultural, control-related and technological practices need

to be diffused in combinationfor an integratedunderstandingof a sourcefirm's work
for
for
implications
innovations
has
This
that
opportunities
generating
provide
systems.
just
is
knowledge
It
the results,
the
not
of
sense-making
and
creation,
process
growth.

that drivescontinuousimprovement.

This study raises managerial awarenessto the implementation of corporate policies at
different organisationallevels. The intention has been to highlight the inner workings and
tensions within affiliate firms of multinational corporations through a multilevel study
that systematically compares workers' and managers' views through interviews and

participantobservation.The interestin the processof internalisingwork systemscan
in
divergence
insights
into
dynamics
between
forces
the
of convergenceand
reveal
industrial
in
forms
institutions
of
managerial
and
organisationof work, as well as
in
fit
institutional
Management
the
additionto
can
consider
envirom-nents,
with
relations.
in
investments
indicators,
to
when carrying out strategic analyses prior
economic
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failure
international
to
the
risk
of
reduce
of start-up operations or
overseasmarkets
alliances.
7.3.2 Implicationsfor Firms in the Automotive Sector

Apart from the general implications for managementaddressedin the previous section,
issues applicable to the current fundamental shifts in the UK and Japaneseinstitutional
environmentscan be discussed.
Changing Institutional Environments

By now, firms in the automotivesectorare well awareof the changesin work systems
that havesweptthroughthosevehiclemanufacturersof the 'West' which have soughtto
in
"In
Europe
Japanese
their
the USA, that processof change
competitors.
and
emulate
hasbeengiven addedimpetusby the arrival of Japanese
transplantassemblyplantsanda
growing R&D presence,togetherwith the arrival of Japanesecomponentssuppliers"
(GEAC, 1999).The automotivesectorhas beencontinuallytransformingin the way in
business
is carriedout, with 'Western' vehicle manufacturersemulatingthe new
which
lean manufacturingand supply practicesof the Japanesecomponentsuppliersand car
manufacturers.This transformationtends to blur the boundariesof national business
systems.The acceleratinginternationalisation
of Japanese
work systemssetsthe rules of
competitionin the UK automotivesectorin that firms in this sectorare urged to invest
heavily in the developmentof knowledgeand sufficient production capacityto avoid
slipping into the role of marginalplayerswith unfavourableprospectsin the future.
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With respectto the rapid industry-wide restructuring, the UK automotive sector seemsto
have an advantageover its Japanesecounterpart.In comparison to the businesssystem of
Japan,the compartmentalisedsystemof the UK is weakly institutionalised in terms of the
(see
firms
located
in
its
Chapter
3).
Hence,
ties
of
obligational
of
nature
competences

122
be
borders.
For
regardedas more mobile across
compartmentalisedsystemscan
form
is
(2000:
32)
"knowledge
in
Ferner
that
relatively
stored
argues
codified
example,
transparent and accessible and, therefore, is readily transferable between business
business
knowledge
US
He
the
the
capabilities
of
regards
and
organisational
systems".
firms as explicit and codified, in comparisonwith those of Japanesefirms, allowing them
to be reproduced in foreign settings. It is argued that weak obligational ties allow
be
to
more receptive to altemative work practices and
compartmentalised systems
have
in
1999c).
Firms
(Whitley,
the relevant
compartmentalised systems
competences
institutional make-up to capitalise on the knowledge of others, as they are likely to be
discourage
fragmented
training
to
accommodate
systems,
more extemally-oriented

highly
knowledge
in
than
those
co-ordinated
explicit
and
emphasise
collaboration
businesssystems.

The Japanesebusiness systemhas also witnessed an ongoing restructuring process since

the early 1990s.However,this changeis more commonlyobservedin the financial than
have
For
Japanese
tasks
sector.
example,
analysts'
roles
and
manufacturing
company
changedto includeresponsibilityover primary as well as secondarymarkettransactions

122However, mobile competencesare not necessarily associatedwith effective and efficient systems of
production. For example, the fact that firms in compartmentalisedsystems may not have major overseas
operations is not dependenton the mobility of competencesalone. Such firms' systemsmay not be seen as
efficient and effective.
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with the liberalisation of the Japanesefinancial market (Kubo and Saka, 2002). The
traditional Japanesemanagementsystem,basedon lifetime employment and a seniorityýbasedsalary system (Sako and Sato, 1997), faces challengeswith the 'Westernisation' of
the financial industry (Hamada and Horiuchi, 1999). It should be noted that the Japanese
financial industry interacts more readily with the 'Western' financial industry. Hence, it
is influenced to a greater degree than, for instance, the Japaneseautomotive or the
industry.
electronics

The interactions of Japanese firms with generally Anglo-Saxon firms in home or
international markets appear to have an impact on the broader institutional context,
labour
in
the
market Japan (Koike, 1993 in Kubo and Saka, 2002). Although
especially
there is a shift away from traditional, centralised bureaucracies to greater inter-firm
collaborations, this is not strongly felt across all institutions in Japan. The threat of
external competition has only recently been perceived as a -problem. The blurring of
institutional boundaries of the Japanesebusiness system is much slower than that
observed in the UK. It is far more difficult to initiate change in institutions that have
grown strong roots in distinct cultures and social processes. For example, the
in
Japanesesociety is claimed to deprive researchers and
embedded
egalitarianism
incentives
the
to pursue creative and innovative studies (Hirao,
of
economic
scholars
2001). The national system of industrial relations in Japan is strongly institutionalised
and integrated in tightly-knit, obligational.networks (Alter and Hage, 1993; see Chapter
3). Its highly co-ordinated business system tends to discouragereceptivity to alternative
Given
the strong embeddednessin networks of mutual obligations and
systems.
work
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commitment, firms in the Japanesebusiness system implement incremental, continuous
change.This is well illustrated by the slow transformation of the Japaneseeconomy since
the burst of the bubble in the early 1990s(e.g. Dirks et d, 2000).
7.3.3 Implicationsfor GovernmentPolicies

The results from the analysis in Chapter 6 reflect the role of government in the
in
the implementation and internalisation of alternative work systems
sector
automotive
by UK adopter finns.

The government has a drive to pursue a policy of extending 'manufacturing excellence'

in everypart of the UK. The diffusionof work systemsin the spreadof such'excellence'
is seenas vital to the country's ability to competein the future and to createwealth
through productivity improvements acrossthe whole economy. This is no wonder given
that manufacturing "accounts for about a fifth of our [UK's] national income with almost
E150 billion of output per year" (Byers, 2001). Manufacturing processesare undergoing
transfonnation as a result of increasing competition from newly industrialising countries,
improvements in productivity, generally consequenceof automation and new technology.
The role of government is to help manage this change in the manufacturing sector. It
could equip people to create conditions that enable individuals to meet the challenges.In
invest
in
the
government
can
skills in order to make the most of 'new' work
other words,

systemsto raiseinnovationin every region as well as provide a platform for economic
inflation
low
andsteadygrowth.
stability with
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The findings of the presentresearchprovide a partial answerto the following government
policy related question: "what is the impact of foreign investment on the UK labour
relations and management systems?". Although commitment to improving UK's
manufacturing basehas improved in terms of an increasein inward investment (some L6-

8 billion in 2000)in the automotivesectorin general,resourcesarespecificallyallottedto
regions that are most affectedby industrial restructuringand most dependenton the
manufacturingindustry(Byers,2001).This meansthat regionspopularfor tourism,such
as that of Teniki UK, are not given the opportunity to benefit from the activities of
industry forum adaptationprogrammes,'best practices'in productionand supply chain
managementor the activities of ManufacturingExcellenceCentres.An increasein the
skills level in regions that are less dependenton manufacturingmay facilitate the
adoptionof manufacturingphilosophiesandtechniquesin copingwith shifting demands
in the industryandencouragelong-termoutlook on sustainingexpectedquality, cost and
deliveryoutcomes.Governmentinitiativesto increasethe skills level of the workforcein
the location area of Teniki UK may (in combinationwith the appropriatemanagerial
strategies)createthe environmentnecessaryfor the implementationandinternalisationof
knowledge-drivenwork systems.For instance,the UK government'sinvestmentin Wales
to createa 'premier' location,infrastructureandcostbaseis seenashavingyielded some
following
key benefits:commitmentto quality, loyal skilled workforce, low unit
the
of
labour costs and high productivity, vibrant economy geared for significant growth,
facilities and infrastructuregearedto suit the needsof internationalbusinesses,and
administrationthat is supportiveandwelcoming(Invest.UK, 2000).
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The government could be sensitive to the impact of institutional (local as well as
national) characteristics on the effective running of knowledge-driven Japanesework
for
following
firm
level
in
UK
the
the
the
reasons: first, the manufacturing
systems at
(Byers,
2001)
is
to
to
the
and,
ability
as
vital
country's
compete
globally
sector regarded
in
is
to
the
the
service sector
manufacturing sector seenas only running second
second,
2000).
in
(Invest.
UK,
terms
employment
growth
of
output
and
recent years

7.4 Limitations of the Present Study
The researchdesign and conceptualframework are not without their limitations. As
findings,
the
the generalisability of results to sectors other
of
external validity
regards

than that of the automotive, such as the service sector or other sectors within
be
taken with caution. The context-specific perceptions of
should
manufacturing,
be
directly
If
the nature of the
to
not
applicable
other
sectors.
participants
may
research
firm
between
Japanese
British
the
the
members can
source
and
adopter
relationship
distinguish the meaningsattachedto the use of alternative work systemsacrosssites, then
differences can be expectedto arise between different manufacturing sectorsthemselves.
However, the focus of this study has been on the processof work systemsdiffusion rather
than a comparison of structural characteristics and their impact on easily codiflable
performance outcomes such as profit ratios and efficiency rates. Hence, there are reasons

identifiedin the study,particularly
to believethat the salientorganisationalcharacteristics
the interplayof actors,resourcesandactivitiesin a network,would have a wide level of
in
has
been
be
(Mansson,
1986).
An
to
attempt
comprehensive this
made
applicability
levels
investigation
diffused
This
to
the
of
with
regard
practices.
and
nature
of
research
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broad coveragemay at times have been more prevailing than the need to provide an indepth analysis within a particular level of investigation and/or form of practice. For
has
in
investigate
the
the
to
study
not
allowed
researcher
processes
example,
macro-level
detail. Rather, the diffusion of work systems is systematically analysed at the local

institutional and firm levels within a specific sector.A cross-nationalcomparisonof
in
has
limited
been
due
Japan
UK
to
the
the
scope
companies
and
not
carried
out
paired
123
of the research. Hence, it has not been ascertainedin great detail how key national
institutions-the
social

state, financial system, public training system, legal system,

listed
in
Chapter 2-directly
and
union
strength
relations
authority

or indirectly influence

the local institutional characteristicsor the actionsof management.Future researchis
on the
neededto detail the natureof the influenceof nationalinstitutionalcharacteristics
diffusion of work systemswithin the two countries.As this study stands,the impact of
institutions
is
discussed.
theoretically
only
social
national

Another limitation of this study is that the range of key characteristicsthat are identified
as having an impact on the diffusion of alternative work systemsis not all-encompassing.

Futureresearchthat is ethnographicin naturecan identify other relevantcharacteristics
influential characteristics
that can explainthe sameoutcome.Nevertheless,
are identified
here through a multilevel analysis.Insights into the diffusion of work systemsare
providedthroughresearchthat combinesmicro- andmacro-levelanalyses.Hence,it has
beenpossibleto identify organisational-and group-levelcharacteristicsthat channeland
constrainactionsof adoptersin the putting to practiceand acceptingknowlcdge-driven
123Under a different researchdesign, it would have been possible to conduct a comparative study of the
diffusion of work systemsin the UK and the Japanesecontexts.
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work systems. A process dimension to investigating the diffusion of work systems,
highlighting the role of managers and workers in the process, has been added to the

study. Moreover, possiblemutual influencesbetweenvarious local institutional and
organisational.characteristicshave been suggestedwherever possible. For instance, the
involvement
in the activities of the adopter firms could be linked to
Japanese
of
nature
the organisational characteristicof company age. In addition, this researchlends itself to
'method of difference' in comparative case study (Djelic, 1998). For example, firms

locatedin the sameindustryareselectedin sucha way that two of the companies(Teniki
UK and Rover) are of similar local institutional environment, whilst the remaining
company (Nissera UK) has a dissimilar local institutional setting. This research design

provides stronger empirical evidence about the influence of local institutional
characteristicson the diffusion of Japaneseknowledge-driven work systems.

The present study has been limited to analysing the combined influence of characteristics
levels.
Furthermore, salient characteristics that are likely to influence the
multiple
at

degreeof implementationalonehavenot beendetailedor distinguishedfrom thosethat
have
likely
to
an impacton the degreeof internalisation.Rather,it hasbeenassumed
are
that higherlevel of implementationof a particularpracticeis associated
with higher level
of internalisation of that practice (see Section 2.2.1.4 in Chapter2).

It should also be noted that although, at the firm level, salient tacit elementsof
improvement
schemes,suchas the level of commitmentandtrust, havebeen
continuous
highlightedin this study,a particularsequence
andprioritiesthat canguidethe processof
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putting alternative work systemsto practice is not reported. Instead, the importance of
managing the interdependencebetween tacit (i. e. largely the intangible) and explicit (i. e.
largely the tangible) componentsof continuousimprovement schemesin diffusion efforts
is highlighted.

7.5 A Future Research Agenda

The outcomesof this study show pointers to the future as follows:

First of all, the impact of nationally distinct institutions on the implementation and

internalisation,of alternativework systemscan be examinedin the UK and Japan.The
fed
back
in
ftirther
findings
6
Chapter
to
the
that
that
were
propositions
revealed
research
researchis neededin testing the full presenceof favourableand unfavourablekey
institutional, organisational and group characteristics through a direct comparison of
diffusion processesin Japan and the UK. Research into more cohesive institutional
here
investigated
than
those
require a cross-nationalstudy of firms that are
environments
highly reflective of their national businesssystem, rather than researchbased on MNCs.
For example, Ferner (2000) contendsthat host systemsjust as much as parent systemsare

institutional
heterogeneity.
be
In
business
to
other words, national
systemsmay
prone
characterisedby heterogeneoussub-systems,reflected by regional or sectoral differences.

Stronger empirical evidence can be provided with regard to the impact of the institutional
between
the structural and cultural legacies of 'highly co-ordinated' systems
variation

andthoseof 'compartmentalised'
systemsby expandingthe empiricalbaseto includethe
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US business system, which is also classified as a 'compartmentalised' system (Whitley,
1999b). Furthermore,the conceptualframework can be expandedto test for the degreeof
in
learning
by
firms.
has
been
Although
there
source
a mention of the extent
and patterns
to which Teniki, Nissera and Honda were willing to learn from their affiliate firms, this
has not been discussedin detail here. Future research can investigate the diffusion of
be
highly
from
firrns
firms.
This
UK
Japanese
to
a
would
source
adopter
work systems
inefficiency
in
light
debates
investigation
the
the
the
of the
of
current
on
relevant
Japanese management system. Sectoral differences in patterns of learning can be
in
highly
Functions
transformation
that
co-ordinated systems
are
undergoing
explored.
be
impact
transfon-nation
this
the
systematically
on performance outcomes can
of
and
firms
learn
(1993:
"try
Westney
65),
Japanese
instance,
to
For
to
may
according
reported.
from and adapt some of the adjustmentsto their organisational patterns not only for their
future plants in Europe but for their Japaneseplants as well, as the Japaneseinstitutional
124
diffusion
investigation
The
the
time,.
of organisational
of
environment changesover
include
impact
be
to
the
of these practices on stakeholder
extended
can
practices
how
in
For
the
the
the
case of
automotive sector, one can examine
example,
relations.
Japanese cultivate close supplier linkages. Do the Japanesewant to reinforce and
institutionalise the production organisation of the branch plant? As the Rover-Honda
collaboration casein this study shows, diffusion of structural, cultural, control-related and
technological practices can include the shift towards enhanced supplier relations,
its
in
firm
the
site
a partnershipcan
use
suppliers
as
guest
engineers
on
adopter
whereby
style working relationship. If there is an intention to reinforce the production

124These changes can include shortage of skilled labour, which may necessitategreater employment of
women and the move to greater flexibility of rewards (Westney, 1993).
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by
how
is
this
affected
organisation,
recent advancesin IT, global procurement,increased
outsourcing and changeto the supply chain that are currently influencing the shapeof the

automotivesector?How is the developmentof firm-specific skills influencedby these
recent trends?

Secondly, the researchfindings can be linked to financial indicators so as to demonstrate
how the diffusion of knowledge-driven work systems in intemationalisation efforts
it
became
MNCs'
For
to
performance
such
as
profitability
relates
and growth.
example,
apparent during data collection in the two subsidiary firms that Japanesemanagement
diffuse
know-how
firms
displayed
increasingly
to
the
reluctant
as
concerned
weak
was
financial performance and inability to develop their own knowledge base. The link to

financial indicatorswould allow for a stepwiseanchoringand weighing of the more
qualitative field study findings. A survey could complementqualitative case study
research.

Thirdly, further researchcould be carried out to provide evidenceof the impact of
institutional variation acrosssectorswithin the sameand/ordifferent national business
This
can enhancethe externalvalidity of the presentresearch.For example,the
systems.
financial servicessectorcan be includedto increasethe empirical base.The research
could aim to answerthe following question:arepracticesof firms in the financial sector
for
information
task
to
structures
as
specialisation,
communicating
such
and adding value

firms
development
diffusible
than
the
programmes
core
of
more
practices
andpersonnel
in the automotivemanufacturesector?Child and Loveridge(1990:12) demonstratethat
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there are variations in choice, dialogue, power and process across banking, health care
in
Belgium, Hungary, Italy, Sweden, the United Kingdom and
sectors
and retailing
Germany, China, Poland and Yugoslavia "arising from influences specific to the
historical, cultural, social and economic context as well as from a degree of
indeterminacy in the process of deciding on a given technological innovation7'. They
for
introduction
information
to
technology (IT). They show that
multiple
paths
of
argue
the process of discussing and negotiating results in different applications of the same
in
different
institutional
The
technology
microelectronic-based
sectorsand countries.
and
legal framework for decision-making and values that impinge upon authority, control,
job
definition are shown to be among the key influences.
solidarity and

Similarly, even though the research takes into account the nature of the relationship
between the Japanesesource and the UK adopter firms in the diffusion of work systems,
it does not include different ownership structures such as the variation between statefirms
and
private
or unionised and non-unionised firms. The sample of firms
owned
investigated can be enlarged depending on the dominance of a particular ownership
in
institutional
interest.
the
setting
of
structure

Fourthly,duringthe analysisof data,it becameevidentthat Japanese
expatriatesactedas
in
diffusion
the
of work systemswithin the firm. Similarly, Sharpeet aL's
agents
crucial
(2000) findings show that expatriatemanagersplay a centralrole in creatingnetworks,
co-ordinatingand mediating expectationsand realities or 'translating' understandings
betweenlocal managersand membersat the Japanese
headquarters.
Futureresearchcan
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provide greater detail of information on their role in skills and trust formation in

partnerships and the implications of their diffusion efforts across international
for
building
firm-specific
collaborations
competences.Such researchcould focus, for
example,on how and under what circumstancesJapaneseexpatriatestranslatetheir
experiencesin a particular business system to suit the local needs in other institutional
enviromnents.

Fifthly, actors' process of translating alternative work systems can be studied in more

detail. For example,one can examinehow tacit knowledgeis convertedinto explicit
knowledge (and vice versa) in the context of an engineering design? As Ferguson
(1997:58) contends, "the machines and structures designed by engineers could not be

built if sensualknowledge in shop and field did not range far beyond its visual
component".In otherwords,sensualnon-verbalknowledgeandsubtleactsof knowledge,
that is the knowledge and skills of workers, is crucial to engineeringdesign. An empirical
investigation can provide insights into how knowledge of current practice and products
and a growing base of first-hand knowledge and insights gained through critical field
observation of engineering projects and industrial plants yield creative designs. Such

knowledge
be
linked
to
the
to the
conducive
on
processes
extemalisation
of
can
research
notion of creativity, and this may vary acrossnations (e.g. Appleyard, 1996). In the
1950s, this notion became a fad that swept through the US engineering schools. The
interest in a creativity craze waned a decadelater (Ferguson, 1997). However, the notion
is
important
it
today
as
as
was in the 1950s. The training systems that
of creativity

encouragethe use of intuition and non-verbal thought, rather than single-answer
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125
designs.
One can
problems, may be more conducive to the production of creative
home
in
investigation
the
country
effect
one's
of such training systems.
consider
Researchdoeshint that knowledge creation processesin different sectorssuch as science,
technology and legal may differ, for example, in terms of the reliance on explicit
knowledge as in documentation(e.g. Robertson, 1999). Therefore, it would be interesting
to look at this further.

Lastly, it was suggestedin this study that the firm level could have 'trickling-up' impact
on the regional and national levels (Djelic, 1999). This impact could be observed on the
firms.
discussed
in
location
industrial
As
the
the
was
areas
adopter
relations
of
of
nature
in Section 7.3.2, the UK institutional enviromnent is in the processof transfon-ningwith
the growth in JapaneseFDI and emulation of Japanesemanufacturing processes.The

impact of this transformationon public training systems,role of the state, financial
be
legal
can
explored through
authority
relations
and
union
strength
system,
system,
future research.This can be a means of avoiding environmental determinism that can be
ascribedto neo-institutional theory.

7.6

Overview

A comparisonof the degreeto which work systemsare implementedand internalisedin
three affiliate firms of JapaneseMNCs in the UK automotive sector has raised
in
in
diffusion.
Japanese
The
embedded
contrasting extents
source company's systems,

the distinctnationalcontextof highly co-ordinatedsystems,arefound to be challengedat
125The use of intuition and non-verbalthought refers to the ability to think pictorially, not just
mathematically(Ferguson,1997).
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the national and firm levels by a conflicting set of structural and cultural legacies and an
emphasison explicit practices embeddedin compartmentalised,systems.The Tcniki UK
case displays a setting in which predominantly unfavourable institutional, organisational

contributeto a low degreeof implementationandinternalisation
andgroupcharacteristics
and an appropriation of Japaneseknowledge-driven work systems. The company is
embeddedin an institutional environment that discourageshigh levels of commitment to
improvement
schemes. In contrast, the Nissera UK and Rover-Honda
continuous
institutional,
in
favourable
cases
exhibit
a
setting
which
collaboration
predominantly
high
degree
to
of
organisational and group characteristics contribute
a relatively
implementation and internalisation of work systems. At the national level, similar to
I
Teniki UK, Nissera UK and the Rover-Honda collaboration are embeddedin a business
system that discouragesemphasison tacit knowledge, team culture, senseof discipline,

favourable
local
knowledge
Nevertheless,
and
sharing.
a
combination
of
co-operation
institutional, organisational and group characteristics, including supportive managerial
initiatives and worker response, has a positive impact on the implementation and
internalisation of work systemsat NisseraUK and the Rover-Honda collaboration.

This thesis has highlightedthe influence of nationally distinct structuraland cultural
legacies;and local institutional,organisationaland group characteristics(including the
knowledge
firm
diffusion
level)
in
the
the
the
emphasis
placed
on
of work
at
on
variation
in
firms
MNCs. The resultsindicatethat, despitethe trend
of Japanese
affiliate
systems
towards globalisation, there is in effect-a diversity or differentiation in the adoption of
alternative work systemsthat are strongly embeddedin distinct forms of businesssystems

335

by adopter firms that are embedded,comparatively, in weakly institutionalised settings.
This issue has implications for managementand the government, in particular, due to the
diffusion
of
work
systems
association
with competitive strength. Nevertheless, there is
still a large uninvestigated field of researchwith regard to institutional compatibility in
the area of work systems diffusion, especially in demonstrating the impact of the
diffusion process on MNC's financial performance. This would provide for more
practical solutions to management.
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Appendix I

Overview of Organisations Involved in the Explorative Stage of the
Research

Explorative study
Organisation

2

3

4

5

Form of
ownership
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Ikeda Hoover Ltd.
(manufacturerof car seats) Ikeda Bussan,
Japan(5 1%)
Johnson
Controls, USA
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Subsidiary of
Hoya Lens UK Ltd.
(manufacturerof optical
Hoya Holdings
N. V.
products, vision care)
(Netherlands)
which is part of
the Hoya
Corporation,
Japan
Joint venture
Telecom Modus
(telecommunications)
ERA
Technology
Ltd., UK (40%)
NEC, Japan
(60%)
Subsidiary of
Teniki UK Ltd.
(carbon canisters,air
Teniki Ltd.,
intake systems)
Ja an
Unipart Yachiyo
Joint venture
Technology Ltd.
Unipart Group
(manufacturerof pressed
of Companies
steel body componentsand (UGC), UK
(48%)
sun roof assemblies)
Honda UK
Manufacturing
(10%)
Honda Trading
Europe (5%)
Employee
Benefit Trust
(3%)
Yachiyo Kogyo
of Japan(34%)
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Participants

Interview date

(British)
General
Project
Manager

12 June 1998

(British) MD

22 June 1998

(British) MD
of ERA
Technology
Ltd.

17 August 1998

(British) MD

21 August 1998

(Japanese)
MD

26 August 1998

6

R-TEK Ltd.
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for
automobiles)
products
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pressedcomponents)
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Employee
Bencfit Trust
(3%)
Yutaka Giken of
I Japan(34%)

365

(Japanese)
Company
secretary

16 September
1998

(Japanese)
MD

22 October
1998
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Appendix Il

List of Interviewees

List of interviewees at Teniki UK
Tcniki UK
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visit per month;
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June 1999

I
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International Operations
Department
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DevelopmentDivision
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367

14 June 1999

14 June 1999
15 June 1999
16 June 1999
17 June 1999

30 July 1999
30 July 1999
30 July 1999
30 July 1999
13 September1999
12 April 2000

13 April 2000
13 April 2000

14 April 2000
14 April 2000
14 April 2000
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Rover Group
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Positions of the participants at
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for anonymity)
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Manager of Rover Group Proi
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(British) GeneralManager of
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D
Leader
(British) Logistics Operations
Mana er
(British) Electrical Group
E
Leader
(British) Principal Electrical F
Engineer
(British) Principal Systems
G
Engineer on Rover 800
(British) Principal Electrical H
Engineer
(British) Chief Designer
(British) Principal Electrical 1
Engineer
(British) Team Leader
J
(British) Principal Electrical K
Engineer
(British) Design Director
(British) Principal
L
Mechanical Engineer
(British) Design and Development
1Engineer
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13 April 1999
15 April 1999
16 April and 21
May 1999
23 April 1999
7 May 1999
7 May and 21 June
1999
10 May 1999
12 May 1999
14 May 1999
24 May and 21
June 1999
27 May 1999
2 June 1999
22 June 1999
22 June 1999
23 June 1999

22
23

Honda Motor Co.
Ltd.

24

(British) Project Engineer on
Central Components
(British) Senior Manager in
Manufacturing Integration
(current)
(Japanese)Ex-director of Rover
Collaboration at Honda Motor
Europe (HME)

21 July 1999

(Japanese)Manager at Rover
Liaison Office of Honda Motor
Europe
(British) PurchasingDivisional
Manager,Honda UK
Manufacturing (HUM)
(Japanese)Executive VP of Honda
R&D Europe
(Japanese)Principal
HA
Engineer (currently
Assistant Chief Engineer)
(Japanese)Principal
HB
Engineer (currently
Assistant Chief Enaineer)
(Japanese)Principal
HC
Engineer (currently
Assistant Chief Engineer)
(Japanese)Project member on the
XX project (currently Production
Planning Manager)
(Japanese)Project Manager
(currently MD of Honda
Foundation)
(Japanese)Project Leader
(currently MD of Car
DevelopmentDepartmentat
Nissera Ltd. )

29 April 1999

25 August, 9
Septemberand 6
October 1999
17 April 1999 (by
e-mail)
and 30 March 2000
(in Japan)

(Interviews in the
UK)
25

26

(Interviews in
Japan)

27
28

29

30

31

32

33
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22 September1999

29 March 2000
29 March 2000

29 March 2000

29 March 2000

3 and 4 April 2000

5 April 2000

13 April 2000

Appendix III

The Interview Protocol

The researchparticipantswere familiar with the researchobjectivesand the background
of the researcherprior to the scheduledmeetings.Generalinformation on the name,
position and roles and responsibilities of the participants, interview dates and times, as
well as the name of the organisation,were recorded at eachsampledfirm.

Name of the organisation:
Name of the participant:
126
Position of the participant :
Date of the interview:
Start and end time of the interview:
Nature of the job (i. e. roles and responsibilities):

List of interview questions

I.

Institutionallevel

Institutional level questionswere directedto local developmentagenciessuch as the
Economic Developmentand Tourism Units and the District and Borough Councils.
Secondarysourcesof informationsuchas newspaperarticleswere also used.Questions
(which were in generalthe samefor all three sampledfirms) centred.on the following
issues:
126In the caseof Rover, participant's current position
as well as that at the time of the R8/YY project was
asked.
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1. Age and skill level of the labourforce
2. Employment by sector as an indicator of tradition of manufacturing
3. Level of unemployment in the area
4. Number of overseascompaniesin the region
5. Governmentinitiative for (inward) investment
6. Level of industrial dispute

Questionsdirected to Teniki UK and NisseraUK
ii.

Organisational Level

1. What was the organisationlike beforethe acquisitionby Teniki? (only applicableto
Teniki UK)
2. With what purposewas the subsidiary established?
3. How is the subsidiary financed?
4. Would you say that you have 'Japanised'?
4.1 What is the role of technology in this process?

S. How differentis managinga brownfieldsite from thatof a greenfieldsite?
6. Have there been structural changes?

7. What is the role of the parentcompanyin the subsidiaryfirm's operations?
7.1 What is the natureof therelationshipwith the parentcompany?
7.2 How successfulis it?

8. What kind of cultural and managerialdifferencesbetweenthe subsidiaryand the
parent finn do you perceive?
8.1 How are thesemanaged?
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9. Which practices* of the parent finn are transferred* to the subsidiary9
10. Do you feel that the working relationship between the parent company and subsidiary

finn couldbe better?
10.1 What couldbe donedifferentlyto improveit?
11. What is the parent company learning from its subsidiary?
11.1 What mechanismsare there for sharing ideas?

III.

Group Level

12. How are parent company's practices, such as continuous improvement activities,

transferredto the subsidiaryfirm?
12.1 Is there an emphasison documentation?
13. How did the Japanesetrain senior managers?
14. What are the barriers preventing the adoption of Japanesepractices at the subsidiary

firm?
I S. Is quality assessmenteffectively implemented at the subsidiary firm?
16. Is there a different level of resistanceto different types of transferredpractices?
17. Which factors* make it easier for the employeesat the subsidiary firm to accept* the
parent company's practices?

18.Which practicescouldnot be successfullyimplementedat the subsidiaryfirm?
18.1 Why?

19. What implicationshas the introductionof Japanese
practiceshad for the subsidiary
firm's pcrformance?
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* The terms 'transfer', 'practices', 'factors' and 'accept' were used instead of 'diffusion',
'work systems', 'characteristics' and 'internalise' in the interviews for ease of
communication with practitioners. Effort was made to avoid the use of academicterms.

Questions directed to the Rover Group and Honda Motor Co. Ltd.
ii.

Organisational Level

1. What was the nature of your relationship with Honda [Rover]?
I How successfulwas it?
1.2 Why?

2. Wastherea cleardivision of responsibilitybetweenHondaandRover?
3. Which Hondapracticesweretransferredto Roverin general?
4. How did the local practice/customlimit the extent to which Honda ideas were
acceptedat Rover in general?

4.1 Wastherea differentlevel of resistanceto differenttypesof practices?
5. Which practices could not be successfullyimplemented at Rover?

5.1 Why?
6. Which practicesdisappeared
overtime at Rover?
6.1 Why?

7. What kind of cultural andmanagerialdifferencesbetweenRover andHondadid you
perceive?
7.1 How were thesemanaged?
8. What did Honda learn from Rover? What did Rover learn from Honda?
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III.

Group Level

9. Which Honda practices were transferred specifically to the collaborative project you

wereinvolvedin?
9.1 Did you make use of thesepracticesin the joint project?
9.2 How were thesepractices transferred?
9.3 Was there an emphasison documentation?
10. Which factors helped in the transfer process?
11. Which factors made it difficult to transfer practices?
12. How did the local practice/custom limit the extent to which Honda ideas were
joint
level?
Rover,
the
at
specifically
project
at
accepted

12.1Wastherea differentlevel of resistanceto differenttypesof practices?
13.In yourjoint developmentof the Rover200/HondaConcerto,what mechanismswere
there for sharing ideas?
14. Would currently available knowledge databaseson the intranet have contributed to
if
Rover
200/Honda
they
the
time
the
were
relations
available
at
of
working
effective

Concertoproject?
IS. Do you feel that the working relationshipbetweenRover andHondaengineerscould
havebeenbetteron the Rover200/HondaConcertoproject?
15.1 What could have been done differently to improve it?
16. What did you learn from Rover at a project and an individual level?

16.1How would you implementwhat you learnton the Rover 200/HondaConcerto
[Japanese]
firm?
joint
British
another
a
similar
nature
with
of
project on a
project
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Appendix IV

Conference and Seminar Papers Presented to Scholars on the
Theoretical Framework and Preliminary Findings of the Cases

I Date
September16-19,
2000

July 2-4,2000

I Conference

I Title of the paper

ESRI Thematic
Workshop on Forms
of Transnational
Governanceand
Pathsof Economic
Development
(granted free
accommodationand
travel grant up to
DKK 4000)
16"' EGOS (European
Group for
Organisation Studies)
Colloquium
(granted scholarship
in the amount of FIM
2000)

I Venue

Institutional Limits
to Implementation
of Work Systems:
A Comparative
Study of Two
JapaneseMNCs in
the UK

Lisbon,
Portugal

The Role of
Institutional
Elementsin
'Economic'
Organisations:A
Comparative
Study of Two
JapaneseMNCs in
the UK
Barriers to
Embedded
Knowledge
Transfer in an
Anglo-Japanese
Engineering
Project
Barriers to
Embedded
Knowledge
Transfer in an
Anglo-Japanese
Engineering
Project

Helsinki School
of Economics
and Business
Administration,
Helsinki,
Finland

June11- 16,2000

The 3'" European
Project Management
Conference
(chaired the CrossCultural Issues
stream)

April 10,2000

Visit to MIST
(received a grant of
Y50,000)

September24-28,
1999

Institutionalising
ESRI (European
the Economic
SummerResearch
Organisation
Institutes) Ph.D.
Summer School on
Comparative Study of
Economic
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Project
Management
Institute (PMI),
Jerusalem,
Israel

Schoolof
Knowledge
Science,Japan
Advanced
Institute of
Scienceand
Technology
(JAIST),
Institute of
Organisation
and Industrial
Sociology,
Copenhagen
Business

I

September1-3,
1999

Organisation
(granted ESRI
scholarshipup to
ECU 700 and travel
grant up to ECU 250)
British Academy of
Management
Conference(BAM
'99)

July 4-6,1999

15thEGOS
Colloquium

May 5,1999

IROB (Industrial
Relations and
Organisational
Behaviour) Seminar
Series
BPRC Focus Group
on Knowledge
Managementand
Networking
ft invitation)
l4uEGOS
Colloquium

November 16,
1998

July 9-11,1998

School,
Copenhagen,
Derunark

Institutional
Sociological View
of Knowledge: Its
Transfer from a
JapaneseParentto
a UK Child
Company
Different
Epistemological
Positions of
Knowledge:
Advocacy of the
Institutional
Sociological View
Beyond an
Economic View of
Knowledge

Manchester
Metropolitan
University,
Manchester,
U.K.

Knowledge
Managementin
Interorganisational
Alliances
Interorganisational
AlliancesTransition Zone?

University of
Warwick,
Coventry, U. K.
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University of
Warwick,
Coventry, U. K.

University of
Warwick,
Coventry, U. K.

Maastricht
University,
Maastricht, The
I Netherlands.

Appendix V

Change in Employment at Teniki UK

Sourcc: Teiliki UK Ltd.
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Appendix VI

Sales and Profit Trends between 1993 and 1999

Sales (f)
Profits
Fiscal Year
25,259,000
1991
-0.2
28,891,000
1994
-41.7
34,487,000
1995
-268.3
42,251,000
1996
-241.3
52,984,000
5.1
1997
59,936,000
45.4
1998
50,750,000
100.0
1999
N. B. Profits are calculated in comparison to the figure in 1999

Sales and Profit Trends
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10,000,000
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-300

Year

Source: General Affairs Department,Nissera
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Appendix VII

Key Events in the Rover-Honda Relationship

Date

Event

September1978

First contact in Tokyo

October 1978

Working meeting in San Francisco

April 1979

First joint pressrelease

December 1979

Triumph Acclaim agreementsigned

1981

Triumph Acclaim launched

1982

Rover 800/ Honda Legend project commenced

1984

Rover 200 launched(replacedTriumph Acclaim)

1985

R8/YY Project commenced (2nd generation Rover
200/400, Honda Concerto)
Rover 800 launch, Rover build subcontract Legend for
Honda, Rover build subcontractBallade for Honda
Honda build subcontractRover 800 in Japan

1986
1987

1991

Rover 200/Concerto launch, Honda open UK factory
at Swindon (HUM), HUM supplies power units for
Rover 200/Concerto
20% cross shareholdingbetween Rover and HUM,
Rover 600/Accord project commenced
2ndgenerationRover 400/Civic commenced

1992

HUM-built Accord launched

1993

Rover 600 launched,Crossroadlaunched

1994

BMW purchase Rover Group, HUM-built
launched
Rover 400 launched

1989

1990

1995

Source: Liaison Office, Rover Group
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Appendix VIII

The Benefit Scale

benefit gained
The benefit scale,in which the vertical axis indicatesRover-perceived
from the relationshipwith Hondaovertime.
In the early years, from 1981 to 1988, the benefit was in excessof incremental product.
From 1988 onwards, in addition to incremental product, Rover was claimed to have
benefited by'learning from Honda'.

Benefit
Gained

81 82 83 84 85 86 87 88 89 90 91 92 93
Time (years)
Product: -

Learning:

Source: Rover Group, Liaison Office
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Appendix IX

Honda Motor Company's Communication Network

A data link is not available in Honda's 50-50 collaborations. Rather, there is heavy
emphasison people transfer.

HCMT(HoW-dI(
factory)'

Dealer

ASH
(Asianfrhalland
Operation)

HondaR&D

H=da R&D
America
9r a

Honda
R&D
g'

America
Honda

Toch

Honda
Hon:
Headquarters
aaq rters

Paris
wig

A

Honda
49ý
HondaUK
Etrope
Ma., Wurin
GHENT
E=
I
C
COMPLA
.

paper
copies

u wa
lel

Dealer

Sarvices

Co.
(3
Motor
Ltd.
Honda
XX
the
Source:Interviewwith Japanese
at
projectmemberon
April 2000)
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