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DECISION-MAKING STRUCTURES IN UNITED STATES AND JAPANESE

MANUFACTURING AFFILIATES IN THE UNITED KINGDOM:
SOME SIMILARITIES AND CONTRASTS

1. 'Introduction

The aim of this paper is to compare and contrast some aspects of the
decision-making process in United States manufacturing affiliates in the
United Kingdom in the early 1950s, with that in their Japanese counterparts in
the early 1980s. In so doing, it identifies some of the more important
country-of-origin differences in the decision to invest in the United Kingdom,
in ownership patterns in organisation structures, and in the way in which
decisions are taken; and also some of the changes which have occurred both in
the international economic scenario and in the character of multinational
hierarchies over the intervening three decades. It also relates these issues
to recent advances in the theory of international production, i.e. production
financed by foreign direct investment.

2. Data sources and method of analysis

In the early 1950s, the author undertook a survey_of some 205 United
States manufacturing subsidiaries in the United Kingdom.l These affiliates

accounted for between 90 and 95 per cent of the output of 'all United States
manufacturing offshoots. The survey covered all aspects of their operatioms,

including their organisational form and locus and patterns of
decision-making. Each of the subsidiaries was visited and interviews
conducted with one or more senior executives. Not all the executives were

prepared to give information about the structure and mechanism of their
decision-taking, but 150 were, and the data on United States owned
subsidiaries used in this paper were derived from this source.

Nearly 30 years later, the author undertook a similar survey of Japanese

manufacturing affiliates.? Some 26 of these were identified and visits
paid to 22 of them. Once again, information was sought and for the most part

obtained of the ways in which decisions were taken, both within these
subsidiaries and between the subsidiaries and their parent companies.

The main part of this paper compares and contrasts the 1locus of

decision-making authority and the characteristics of the decision-taking
process in a variety of functional areas. However, it 1is difficult to

identify the extent to which such differemces that do emerge are specifically
due to the country of origin of the affiliates, and how far they reflect other
distinguishing features between the two groups of firms, e.g. size, industrial
composition, ownership patterns and, perhaps most important of all, the
30 years' difference in the time of the surveys.

At the end of the day, the attribution of similarities and differences to
one or more causes must be a matter of judgement. Data simply do not permit
any econometric evaluation of explanatory variables. But, as we hope the
paper will show, we can get a long way by examining the features of two groups
of firms, their motives for investing in the United Kingdom, the very
different ecomomic and cultural background from which they originate, and the
major differences in the economic environment facing inward investors in the
1980s from in the 1950s. It is these and similar questions we take up in the

"next section.
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3. United States and Japanese participation
in the United Kingdom industry

3.1 The extent and pattern: The facts

In December 1953, United States manufacturing affiliates employed about
3 per cent of the total labour force in the United Kingdom manufacturing
industry and accounted for about & per cent of all manufacturing sales.
Since ‘the corresponding figures for 1981 (Business Statistics Office) were
10 per cent and 15 per cent respectively, it can be seen that United States
direct . investment . in the United Kingdom industry was considerably 1less
significant than it is today. Nevertheless, it already had a léong history.
Since 1929, at least (when the first US_cemsus of overseas assets was
conducted), the United Kingdom had consistently remained the second largest
recipient of the United States direct investment in manufacturing (after
Canada) and in the 1950s was by far and away the most favoured location in
Europe.3 ‘

Thirty years later, Japanese manufacturing MNEs were just beginning to
make their presence felt in the United Kingdom In December 1982, there were
only 26 Japanese manufacturing affiliatesa (compared with at least
250 United States subsidiaries in 1953). They employed 5,375 people
(compared with over 250,000 in American subsidiaries in 1953) - a minute
fraction, just 0.05 per cent of the total United Kingdom manufacturing labour
force, and only 0.5 per cent of the employment in all foreign manufacturing
affiliates. - Their =~ corresponding . shares of United Kingdom - and
foreign-affiliate manufacturing sales were 0.08 per cent and 0.40 per cent.
‘In the main, Japanese manufacturing investment in the United Kingdom is of
very recent origin. The first post-war manufacturing affiliate - YKK
Fasteners - was not set up until 1969, and it is only since 1979 that the
scale of Japanese participation has become at all noticeable.

The industrial structure‘of the two groups of foreign affiliates is set
out in table 1. While more than one-half (54 per cent) of employment in
United States affiliates in 1953 was within the engineering and motor vehicles
sectors, no less than 76 per cent of the labour force of Japanese affiliates
in 1983 was in consumer and industrial electronics. The chemical sector
accounted for 12.7 per cent of employment of United States affiliates and
2 per cent of Japanese affiliates. ' v

However, in spite of these differences, there is one important similarity
between the two groups of affiliates, viz. they both strongly favour the more
technologically advanced and/or faster growing' sectors of United Kingdom
industry, and those producing branded consumer goods with a high income
elasticity of demand and advertising intensity.  In 1953, for example,
43.8 per cent of employment in all United Kingdom firms was in the traditional
sectors of metal manufacturing, textiles, food, drink and tobacco, woodwork,
and paper and printing, which accounted for only 14.5 per cent of employment
of United States affiliates. In 1983, less that 10 per cent of employment of
Japanese subsidiaries was in these industries; of the rest, nearly

.

three~quarters was in the consumer electronics sector. alone.

3.2 The extent and pattern: ‘The explanation

In the 1958 study, little attempt was made to explain the extent and
pattern of United States participation in United Kingdom industry in terms of
any general. theory of foreign direct investment (FDI) or international

production. It wasy however, noted that the sectors in which the
concentration quotient? of United States affiliates was greater than 1, were

those in which their parent companies had first evolved an innovatory and/or
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Table 1: Percentage distribution of employment of United States and Japanese
manufacturing affiliates by selected industrial sectors

Us (1953) Japanese (1982)

Employment yA Employment 7
Chemicals 31 300 12.7 106 2.0
Electrical goods 13 600 5.5 4 059 75.6
Non-electrical engineering . 77 000 31.3 698 13.0
Vehicles 56 000 22.7 0 0.0
Precision instruments 16 200 6.6 324 6.0
Textiles and clothing 3 900 1.6 42 0.8
Others 48 200 19.6 146 2.7

246 200 100.0 5 375 100.0

Source: J.H. Dunning: American investment in British manufacturing industry
(london, Allen and Unwin, 1958); and idem: Japanese participation
in UK industry (London, Croom Helm, 1986).

entrepreneurial advantage and that this, in turn, reflected the particular
factor endowments, market requirements and the institutional infrastructure of
the United States economy. The specific competitive or ownership—gpecific
advantages of United States firms identified in the 1958 study® were:
(a) their ability to innovate particular kinds of goods and services;

(b) their managerial and marketing skills in producing and selling these
goods; and (c) their capacity to exploit large-scale and fairly homogeneous
markets. On the one hand, because of its high wage costs, the United States
had the incentive to produce labour-saving products and to engage in capital
or technology-intensive production methods; on the other hand, its large and
reasonably homogeneous home market and the high income of its consumers
generated patterns of demand which, when emulated by other countries, gave

United States firms a powerful competitive edge over their international
rivals.

The nature of the ownership advantages of Japanese firms over United
Kingdom firms in the 1980s is similar in some respects, different in others.
It is similar in that the advantages arise from the possession of individual
rent-earning assets, rather than those to do with cross-border transaction
cost minimising activities. Since the end of the last war, Japan has been
seeking to catch up with the United States and Europe in its manufacturing
capabilities. To break into foreign markets dominated by its international
competitors, its firms had either to introduce new products which, because of
their limited innovatory capabilities, they found very difficult to do, or to
tempt consumers to switch their purchases to their own products, e.g. by lower
price and superior product design, quality and reliability which was, in fact,
the strategy chosen by Japanese firms. Nowadays; the particular competitive
advantages of Japanese MNEs, especially in consumer goods industries, is
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self-evident. By efficient work organisation, use of the latest equipment
and a rigorous and comprehensive system of quality control = both of
intermediate and final products - they have captured markets from their
competitors. In addition, as might be expected from late-entrant firms into

the product cycle, the Japanese have sought to differentiate their products.
This they have done (especially in the motor vehicle industry) mainly by
providing ancillary equipment normally reserved for up-market products.

Coupled with aggressive marketing tactics, Japanese MNEs have created distinct
ownership advantages in the produccion of fairly standardised and mature

products, which has often enabled them to outcompete their Western rivals in
United Kingdom markets.

The main difference, then, between the competitive advantages .of United
States affiliates in the 1950s and Japanese affiliates in the 1980s is that
the former rested on the innovating capacities of the investing companies and
on the more successful application of management and marketing skills; while

the latter arise from quality control, product differentiation and cost
advantages, an emphasis on good industrial relations, and efficient

procurement policies. The pharmaceutical and vehicles sectors in the
1950s in which the United States affiliates were particularly dominant were
recipients of the first kind of advantage; the consumer electronics and. the
vehicle sector in the 1980s, of the latter. looking to the future, however,
there is some reason to suppose that Japanese MNEs in both consumer and
industrial electronics are beginning to generate innovatory advantages of
- their own. Certainly, 1like the parent companies of the United States
" affiliates of the 1950s, they are among the most technologically progressive
and fastest growing companies in Japan.

3.3 The geographical distribution: The facts

The geographical focus of Japanese manufacturing MNEs in the 1980s is
very different from their United States counterparts in the 1950s. Outside
North America, which attracted 27 per cent of the Japanese cumulative foreign
investment stake in March 1983, Asia accounted for 33 per cent, Latin America
20 per cent, and Europe only 7 per cent. By contrast, in 1955, the United
States direct investment stake in foreign manufacturing facilities was mainly

concentrated in Canada 45 per cent, Europe 30 per cent, and Latin America
15 per cent. ' ‘

Within Europe, the United Kingdom has always been the preferred location
for United States MNEs, though, since 1955, other European countries have

increased their share of new manufacturing investment. In 1983, Japanese
participation in European industry was rather more widely spread, with Spain
accounting for 35 per cent of the employment in manufacturing affiliates,
Belgium 17 per cent, and the United Kingdom 13 per cent. However, - in the

last two years, the growth of new investment has been most pronounced in the
United Kingdom, and by the end of 1984 the United Kingdom had overtaken Spain

as the leading recipient of Japanese manufacturing affiliates in Europe.

~ Within the United Kingdom, the concentration of Japanese affiliates 1in
the less prosperous regions is even more marked ‘than that of their United

States predecessors. Table 2 sets out some details. Within these regioms,
while Wales has been particularly favoured by Japanese affiliates, Scotland
ranked highest for United States investors. This probably reflects the
different industrial composition of the two groups. In the' rest of the

United Kingdom, Japanese affiliates have been drawn to the expanding towns and
cities of the Midlands, e.g. Milton Keynes, Telford and Northampton; by
contrast, in the 1950, United States affiliates strongly favoured a South-East
location, and especially the Outer London area. : ‘ ' g
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Table 2: Percentage distribution of employment of United States, Japanese

manufacturing affiliates and all United Kingdom firms by broad
geographical area

Us All UK Japanese All UK
(1953) (1953) (1983) (1979)
% 7% % %
Regions of above average
unemployment
Northern England 10.6 28.6 10.0 26.6
Wales 2.8 4.4 68.0 4.5
Scotland 12.1 10.1 9.1 9.4
South-West England 6.5 9.8 5.4 6.9
32.0 52.9 92.5 47.4
Regions of average or
below average unemployment
Midlands 10.1 16.5 0.2 16.7
South~East England 47.0 25.2 5.4 32.9
East Anglia . 10.9 5.3 1.9 3.0
68.0 47.0 7.5 52.6

Source: Dunning (1958 and 1986), op. cit.

3.4 The geographical distribution:
The explanation

The initial raison d'@8tre for both kinds of inward investment has been to
serve markets préviously supplied by the parent company. The literature

suggests that the location of such import substitution investment will be
influenced mainly by market size and character, the prospects for growth,

production costs, transport costs, investment and other incentives, tariffs

and other artificial barriers to trade, and performance and other requirements
imposed by host governments. In the 1950s, the shortage of dollars, both in

Europe and in some Commonwealth countries, encouraged American firms to
surmount this obstacle by supplying these markets from the United Kingdom; in
the 1980s, the appreciation of the yen and voluntary restrictions on Japanese
exports to Europe were the most important incentives for Japanese firms to
relocate their production.

In consequence, both United States and Japanese affiliates exported a

substantial part of their output — 36 per cent in the former case and 31 per
cent in the latter. However, whereas the strategy of United States firms

towards the exports of their United Kingdom affiliates was largely defensive,
and/or preparatory to investment in individual recipient markets, that of the

Japanese has been part and parcel of an aggressive integrated strategy in
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which ab_initio Europe is regarded as the target market but with that market
mainly to be supplied from a single production base. ‘

Within Europe, both the Americans and Japanese favoured the United
Kingdom, first and foremost, for language reasons; and next because of the
similarities (relative in the Anglo-Japanese case) of commercial, legal and

educational systems in the investing and host countries. Size of the
domestic market was a stronmger pull in the case of United States investors
than that for Japanese investors. Tndeed, in the latter case - particularly
in the major sectors of involvement, i.e. consumer electronics - local demand

conditions appeared to be less important as a locational choice than
production opportunities as, in most cases, the United Kingdom plant is
intended to serve the European market. o

Within the United Kingdom, government attempts to steer new industry to
the regions of above average unemployment, or those dominated by older or less

dynamic sectors, was as strong an influence on the siting decisions of
Japanese affiliates in the 1980s as it was 30 years earlier for American

affiliates. In general, the evidence suggests that foreign-owned firms are
more likely to_respond to govermment persuasion and incentives than are
domestic firms. Perhaps, the only major endogenous locational factor

which has assumed more significance since the 1950s 1is road and air
communications; at the same time, government policy towards steering new
investors towards regions of above average unemployment is rather more
relevant in the 1980s than it was in the 1950s. Within the two groups of
firms, the relatively greater importance attached by Japanese companies to the
attitude and motivation of labour makes them anxious to avoid regions with a
heritage of industrial conflict',13 the age and sex structure of employment
in Japanese  affiliates is also different than their TUnited  States
predecessors, 4 even within particular industrial sectors.

3.5 The form of involvement

Decision-taking structures and procedures in MNEs strongly reflect the
extent to which parent companies perceive it is necessary to control the use
of resources by their affiliates. This, in turn, might be expected to
influence attitudes to the ownership of foreign assets.

In our 1950s study, we gave little attention to the ways in which United
States firms chose to exploit their competitive advantages. In our survey of
Japanese affiliates, we asked quite specifically why the hierarchical rather
than the contractual route of rééoﬁrce transference was chosen. The reasons
given by the management of consumer electronic affiliates were threefold:
(1) to ensure full quality control over both intermediate and final -products;
(2) to rationalise markets (and eventually production) ‘in Europe; and (3) to
benefit from co-ordinating economies stemming from a common parentage. In
the case of other sectors, the reasons for equity investment were more varied,
but the protection of property rights in the case of the process (notably

chemical) sectors, and the perceived need to control marketing strategy were
the most commonly cited.

Thirty years previously, the characteristics of market failure making for
United States investment exhibited both similarities and differences.
Earlier, we suggested that the ownership advantage of United States MNEs,
vis-a-vis their United Kingdom competitors, reflected the particular pattern
of resource endowments 1in the home country. Where the transaction costs of
_transferring these assets or their rights to United Kingdom firms were higher
than those within the same United States firm, then the transfer was
internalised. Our reading of the rationale for foreign direct investment by
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United States firms in the 1950s is that the competitive dvantages based on
idiosyncratic product or process innovations were internalised, partly because
of the (perceived) inadequacy of technological capacity (including support
skills) in the United Kingdom and partly to capture firm economies of scale;

those based on marketing efficiency were internalised to protect quality
control, e.g. of selling and after-sales servicing, while those resting on the

managerial professionalism and philosophy and on entrepreneurship were
generally uncodifiable and required face-to-face contact.

Differences in the structure of United States and Japanese MNEs and the

perceived need of their senior management to control the use and co-ordination
of resources within their affiliates also explains the relative preference of

the latter for a 100 per cent equity investment. In mid-1983, only five of

the 26 Japanese manufacturing subsidiaries in the United Kingdom were less
than 100 per cent owned, and just one of the nine electronics

subsidiaries.1? In 1953, 73 per cent of United States affiliates were
wholly owned and the balance were joint ventures. The Japanese experience
with = joint ventures in the United Kingdom has been singularly
unfortunate.® By contrast, Anglo-American joint ventures, both past and

present, have been generally quite successful.l? We take up some of the
reasons for the different ownership structures in the following section of the
paper.

4, An economic theory of management
and control of foreign affiliates

Why should the management of the foreign affiliates of MNEs not be fully
autonomous? Why should parent companies wish to exert control or influence
over either the structure or process of decision-taking in their offshoots?
Economic theory suggests there may be three main reasons: first, when viewed

as self-contained profit centres, the objectives of afﬁgliates may not always
accord with that of the firms of which they are part; this conflict will

arise if (i) there are differences in the perceived goals of the affiliates

and those of their parent company and/or (ii) there are costs or benefits
arising from decisions taken by, or on behalf of, the affiliates which are

external to those affiliates, but internal to their owners; second, the price

" of decision~making or related services may be higher in the host than in the
home country; and third, for one reason or another, the efficiency of these

services may not warrant the delegation of decision-taking authority.

Using the framework of the previous section, the first and third reasons
suggest that the choice both between centralisation and delegation of

decision-taking within an organisation and the nationality of the main
decision-makers may be likened to that between the hierarchical and market

route of transferring competitive advantages. For example, it might be
hypothesised that the more the ownership advantages of an MNE stem from its
common governance of geographically dispursed by inter-related activities,
and/or proprietary knowledge which is idiosyncratic, uncodifiable, costly to
transmit and in danger of being abused or dissipated, the more likely that
either the top decision-takers of the affiliate will be filled by nationals of
the home country, or that their decisions will be most closely guided or
controlled by the management of the parent company.

The second reason for not decentralising decision-making is to do with
the differential costs of decision-making resources across national
boundaries. Given the same ‘“output" where the (marginal) cost of
decision-making is less in the home country than in the host country, then

such decisions are unlikely to be delegated. Quite apart from economies of
scale in decision—making, management and management support costs may vary
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across bouridaries. In some cases, management may need to be physically close
to the market and decisions customised to local requirements; in others, it
may need to be near to the main centre of activity.  Thus, while it may be
more efficient for decision-making on labour matters to be localised, those to
do with innovatory activities may need to be centralised.

Using this framework, it should be possible to predict the extent and the
areas in which decision-making in United Kingdom affiliates is. controlled by
their parent companies. It should also be possible to identify and evaluate
country-specific differences in the control and location of decision-making.
Why, for example, is production management in Japanese subsidiaries  less
autonomous in its decision-taking than used to be the case. (and we believe
still is) in United States subsidiaries? Why 1is a Japanese national more
likely to head up the finance and accounting department in a United Kingdom
subsidiary than an American expatriate is in a United States subsidiary? It
is ‘these and similar questions which we will attempt to answer in the
following section.

5. The structure of decision-making patterns
in United States and Japanese affiliates

The way in which parent enterprises influence or control decision-making
in their affiliates tells us something about the nature of the hierarchical
relationships within MNEs, and especially whether the affiliate is:viewed as
an independent entity, or as a part of a co-ordinated network of internatiomal
activities. As has been suggested, we would expect the competitive
advantages of MNEs to be more of a transaction cost-minimising kind, rather
than those resting on the proprietary ownership of a specific asset, e.g. a
patent. ,

Table 3 summarises our perception of the similarities and differences
between the extent to which ‘decision-making in various functional areas of
United States and Japanese affiliates were (or are) influenced and/or
controlled by their parent companies. Taking up the argument of the, previous
section, we would expect the influence to be greatest where. the competitive
advantages of the parent company (vis—-3-vis indigenous or other MNE firms
producing in the United Kingdom) were the most pronounced, and for parental
control over the use of these advantages to be exercised where there was some
danger of their being mismanaged or dissipated by the affiliate. We now
highlight the main findings of our two studies.

5.1 Overall managerial philosophy and
attitudes towards decision—making

In general, Japanese affiliates in the 1980s would seem to exercise a
much closer influence on, and control over, general managerial philosophy and
style than did their United States counterparts 'in the 1950s. This is-partlg
a function of type of activity, pattern of ownership and age ofhaffiliate,1
but, perhaps most significantly, of the more holistic approach adopted by the
Japanese: to dec{sionﬁmaking.zo The attention paid to encouraging the right
work ethic, group consciousness and team support, requires a cohesive and
integrated policy towards decision-making, the control and monitoring of which
must be centralised. Hence, for example, in an area in which Japanese
influence and control are prima facie quite loosely exercised; viz. wages and
industrial rélations, the managing director of the affiliate is likely to
require that the policies of ‘his personnel department. towards ;recruitment,
work organisation and standards, discipline, wage and incentives, promotion,
and industrial relations is éxplicitly consistent with the overall philosophy -
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and strategy of the company, viz. to produce a high quality defect-free
product at a competitive price. By contrast, the emphasis of the United
States managerial control in the 1950s was more directed to ensuring that the
United States product and process innovations and matketing methods were
smoothly and economically transferred to a United Kingdom environment; and
more generally, that in all branches of management and decision-taking a
degree of professionalism was injected.?

The greater importance attached to including the .Japanese approach to
management and the perceived higher costs of decentralising decision-taking
within Japanese MNEs;22 is shown by the fact that whereas the chief
executive of 40 per cent of United States subsidiaries in 1953, which had been
set up since 1940, were managed by United States expatriates,23 the
coresponding figure for  Japanese expatriates in 1983 was 85 per cent.
Moreover, whereas all but three (i.e. 86 per cent) of the executives
interviewed in Japanese affiliates asserted that they were markedly influenced
and controlled in their overall management objectives and strategy by their
parent companies, the corresponding proportion of executives in United States
subsidiaries who so opined was 33 per cent of all subsidiaries and 55 per cent
of those set up within the previous 12 years.

5.2 Linguistic and cultural factors

Linguistic and cultural differences between home and host countries also
explains why in many areas of decision-making the Japanese influence and
control is greater than was that of the Americans. Basically, ome . can
identify three sets of communication channels in which the affiliates of MNEs
may be involved viz. (i) between themselves and their parent or other
home-based companies; (i) between different groups within the affiliates,
e.g. management and workers, technical and sales staff etc.; (iii) between
themselves and their local suppliers, customers, competitors and government.
In order to avoid misunderstandings due, inter alia, to language and/or
different ways of gathering, monitoring and presenting informatiom, it is not
surprising that in one-half of Japanese affiliates the heads of finance and
accounting departments are Japanese nationals; and that, usually, Japanese
production managers and chief technicians are appointed to ensure a free
exchange of knowledge and ideas between themselves and their counterparts in
Japan or heads of R & D departments. By contrast, efficient face-to-face
communication within subsidiaries and betrween the subsidiaries and other
local firms, customers and government bodies, requires mnot only a full
understanding of the local 1anéuage, but of culture, business customs and
psychology and commercial law.  This is why a United Kingdom national usually
heads both personnel and procurement = departments.: Accepting this,
however, special attention is given to training these managers in the Japanese
way, while there is usually a  senior Japanese on the staff of these
departments.

In the case of United States subsidiaries in the 1950s, these constraints
were not as apparent; and it was in the areas where the parent company
considered indigenous management lacked the required skills, experience, or
initiative that United States expatriates were most likely to be in charge.
Examples included sales, production management and marketing, accounting and
finance to a lesser extent, and personnel and industrial relations very rarely.

In all Japanese affiliates, the number of Japanese nationals employed at
the end of 1982 was 144 or 2.7 per cent of all employees. The great majority
. of these were in senior management, technical or professional positions. In
a sample of 150 United States subsidiaries in the 1950s, we identified only 34
in which the chief executive was a United States expatriate; and 15 in which
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Americans were employed on other managerial capacities, We believe
linguistic and cultural factors largely explain these differences, although it
is the perception of existing Japanese management that it is their parent
companies' intention to indigenise their United Kingdom management as soon as
possible.

5.3 Employee compensation and
industrial relations

While both groups of affiliates claimed that they conformed to 1local
customs and norms, there is a good deal of evidence that, 1in somewhat
different ways, they have actively influenced these. Some illustrations are

"given in a later sectiom of this paper. For the moment, we would point to

some differences in personnel and wages policies. Most United States
subsidiaries in the 1950s adopted an aggressive style to labour recruitment
and were willing to pay well above the competitive wages to attract the right
kind of labour; they also gave substantial monetary incentives to encourage
productivi.ty.2 Nearly two-fifths of United States subsidiaries claimed
they assimilated their parent plant's wages policy "in all major respects" and
a further 22 per cent that United States principles were "adopted and modified
to suit the particular needs at hand." All these firms stated that they
aimed to pay their workers "above the minimum trade union rates".2
Several United States firms were renowned for introducing new incentive and
profit-sharing schemes in the United Kingdom in the 1950s. At the same time,
only 15 per cent of subsidiaries were fully unionised and federated. Labour
selection and training methods also followed American lines.

By contrast, Japanese affiliates in the 1980s are more inclined to adapt
their labour practices to local needs. In particular, they are particularly
sensitive to local criticism of their recruitment policies. They appear to
make every effort not to poach from other firms; they have broadly conformed
to nationally agreed wage 1levels; they offer few bonuses or monetary
incentives; and almost, without exception, they are fully unionised. Their
distinctive impact is shown in the area of hiring policy where they seek to
recruit employees, able and willing to work as part of a team; the adoption
of a more open and consultative style of industrial relations; the creation
of quality control circles; the provision of first-class working and social
conditions; and the fact that they prefer to deal with only one trade
union, The fact that most of their workforce - in the colour television
sector at least - is semi-skilled female labour and is normally recruited in
areas of high unemployment, has no doubt made it easier for them to adopt a
more paternalistic stance towards, and be more demanding of, their workers;
this, however, 1s in marked contrast to the friendly and informal style of
management which was a conspicuous feature of American affiliates 30 years
earlier - and, to quite a large extent, remains so today.

5.4 1Innovatory and production activities

The innovatory activities of both groups of affiliates were decided upon
by their parent companies, as were major items of capital expenditure.
However, the fact that there was much less research and develq?ment (R & D)

is

undertaken in Japanese than in United States affiliates,? more a
function of the age of affiliates than anyting else. Several Japanese
affiliates in the electronics sector have indicated their intention to engage
in R & D activities wihin the next few years. Both United States and

Japanese affiliates aimed to replicate their parent companies' production
methods as far as they could; of the two, probably the United States
subsidiaries were forced to make the most adaptations, mainly Dbecause
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differences in market characteristics and the cost of factor inputs between
the United States and the United Kingdom in the 1950s were greater than those
between Japan and Europe in the 1980s. Both groups of affiliates tended to
be more capital and technology-intensive than their indigenous competitors;
however, again mainly because of their more recent origin, Japanese affiliates
were less diversified either in product or process structure than their United
States counterparts.,

5.5 Product policy

In general, the range of products produced by Japanese affiliates in the
United Kingdom in the 1980s is much more truncated than that of their United
States counterparts in the 1950s. Again, we believe this reflects the
former's more recent involvement than the nationality of their ownership.
Partly  for this reasom, too, United States subsidiaries were given more
freedom to introduce new products or modify existing products and except for
affiliates supplying internationally branded goods for the export market,
there was less centralised control over product quality. In the latter area,
however, there is absolutely no compromise by the Japanese. After all, it is
quality and reliability which the Japanese regard as their most important
competitor advantage in penetrating the European market. The insistence on a
strict adherence to standards and inspection procedures is practised at every
stage of the value added chain, including procurement (see section '5.6) and
after sales policy. :

Until 1983, the great majority of Japanese affiliates supplied only one
major product. In the last two years, there has been a steady trend towards
more product diversification, with most colour television affiliates now
starting to assemble video recorders and some branching out further, e.g. to
supply micro~ovens, steam irons, etc.

5.6 Procurement policy

In most major respects, decision-making on sourcing methods and policies
was similar in United States and Japanese affiliates, though the Japanese more
closely involved their garent companies in the establishment and monitoring of
purchasing standards.? Indeed, almost all the criticisms of TUnited
Kingdom suppliers by United States subsidiaries and the perceived impact of
the latter's purchasing demands on the former were reiterated (with even more
fervour) by Japanese firms 30 years later.  Whether it is an inherent feature
of foreign-owned companies to castigate their local suppliers and claim a
beneficial impact on their performance, we do not know but we were .a little
surprised that so little change had apparently taken place in the perceived
capabilities of the supplying sectors over the intervening 30 years. We
believe that part of the explanation is that United States and Japanese
affiliates bought, or buy, from different sorts of suppliers, and part, that
the purchasing requirements of the two groups of firms reflected that fact
that their end-products were at different stages of the product cycle. For
example, because United States firms were more innovatory in the products they
introduced into the United Kingdom they tended to find their local suppliers
lacking in experience, vis-2-vis their United States counterparts. Japanese
¢companies, on the other hand, are producing similar products to their United
Kingdom competitors; their main difficulties related to the quality, price
and delivery timetables of the materials, components .and parts they
required. We now look into this and related questions in a little more
detail. e
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5.6.1 Extent of subcontracting

In 1954, United States subsidiaries bought between one-half and
two-thirds of thir gross output, mainly from United Kingdom firms. In 1983,
the respective figure for Japanese affiliates was 68 per cent, but only 42 per
cent of this (29 per cent of the value of sales) was procured from United
Kingdom firms. The marked difference in the origin of supplies may appear
surprising as many of the products of Japanese firms were already being
produced in the United Kingdom by their competitors, which was not the case
with United States firms 30 years earlier. However, whereas in the
mid-1950s, an overvalued dollar and higher United States wage costs made most
United States imports uncompetitive, in the early 1980s, in spite of the
rising value of the yen, the prices of many inputs in Japan were still below
their United Kingdom equivalents. Two other differences btween the two
groups were that there was much more exacting and detailed quality control and
testing procedure exercised by Japanese affiliates over their suppliers'
products and that the parent companies of these affiliates generally operated
central purchasing de artments and bought components on behalf of their
European affiliates.? This difference partly reflects the younger
age 30 and smaller relative size of Japanese affiliates3l and partly _the
more closely integrated procurement policies pursued by Japanese companies.

5.6.2 Purchasing standards

While in United States affiliates the decisions on "make or buy" and "buy
locally or import" were taken by local purchasing managers, without approval
by the parent companies in the great majority of Japanese affiliates, these
decisions were centralised. Indeed, for the more important components and
parts, e.g. a colour television tube, the parent company of the buying
subsidiary normally tested samples of products of alternative suppliers and,
more often than not, required a detailed cost breakdown of the product. It
was the parent company, too, which made the final decision of whether a
particular specification was up to standard or not. Since, too, unlike their
United States counterparts in the 1950s, Japanese affiliates were freer to
import their inputs from their home country, the parental control over the
"buy locally or import" decision was of more practical significance. In the
late 1970s, United States affiliates were miporting a higher proportion of
‘their inputs than in the 1950s; but their main intra-group imports were
between their European subsidiaries than between the parent companies and
their affiliates. Nome of the Japanese affiliates in the United Kingdom in
1982 imported any components and parts from their European sister affiliates.

5.6.3 Impact on local suppliers

Both groups of subsidiaries asserted that they provided their local
suppliers with more information and technical assistance than did their United

Kingdom counterparts. While the Japanese like to stress that they treat
their suppliers as part of their own family, 30 years earlier at least one
United States affiliate claimed a similar relatiomship. Dissatisfaction

on quality of inputs, prices and delivery dates were also voiced by both
United States and Japanese affiliates. As a consequence, their reject rates
tended to be greater than those of their United Kingdom competitors, and were
only reduced by a much closer co-operation between suppliers and purchasers.

In the course of both surveys, we visited the major suppliers of the
affiliates for their views. These, too, told a common story but with a few
important differences. Most suppliers agreed, for example, that their United
States and Japanese customers were stricter in their demands for close
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tolerance, adherence to specifications and delivery dates. They were also
uniformly more willing than the average United Kingdom firm to supply detailed
‘information in the form of specifications, blue-prints, drawings, designs,
etc. In general, it appears that contemporary 'Japanese firms 'aré more
prepared to give advice on product design, equipment and production methods
and work organisation than their éarlier (or indeed their current) United
States counterparts, who were often afraid of beéing accused of
interference. In particular, there was widespread agreement - even among the
very large United Kingdom supplies - that their Japanese customers had helped
upgrade their quality control, 1nspect10n and testing procediires and, in some
cases, had forced them to reappraise their production ph110$0phy 34
Certainly, as compared with their dealings ‘with their United ‘‘Kingdom
customers, domestic supplies found the relationmship with their Japanese
counterparts less distant and more co-operative: and stable.32  Cultural
factors, e.g. .with respect to formlng and fosterln% relatlonshlps, and the
method by which dec1s1ons dre made are 1mportant here.

All but one of the 20 suppliers considered in our survey said that they
were regularly v1s1ted by their Japanese customers‘37 about one-half of
suppliers thought that Japanese firms had the edge on their United Kingdom
counterparts, esPeclally in the frequency of visits" by managers, “design nd
production engineers and technicians. Much more than in the case of their
American counterparts, Japanese parent companies were brought in to advise on
the suppliers' production problems. They were also universally regarded -
and -much more so than their Unlted States counterparts - as extremely prompt
payers of bills. s -

On the other hand, there was some criticism that foreign-owned customers
made insufficient allowance for differences in the supply condltlons in the
United Klngdom, cf. the United States and Japan and the fact that it was not
always economic (inter ‘alia, because of the size of the order placed) to
install the equipment mnecessary to meet the tolerance set by the parent
company. In the case of suppliers to Japanese affiliates in particular,
standards were regarded as ‘'unnecessarily or unreasonably r1gorous, "~ while
United States subsidiaries were accused of being inconsistent in their orders,
and treating the supplier as a stop-gap until they could build up capacity to

manufacture for themselves. This criticism was not directed at Japanese
affiliates whose long-term commitment to their suppllers‘ was generally
appreciated. Indeed, 90 per cent of the suppllers appeared to be satisfied

with their dealings with Japanese firms.

5.7 Marketing methods

Most of the Japanese manufacturing affiliates sold directly to their own
sales and marketing affiliates unlike their United“‘States predecessors which
marketed the output of their factories directly. In the 1950s, United
' Kingdom marketing methods lagged behind those of the United States and it was
. in this area, along with product and process 1nnovat10n, that United States

affiliates made their most distinctive 1mpact. Again, detalls are set out in
Dunning; the point at issue here is that no fewer than 87 per cent of the
" subsidiaries producing consumer goods and 43 per cent of those supplying
“.producer goods sald that they ass1m11ated sales and dlstrlbutlon technlques of
their parent companies, though "some adaptation was often requlred to the
particular circumstances at hand"; and apart from the chief executive, the
sales or marketing director was more likely to be a United States national
than any other departmental head.
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The impact of United States subsidiaries in the 1950s on United Kingdom
marketing procedures was also considerable; far more so than it is today.
This extended to methods of dealing with wholesalers and distributors,
training facilities, after sales-servicing and advertising and market research.

By contrast, Japanese subsidiaries in the 1980s appear to adapt their
selling methods more closely to (what they perceive to be the best of) the
European norm. There is nothing very distinctive about any aspect of their
post-production activities except their insistence on the same attention to
quality and detail in their after-sales servicing as in the manufacturing
process. However, it is our impression that Japanese-trained salesmen are
both tough negotiators over price and that they maintain rather closer
contacts with" their clients than is the normal practice. Few marketing
decisions, however, have to be referred back to the Japanese parent company
for approval, except with respect to the markets actually served. Here, as
in production policy, the Japanese affiliates follow a regional (i.e.
European) strategy as dictated by the head office. This has also been the
trend in United States subsidiaries, though here it is more likely to be the
regional office in Europe rathern than the headquarters in the United States
that makes the decision on "who produces what and sells to where",

5.8 Production control, budgetary
planning and costing

The distinctive contribution of United States subsidiaries in these areas
in the 1950s was much greater than that of the Japanese in the 1980s.
However, very strict control is exercised by the Japanese parent companies
over accounting and financial control in their affiliates; and in about
one-half of- affiliates a Japanese expatriate is in charge of the finance
department. Apart from meeting local accounting requirements, all the
financial data provided by Japanese affiliates is in pursuance of instructioms
by their parent companies and all methods of planning and budgetary control
conform to Japanese practice. In no major respect is there any leeway for
autonomy in decision-taking in this area which the Japanese regard as
important to success as maintaining control over the quality and cost .of the
product being produced.

5.9 The composition of the board
of directors .

Another indication of the extent to which decision-taking in foreign
affiliates might be controlled or influenced by their parent companies is the
structure and composition of the former's board of directors. In 30 per cent
of the United States manufacturing subsidiaries in the 1950s, at least
one-half of the board consisted of United States nationals; the corresponding
proportion for Japanese affiliates in the 1980s was 85 per cent and in seven
affiliates the entire board consisted of Japanese nationals. 0f the 107
directors of all Japanese affiliates, 81 (76 per cent) were Japanese
nationals, although 62 of these were absentee directors, i.e. mot resident in
the United Kingdom. : . o

Once again it would be dangerous to attribute these differences entirely
or even mainly to the nationality of the parent companies. Other studies
have revealed that the percentage of expatriates on subsidiary boards 1is
directly related to (a) the percentage of shareholding of the parent company,
(b) the age of the affiliate and its site relative to the parent company, and
(¢) the extent to which the affiliate is part of a regional or global product
or marketing strategy. Since the 1950s, the proportion of United States
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fully owned in the United Kingdom has increased, as these same affiliates have
become part of the European strategy of United States MNEs. On' the other
hand, from the start, Japanese affiliates in the United Kingdom have been
regarded by their parent companies as the bridgehead for a full-scale
penetration of the European market.

6. Evaluation and conclusions

This paper has demonstrated that there are several important differences
between the decision-making structures and processes of United States
manufacturing subsidiaries in the 1950s 4nd those of ‘their Japanese
counterparts in the 1980s. In general, dec1s1ons tended to be less
centralised in the former than in the latter group -of aff111ates and where
they were decentralised, it was more 11ke1y for a Japanese expatrlate to be in
charge than an American expatriate.

An earlier section argued there were three reasons why decisions were
centralised and each of .these is reflected in .the different attitude of
American and Japanese MNEs to the management of their ‘United Kingdom
affiliates. Thus, in order to ensure maximum efficiency of their affiliates,
the Japanese currently believe that they must have direct control over
production management and planning, procurement pollcy, finance and accounting
procedures and work organlsat10n° they do this either by centrallslng
decision-making or by ensuring that either Japanese expatriates are in charge
of these functional areas or that local managers are inculcated w1th the
Japanese philosophy and trrained to meet the standards expected of them. ' The
Americans, on the other hand, believed that the United Kingdom managerlal
weakness in the 1950s lay in the ‘unprofess1onallsm of United Kingdom
management, lack of marketing expertise and unfam111ar1ty with the more
technically advanced product methods.  Decisions relatlng to these ‘matters
then tended to be centralised and/or taken by United States expatriates.

We have asserted that the possibility of confllcts arising between the
interests of United Kingdom affiliates and those of the organlsatlon of which
they are part, arises particularly in the case of MNEs pursuing a globally or
regionally oriented product or marketing strategy. In the 1950s, very few
United States affiliates in the United Kingdom were operating such a strategy
and most subsidiaries were treated as self-contained profit centres. This is
no longer the case - at laest in the more internationalised of industries,
e.g. motor vehicles, pharmaceuticals and consumer electronics,- and in several
strategic areas, notably product .- marketing and  sourcing p011c1es,
decision-making in United States MNEs such as Ford, IBM, Caterplllar and Eli
Lilley has become increasingly centralised. By contrast "the entry of
Japanese MNEs into the United.- Kimgdom ‘is part of a 1ong-term European
development strategy;. from the start, the tasks ass1gned to the affiliate
have been designed to promote the goal rather than the welfare of the United
Klngdom operation as such. .. With this vision in. mind, it is then not
surprlslng that . 1mportant decisions tend to be .taken in Tokyo or Osaka rather
than in Cardiff or Washington, Tyne & Wear.

At the same time, one must not neglect differences in cultures between
- the two investing economies. The consensus approach to decision-taking by
the Japanese makes for a good deal more dlscuss1on among the parties affected
by .any discussion made than was (or is) evident in United States subsidiaries
- for all the emphasis in United States culture on industrial democracy.
Inter alia, this means the de0151on-mak1ng process is less formal but more
iprotracted in the case of Japanese MNEs although in the last resort there is
.an even clearer recognition of the. role of . the manager as a decision-taker in
Japan than in United States enterprlses. At the same t1me, in our interviews
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with both groups of firms, we gained the strong impression that many of these
cultural differences could be transferred from parent companies to
subsidiaries but that the Japanese perceived this might take longer and
require a lot more direct influence from Japan (or Japanese expatriates
working in the United Kingdom) than the Americans did 30 years ago.

Oon the third reason for decentralisation of decision-making, i.e. that to
do with the lower decision-making costs in the country of the affiliates
rather than that of the parent company, there was a considerably greater
pressure for United States enterprises to relocate managers in the 1950s than
that of the Japanese in the 1980s. However, in both cases, the costs of
employing expatriates is (and was) between 50 and 150 per cent higher than
their domestic costs (i.e. due to differences in tax rates, additiomal
housing, education, travel, settlement, etc. costs). In the 1950s, the
average salaries of United Kingdom managers and management-related staff would
have been about one-half of his United States counterpart; today (with the
depression of the pound) it is nearer two-fifths. By contrast, United
Kingdom and Japanese managerial and related costs were about the same in the
early 1980s and for this reason, Japanese MNEs have less incentive to
decentralise the decision-making function. On the other hand, the greater
unfamiliarity of the Japanese with the English language and business customs
and their lack of knowledge about United Kingdom supplies, industrial
relations and ways of dealing with central and local government, make it more
likely that they would favour "on-the-spot" rather than distant managers, in
so far as they are better able to take decision in those decision-making areas
which are United Kingdom rather than Japanese focused. Thus, the Japanese
affiliates were almost, without exception, fully unionised and inclined to
adapt their labour relations to local practices. v

Finally, let us examine some of the other differences between the two
groups of decision-makers, i.e. those which cannot be attributed to their
country of origin and how these might react on their decision-making
structures and procedures, '

(a) Age. We have already touched on this throughout our paper. Since
younger and less experienced affiliates are more likely to be subjugated to
their parents in decision-taking than their older counterparts, we would
expect, for this reason, decision-taking to be more strongly centralised in
Japanese MNEs. = However, while recently established TUnited States
subsidiaries in the 1950s were less autonomous in their decision-making than
those set up prior to the Second World War, 0 they were considerably more
autonomous than their Japanese counterparts in the 1980s.

(b) Size of affiliates. After taking age and industry differences into
account, there appears to be no significant difference in the absolute size of
United States affiliates in the 1950s with their Japanese counterparts 30
years later. However, relative to their parent companies, the Japanese
affiliates were considerably smaller, hence, their economic influence in the
multinational hierarchy of which they are part may well be that much less.

(¢) Product diversification. We have indicated that in 1982, almost
all Japanese affiliates were single-product firms. This 1is in contrast to
United States firms in the 1950s - even those recently established. One
might expect less autonomy on the part of United States subsidiaries. The
need to adapt products to local customer requirements makes for more local
decision-making; again this need_ would appear to be more pronounced in the
case of United States affiliates.
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(d) A regional or global product market strategy. In our view, this is
one of the most important factors leading to centralised control, Throughout
this paper, we have suggested that such a strategy (albeit in its infancy) is
being practised by Japanese MNEs with investments 1n the United Kingdom; in
fairly marked contrast to the "controlled autonomy" allowed to United States
subsidiaries in the 1950s., New United States subsidiaries now entering the
United Kingdom to supply the European market might well be persuaded to follow
the Japanese strategy, whi¢h 1is partly industry specific and partly a
reflection of the Unlted Kingdom's membership of the EEC. Such a strategy
affects the structure "and process of decision-making in almost all functional
areas - especially where the MNE is promoting a world product, e.g. of the
Coca-Cola variety and is geocentric in its approach to resource managemént.

At the end of the day then, ‘it is our judgemént that while the general
level of control exercised over decision-making in United States and Japanese
affiliates 1is associated 'more with specific characteristics other than the
country of origin or the parent company - and mnotably that of the age and
industry of the affiliate and the degree of multinationalisation and strategy
of the parent company, the direction (or emphasis) of control and the manner
in which it is exercised is strongly country specific. In its turn, of
course, this may have a time dimension. As Japanese firms become more
multinational, as they compete with United States and European-MNEs on equal
terms, as they become more immersed in different cultures, and as their
competitors adopt their more successful managerial and other styles, then they
may lose some of their cultural 1dlosyncrac1es - as indeed have United States
affiliates in the United Kingdom in the last 30 years. But for the moment,
these idiosyncracies do explain many of the differences in the structure and
processes of the decision-taking pattern of the two groups of firms studied in
this paper.

Notes
1 The results of which were published in J.H. Dunning: American

investment in British manufacturing industry (London, Allen and Unw1n, 1958)
thereafter referred to as Dunning (1958).

Z See J.H. Dunnlng. Japanese participation in UK industry (London,
Croom Helm, 1986) " ‘thereafter referred to as Dunning (1986).

3 In 1955, 57.7 per cent of ‘all United States manufacturing investment
in Europe was in the United Kingdom, a slight dee¢line on the 1951 figure of
58.1 per cent.

4 By June 1985, thHis number had increased to 37  and the numbers
employed (including those in SP Tyres (previously Dunlop)) to over 14 000.

5 pefined as the share of the total employment - of Unlted Sttes
manufacturing affiliates accounted for by a particular sector, divided by’ the
corresponding share of employment in all United Kingdom firms. Dunning
(1958), op. cit., pp. 19-20 and 78. - '

6 Pages 21/34 of Dunning' '(1958) gives examples of new products and
production methods originating from the United States in the 40 years prior to
the First World War, and suggests reasons for the réluctancy of United Kingdom
manufacturers to adopt and exploit the ba31c inventions of the period. See
also p. 78 ff.

7 For an elaboration of the difference between asset (or production)
and transaction cost advantages of MNEs, see Teece (1983) and Dunning (1983).
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8 In the terminology of Vernon (1974), United States MNEs investing in
the United Kingdom were mainly innovation-based oligopolies while the Japanese
investors, at least in the product areas in which they were involved in the
United Kingdom, are mature or even senescent oligopolies.

9 In 1981/82 their R & D sales ratio world-wide was 3.1 per cent,
nearly twice the average for all Japanese manufacturers.

10 70 begin with, however, Japanese subsidiaries tend to supply the
United Kingdom market with locally produced goods; and then as output
increases to service continental European markets in place of Japanese
exports. In the case of United States affiliates in the 1950s the majority
had been supplying European markets since before the Second World War (see
Dunning (1958), pp. 291-298)).

11 punning and Yannopolous in Dunning (1981).

12 The opportunities afforded by some expanding cities and towns, e.g.
in the South Midlands, are also more widespread.

13 Ogne of the reasons why Nissan whose Washington, Tyne and Wear for
its new vehicle assembly plant (rather than the Midlands) was the

attractiveness of recruiting of labour with little or no. tradition in this
industry. ‘

14 1n the consumer electronics sector, for example, the Japanese employ
proportionately more female school-leavers than their United States
counterparts 30 years earlier,

15 1n 1984, the joint venture between Hitachi and GEC became entirely
owned by Hitachi.

16 Ag described in Dunning (1986).

17 Though it is also the case that since the United Kingdom joined the
EEC, the preference of United States MNEs for 100 per cent owned manufacturing

o

affiliates in the United Kingdom (and elsewhere in the EEC) has increased.

18 1t is to avoid this kind of conflict that MNEs prefer full rather
than partial ownership of their affiliates.

19 Influence and control tends to be greater the more idiosyncratic the
ownership advantages are, the younger the age of the affiliate and the greater
the equity participation of the parent company.

20 This is explored in some detail in Dunning (1986).

21 In our 1958 study, it was shown that top management in United States
subsidiaries were younger and better educated and ‘trained than their
counterparts in United Kingdom-owned firms.

22 .f. United States subsidiaries in the 1950s. This is partly due to
country-specific factors and partly to differences in the decision-taking
skills required to transmit and implement the ownership-specific advantages of
Japanese firms. See particulary Chapter 4 of Dunning (1986).

23 gor all United States subsidiaries the corresponding percentage was
23 per cent. 4
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24 1p only two subsidiaries was a Japanese national in charge of the
personnel department; procurement, - hHowever, was often the overall
responsibility of the chief executive. ~ -

b

25 punning (1958), p. 254 ff.
26 ibid., p. 256.

' 27 Three-quarters of Hhifed States affiliates undertook somé R & D in
their United Kingdom affiliatés, = compared :to 15 per cent :of Japanese
affiliates. ‘

28 As described in some detail in Chapter 7 of Dunning ‘(1958) and
Chapters 6 and 7 of Dunning (1986). \ TR z

29 Some 48 per cent of the purchases of -Japanese  affiliates were
obtained directly from their parent companies; the corresponding figure “for
United States firms was 'léss than 10 'per cent. ) :

30 For example, the evidence suggests that the ratio of local to
1mported source components tends to ‘increase qu1te dramatically in the first
five years of a colour telev131on aff111ate s life in the Un1ted Klngdom.

31 The average output of colour television sets produced by a Japanese
affiliate in the United Kingdom was 12 per cent of that of their nearest
equlvalent Japanese plant; for other affiliates, it averaged 27 per cent.
In 1954, nearly half of the employment 'in ‘United States  affiliates was in
plants whose outputs was at least 25 per cent that of the parent companies. -

32 Most Japanese affiliates assert they do not "buy British" because of
uncompetitive prices, unsatisfactory quality, or the failure of ‘suppliers
tokeep to delivery schedules. However, there may be other benefits of a
centrally controlled purchasing policy which ‘would explain the: véry high
propensity of Japanese affiliates to purchase thelr Japanese inputs from their
parent companles or 51ster aff111ates. s Con

33 punning (1958)3'p.'201.

34 As“one electronics subsidiary said, "“The Japanese have helped us to
promote a philosophy of 'things should. get: better every day' and to pay
attention to detail and to inculcate into each worker on the shop-floor a
sense of resPons1b111ty not to accept anythlng less than his best“ v

35 In particular, Japanese affiliates make a sPec1a1 effort to bu11d up
long-term relationships with their suppliers. We did not find this feature
so evident in the case of United States affiliates. Once again, this
reflects differences in the purchasing customs of Japanese and United States
parent companies and does not appear to be a time-related phenomena.

36 The Japanese prefers the consensus rather than a chain  of command
method of arriving at decisionms.

37 Normally twice to three tines a year.
38 punning (1958), pp. 264-273.
39 1In Jdpanese affiliates, the number of Japanese nationals were 2.7

per cent of all employees in 1982 whereas, in 1957, the corresponding
proportion of United States nationals was negligible,
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40 gee punning (1958), pp. 108-112.

41 1n 1953, the average number employed by 59 United States
subsidiaries set up since 1940 was 361; the average number employed by the 26
Japanese subsidiaries in 1982 was 205.

42 gimilarly, the scaling down of home production processes is more
evident in Japanese than in United States subsidiaries. On the other hand,
recent developments in automation have generally led to less flexibility in
manufacturing methods; Thence, decisions about these can be more easily
centralised than in the past.
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ANNEX

MULTI-WORKING PAPERS

The series of Working Papers is devoted to the most recent
research on a variety of subjects related to the on-going
programme on multinational enterprises. For example, country
and regional studies cover topics such as technology choice,
export processing zones and decision-making, or give up-to-date
statistics on the employment effects of multinational
enterprises in various developing and industrialised

countries. They are signed by their authors, each an expert
in his own field, and are intended to stimulate discussion and
critical comment.

1.0 research on multinational enterprises and social policy: An
overview (Working Paper No. 15) (Rev. 1982)

by Hans Gilnter

ISBN 92-2-102918-2

ISBN 92-2-202918-6 (French version)

ISBN 92-2-302918-X (Spanish version)

The Tripartite Declaration of Principles concerning
Multinational Enterprises and Social Policy (History, contents,
follow—-up and relationship with relevant instruments of other
organisations) (Working Paper No. 18)

by Hans Giinter

ISBN 92-2-102909-3

ISBN 92-2-202909-7 (French version)

ISBN 92-2-302909-0 (Spanish version)

Employment effects in industrialised countries

Froployment effects of multinational enterprises: A Belgian
case study (Working Paper No. 1)

by D. Van Den Bulcke and E. Halsberghe

ISBN 92-2-102265-X

ISBN 92-2-202265-3 (French version)

Employment effects of multinational enterprises: A survey of
relevant studies relating to the Federal Republic of Germany
(Working Paper No. 2) :

by P.J. Bailey

ISBN 92-2-102266-8

Employment effects of multinational enterprises in the United
Kingdom (Working Paper No. 5) '

by J.M. Stopford

ISBN 92-2-102269-2



- 24 -

Employment effects of multinational enterprises: The case of
the United States (Working Paper No. 12)

by D. Kujawa

ISBN 92-2-102276-5

Domestic employment effects of direct investment abroad by two
Swedish multinationals (Working Paper No. 13)

by G.L. Jordan and J.-E. Vahlne

ISBN 92— 2 102267-6

the Republlc of Ireland (Worklng Paper No. 22)
by Michedl O Siilleabhdin | :
ISBN 92 2-103249-3

Les effets des entreprmses multlnatlonales sur l'emploi: le cas
de la France (Working Paper No. 24)
by Julian Savary

ISBN 92-2-203385-X

The development of emglozment in multinational entergrlses in
the Federal Republic of Germany - Results of a new survev
(1974-1982) (Working Paper No. 33)

by Werner Olle

TGDAT N2 _ 92 _1N2A0A7T7_©
LODN JL—L—LUO0X T/ —0

ISBN 92-2-703847-7 (German ver51on)

Employment impact of foreign investment in Greece, Spain and
Portugal (forthcoming) ‘ :
by Peter J. Buckley and Patrick Artisien

Employment effects in developing countries

The indirect employment effects of multinational enterprises in
developing countries (Working:Paper No. 3)

by Sanjaya Lall

ISBN 92-2-102280-3

Les effets des entreprises multinationales agro-alimentaires
sur l'emploi en Amérique latine (Working Paper No. 4):

by G. Arroyo, S. Gomes de Almelda and J.M. von Der Weid-

ISBN 92-2-202268-8

ISBN 92-2-302268-1 (Spanish version)

Employment effects of foreign diréct investments in ASEAN
countries (Working Paper No. 6)

by Y. Kuwahara, T. Harada and Y. Mizuno

ISBN 92-2-102270-6

Employment effects of multinational enterprises in Brazil
(Working Paper No. 7)

by Mario Luiz Possas

ISBN 92-2-102271-4

ISBN 92-2-302271-1 (Spanish version)
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Employment effects of multinational enterprises: A case study
of Kenya (Working Paper No. 8)

by R. Kaplinsky

ISBN 92-2-102272-2

The effects of multinational enterprises on employment in India
(Working Paper No. 9)

by U. Dar

ISBN 92-2-102277-3

Employment effects of multinational enterprises in Nigeria
(Working Paper No. 10) '

by 0. Iyanda and J.A. Bello

ISBN 92-2-102274-9

Employment effects of multinational enterprises in the
Philippines (Working Paper No. 11)

by C. Tanchoco-Subido

ISBN 92-2-102278-1

Multinational enterprises and employment in the Caribbean with
special reference to Trinidad and Tobago (Working Paper No. 20)
by Terisa Turner

ISBN 92-2-103030-X

Multinationals and employment in a West African sub-region:
Liberia and Sierra Leone (Working Paper No. 29)

by Olukunle Iyanda

ISBN 92-2-103623-5

Employment effects of multinational enterprises in Thailand
by Chira Hogladaron (forthcoming)

Additionally, a series of working papers is envisaged for
French-speaking Africa.

Employment effects of technology choice

Multinational enterprises and employment-oriented "appropriate”
technologies in developing countries (Working Paper No. 14)

by S. Watanabe

ISBN 92-2-102573-X

Technoloay choice and employment creation: A case study of
three multinational enterprises in Singapore (Working Paper No.
16) . .

by Linda Lim and Pang Eng ¥Fong

ISBN 92-2-102838-0

Appropriate technology choice and employment creation by two
multinational enterprises in Nigeria (Working Paper No. 17)
by Joseph A Bello and Olukunle Iyanda '
ISBN 92-2-102898-4
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Technology:- and Third World multinationals (Worklng Paper No.19)
by Louis T. Wells, Jr.

ISBN 92-2-103021-0

ISBN 92-2-203021-4 (French version)

ISBN 92-2-303021-8 (Spanish version)

Multinational enterprises, technology and employment in
Brazil: Three case studies (Working Paper No. 21)

by Mario Luiz Possas, Mauricio Chalfin Coutinho and Maria
Silvia Possas

ISBN 92-2-103033-4

Emgloxment and technologlcal cho1ce of mult1nat10na1

case study) (Working Paper No. 23)
by Lawrence Marsh, Richard Newfarmer and Lino Morelra'
ISBN 92-2-103353-8

Third World multinationals: Technology choice and employment

generation in Nigeria (Working Paper No. 25)
by C.N.S. Nambudlrl .
ISBN 92-2-103386-4

Technological change, employment generation and :
multinationais: A case study of a rorelqn firm and a_ 1ocal
multinational in India (Working Paper No 27)

by Sanjaya Lall

ISBN 92-2-103425-9

Multinational enterprlses, transfer of managerial know-how,
technology choice and emglozment effects' A case studz of Kenya
(Working Paper No. 28)

by Irving Gershenberg

ISBN 92-2-103508-5 . A

Employment effects in EPZs™

Employment and mu1t1nat1onals 1n Asian export processing zones
(Working Paper No. 26) b '

by R. Maex

ISBN 92-2-103404-6 (2nd impr. 1985)

ISBN 92-2-203404-X (French version)

ISBN 92-2-303404-3 (Spanish version)

ISSN 0285-9653 (Japanese version)

Employment and multinational enterprises in export processing
zones: The cases of Liberia and Ghana (Working Paper No 30)
by George Botchie .
ISBN 92-2-103770-3

Emplovment effects of multinational enterprises in export
processing zones in the Caribbean (forthcoming)
by Frank Long

Employment effects of MNE's and export processing zones in
Brazil (forthcoming)
by Mario Possas et al
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Costa Rica: Industrial de maquila y zonas francas; EI1
Salvador: modelo de industrializacidén vy desarrollo de zonas
francas (forthcoming)

by Guillermo Pavez

Las zonas francas industriales y su efecto sobre el empleo en
la Republica Dominicana (forthcoming)
by Frank de Moya

La industria maquiladora en Mexico (forthcoming)
by Mercedes Pedrero Nieto and Norma Saavedra

Las empresas multinationales y el empleo en la Zona Libre de
Colon (forthcoming)
by Carmen Miro

* The studies on Latin American and Caribbean countries were
undertaken together with the United Nations Centre on
Transnational Corporations (UNCTC).

Decision-making studies

Decision-making in multinational enterprises: Concepts and
research approaches (Working Paper No. 31)

by Michel Ghertman

ISBN 92-2-103831-9

Employment decision-making in multinational enterprises: Survey
results from Belgium (Working Paper No. 32)

by Daniel Van Den Bulcke and Eric Halsberghe
ISBN 92-2-103832-7

Public multinational enterprises and strateqic decision-making
(Working Paper No. 34)

by Lucien Rapp

ISBN 92-2-103946-3

ISBN 92-2-203946-7 (French version)

Decision-making in foreign-owned multinational subsidiaries in
the United Kingdom (Working Paper No. 35)

by Stephen Young, Neil Hood and James Hamill

ISBN 92-2-105016-6

Decision-making structures and processes in multinationals in
Japan (Working Paper 36)

by Yasuo Kuwahara, The Japan Institute of Labour

ISBN 92-2-105119-6

Access to decision-makers in multinational and multi-plant
enterprises: A review of labour law and practice (Working Paper
No. 37)

by Roger Blanpain
ISBN 92-2-105120-X

A case study on decision-making in selected multinational
enterprises in India (Working Paper No. 38)

by P.N. Agarwala

ISBN 92-2-105121-8
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Decision-making regarding restructuring in multinational
enterprises (Working Paper No. 39)

by Michel Ghertman

ISBN 92-2-105430-6

ISBN 92-2-205430-X (French version)

International divestment and restructuring decisions (with
special reference to the motor industry) (Working Paper No. 40)
by Mark Casson

ISBN 92-2-105428-4

Decision-making structure in United States and Japanese
manufacturing affiliates in the United Kingdom: some
similarities and contrasts (Working Paper No. 41)

by John H. Dunning

ISBN 92-2-105429-2

Decision making in 101nt ventures (1n preparatlon)
by Yaram Zeira and Shenkar

Concession bargaining and decision making in United States
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by Everett Kassalov

The entire set of the first 35 Working Papers is now ava11ab1e
on microfiche. Price: Sw.frs. 400; US$ 228; (1nc1ud1ng a
special binder with wallets permitting quick retrieval and
systematic filing of micro- fiches). Standing orders for
annual supplements are accepted. R -



