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ALTERNATIVE HUMAN RESOURCE MANAGEMENT SYSTEMS IN KOREA
AND TAIWAN
Many researchers have observed the trend toward workplace transformation in the US
and other countries (Appelbaum & Bait, 1994; Kochan, Katz, & McKersie, 1986). Such “high 4
performance work systems” (HPWS) typically involve greater worker autonomy and
participation, ~ Since workplace transformation has also taken place in Asian countries {(Bae, in 4.
press), we can compare the HPWSs of both indigenous firms and MNC subsidiaries. This study
provides an comparative empirical analysis of HRM strategies and systems in two very -
significant countries in East Asia which have not be extensively researched in this regard:
100 Taiwan and Korea. It seeks to discern the role of factors such as a firm’s country-of-origin and 410
organizational culture might have in influencing such practices.
THEORY AND HYPOTHESES 4
Following Beer et al. (1985), we investigate four broad HRM policy areas: HR flow
(recruitment, selection, training, and development), work systems (control, teamwork, job -
specificity), reward systems (wages and performance assessment), and employee influence
(employce participation and ownership).  Although conceptually distinct, research suggests that, .
in practice, they are interrelated and define a continuum of “bundles” of HRM practices. This

B continuum is be conceptualized as ranging from a “buy-bureaucratic” to a “make-organic” type : ,
of HRM system (Bae, 1997). The “buy-burcaucratic” type of HRM is roughly equivalent to
151 “cost reduction” or “control” type of HRM systems, while “make-organic” type of HRM is 415
equivalent to “commitment maximizing” or “high performance work systems” (Arthur, 1992;
L Pfeffer, 1994; Walton, 1985). Organizations with a “make™ orientation place emphasis on the -

internal development of human resource compelencies, while those with a “buy™ orientation seek
to acquire such competencies through the external market. The terms “organic” and -
“burcaucratic” are related to behavior management of employees (Wright & Snell, 1991) and are
familiar to organizational theorists.  “Bureaucratic” organizations achieve control and -
coordination via rules and procedures, while the internal culture and employee commitment to -
the organization are central to “organic” organizations, - .
What, then, might make for the differences of HRM policies of firms in cross-national
201 settings? This convergence hypothesis implicd that employment systems can and likely will 420
converge across cultural and national boundaries through the impetus of market forces.
L However, comparative historical analyses of production and HRM/IR systems have questioned -
convergence theories (Dore, 1973; Taira, 1992). Thus national culture and its impact on
organizational practices have been the focus of studies in several areas, such as organizational .
development (Jaeger, 1986), organizational control (Baliga & Jaeger, 1984), choice of entry
L mode (Kogut & Singh, 1986), sirategic issucs (Schneider & Meyer, 1991), recruitment and -
training (Lawler, 1994; Lawler, Atmiyanada, & Zaidi, 1992; Moore & IsHak, 1989), and
L personnel selection (Adler, 1987; Lawler & Bac, 1996). “
Three basic determinants of the HRM practices in MNC subsidiaries may be the host
250 country environment, the carry-over effects of the parent firm’s home country environment, and
organization-specific factors (Yuen & Kee, 1993). Although these factors may affect the HRM
- practices of subsidiaries, it is less obvious as to which factors and to what degrees they might .
impact HRM practices. ‘
L MNC Home-Country Effects.  Lawler et al. (1992) found that an MNC’s home country -
had effects on both employment practices and HRM professionalization. Their research
= suggested that Western firms operating in Thailand had more rationalized BRM systems when
compared to Asian firms (Thai and Japanese). However, MNC subsidiarics often face structural
- and institutional barriers that could prevent the complete transferability of HRM systems to other
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countrics (Amante, 1993). In addition, many foreign subsidiarics in newly industrializing
cauntries (NICs) have “ready-to-leave mind sets” under hostile investment (Bae, in press). The
“make-organic® HRM system suggests a long-term perspeclive and orientation on the part of
management with respect to its employees. Consequently, we would expect indigenous firms to
utilize, in general, such an approach fo a greater extent than MNCs subsidiaries (Hypothesis 1.
However, among MNC subsidiaties, Japanese firms are cxpected to have a greater propensity to
utilize a “make-organic” type of HRM systems than Western subsidiaries due to cultural and
physical proximity {(Hypothesis 2).

Host-Country Effects. As studies in comparative have shown, HIRM systems differ
across countries. Although Korea and Taiwan have many commen features in economic
development and share cultural roots, many organizational, structural, and institutional features
are quite different. In Taiwan, firms tend to be smaller and family operated, whercas Korean
firms tend to be larger and associated with chaebols or Korean conglomerates, Thus, we would
expect Korean firms to be more likely to pursue “buy-bureaucratic™ approaches than Taiwanese
firms (Hypothesis 3). However, this might be attributed mainly to size rather than cultural
differences, so the impact may not exist after controlling for organizational size, Such effects
could also catry over to MNC subsidiaries that operate in these countries through a process of
diffusion.

Q{_‘g&‘@@!?_—f]{gfjﬁi@ﬁ‘_&?ﬁ. Beyond national cultural and institutional variations, we
expect that there would be between-company variations in HRM practices. Factors that could
alfect HRM strategy of individual firms include organizational stralegy, firm size, management
values regarding human resources, and technology. Here, we take HRM as a possible influence
on HRM strategy. Tt is suggested that the values of top management are an important in
shaping organizational structure and culture, as well as HRM strategy (Burlon, 1995). This
suggestion has been a critical issue from McGregor’s (1960) argument for the importance of the
assumptions-we make about people, through more recent assertion for (he importance of core
values and cultures for effective organizations (Peters & Walcrman, 1982), up to the recent
writings on HRM strategy and high involvement management, which emphasizes the
significance HRM and people as a source of competitive advantages (Barney, 1991; Lawler,
1991; Plefler, 1994; Snell et al,, 1996).  All (hese arguments emphasize adequate management
values, Lewin and Yang (1992) found that HRM values affected various HRM policies. The
HRM values of senior executives in Japanese and U.S. firms operating in the U.S. were
positively related to the presence of written human resource plans, employee training programs,
fiexible work rules, and non-financial and financial participation programs. Thus we would
expect that organizations with management that strongly values the role of HRM and people in
the organization are more likely to have “make-organic” HRM strategics (Hypothesis 4).

RESEARCH METHODS

A questionnaire was developed for this survey to assess the various components of a
firm’s HRM system. The questions focused on HRM practices with respect only 1o non-
managerial employees. The questionnaire also assessed factors such as the size and industry of
the firm.  The questionnaire, which had been translated into both Korean and Chinese, were
administered to individuals with principal responsibility for HRM in a random sample of firms in
both countries.  The sample consists of a total of 188 firms, of which 66 were indigenous. Tlhe
MNC subsidiaries represented American, Japanese, and European [irms.

Dependent variables Tor this study include HR flow, work systems, reward systeimns,
employec influence, and a composite measure of the HRM sysiem as a whole. Independent
variables include unionization, industry, firm size, ownetship type, the values of management
regarding HRM, and country dummy for both home and host countries.
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A total of 37 Likert-items were used to measure HRM practices, which capture the
aspects of most HRM practices mentioned above.  The derivation of these scales is discussed in
creater detail elsewhere (Bae, Chen, and Lawler, {orthcoming). Tirms that are high on the AR

fow scale vtilize extensive selection and training procedures and have relatively high job

security. The work systems scaie covers job design and confrol types. Firms at the upper end
of this scale tend to use broadly defined jobs with crriched designs, team-based work
organization, and so forth. Narrowly defined jobs and a greater presence of rules and formal
controls characterize firms at the lower end of the scale. The reward system scale reflects the
degree of the linkage of performance and pay level and the presence of employee ownership
programs. Firms at the high end of the scale emphasize pay for performance, gain sharing,
and/or profit sharing. The employee influence scale measures the extent to which employees as
stakeholders are involved in decision making in job-related and organizational issués. High
values represent high employee involvement and autonomy.

In all of these scales, high values represent "make-organic” type of HRM system; while
fow values means "buy-bureaucratic” type of [IRM systems.  Not surprisingly, then, scales are
highly intercorrelated. Thus, we have also generated a composite index of the HRM system as
a whole that is constructed by summing all four HRM policy area scales. This index ranges
along a continuwm from “buy-bureaucratic’ at the lower end to “make-organic™ at the higher end.

Independent variables inciude dummy vatiables indicaling a firm’s country or region of
origin (USA, Europe, Japan, or indigenous, with indigenous firms as the reference (excluded)
category) and host county (Taiwan or Korea, with Taiwan as the reference (excluded) category).
Following Bae (1997), the management ARM values scale is assessed using six items that were
adapied from Lewin and Yang (1992). Questions about management’s prioritization of human
resource issues in the firm, management’s valuation of human resources in relation to financial
resources, and management’s beliefs about the contribution of HRM policies and practices to
firm performance are used to construct this scale. The items also measure the significance of
people vis-a-vis the firm's profits and the belief of managemeit that people and human resource
practices are sources of a finm's competitive advantage. Therefore, firms scoring high on this
scale fend to assign high priority to HRM concerns.,  Firm size is defined as the number of full-
time employees. It is measured as the natural fogarithm of the uumber of full-time employees
(Blau & Schoenherr, 1971; Snell, 1992).

Several contrel variables not intended to test speciiic hypotheses are also included: union
status (a dummy variable that is coded 1 when the {irm is unionized, 0 otherwise), industry (a
dummy variable coded as | for manufacturing firms, 0 otherwise), and ownership type (a dummy
vatriable coded as | for joint ventures, other wisc).

RESULTS

All of the scales constructed had reliabilities (Coefficient o) of over .80, which is
indicative of high reliability. We did separate regression analysis (ordinary least squares) on
the four specific HRM scales defined above (IR flow, work systems, reward systems, employee
influence) and the composite scale. The results are reported in Table 1.

F-tests show that all five regressions are significant at .01 level. As for the control
variables, unionization has no significant effects at all. Industry (manufacluring) has a positive
effect on employee influence, and larger firms are more likely to have exlensive selection and
training. Joint ventures vis-a-vis wholly owned firms are ncgatively related to the work system
and reward system scales.

The HRM values scale is significant in all five analyses. The resulis are also consistent
with Hypothesis 4 in that a higher score on this scale is associated with a “make-organic” rather
than a “buy-bureaucratic” HRM strategy. In the case of home-country effects, Western firms
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(botly American and European firms) are niore likely, when compared to indigenous, firms to
have performance-based pay, higher level pay, and extensive performance appraisals. However,
both Japanese and European firms have negative cocfficients for employee influence, indicating
that these firms provide less autonomy to their empioyees compared to indigenous firms. When
the composite scale is considered, it seems that American firms are more likely to utilize “make-
organic” HRM strategies than indigenous finms (which are not significantly different in this
respect than the European {irms) and, ironically, that Japanese firms are the least likely of all to
utilize “make-organic” systems. Thus, Hypothesis 1 would seem to be rejected, as indigenous
firms do not show much proclivity to employ “make-organic” approaches to a greater extent than
foreign firms (at least Western firms). Moreover, Hypothesis 2 is clearly rejected, as Japanese
firms are the least likely to utilize “make-organic” systems.

In the case of host-country differences, {irms situated in Korea (regardless of country of
oricin) have significant positive coefficients for work system, indicating that Korean firms have
broader and team based job designs when compared to firms operating in Taiwan. The Korean
caefficient for employee influence is negative, showing that Korean firms provide less autonomy
and participation epportunities to their employees compared 1o Taiwanese firms. And for the
composite scale, firms cperating in Korea clearly are less likely to pursue “make-organic”
strategies than firms operating in Taiwan, which supports Hypothesis 3.

DISCUSSION

The research reported in this study examines HRM practices in two leading Asian
countries-Korea and Taiwan. It involves a quantitative assessment of the similarities and
differences in HRM practices in these iwo countrics. A priori, ‘we might have expected
Japanese firms are most likely to pursue “make-organic” HEM strategies as they seem to at
home. Yet probably the most interesting result of this study is that firms leading the way in this
direction today are, in fact, American {irms. One reason for this might be that American firms,
pressed by the demands of globalization, have seemingly been the most active in recent years in
introducing HRM systems that support greater organizational flexibility. Indeed, managers in
Asia seem lo talk increasingly of the “Americanization” of management systems-at all levels, not
just in the HRM area. Thus, are research is clearly reflective of this trend. However, another
finding seems to be that host-country and home-country national cultures, while important in
influencing HRM practices, may be less significant than the dominant corporate cullure of the
firm (as evidenced by the strong linkage between HRM stralegy and the HRM values of
management.

TABLE 1
REGRESSION RESULTS
HR Work Reward Employce Composite
Flow Systems Sysiems Influence Scale

Constant 1.076%** 2.304%** 2177%%* 1.849*+* 1.851%%*
Labor Union 022 -.155 -.039 -.051 -.056
Industry -.034 040 134 A81* .080
Log of Size J24%k* -.012 005 037 039
Joint Venture 107 -254%% -.266%* 078 -.084
Home
Country:

USA 088 196 ki ek =071 200**

Japan -.144 -241 -.249 - 409* -261*

Europe -.022 .034 280%* - 348+ -014
Korea as Host
Country -051 209* -.129 -G55*4* - 156**
HRM Values S526%* J10re 366%** A6E*x* AL
R? 534 260 415 492 542
F Values 22.880*** TO4ZHE** 14.180*** 19.343% ¢+ 23.094%¥*
* p<.10
* % p < 05
* kK p < 0]
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I. Please answer the following essay question in English (50%)

It has been said that a test of theory is how useful it is in practice.

a. Cite two theories that in your opinion are useful in the practice of
restructuring organizations.

b.Identify and define the main concept that makes up both theories.

c. Describe specific restructuring situations in which both of these
theories have or could have practical application and describe what that
application would be for both theories.

1. Please answer the following essay question in English (50%}):

There are three central themes in HRM at the millennium around which
HRM professionals need to gain increased understanding: 1. new

‘organizational forms and new psychological contracts; 2. the need for

partnership in the employment relationship; 3. the drive for multiple
and parallel flexibilities within organizations. Their corresponding
questions are as follows:

1. New organizational forms and new psychological contracts. What
are these changes? How should HRM professionals cope with the
pressures created by these changes? (+0/)

2. The need for partnership in the employment relationship. What
types of new structures and mechanisms can we build to foster
participation and involvement at work? Will these recent institutional
developments within modern organizations enable us to create and
sustain high levels of performance? Why and how? (! $%)

3. The drive for multiple and paralile}l flexibilities within
organizations. What are these employment flexibilities? Does
flexibility mean an era of threat or promise? (1§77 5

‘Elaborate on each question related to these three themes. Keep your

gssay concise.
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