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Abstract

This research aims to ascertain how HR managers in China perceive their roles under
China’s economic transition period from a state-controlled economy to a market
economy. There has been a tendency for studies of Chinese HRM to be dominated by
survey-based methods and quantitative techniques and whilst these have provided
helpful cross-sectional insights they have generally failed to capture how the practice
of HRM is experienced from the perspective of Chinese managers themselves. An
examination of the literature shows that both in the context of Chinese HRM, and
HRM more generally, the lack of detailed qualitative research has left gaps in terms of
HR managers’ perceptions of their role, most notably in terms of its emotional
dimensions (especially important in the Chinese context of guanxi practices) and its
status as part of a career pattern.

This research therefore adopts an exploratory approach that aims to provide tentative
explanations of patterns that emerge from detailed semi-structured interviews with
Chinese HR managers (38 managers from 26 diverse companies). Analysis of this
data revealed three groups of respondents, defined according to their HR role
descriptions: Restricted Functional; Professional Functional; and Strategic Partners.
These groups are compared and contrasted in terms of their HR practices, the ways in
which they handle emotions, and their career anchors. In each case a distinctive
pattern emerges which appears to-reflect a complex combination of individual
aspirations and structural factors, the latter particularly associated with the
hierarchical structure of the organizations concerned and the ways in which power is
exercised. The study contributes to knowledge of HRM in six ways: 1. It supports
studies that claim ownership may not be the main determining factor in shaping
Chinese HRM practices; 2. It shows a tension in the debates about the role of HR
managers in relation to employee care and advocacy; 3. It makes a valuable
contribution to the role of emotion in HR work; 4. It contributes to showing the
significance of guanxi practices within Chinese organizations; 5. The study
contributes to the area of HR career development which has been seen to be largely
unresearched in any form; 6. Finally, it contributes to knowledge of HRM in China by
filling an important gap in the form of the lack of qualitative studies of Chinese
managers. By presenting a view of the nature and roles of Chinese HR work through
the words of Chinese HR managers themselves, this study presents a body of rich data
that provides a very unusual insight into the experiences of a group that has been
widely explored from the ‘outside’ but has been given little opportunity to ‘speak for
itself’.
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Chapter One

Introduction

Introduction

.China is the most populous country in the world and the third largest country in
geographical mass. It is also viewed as one of the fastest growing economies in the
world: the average annual growth rate in GDP has surpassed 12.5% since 1992
(Gregory & Wales, 1996). China not only presents itself as one of the largest traders
and one of the fastest growing economies in the world but has already ass@ed the
important role of one of the engines of global economic growth. This role of China
was evident during the global economic in crisis of 2007 when Chinese economy
showed significant resilience to the adverse economic climate and contributed

significantly to the global GDP even during the hostile economic conditions.

HRM, originally an American management concept, has grown in application in most
developed countries, defined for present purposes as “a strategic and coherent
approach to the management of an organization’s most valued assets — people
working there who individually and collectively contribute to the achievement of its
objectives” (Armstrong, 2000, p.6). The objective of this research is to study the

nature of HRM in China from the point of view of HR managers as the Chinese
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economy undergoes its transition from state-control towards capitalism. Most of the
principles of HRM, due to the American origin, are rooted in capitalism and liberal
labour market theory. However, in the case of China, the country is making a
relatively slow transition from government-controlled factor markets towards partial
capitalism! Thus there are potential problems and conflicts in applying concepts and
principles derived from Western HRM. To understand this challenging context it is

first necessary to provide some background on Chinese development.

Chinese Economic History

China had followed a system of communism which was characterised by centralised
government planning and state-run distribution systems from the 1940s until 1978.
Even though the Communist party had long argued in favour of industrialisation,
Maoism believed that modernisation was the “road to capitalistic restoration”
(Cushing & Tompkins, 2007, p.51). In 1978 the Chinese Premier, Deng Xiaoping,
began the process of economic reform with an objective of elevating the standard of
living of Chinese population, which was growing rapidly (Harvey, 2007). The
reforms coincided with the implementation of neo-liberal solutions in Britain and
United States. The economy and the managers under the leadership of Deng Xiaoping
were asked to work under the slogan of ‘xiaokang’- which meant that an ideal society
always took care of the needs of the members of the society. Deng summarised the

essence of the concept as four modernizations: in Agriculture, Industry, Science and
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Technology, and Defence. The objective of economic reform was not to abandon
communism but to make it function better through relaxation of direct control and

government planning.

In 1978, Chairman Hua Guofeng presented the ten year plan for the period 1976-
1985. The objective of the plan was to stimulate the infrastructure development
through 120 new projects spanning Iron and Steel, Oil and Gas, Coal, Electricity,
Railroad and Water Transportation. In 1960, China had produced 19 million tons of
Steel which fell to just 8 million tons in 1961, due to the anti-industrialist policies
perpetrated by Mao during the period of ‘Great Leap Forward’. According to the Ten
Year Plan, the steel production had to be increased to an annual level of 60 million
tons by 1985 and 180 million tons by 1999. The Chinese government during this
period realised that the indigenous technology was not adequately developed to
achieve these targets and so resorted to joint ventures with industrially advanced
nations such as Germany and Japan. The government also recognised that China was
very weak in the generation and transmission of electric power. The Ten Year plan
called for investment of $60 billion in Oil and Gas fields for exploration of new coal
mines as well as construction of 20 hydroelectric power projects and 10 other kinds of
power plants including thermal. Another area of modernisation was agriculture. China
was then a predominantly agricultural country that used primitive techniques in
agricultural production which undermined productivity and yield. According to the

Ten Year Plan, the government planned to invest $33 billion in modernisation and
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mechanisation of agricultural practices. The government was concerned that it had to
provide alternative employment to the 100 million agricultural workers who would be
left unemployed due to mass mechanisation, but was confident that the parallel
growth in industrial and infrastructural sectors would be sufficient to absorb the
displaced workers. The planned development in transportation infrastructure included

7 railroad lines across the country and 5 harbours to encourage exports and imports.

China faced massive shortage of capital to implement the extremely ambitious Ten
Year Plan. It was believed that the proposed projects would cost between $350 billion
and $630 billion during the plan period. Besides, most of the projects envisaged were
of very long-term nature meaning that there could be long periods of gestation before
they began to generate adequate revenue to become self-sufficient. As a means to
fund the investments, the government opened the tourism sector and actively
marketed China as a tourist destination, which saw some inflow of capital but which
was anywhere near adequate. The government, crippled by the shortage of domestic
capital, opened the gates for foreign investments. Many Japanese and German
companies invested in power and other forms of infrastructure projects on an equity
participation basis. China also arranged for a large loan of $1.2 billion from a
consortium of British banks. In a sequence of such debt schemes, the country
received about $10 billion of capital. The problems faced by China in implementing
ten year plans were not limited to capital alone. The country faced a massive shortage

of skilled labour. It was estimated that there would be a total of 400,000 skilled
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labourers by early 1980. However considering the total population of 1 billion and the
number of industrial projects envisaged simultaneously, this number was miniscule.
The problems with respect to the lack of basic infrastructure to support the ambitious
projects were clearly visible by the first year of implementation. Almost all the steel
plants which were constructed during the period could not attain the crucial
production threshold because of the lack of power to support these plants. Besides,
due to the failure of the government to press ahead with the development of new
harbours, the ships carrying iron ore from Australia and Brazil could not reach the
steel plants. The poor condition and inadequacy of the road transport meant that
alternative means of transportation of iron ores were unavailable. This led to massive
losses for Japanese and German firms which had invested on the basis of the

Government’s promises.

By 1979, the government began to openly acknowledge that the Ten Year plan had
hit major roadblocks due to their resource intensive nature which the country could
not provide. In June 1979, the government revised down the targets for all heavy
industries by significant margins. For some sectors such as Steel and Petroleum, the
targets were almost halved. About 348 heavy industrial projects and over 4,000 small
projects were halted. However the government persisted with the vigorous expansion
measures and aggressive targets for soft infrastructure projects such as power and

coal which were attracting large scale foreign investments.
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The period between 1979 and1981 is referred to as the period of readjustment when
the Chinese government was focused on correcting some imbalances in the economy
created by the earlier economic system and the original Ten Year Plan. During this
period of readjustment, the government, armed with its learning that promotion of
large scale heavy industries require massive infusion of domestic capital as well as
the existence of adequate soft infrastructure, intended to promote the expansion of
soft sectors such as agriculture, education, exports etc. One of the primary changes
brought about during this period was the rapid increase in exports. The remarkable
strength of present-day Chinese economy is its export-oriented industries. This has
been achieved as a result of export expansion programmes undertaken since 1979.
The government, during the period of readjustment, was also focused on improving
the state of infrastructure in the country including roads, rail networks, power, water
etc. and redirected investments into light industries which saw the growth of textiles,

banks etc.

In the industrial sector, the period of readjustment saw the adjustment of imbalance of
power which was totally concentrated in the hands of the government officials. The
~ individual businesses and small industries were given greater autonomy to follow
their own schedule of production and were provided with assistance in learning
management of the businesses. During the period before 1979, the factories were not
allowed to produce more than the government-dictated quota and production less than

the quota was severely punished. During the period of readjustment, the government
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relaxed the imposition of production quotas and allowed the factories to produce
more than the quantity specified in the production plan. The factories were allowed to
sell their additional output in the open market. Some major changes were introduced
during the readjustment period on a trial basis, some of which were confirmed during
the economic reform period that began in 1982. One of the most important was the
system of taxes. Prior to 1979, all businesses were required to remit all their profits to
the government. The government, who owned all the resources including capital,
redistributed capital to businesses on the basis of need. However during the period of
readjustment, a tax system was introduced, according to which, businesses were
allowed to retain a significant portion of their profits, after paying a large percentage
of tax to the government. The businesses were however required to distribute some
part of their retained profits to the labourers as bonuses and were also required to
compulsorily reinvest a specified part of their retained profits as investment in their
businesses in order to increase the scale of production. This reform, introduced on a
trial basis, saw a cheerful reception from the businesses who could take advantage of
open markets to increase their profits and in turn increase production, thereby raising

the wage level for the workers.

The readjustment period from 1979 to 1981 and the economic reformation period
which began in 1982 have led to emergence of China in the global arena as an
economic superpower. Chinese entrepreneurs continued to expand output and take

advantage of the forces of globalisation to increase exports which brought in huge
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inflows of foreign reserves and foreign direct investments. However, the most
significant point in the modern history of Chinese economy was membership of the
WTO in November 2001. Following this event, China continued to gradually reduce
trade barriers and has been making slow progress to free-float the currency which is
now pegged to the US Dollar in a narrow band. The outbound trade sector in China

continues to expand in spite of the increases seen in imports into the country.

‘The relaxation of controls on foreign investments saw thousands of joint ventures
between domestic companies and foreign companies, particularly from the developed
West. Besides capital, the foreign JVs also brought in modern management practices
and a developed educational system which some parts of the Chinese population
readily adopted. The schools and education system was modernised to match the
growth seen in agricultural and industrial sectors. Western education principles and
practices were imported. Science education was given major importance due to the
massive requirement for engineers and scientists caused by the sudden increase in the

rate of industrialisation of the country.

One of the important unintended outcomes of the economic reforms process was that

Cheng (1989) argues that the economic reform that China has undertaken is in fact a
form of reformation of property rights and ownership. The author argues that the
transition from state ownership of resources to private ownership is at the core of the

economic reforms. Economists had long argued that the incentives for the individuals
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to improve their productivity are limited in an economic system which does not
provide adequate rewards. China had a system of state ownership of resources
including land and factories which in effect converted all the Chinese employees and
owners into labourers. However, the responsibility system which was introduced as a
part of the economic reform with less restrictions in agricultural sector and with
significantly more restrictions in the industrial sector, allowed a group of individuals
to come together and obtain a lease of different resources from the government and in
turn remain responsible to fulfill the production quota set by the government as a part
of each lease. This was intended to ensure that there were adequate incentives for the
workers to work hard at their land and in their factories to exceed the production
quotas set by the government so that they would be able to sell the extra prodﬁce for
profits at the outside market and retain the benefits for themselves. Through this
system of government leasing out productive resources to private groups, China was
transitioned from communism to a system of pseudo-capitalism, even if not a full-

fledged form of capitalism.

Even though the economic reforms managed to usher in a period of economic
expansion in the country, a number of researchers have criticised the economic
reforms for creating a number of social and economic problems, including the greater
divide between the wealthy and poor in the country and the creation of an
underground economy. Dorn and Wang (1990) argue that the persistence of state

owned enterprises in the country, even after the reform period, has led to large scale

10
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inefficiencies and imbalances in the entire economy. They point to the fact that state
owned enterprises have lagged behind the private enterprises in productivity and so
have acted as a drag, in effect nullifying a large portion of the positive impact created
by the latter. Dorn and Wang (1990) note that in China, the real control of resources
still lie with the large public enterprises and the economic growth created by the
~ private enterprises has only increased the power of the elite group of bureaucrats who
refuse to adhere to the rules of the private market place. They claim that the economic
system fails to function effectively if the government does not take an impartial role:
“When enterprises are owned and controlled by the state, economic decisions
necessarily become political decisions, and impersonal price competition is
supplanted by forms of personal competition driven by the quest for political power

and privilege” (p.564).

Lin et al. (2003) identifies that the economic reforms in China are hardly half-way
through as there still remain some very important issues that need to be addressed,
some of which are created by the rapid economic reforms themselves. The primary
problem faced by the Chinese economy is that it is based on a high investment and
high consumption of resources model, rather than a high technology model as some
of the developed economies with which it will need to compete. A second problem is
the unequal distribution of resources among the different industries and the energy
shortage faced by the economy as a whole, coupled with issues of pollution and an

over dependence on coal-based energy. There is also an issue with exchange rates.

11



Chapter One: Introduction

The Chinese government has managed to make the currency float within a very
narrow range in response to the massive pressure exerted by the US. The country still
continues to subsidise and support its agricultural sector which, in spite of all the
modernisation, is not strong enough to face outright competition from the Western
mass producers of agricultural products. Economic reforms in China are, at best, an

unfinished agenda.

The ownership forms of businesses in China have seen changes that have reflected
the large scale changes and developments witnessed in the economy as a whole. The
changes to the rules governing Foreign Direct Investments in the country have also

affected the ownership forms of businesses significantly.

As stated earlier, economic reforms in China began in 1978. Before that period, all
major businesses and industries in the country were owned by State-Owned
Enterprises (SOEs) and private ownership of resources and factors of production was
barred by law. This government ownership of enterprises meant that the production
and productivity were determined by the government on the basis of the national
need. The government procured the goods from these enterprises directly and rationed
to the individuals on the basis of individual or group needs as determined by the
government officers. However, as soon as the government began the process of
economic reforms, some parts of the resources were handed over to private

businesses on a lease basis with a system of private markets where, after fulfilling the

12
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minimum required quota determined by the state, the private businesses were allowed
to sell the surplus products in the open market. Thus a large number of private

enterprises came into being.

Foreign firms participated in the ownership and profits of the businesses in which
they invested and this created a new form of ownership: Joint-Ventures (JVs) which
were considered a special form of Foreign Invested Enterprise (FIEs). The changes in
. legal statutes “provided foreign joint ventures with preferential tax treatment, the
freedom to import inputs such as materials and equipment, the right to retain and
swap foreign exchange with each other, and simpler licensing procedures” (Fung et
al., 2002, p.3). Thus, FDIs were not just permitted but were provided with additional
incentives even over the domestic investments. The JVs were provided preferential
treatment in the provision of public utility services such as water, power and
transportation. Besides, they were also allowed to procure these services at subsidised
rates which matched the rates paid by State Owned Enterprises. However until 1990,
the reforms were limited only to the operational and investment aspects of FDIs. In
1990, the government enacted legislation which allowed non-Chinese to become
Chairmen of the Board of Directors of the Joint Ventures. The legislation also
removed the cap of 25% imposed upon the proportion of capital that could be
contributed by the non-Chinese partners in the JVs. Subsequently, as the reform
process gained speed and the country began tasting success of some of the sectors in

which foreign investments were taking place, complete foreign ownership was also

13
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allowed on a selective basis. These firms were referred to as Wholly Foreign Owned

Enterprises (WFOEs).

Legalisation of FDI played very important role in the setting up of Special Economic
Zones (SEZs). In 1980, China set up SEZs in four provinces - Shenzhen, Zhuhai,
Shantou, and Xiamen. These SEZs were provided special status and so were
distanced from the bureaucratic problems faced by other businesses in the country.
The SEZs were also accorded a privileged status which ensured that the businesses
set up inside these SEZs could gain access to critical resources, including raw
materials, not only easily but also at subsidised prices. These factors played
significant roles in enhancing the flow of FDI into the country. Chiu (2002) argued
that SOEs and FIEs treat their employees in radically different manners thereby

evoking different kinds of commitments and productivity from them.

The history and development of HRM in China have been closely linked to the
changes in economic systems, which have been discussed above. Zhao (1994) states
that HRM and labour management practices in China are quite distinct and different
from those of other countries because of the unique political and economic systems in
the country. The broad issues involved in HRM in China will be outlined with more
detailed discussion provided in Chapter Two. During the pre-reform period, when
almost all the businesses were SOEs, HRM was present in only a diluted form. It was

mostly referred to as industrial relations management or personnel administration.

14
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Pieper (1990) érgues that personnel administration during communist rule in China
was more a political than a management function. It was used as a primary tool for
handing out favours to those employees who displayed loyalty and belief in the
communist system and punishments and disincentives to those who displayed any
form of digression from the political control. Training and development programmes
were used as principal tools of indoctrination of employees in communist thought and
philosophy. The selection and promotion of specific individuals was almost purely
based on their familiarity with the senior management of the SOE and their adherence
to the Party manifesto. Employees tended to be active at the social gatherings and
Party meetings in order to ensure that their career progress was on track, as those who
were found to be least interested in practicing and professing the dominant political
thoughts were considered not deserving of promotions and incentives. Even the SOEs
themselves were just required to fulfill production quotas set by the government and
existed to primarily to provide employment to thousands of labourers. As there was
no serious profit motive in SOEs, the productivity and performance of the employees
were not taken or ascertained in objective manner. Warner (2001) states that China
engaged in a “...colossal exercise in ‘mass mobilization’ or ‘people-management’ on
a scale hitherto not undertaken. The way the Chinese went about it colours the
description of how human resources are managed in the People’s Republic” (p.19).
Naughton (1995) argues that the labour base of China was primarily composed of

illiterate workers and peasants, which made it quite easy for the SOEs to mobilise
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them in large groups and indoctrinate them under the function of personnel

administration.

According to Cooke (2000) there are two very important attributes of personnel
administration which are distinctive to China during the period of full-fledged
Communist policies. First is that the personnel managers in SOEs did not have any
right to determine the pay or selection policies employees. The government decided
the number and nature of employees to be taken on for any specific function. The pay
scales for the employees were also fixed by government directives. The personnel
managers were required to simply execute the government policies and administer the
process of implementation. They were held responsible for any deviation in policies.
All employees at a particular level were paid same wages and all employees doing
similar functions across different SOEs were paid similar wages. Thus the personnel
management department had neither the requirement nor the right to determine the
performance or worth of each employee. Their sole duty was to conduct the
department activities in strict adherence to the policies determined by the government
(Child, 1994). According to Cooke (2004) the responsibilities of the;, personnel
department were allocating jobs, filing personnel records, and administering welfare

benefits.

The second important attribute of personnel policies during communist rule was the

assured life-long employment provided to the employees. This policy was referred to
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as the “iron rice bowl” because the employees were always sure that they would
continue to be fed by the government irrespective of their performance or of their
employers (Von Glinow & Teagarden, 1988). According to Ahlstrom et al. (2001),
policies such as ‘iron rice bowl’ made sure that there were virtually no HRM
practices in any major businesses until very recently when these policies were given

up by the enterprises.

Besides the SOEs, there were some family owned businesses which existed during
the pre-reform period, albeit on a very small scale. These family-owned businesses
were headed by the descendents of the family who typically exhibited very strong
‘guanxi’ with the government officers in their provinces. This close relationship
ensured that they could run their businesses without much interference from the
government in general and could tap into their sources for raw materials and other
resources which were required for smooth functioning. Even though these businesses
were not directly controlled by the government, the HR practices in them were close
to those in SOEs. Even though performance of the employees was closely monitored,
trust was given more importance than performance and the pay scale of the
employees were determined by the level of trust that they managed to evoke from the

owner.

The period of economic reform which began in 1978 saw the slow adoption of

Western HRM practices by the Chinese businesses. The joint ventures which were
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created between Western firms and Chinese counter-parts led to slow introduction of
Western management and HR practices. The creation of SEZs and WFOEs led to the
more robust adoption of these practices. As the government slowly privatised
resource ownership, the policies which ensured life-long employment for the workers
were relaxed. The businesses were allowed layoff employees in accordance with the
contractual agreements created between each employee and the employer.
Employment agreements and contracts became important documents determining the
rights and liabilities of employees and employers. Along with the breaking of the
‘iron rice bowl’, the rigidity and uniformity of wages were also challenged.
Businesses were given freedom to pay a wage as determined by the market rather
than the government. This ensured that there was competition among the firms to
obtain skilled and resourceful talents from afnong the population of workers. The
personnel administration department slowly began to assume the role of a more
western-style HR department with various policies related to recruitment, selection,
pay, training, retention, layoff, and performance appraisal etc., determined by the
management of each organisation. The enterprises shifted focus from seniority to

performance as the most important determining factors of the pay of employees.

However it cannot be stated that the Chinese WFOEs and JVs have adopted all the
policies and practices of the Western HRM. There is a cultural and social uniqueness
in China which has created barriers to the adoption of such policies. It has been noted

by a number of researchers that the adoption of Western HRM has been a very slow,
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gradual process which is considered to be still underway in several regions of the
country. At present, Chinese the business sector seems to demonstrate two different
forms of HRM which are somewhat contradictory. On one hand, there are a few
SOEs which continue to follow the old practices with respect to personnel
administration even though the State does not determine the wages of employees
anymore. On the other hand, there are hundreds of thousands of small and large
private businesses which have adopted Western HRM to a certain extent. The ability
of HR managers in China to adopt Western HR practices given the sharp cultural and
social differences that exist between China and developed West has continued to
remain an important point of study for many years and, as will be seen in the
following chapter, debates have continued about whether its practices are converging
or diverging from those of the West or developing as a form of hybrid (Selmer,

1999).

Conclusion

It is to exploré these tensions and conflicts that this thesis has taken the title of ‘HRM
in Transition: Chinese HR Managers Talk’. It is focused on the present condition of
HRM in China in its current transitional state. It is believed that during this period of
transition, HR managers face a number of conflicts and contradictions between the
Western HRM practices and the legacy of Chinese practices. More importantly it is
focused on the perspective of HR managers in China. A number of researchers have

already researched this topic from a macro-perspective, but there are few studies that
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examine how these changes are seen by practicing Chinese managers and fewer that
has attempted to do this through detailed qualitative techniques in order to get a full
and detailed understanding of what it means to be doing HR in the China of today. As
such the thesis is concerned to let their voices be heard and to see what can be learned

from their detailed talk about what it means to be a Chinese HR manager.

Therefore the aim of the research is to explore Chinese HR managers’ understanding

of the meaning of HR, involving:

1. To clarify the meaning of HR management practice;
2. To identify how HR practices are shaped by organizational and contextual factors;
3. To provide a unique insight into the thoughts, feelings and activities of working

Chinese HR managers and the issues they face in a period of transition.
The next chapter will examine the literature on HRM in general and specifically in

. China, in order to develop a set of research questions that can be used to address these

objectives and to contribute to the understanding of Chinese HRM.
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Chapter Two

Literature Review

Introduction

The objective of this research is to ascertain how HR managers in China perceive
their roles amidst China’s massive transition from a state-controlled economy to a
market economy. Most research studies have used quantitative data to ascertain the
'changes in the HRM practices and processes during this transition while only a few
researchers have attempted to use qualitative analysis in studying the changes that are
taking place from the perspective of Chinese HR managers especially in their roles
and relationships during this transition. The existing research tends to be focused
more on the practices than on the people. The aim of this literature review chapter is
to establish what is currently known about the changes in the HR practices and roles
in China, to determine the extent to which they are being affected by western
approaches, and to identify any gaps in knowledge that require to be addressed. For
this purpose, the chapter will first establish the major debates in the field of HRM in
general to provide the necessary background and examine how these debates are
reflected in the studies of HR practices in Chinese organisations. It will be shown that
there are two key areas where there is an absence of detailed knowledge that is
potentially limiting the understanding of Chinese HR. These two areas relate foremost
to the changing roles of Chinese HR managers and to the impact of this on their
careers‘and, secondly, to the emotional dimensions of HR work which are deemed
critical in the context of the debates on the significance of guanxi practices within

Chinese organisations.
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HRM - Its Development in the Western and Chinese Economies

To understand the development of HRM in the Chinese context and its influence on
the roles of Chinese HR managers, it is necessary to begin with an account of how
HRM has developed. This chapter will look into the primary development of HRM in
western developed societies before considering how it has spread as an international

practice.

A number of researchers have attempted to provide comprehensive definitions of
HRM based on how HRM is understood and practised in the Western countries.
Ackers and Wilkinson (2003) state that there are two broad categories which various
definitions of HRM fall into — inclusive and exclusive. The inclusive definitions
attempt to define HRM from a broader perspective on the basis of the different
practices and components of HRM. On the other hand, the exclusive HRM definitions
attempt to explain HRM using the differences between HRM and personnel
management or HRM and industrial relations. Although this is a distinction that
relates to the possible boundaries of HRM either as a distinct discipline that must be
understood in its own terms (inclusive) or as one approach of people management that
has developed historically or in relation to other people management approaches
(exclusive), it is necessary to consider both aspects to gain a full understanding of
what HRM involves in contemporary organisations and contexts. Therefore it is
desirable to begin by examining the historical development of HRM before turning

towards its specific policies and practices.

The development of contemporary HRM can be related to three broader

developments: business environment, organisation, and socio-cultural factors (Boxall,
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1993; Goss, 1997; Guest, 1987; Legge, 2005; Storey, 1991; Torrington et al., 2008).

This is summarised in Figure 2.1 below.

Figure 2.1: Three broader developments relating to contemporary HRM

Business Environment globalization
industry sectors
technological development

Organization organization structure
strategic management

Socio-cultural individualism
consumerism

Source: Goss (1997)

In the business environment, Goss (1997) refers to globalisation as ‘the progressive
'shrinking' of the world’ in the last half of the twentieth century. He argues that this has
opened up new markets to western businesses but has also exposed them to intensive
competition. This has meant that international businesses are more likely to have multi-
cultural workforces and more importantly, there will be a greater concern for
performance and innovation to compete against emerging economies with cheaper
labour conditions. He claims also that the shift of employment in developed economies
from manufacturing and into services has weakened the power of trade unions and
allowed managements ‘a much freer hand . . . to experiment with new patterns of work
organization’ particularly in terms of flexible working practices (De Cieri et al., 2007).
In terms of technology Goss (1997) claims that information and computer technology
have changed the processes of work allowing for more remote working but also the
closer monitoring of performance through control systems, and has changed the skill

base for many workforces making ICT skills a vital requirement for many forms of
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employment (Greenbaum, 1998, pp.124-141).

Organisational changes posed challeﬁges to traditional bureaucracy and created greater
interest in downsizing, delayering and decentralisation to create organisation that were
more responsive to change and with flatter structures (Grey & Garsten, 2001; Heckscher
& Donnellon, 1994). There has also been, as Goss (1997) claims, a greater interest in
strategic management as a technique for adapting to unpredictable future changes rather
than for purely rational long-term planning (Martin-Alcazar et al., 2008). The latter
approach meant that HR practices traditionally followed in a reactive way but, more
attention has now been given to how HR knowledge can be proactive for shaping

strategy (Boxall, 1996; Boxall & Purcell, 2003).

Collings and Scullion (2008) identify the changes in cultural ideas that have increased
the emphasis on individualism rather than collectivism (éssociated with the traditional
strength of trade unions) and the employees’ expectation of greater choice in the working
arrangements. There has also been a move in demographic factors that have seen more
women entering the labour market as full-time employees and an increase in the life
expectancy of older retired people that challenges pension and welfare systems which

can possibly lead to longer working lifetimes (Burke & Ng, 2006).

Goss (1991, 1997) argues that such changes have shaped the emergence of HRM in a
way that has given it a greater emphasis on strategic relevance in proactively
improving employee performance, in developing of policies more focussed on
individuals rather than workers in collective forms, and in creating work practices that

reflect changes to cultural values and demographic challenges. However, it is
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interesting to note that although these changes have been happening relatively rapidly
in the western context (over a period of 40-50 years; Burke & Ng, 2006), in the case
of developing economies such as China, it is possible to see a similar pattern of
development taking place at an even more rapid rate (Warner, 2009). The implications

of such rapid change will be discussed in the subsequent sections.

Based on the developments in HR practices that these changes have produced, Storey
(1995) defines HRM as a unique approach to employee management with an
objective to achieve competitive advantage through strategic deployment of a capable
and committed workforce that works in an integrated manner using a number of
cultural, structural and personnel techniques. Guest (1987) has acknowledged the
same concept as he states, “HRM comprises a set of policies designed to maximise

organisational integration, employee commitment, flexibility and quality of work”

(p.503).

Storey (1995) noted the differences between traditional personnel management and
HRM. These differences were presented as ideal-types that should be used not as
guides to prescriptive practice but as tools for analysis to determine how far a

particular organisation has moved in relation to the theoretical ideal-type model (see

Table 2.1 below).
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Table 2.1: A comparison of personnel and HRM

Dimension

Personnel and IR

HRM

Beliefs and assumptions

1. Contract Careful delineation of written Aim to go “beyond contract”
contracts
2. Rules Importance of devising clear “Can-do” outlook: impatience with

rules/mutuality “rules”
3. Guide to management action Procedures “Business need”
4. Behaviour referent Norms/custom and practice Values/mission
5. Managerial task Monitoring Nurturing
Vis-a-vis labour
6. Nature of relations Pluralist Unitarist
7. Conflict Institutionalized De-emphasized

Strategic aspects

8. Key relations Labour-management Customer
9. Initiative Piecemeal Integrated
10. Corporate plan Marginal to Central to
11. Speed of decision Slow Fast
Line management
12. Management role Transactional Transformational leadership

13. Key managers

Personnel/IR specialists

General/business/line managers

14. Communication

Indirect

Direct

15. Standardization

High (e.g. “parity” an issue)

Low (e.g. “parity” not seen as
relevant)

16. Prized management skills Negotiation Facilitation

Key levers
17. Selection Separate marginal task Integrated, key task
18. Pay Job evaluation (fixed grades) Performance —related
19. Conditions Separately negotiated Harmonization

20. Labour-management

Collective bargaining contracts

Towards individual contracts

21. Thrust of relations with

Regularized through facilities and

Marginalized (with exceptions of

stewards training some bargaining for change models)
22. Job categories and grades Many Few
23. Communication Restricted flow Increased flow
24, Job design Division of labour Teamwork
25. Conflict handling Reach temporary truces Manage climate and culture

26. Training and development

Controlled access to courses

Learning companies

27. Focus of attention for
interventions

Personnel procedures

Wide-ranging cultural, structural and
personnel strategies

Source: Storey (1995)
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Thus, Traditional Personnel Management emphasises vertical management of
subordinates, a function/operational centralised personnel department, an emphasis on
rules and procedures, reactive planning and policies targeted at ‘employees as a
collective whole. In contrast, HRM is characterised by a decentralised HR function,
responsibility for many aspects of people management devolved to line managers, an
emphasis on human resource planning as fully integrated with corporate planning and

a use of policies focused on individuals.

It has also been claimed that a central feature of HRM is the emphasis on the
proactive management of people in response to strategic objectives. Armstrong (1992)

states:

‘..the most significant difference is that HRM is based on a
management and business oriented philosophy. It is a central, senior
management driven strategic activity, and it is developed, owned and
delivered by management as a whole to promote the interests of the
organisation which they serve. Hence the importance attached to
strategic integration and strong culture, which flow from top
management’s vision and leadership, and which require people who
will be committed to the strategy, will be adaptable to change, and will
fit the culture’.
(Armstrong, 1992, p.38)

This has been summarised by Pettigrew and Whipp (1991). See Table 2.2 below.
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Table 2.2: Personnel management and human resource management

Element

Personnel management

HRM

Employee relation

Adversarial

Developmental and
collaborative

Orientation Reactive and piecemeal Proactive and business
focused

Organisation Separate functions Integrated function

Client Management Management and
employees

Values Order, equity consistency Client and problem

focused, tailored solutions

Role of specialist

Regulatory and record
keeping

Problem sensing, tailored
solutions

Role of line

management Passive ownership Active ownership
Linking various human
Overall output resource levers to business

Compartmentalized thinking
and acting

needs

Source: Pettigrew and Whipp (1991)
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The debate about the strategic role of HRM has been a major areé for investigation,
and has increasingly been regarded as an area in its own right — ‘strategic HRM’
(SHRM) (Boxall & Purcell, 2003; Martin-Alcazar, 2008). For example, Storey (2001)
defines SHRM as “a distinctive approach to employment management which seeks to
achieve competitive advantage through the strategic deployment of a highly
committed and capable workforce using an array of cultural, structural and personnel
techniques” (p.8). Schuler and Walker (1990) define SHRM as “a set of processes and
activities jointly shared by human resources and line manager to solve people related
business problems” (p.89). This definition of Schuler and Walker (1990) explains the
most important requirement of SHRM as differentiated from traditional HRM
practices. According to this definition, SHRM requires the HR managers to work
together with the line managers to identify and solve problems related to human
resources. Thus, HRM gets a strategic perspective and is integrated into the
mainstream operations of the organisation. In a classic model of the strategic
possibilities for HRM, Torrington et al. (2002) define five potential relationships
between organisational strategy and HR strategy:

1. The Separation Model: here there is no relationship between organisational
and human resource strategy; this type of approach is characteristic of old-
style TPM.

2. The Fit Model: this concentrates on the importance of people in the
achievement of organisational strategy; human resource strategy is designed to
fit with the organisational strategy. In this model the HR function responds to
organisational strategy by defining the behaviours needed from employees in
order to meet strategic goals of the organisation and then developing policies

to deliver these.

3 The Dialogic Model: this identifies the need for two-way communication
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between the organisational and human resource strategies, although the former

still assumes a dominant position.

4. The Holistic Model: this represents a recognition that the people of the
organisation are the key to competitive advantage rather than just a means of
achieving business strategy. As such, HR initiatives may take the leading role

in shaping the organisational strategy.

5. The HR-driven Model: this represents a situation where human resources are
considered to be the fundamental key to competitive advantage and their
application and development takes priority as a key determinant of strategic

direction.

This model can be reduced into three main positions: separation, fit and holistic.
Dialogic is seen as a variation of fit and HR-driven is an extension of the holistic
model. It is possible to suggest that the Fit and Holistic models are similar as each
places emphasis on the alignment of HR and organisational strategy. However, the Fit
model takes an ‘external’ focus as it can be seen as a response to organisational
strategy that is attempting to establish a fit with the external competitive environment.
Thus, organisation strategy is a response to changes in the competitive environment
and HR strategy is a response to organisation strategy in terms of producing the
needed behaviours from employees that will help to deliver the organisational strategy
and therefore make the organisation successful in its environment (Schuler & Jackson,
1987). However, in contrast, the Holistic model takes an ‘internal’ focus because it is
influenced by the Resource Based View of the firm and assumes that competitive
advantage comes from core capabilities and that these are most likely to be found
within the workforce (especially in knowledge intensive sectors; Barney & Wright,

1998; Boxall & Purcell, 2003). Therefore, it is necessary to develop strategies that
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identify and develop these core capabilities so they can be used to set the
organisation’s strategic direction and to gain advantage in the environmental
conditions. Thus, rather than responding to external changes as the main driver, this
approach seeks to use internal capabilities that can be maximised by innovative HR

policies to operate proactively in the environment.

One variation of the fit approach is the ‘best fit/best practice’ model (e.g., Pfeffer,
1994). This tends to lean towards the aspect of prescription by specifying the policies
that need to be configured as necessary requirements for producing high performance
and high commitment rather than taking a contingency view which argues that
policies will need to change in relation to different environments. However, this
former assumption has been given critical review by Marchington and Grugalis

(2000) on the basis of available research evidence in the key areas of the approach:

Best practice, it seems, is problematic. When unpacked, the practices
are much less ‘best’ than might be hoped, there are times when they
appear to present contradictory messages, they are not universally
applicable, and they tend to ignore any active input from employees —
other than to help achieve employer goals — into the organizations for
which they work. It is not clear that employees are as enthusiastic
about the model as their employers and, if they are, their views are not
accorded the same space. In presenting the argument for the adoption
of ‘best practice’ HRM, the nature of the employment relationship
itself is over-simplified and distorted. Useful though this debate has
been, and it has certainly catapulted discussions of the links between
HRM and performance into the limelight, much more research is
needed to make it meaningful and sufficiently rigorous to withstand
critical analysis.
(Marchington & Grugalis, 2000, p.1121)
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The first is the need to examine particular practices in detail rather than to assume that
their effects are positive and beneficial. The second is to be cautious about the ways in
which policies operate together rather than to assume the effectiveness of the so called
“criterion-specific studies, such as that by Pfeffer, which outline a number of ‘best
practices’ and suggest that the closer organizations get to this list the better their
performance is likely to be” (Marchington & Grugalis, 2000, p.1115). As Guest (cited
in Marchington & Grugalis, 2000) points out, there “may be room for variation
between organizations in order to make allowance for specific internal and external
circumstances. In this case, the key might be to identify the key objectives and
strategies of an employer, and then search for HR practices which might be
appropriate in the circumstances” (p.1115). This can be seen to be in line with the
recognitibn of the contingency effects as outlined above, rather than the adoption of

universal prescriptions.

The best fit theory of SHRM is typically considered better than best practices theory.
‘Fit’ refers to an ideal set of practices that suits the needs of an organisation (Guest,
1997). According to Armstrong (2000), the best fit theory requires that the needs of an
organisation be assessed using a detailed analysis of the context which includes
factors related to culture, technology, structure etc. Based on the requirements, a
specific set of practices may be identified out of the best practices so that they would
together form a bundle. Thus, the chosen bundle is expected to meet the specific
requirements of the organisation. Purcell (1999), however, opines that the
organisations should focus less on fits and practices and more on processes of
organisational change. The best known approach of this sort is the Resource Based

View (RBV) of HRM. According to this theory, an organisation derives competitive
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advantage from its resources; however, in order to create competitive advantages,
these four criteria need to be satisfied: value; rareness; imperfect mobility; and non-
substitutability. According to the RBV, a firm should treat its employees as resources
and should ensure that the specified characteristics are developed in the resource. The
firm would then be able to derive competitive advantages over its competitors using
the firm’s human resources, “managers must look inside their firm for valuable, rare
and costly-to-imitate resources, and then exploit these resources through their

organisation” (Barney, 1991).

The inherent logic behind RBV is that any given firm possesses a plethora of
resources and capabilities that may not be immediately obvious and for the most part
not tradable on the open market, yet of crucial importance to the strategic success of
the firm (Conner, 1991; Rumelt, 1984; Wernerfelt, 1984). According to Lado and
Wilson (1994) “a firm's resources encompass all input factors — both tangible and
intangible, human and nonhuman — that are owned or controlled by the firm and that
enter into the production of goods and services to satisfy human wants” (p.700). In
this sense, the RBV considers employees and human resource systems to be one such
resource and can be a leading contributor in achieving a sustainable competitive
advantage. This is possible because they facilitate “the development of competencies
that are firm-specific, produce complex social relationships, are embedded in a firm's
history and culture, and generate tacit organizational knowledge” (Lado & Wilson
1994, p.699). This largely draws upon disciplines such as behavioural psychology and
proposes that through the effective use of human resources as a strategic tool,
specified patterns can be created for employees to demonstrate strategic functio-ns

such as instilling a low cost or product differentiation mindset (Schuler & Jackson,
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1987; Schuler & MacMillan, 1984). In this sense, the firm not only acquires these
resources but plays an important role in fostering, developing and organising them in
a way that adds value of a unique nature and makes it prohibitively hard for
competitors to imitate (Barney, 1991). For the resource to be difficult to imitate, it
must contain facets that are immovable and firm specific. Hence, the intense
applicability of RBV to SHRM is obvious. Competitors find it difficult to copy
capabilities that are based largely upon the skills, the behaviours and the knowledge
of employees (Colbert, 2004; Hoskisson et al., 1999; McMahan et al., 1999; Wright et

al., 2001; Ulrich & Lake, 1990).

However, despite the growing sophistication of these theories, there has been little
consistency of findings regarding the significance of HR practices for organisational
performance despite the development of the theories about the nature of HRM and its
relationship to wider patterns of business organisational forms. Schuler and Jackson’s
(1987) study of US firms concluded that it was possible to show significant
competitive advantages from HRM practices; also Huselid (1995) reported that firms
that linked their HRM to core strategy produced significantly higher financial
performance. Youndt et al. (1996) found a relationship between the strategic
importance attributed to HRM rpractices and the performance of firms. Also Collins
and Clark (2003) explored the ‘black box’ of thé relationship between HR practices
and firm performance and found that better HR practices lead to higher firm
performance. Dyer and Reeves (1995) opined that the popularity of SHRM had
increased because of the promise that it makes to improve the productivity and firm
performance but claimed that only an average of 20% of organisations in the US had

adopted SHRM although it could be as high as 50% in some specific industries. Dyer
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and Reeves (1995) claimed that the present empirical studies are overtly focussed on
the rapidly shrinking population of blue collar workers in the US and concluded that
“there is every reason to believe that the strategic bandwagon will continue to roll,
best to bear in mind the rather fragile empirical undercarriage on which it currently
rests” (p.15). Richard (2000) studied the relationship between cultural diversity and
firm performance using an empirical data from the US, focusing on the ability of
SHRM to bind different cultures together and make them work as a unit focussed on
attaining the goals set by the organisation’s management. It was concluded that when
cultural diversities are managed using an appropriate SHRM framework, it adds value
to the organisation in ter@s of better performance. Bowen and Ostroff (2004)
attempted to identify the intermediate linkages which enable superior SHRM practices
to get translated into better firm performance using a measure called ‘strength of the
HRM system’ based on the resource-based assumption that collectively, a firm’s
human resources hold serious implications for firm performance and provide a unique
source of competitive advantage. The authors modelled the different characteristics of
the HRM system and suggested that organisations in which the HRM systems are
characterised by strengths such as distinctiveness, consistency and consensus, the
SHRM practices are most likely to translate into superior firm performance. Thus the

following summary of this data which is useful to quote at length:

There is little doubt, therefore, that in the past 20 years some progress
has indeed been made in the analysis of the relationship between HRM
and Performance. On balance, however, progress has been modest.
This is reflected in the rather mixed and, by and large rather cautious
conclusions from some of the main overview articles that have
appeared over the past few years. Becker and Gerhart (1996) . . .

indicate that the conceptual and empirical work .. .. has progressed
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far enough to suggest that the role of human resources can be crucial.
Similarly, Paauwe and Richardson (1997) . ... conclude that HRM
activities give rise to HRM outcomes which will influence the
performance of the firm. More specifically, Huselid and Becker (2000)
indicate that the effect of one standard deviation change in the HR
system is a 10-20 per cent increase in a firm’s market value. However,
on a more cautious note . . . Wright and Gardner (2003) reflect on the
available evidence and conclude that HR practices are at least weakly
related to firm performance, while Boselie et al. (2005) . .. conclude
that much — though by no means all — of the empirical HRM research
in its ‘systems’ form has been found to matter . .. for organizational
performance. . .. Wall and Wood (2005) conclude — even more
cautiously — that the evidence for an effect of HRM on performance is
promising but only circumstantial due, for the most part, to inadequate
research design. Thus, 19 of the 25 studies they examined report some
statistically significant positive relationships between HR practices and
performance. The effect sizes, however, are typically small, with the
majority of studies also failing to pay proper attention to whether it is
the HRM system (the ‘gestalt’) generating the effects or just specific
component/individual practices (p.453). Overall, therefore, they
conclude that . . . the existing evidence for a relationship between
HRM and performance should be treated with caution’ (Wall and
Wood, 2005, p.454).
(Paauwe, 2009, p.132)

It can then be concluded that there may be a necessary but not a sufficient relationship
between the level of HRM practices and organisational performance as it seems that
poor HRM would usually have a negative impact on performance by leading to
reduced motivation and to issues such as absences and higher turnover (Van Riel et
al., 2009); however, this alone might not be sufficient to ensure high performance i.e.,

HRM prevents negative impacts but may not significantly increase positive impacts
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automatically. This is one possibility suggested by Brown et al. (2008) based on the
WERS study of the UK with a sample of approximately 50,000. They reported that
job satisfaction (achievement) improved in the UK between 1998-2004 as well as
improvements in job security, ‘climate’ and management responsiveness but they also
noted a marked decline in ‘high involvement” HRM practices. They concluded that
the satisfaction (and hence, overall performance) improvement was associated with
job security and management responsiveness which were functions of labour market

conditions rather than HRM strategies alone.

On the basis of this overview of general approaches to the nature and definition of key
HRM issues, the attention can now be focussed on China and how these developments
have been reflected in the people management processes of the country. The research
on HRM practices, systems and performance in China has been conducted fairly
recently but has grown rapidly. As China remained closed to international businesses
and was entrenched in the traditional form of state controlled management, there were
very few researchers who were interested in the management practices in the country.
However, the entry of China into WTO and the opening up of the country’s foreign
investment floodgates saw a huge influx of capital and resources from the West to
China. These funds led to the creation and rapid growth of Foreign Invested
Enterprises (FIEs) in China. These organisations brought western management
thought and practices along with capital inflow into the country. The Chinese
organisations found significant benefits in the western style of management and many
began to blend their traditional practices with those of the Western countries. This
transition has attracted a large number of researchers to study the management and

HRM practices in Chinese organisations particularly on the changes that are taking
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place. Zhu et al. (2008) conducted a comprehensive survey of the HRM literature
related to China and identified that the number of research papers increased by almost
100% from the 1995-1999 period to the 2000-2005 period. These numbers purposely
exclude Taiwan and Hong Kong which have remained pockets of greater attention for

over a decade.

Almost all of the researchers who study HRM practices in China note that the
organisations in the country are making slow transition from their traditional style to a
Western style. Ding et al. (1997) studied 158 FIEs in the Shenzhen Special Economic
Zone (SEZ) because of their unique blend of foreign and domestic resources and the
power of control which is mostly vested with the Western partners of the firms. The
authors identified that the FIEs had already made a major move away from the typical
Chinese HR system based on centrally planned job allocation, lifetime employment
and egalitarian pay. Instead these firms had embraced western practices such as an
open job market for employees, performance-based compensation plans, and training
programmes focussed on differences in skills and requirements. The authors contend
that these changes reflected the influence of economic reforms; however, these firms
still retained at least some of the Chinese societal ideologies such as approximate
equality of pay between men and women, between management and non-management
staff, provision of housing and other benefits as part of salary packages which are not

typically found in the Western HRM style.

Child (1991) identified three strategies that worked to reduce the conflicts between
western and Chinese entities arising due to the clash of cultures. The first was for the

Western parent companies to totally accept Chinese practices, citing the example of
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joint ventures in Hong Kong which were typically characterised by this approach. The
second strategy was to totally westernise the HRM practices in Chinese companies,
giving the example of popular hotel chains which bought local hotels and converted
their entire set of practices to reflect the Western standardisation of service. Finally,
the third strategy was to create a hybrid HRM system which integrated the popular
principles of both sides. It was noted that the third strategy avoided the other two
strategies’ major disadvantages: the Chinese subsidiaries often adopted refined HRM
practices such as performance based pay and competitive job markets while retaining
some valuable Chinese practices such as long-term relationships with stakeholders.
Bjorkman and Lu’s (2001) study of 63 joint ventures between Chinese and Western
entities examined the practices associated with professional and managerial level
employees in these joint ventures. It was observed that the HRM practices in the
sample companies mostly resembled those of the western counterparts than of the
domestic companies. The authors cite the higher bargaining power of the western
entities as the main reason for this higher degree of adaptation by the joint ventures.
Farley et al. (2004) characterised the relationship between Chinese subsidiaries of
foreign companies and their headquarters using push-pull factors. When the two
entities which were expected to work together in a synchronised fashion did not face
the same kind of economic, political, social and other contingencies, there could be
conflicts arising during the normal course of business. The parent company could
push the Chinese subsidiary to adopt the HRM practices and policies formulated by
the headquarters. On the other hand, the Chinese subsidiary could be influenced by its
own domestic values and cultural factors. If these factors were strong enough, the
subsidiary exerted a pull force on the parent company thus explaining the dynamics

and reasons for the often slow adoption of western management culture and HRM
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practices by Chinese companies. A number of early researchers including Hofstede
(1983, 1994), England (1983), and Rosenzweig and Singh (1991) also noted that the
pull factors could be strong in Chinese case as the culture itself was extremely
traditional which strengthened ties between the entities and the society making it

difficult to shun domestic values and adapt Western style HR practices.

Although some commentators (Selmer, 2004; Tsang, 1999) have argued that the

focus of Chinese companies should be globalisation and not localisation as
globalisation would provide opportunities for the domestic labour force to learn new
skills and acquire new technologies, most research studies agree that it is difficult for
Chinese subsidiaries to totally reflect Western management philosophies. Most
researchers have suggested a middle ground, pointing to hybrid HRM systems that are

emerging in Chinese subsidiaries. Gamble (2003) states that:

‘...structural dimensions such as the country of origin, the degree of
international production integration and the nature of product markets
appear to have less utility in explaining the transfer of HRM practices
than institutional and cultural features of the host-country environment
and, above all, specific firm-level practices and the presence of
expatriates in key management roles.’

(Gamble, 2003, p.1)

Zhu et al. (2008) note that most of the researchers have based their opinions on
observations, made from FIE which are formed as results of joint ventures between
Chinese and Western companies. This form of organisation has typically interested
researchers because of the complex control structures evident in them. The handful of

research studies (Benson & Zhu, 1999; Bjorkman, 2002; Branine, 1997; Child, 1995;
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Cooke, 2000; Ding et al., 2002; Goodall & Warner, 1997; Lewis, 2003; Ng & Siu,
2004; Warner, 1986) that have focussed on the Chinese State-owned Enterprises have
emphasised that these entities continue to practice most of the traditional Chinese HR
processes and so have lagged behind their private counterparts in terms of their
efficiency and productivity. However it has been noted that the reforms brought about
by the Chinese government and adoption of Western HRM practices by private
enterprises is starting to impact on SOEs although most maintain that large scale
reforms are still needed. Pei et al. (2004) focus entirely on the SOEs in the healthcare
sector and identify two major issues with respect to poor efficiency and productivity:
outdated wage policies and lack of management control over recruitment process and
decisions. Ding and Akhtar (2001) conducted primary research through questionnaires
using samples from 326 joint ventures and state-owned enterprises. Using structural
analysis, the authors attempted to identify the different contextual factors that can

influence HRM practices in these entities. They concluded that:

Ownership and the strategic role of the human resource were key
variables in explaining an organization's choice of HRM practices. Age
and size of the organization had limited effects. Compared with cost
and quality strategies, the innovation strategy affected HRM practices
both directly and indirectly which indicated the increasing dynamism
of the Chinese economy towards a market orientation.

(Ding & Akhtar, 2001, p.946)

It will be noted later on in the results from the current study, drawn out from a much
smaller sample which may not be a substantial representation statistically, that the
effect of ownership alone does not establish the approach to HRM practices although

it does have some degree of influence.

42



Chapter Two: Literature Review

Easterby-Smith et al. (1995) compared the cultural aspects of Chinese and UK
companies to identify the micro-aspects of similarities and differences. The study
acknowledged not only the popular notion of widespread differences in the HRM
practices of these two countries but also emphasised the surprising yet existing
similarities. Particularly, the significant resemblance of their manpower planning
systems were determined to be factors which were not influenced consequently by
national and cultural aspects. On the other hand, in some parts such as pay and reward
systems, the authors identified major contrasts concluding that “there may be deep-
seated differences between the two countries in terms of attitudes toward rewards
which will limit the transferability of HRM ideas in this area” (Easterby-Smith et al.,

1995, p.1).

Shifting attention to the issue of strategic HRM, Selmer (1998) presented one of the
most comprehensive lists of differences between SHRM practices in the Chinese and
Western models. The most important distinction observed dwelled upon the
dimension of approaching or solving an existing problem. The Western system leaned
its focus towards finding strategic solutions whilst the Chinese system employed
functional solutions to similar problems. This primary difference resulted in wide-
spread variations in the way SHRM was currently being practiced in the West and in
China. The author pointed out that communication in the Western system of SHRM
was flexible while that in the Chinese model was constrained. The reactionary
leadership typically seen in China, as compared to the proactive leadership in the
West, was claimed to be a major hindrance to a successful implementation of SHRM.
Chinese managers lacked comprehensive training for it and were prone to having a

static management style and a tendency to avoid conflicts and confrontations. The
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strong hierarchical organisational structure served as a barrier for HR managers to
take part in top-level meetings and decision making processes. This meant that HRM
practices were considered as a corresponding end result to the strategic decisions
made by top management. The authors concluded that SHRM practices were not
implemented in any significant extent in most Chinese corporations including those

that had active business and strategic links with Western counterparts.

Warner (2005) presented a more promising state of SHRM in China. He stated that
SHRM practices were in place to a notable extent at least in Chinese companies with
joint ventures in Western companies. The same applied to Chinese subsidiaries where
HR managers were presumably relocated from the head office in the West to China
for the purpose of inculcating the practices and culture of the main branch. Chinese
HR managers were usually hired from prestigious business schools in the country.
Most of them, if not all of them, tended to be proficient or well versed in Western
management school of thought particularly SHRM practices and theories. This,
Warner claimed, has ultimately led to the adoption of what ought to be considered as
critical parts in SHRM such as HR planning, performance-based pay etc. Zhu et al.
(2005) also supported the view that SHRM practices are becoming more common in
China (in contrast with the initial expectations of their research). For them, China is
seen to be undergoing a transitional phase where the reforms in essence are poised to
make it become an integral part of the global economy. Using a regression analysis
method, the authors identified the changing role of HRM in higher level decision-
making procedures in the industrial sector of China, thereby showing clear and
emerging trends of increasing propensity for the adoption of Western HRM practices

in Chinese corporations. The authors drew out the conclusion that more and more
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companies in China, including those that are owned locally, are showing outward

tendencies to include HRM in strategic decision making processes.

In the earlier section of this chapter, it was suggested that HRM practices in China
tend to vary depending on the different types of ownerships. However, in the case of
the adoption of SHRM, many researchers including Zhu et al. (2005) and Wei and
Lau (2005) state that ownership type is not a major determining factor. They stress
that SHRM practices from the West have permeated through the corporate layers of
Chinese companies in-spite of the strong influence held by the Chinese culture. Wei
and Lau (2005) claimed three most important factors that play detrimental roles in
deciding the adoption of SHRM were market orientation, HRM importance and HRM
competence. The authors tested this hypothesis on a sample composed of
heterogeneous firms from different sectors in China. The results test indicated that all
the three factors show significant influence upon the adoption of SHRM practices by
the organisation. It was noted that the organisation size and the type of ownership did
not have any significant impact on the adoption of SHRM. However, Schuler and
Jackson (2007) argued that the major problems hampering HRM practices in China
was the lack of integration in HRM activities. They stated that the Chinese firms “lack
a comprehensive HR strategy that provides skilled training and career structure”
(Schuler & Jackson, 2007, p.280) and in spite of an oversupply of labour, companies
face problems in retention due to the lack of coordination between recruitment and
training processes. They claim that there is a lack of relationship between motivation
and performance with reward as pay packages are often decided or awarded on the
basis of guanxi (which means that pre-existing connections of some employees with

decision-makers in the organisation prevail over merit or performance; see further
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below). In addition, they assert the absence of structural planning and cultivation in
terms of organisational culture can fundamentally affect loyalty and commitment
amongst employees. However, in contrast to most other researchers, Schuler and
Jackson argue that SOEs in China have a much better HR system than smaller and
private companies. The reason for this is that the state owned firms have a history of
directly hiring thousands of employees. Over time, these entities have learned a
number of efficient techniques and tools of HRM by trial and error. However, other
writers have pointed out that most of the elements in these SOE HRM systems, in
practice, are very outdated and that, due to rigidity of the system, further changes or
improvements may not be feasible. In fact, Wang and Fang (2001) surveyed
employees from a large number of MNCs operations in China and showed that most
of the employees opted to join MNCs primarily because they believed that their
talents and skills would be developed and utilised to the fullest extent. They cited
financial rewards as a secondary factor in influencing their decision. Li (2000) used
an exploratory model to study the relationship between competence and performance
in Chinese firms in four broad areas — marketing, product inno%/ation, manufacturing
and HRM. The HRM area included employee empowerment, job promotions and
performance management criteria. The author observed that HR items were highly
correlated with the performance variables and he opined that “the results clearly show
a trend moving from the state-planned economy to the market economy” (Li, 2000,
p-299). Takeuchi et al. (2003) studied the impact of HRM practices on Chinese and
Taiwanese affiliates of Japanese corporations and concluded that SHRM practices do
have significant positive impact at the minimum on the financial aspects of the
performance of the firms, confirming the conclusion previously drawn out by Li

(2000) using a different sample and a completely different method of analysis.
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Similarly, Deng et al. (2003) studied the effects of HRM on the export performance of
firms in China and concluded that HRM had a substantial impact on enterprise
performance. Law et al. (2003) ascertained the significance of how firms managed
their human resources to be related to the social framework within which each 6f
them was located. The authors studied empirical data from 180 firms in China to
isolate two dimensions - human resources management and perception of constituents
towards their leaders. Based on the results, the authors concluded that both HRM and
followers’ perception of top level management played important roles in determining
the financial performance of the firms. They conclude that “while social institutions
remain powerful in a transitional economy, effective HRM is important to firm

performance” (Law et al., 2003, p.255).

Ng and Siu (2004) focused on the role of training in enhancing the performance of
firms in a transitional economy using a sample of manufacturing firms. One of the
important findings in the study was that the non-state owned firms tended to attribute
greater significance to training than SOEs. It was found that SOEs tended to focus
simply on skills training while the non-SOEs concentrated on nourishing relationships
as well as the improvement of skills. As the non-SOEs tended to focus more on a
broader form of training, the authors found that their productivity tended to be higher,
matching the conclusion made by Law et al. (2003). Bjérkman and Fan (2002) studied
a sample of 62 manufacturing firms in China including a number of joint ventures and
wholly owned subsidiaries of foreign enterprises. They concluded that “a positive
relation was found between firm performance and the extent to which firms used a
'high-performance’ HRM system as well as the degree to which they engaged in the

integration of HRM and firm strategy” (Bjorkman & Fan, 2002, p.853), reflecting
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Becker and Huselid’s (1998) assertion that HRM affects business performance
significantly. Zhu et al. (2008) has claimed that the conclusions arrived at by
Bjorkman and Fan (2002) are some of the strongest evidence in support of the close

positive relationship between firm performance and the degree of integration of HRM.

At best it can be observed that SHRM in Chinese enterprises is still at its nascent
stages. While firms, both state-owned and private, recognised the importance of
SHRM and have begun adopting these practices, there is a still long way to go in
implementing SHRM practices completely and understanding the likely impacts on
performance. However, this is not completely different from the situation relating to
the research as these factors apply to western organizations. The analysis so far for
this chapter has focused on the overall nature of HRM issues at an organisational
level, including their links to strategy and organisational performance. However, it is
also necessary to move the level of analysis towards the role that actual HR managers
undertake and how this has been affected by the wider patterns of change identified

above.

The Roles of the HR Manager

The changing role of HR managers has been the topic of research for many decades
and largely in response to the sorts of changes in HRM structures mentioned in
previous sections. Thus the research into this area attained prominence primarily due
to the massive increase in scope of organisation activities caused by the forces of
globalisation and trade liberalisation. This section attempts to briefly analyse some of
the important models that have captured the changing roles of HR managers in

multiple settings.
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Storey (1992) conducted empirical research in the form of case-analysis using a
sample of 15 UK based companies in order to acquire a better understanding of the
nature of roles played by HR managers in each one of them. On the basis of the
outcomes of the research, he presented a simple model for drawing out insights from
them accordingly. In the model, the author takes into account two dimensions —
‘intervention’ and ‘nature’, thereby creating a total of four variants of HR roles. The
first dimension goes from intervention to non-intervention. The interventionist
position means that the HR manager is actively involved in the key decision-making
processes of the organisation; on the other hand, a non-intervening HR manager tends
to be restricted to implementing others’ decisions and does not participate in the
decision making process itself. The second dimension, nature, is divided into strategic
and tactical roles. The strategic nature of HR means that the HR manager is involved
in long-term decisions which determine the future course and success of the
organisation based on inputs relevant to its HR capabilities. Tactical roles involve
decisions deemed as operational in nature and mostly pertain to short-term progress in
narrow functional areas. Figure 2.2 shows the four HR roles created through the

intersection of the two dimensions.
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Figure 2.2: Storey’s model of HR roles
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Source: Storey (1992)

A HR manager plays the role of a Change maker when his/her function is intervening
and strategic in nature. In other words, a change maker takes active participation in
making strategic decisions in the organisation. In this role, the HR manager has the
power to usher in major changes which could change the future of the organisation
(this approach could be seen to be associated with a RBV position towards SHRM).
When HR managers are provided with intervening powers but restricted largely to
tactical functions, they assume the role of Regulators within the organisation. They
may be able to bring about changes in the processes and activities but their
interventions are either short-term or in support of strategic decisions rather than
informing these (this could been as more compatible with the ‘fit’ approach to SHRM,
with the role of HR being seen as ‘downstream’ from the key decisions influencing
business direction). When the HR managers are allowed to participate in strategic
decisién—making procedures but are not given decisive powers, they remain as
Advisers to the management. They provide insights or opinions in strategic meetings

but their inputs remain as advice which other managers may choose to overlook.
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Because they are non-interventionary the HR approach is likely to be slow to respond
to changes unless these get the full support of other key managers. When HR
Managers are not allowed to participate in strategic functions and are not involved in
decision-making, they remain as Handmaidens. In simple tefms, they carry out orders
issued to them but they do not have any major influence in decision making. Here the
HR approach is likely to be narrow and functional and not responsive to change.
Change makers, Regulators, Advisers and Handmaidens, therefore, represent the
descending order in terms of power for HR roles. Over a decade after Storey
formulated the above model, Caldwell (2003) evaluated its empirical validity by
ascertaining the nature of the roles played by HR mangers in top 500 UK firms. In her
findings, most of the HR managers considered the Advisor role as the most important
one. However, she also concluded that most of the managers played not just one but
multiple roles in organisations. Thus the actual HR manager’s job usually included

two or more of the four roles specified in the model.

Ulrich (1997) presented a refined model of Storey’s work. According to Ulrich, the
strategic-tactical dimension remains largely unchanged but refers to operational rather
than tactical. This is to emphasise that strategy and operations are different levels of
activity rather than being simply short-term or long-term. The intervention/non-
intervention dimension was changed to Processes-People. Ulrich assumes that the HR
function is always ‘interventionary’ in nature and it is a question of whether these
interventions focus on people or processes (this can be seen as broadly equivalent to
the distinction between ‘humanist’ and ‘instrumental’ approaches to HRM identified
by Goss [1991]). Ulrich’s classification does not assume watertight boundaries; he

states that it is possible for a HR manager to play a combined role with attributes
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drawn from more than one of the types shown in Figure 2.3.

Figure 2.3: Ulrich’s model of HR roles
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Ulrich states that these two dimensions better represent the different kinds of focus
that HR managers may have in their roles. A HR manager whose focus is on the
strategic aspects of the organisation and the processes of HR, assumes the role of a
Strategic Partner. This type of HR manager moulds the processes in the organisation
to meet strategic goals. This notion is consistent with the ‘fit’ model of SHRM
identified above. On the other hand, when the focus is on People along with an
emphasis on strategy, HR Managers become Change Agents. They bring about
organisational transformation and deliver cultural changes in the unit. This is

considered as having direct association with the RBV view of HR strategy. When the
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manager is focused on day-to-day operational aspects and processes, he/she becomes
an Administrative Expert. The actual focus is on holding high level expertise in the
technical processes involved in HR practices and in administering them. It can be
noted that this does not necessarily mean that HR managers are required to be experts
personally but would entail a certain level of knowledge on how to diagnose the need
for expertise on the specified field and be able to administer and manage tasks in
order to meet this need accordingly. On the opposite end is the Employee Champion
whose primary focus is on the employees on a day-to-day basis in order to maximise
their potential and efficiency. This role is not only limited to the provision and
protection of welfare but most importantly deals more with the promotion of human
capital within the organisation and the development of its potential (rather than just

seeing it as a cost to be minimised).

Ulrich and Brockbank (2005), see Table 2.3 below, subsequently revised this model
so that the Employee Champion transcends to Employee Advocate or Human Capital
Developer. They distinguish these two roles by stating that the former is focused on
the transient needs of today’s employees while the latter concentrates on their future |
development to help them achieve overall success in the long run. Similarly, the role
of Administrative Expert evolves into a Functional Expert. This is because
administrative functions are no longer sufficient to deliver HR values. They also
require strategic intervention and participation in policy-making. The authors redefine
the role of Change Agent and Strategic Partner as one role and introduce a new role of
HR Leader which integrates across all the roles of HR but also functions to ensure the

effective operation of the HR function itself.
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Table 2.3: Evolution of HR thinking

Mid-1990s Mid-2000s Evolution of thinking
Employee Employee advocate (EA) | EA focuses on the needs of today’s
companion Human capital (HC) employee; HC developer focuses on

developer preparing employees to be successful

in the future

Administrative Functional expert HR practices are central to HR value.

expert ’ Some HR practices are delivered
through administrative efficiency
(such as technology or process
redesign), and others through policies,
menus and interventions

Change agent Strategic partner Being a strategic partner has multiple

dimensions: business expert, change
agent, strategic HR planner,
knowledge manager and consultant

Strategic partner | Strategic partner

As above

Leader

Being a HR leader requires
functioning in each of these four
roles; however, being a HR leader
also has implications for leading the
HR function, collaborating with other
functions, setting and enhancing the
standards for strategic thinking, and
ensuring corporate governance

Source: Ulrich and Brockbank (2005)

Although this model, and particularly the notion of the HR manager as

strategic/business partner, has gained popularity among the HR professionals in the

US and UK, research by Caldwell (2008) has questioned its applicability in practice:

The findings broadly suggest that current HR business partner

competency models face mounting challenges to their efficacy.

Competency models increasingly need to be critically re-examined in

terms of the limitations of generic, role-specific and individual

competency frameworks, and they need to face up to the broader

challenges of developing more process-oriented and team-based

capabilities that may have an impact on practice and performance
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(Buckley and Monks, 2004; Delamare Le Deist and Winterton, 2005).
But perhaps, more importantly, current competency models need to be
recontextualised in terms of the broader strategic changes to the
organising forms, processes of delivery and shifting boundaries of the
HR function.

(Caldwell, 2008, p.291)

Higgs (2004) presents a less complex model (Figure 2.4) to capture the various roles
played by HR managers. According to Higgs there are two dimensions in determining
the roles — Strategic focus and focus on control. When the HR manager focuses too
much on control rather than on strategic aspects of the organisation, then the role is
termed ‘Policing’. Such a role involves mostly ensuring that plans are properly
adhered to and the requirements are met appropriately. A low level of focus on both
control and strategy is identified as an Administrator role characterised by ‘Pay and
Rations’ (i.e., merely ensuring that the most routine aspects of people management are
fulfilled). A high strategic focus and low focus on control is called a Strategic Partner,
involved in making long-term plans without focusing excessively on implementation.
Finally, a focus on both control and strategy implies the role of a Strategic Driver;

long term growth-oriented plans are developed, implemented and evaluated.
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Figure 2.4: Higgs’s model of HR roles
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Source: Higgs (2004)

This model shares similarities, based on the distinctions provided, with the model
devised by Ulrich (2007) in evolving HR functions, which include Shared Services
(routine HR tasks that can be mechanised or outsourcéd) deemed as the Pay and
Rations role; Centres of Excellence (based on HR expertise in specific sub-areas such
as reward management, motivation, talent management) which is consistent\ with the
Strategic Driver role (providing and delivering strategically needed expertise as a

form of internal consultant) and Strategic Partners as indicated above.

These accounts of HR roles acknowledge the recent advancements made in relation to
the constant evolution of organisations which in effect redefined HRM as a whole.
However there is an interesting gap in this literature in terms of how these changing
roles have been influenced by the career choices and aspirations of the individuals
occupying the position. In this respect, it is notable to point out that most of these
given accounts of changing roles focus exactly on the ‘role’ with only slight

consideration for the individual. The assumption is that individuals will come to fit
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the role with great ease; but there has been modest reflection of how individuals have
responded to such changes. In fact, it has proved to be almost impossible to find any
studies relating specifically to the career aspirations and choices of HR managers and
how they can potenﬁally shape the ways in which they fill the changing HR roles (the
studies that are available seem to focus on the role of HR managers in managing the
careers of others, for example, Baruch & Peiperl, 2000; Feldman, 1995; Hausknecht,
Rodda & Howard, 2009). Therefore, to gain higher ground in understanding how the
career perceptions of HR managers may directly or indirectly affect these defined
roles, it is necessary to examine the general literature on managerial careers to extract

ideas relevant to the specified field.

A key writer on this subject is Schein (1996) who distinguished internal and external
careers. External careers, which are often studied and modelled in management
literature, comprise of different roles and levels which employees ascend and assume
during their tenure in an organisation. These roles are defined by the policies and
practices within the organisation and remain static amongst different individuals for as
long as the organisation continues to be constant. On the other hand, Schein (1996)
stated that internal careers involve “a subjective sense of where one is going in one's
work life” (p.80). The internal career varies from one person to another even though
they may occupy similar positions in the same or in different organisations. More
interestingly, internal career remains constant regardless of the changes in the external
environment within the organisation. In other words, notwithstanding the
developments and dynamics of the work setting, the employee stays focused on
his/her career path. This is made possible by what are perceived to be ‘career

anchors’. Schein (1996) uses the term ‘Career Anchor’ to refer to the self-concept
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which the employee holds. According to the author, Career Anchors consist of three

major components:

- ‘self-perceived talents and abilities’, i.e., what the employee considers himself
to be or not to be capable of;

- ‘basic values’, i.e., those attributes which are part of the employee’s life
including work and private;

- ‘the evolved sense of motives and needs as they pertain to career’, i.e., career

ambitions and objectives which the employee holds for himself.

Schein identifies that seven major categories of career anchors (based on these

components) are commonly found among employees, namely:

e Professional stability;

e Techno-functional competence;
e Managerial competence;

e Entrepreneurial zeal,;

e Dedication to a cause;

e Challenge;

e Life style.

These are the major factors to which any employee would anchor his/her career, but
the concept of career anchors is highly dynamic in nature. On one hand, an employee
may choose to drop his/her anchor as their circumstances change; on the other, the
nature of the anchor itself may undergo changes due to the unexpected factors in the

external environment which the employee is an integral part of.

The importance of Schein’s work is best demonstrated by comparison to other career

theories such as Holland’s (1973) occupational and vocational choice theory. Firstly,
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occupational choice theory dictates that individuals choose an occupation based upon
their interests and preferences. For example, someone will enter into the accounting
profession because he or she has an interest in the business sector. The assumption is
that just because an individual likes business studies he or she will opt for a career
involving it. The value of Schein’s theory, according to Feldman and Bolino (1996),
is that it does not make such presumptions and puts forward the notion that a ‘stable
career identity’ is only possible if the individual’s interest is aligned with his/her
capability of achieving it. In this sense, just because an individual has interest in
business, it does not necessarily follow that he or she will have an aptitude for
accounting. Secondly, vocational theories tell us that an individual chooses a
profession rather than a career (e.g., a long term vocation such as medicine or law).
What this theory fails to identify is that within these vocations a number of careers
may be possible, hence the use of Schein’s notion of ‘career paths’ (Feldman &
Bolino [1996] used the example of an individual entering a career in marketing which
may lead to a wide choice of career paths: “a technical career in marketing research, a
managerial career in brand management, an entrepreneurial career in new product
development, an autonomous career as a marketing consultant and a secured career as
a marketing professor” [p.90]). Hence, neither the ‘discipline’ nor the ‘vocation’
according to Schein, is especially relevant during the process of determining career

choices.

In this sense, when compared with vocational theory, Schein’s Career Anchor theory
demonstrates a wider range of explanations and covers more of the real variation in
the career choices made by individuals. In particular, it is important to take into

consideration the individuals’ preferences, abilities, alongside the experiences gained

59



Chapter Two: Literature Review

in joining an organisation. The daily dealings and interactions with other members of
the organisation and the different facets of the working environment help shape the
individuals’ overall impression towards their career and outline the next sequence of
their chosen path. In this sense, Schein’s Career Anchor theory is substantially
broader in scope and more dynamic and goes beyond the assumption of relatively
fixed inherent values (Yarnall, 1998). It takes account of and organisational
perspective in relation to the motivation behind employees’ actions at any particular
stage in their career and can explain “how and why an individual interacts with the
organisation” (Yarnall, 1998, p.56). This is similarly aligned with the earlier work of
Hall (1976) which states that an employee’s values and attitudes toward their career in
general are determined by their experiences in the workplace. Thus, if one of the
Career Anchor’s elements is not achieved nor fulfilled as expected, the anchor may be
‘pulled loose’ such that the individual may seek new and more promising working
conditions and, if these cannot be achieved, may reorientate their career aspirations

based on different anchors (Feldman & Bolino, 1996).

The notion of Career Anchors would seem to have some relevance to a professional
career such as HR, but its application in China raises some potentially interesting

issues. As Wong (2007) has pointed out:

Career research using Career Anchors (as indeed careers research
generally) has principally been an activity carried out by western
researchers on western subjects (Igbaria et al., 1995, 1999; Marshall &
Bonner, 2003; Mignonac & Herrbach, 2003; Sarchielli & Toderi, 2005;
Yarnall, 2000) with few studies focused on non-westerners. Indeed, the
author can find no extant research in which ethnically Chinese

managers have been studied using the Career Anchor concept. Wang
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(1998), in a study of Taiwanese college students’ career choices,
observes that there is limited exploration into the meaning of careers
from the indigenous Chinese perspective.

(Wong, 2007, p.1215)

In fact, according to Wong and Slater (2002):

There has been little analysis of Chinese managers’ career progress.
Who are these managers? What makes a Chinese manager? What are
the biographical data and career pathways that lead to management
positions and movement through management hierarchies? How does
biographical data influence career choice? Furthermore, we need to ask
whether there are any significant career-path differences between
managers working in State-owned enterprises (SOEs), privately owned
enterprises (PEs), joint ventures (JVs), wholly foreign-owned ventures
(WFOs) and new State-owned enterprises (NSOEs).
(Wong & Slater, 2002, p.339)

Part of answering these questions depends on understanding the changes affecting
Chinese organisations in recent years. In the years before the economic reforms,
individuals were allocated jobs in SOEs through the state central planning éystem
where lifetime employment (the iron rice-bowl system) was an integral part of the
benefits (Warner, 1992, 1995, 1996). According to Wong and Slater (2002), “under
the Mao regime, the notion of career options or career moves was nonsense in those
days. Career advancement was based on neither merit nor performance” (p.342).
However after the economic reforms, programmes were implemented to accelerate the
development of key managers in different sectors, there was, according to Wong and
Slater (2002), a process of “enhancing managers” (p.342) mobility and creating better

opportunities for the development of new ventures. Hence, it paved the way for
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individuals to have greater flexibility in their future career choices. The few other
similar studies available dealing with careers in China relate to managers in general
(rather than specific professions). A study by Granrose (2007) focused on differences
in career perceptions between women and men and discovered no significant
differences between career positions and ‘internal career beliefs’ as “both women and
men value achievement, contributions to the family, and collectivism as career goals

and use loyalty to superiors and networking as career tactics” (p.9).

A detailed study by Bu and Roy (2008) enumerated aspects regarded as valuable for
careers in China and (perhaps not surprisingly), age was considered to be an important
factor. Older men were deemed more helpful than women in the career networks of
younger managers, this seeming to be related to traditional Confucian stereotypes
which assert that women should undertake more domestic activities and possibly also
reflecting the fact that the mandatory retirement age for them is five years earlier than
men. The significance of these social networks for career development was confirmed
by another study facilitated by Wei et al. (2010) which examined the importance of
subordinates’ political skills in securing promotion and career advancement. In this
study they linked the connections to older superordinates as part of a guanxi

relationship:

The results of this study confirm that guanxi remains important in
China ... This type of social capital ... could play a substantial role
in various situations. In the work setting, if a subordinate wants to gain
career prospect, he or she has to pay special attention to the guanxi
establishment with significant others. For a fresh employee, his or her
direct supervisor is such a significant other.

(Wei et al., 2010, p.449)
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However, based on the pilot study of Chinese managers in Beijing and Shanghai,

Wong and Slater (2002) conclude that:

Due to the economic demand for managerial skills, the subjects have
begun to experience greater freedom in their job search opportunities,
enabling them to search for jobs that conform to their own interests and
values. The study revealed a common point: most of the managers
were keen to increase their human capital in order to further their
careers. Thus, the motives of the subjects looking for career growth are
in line with Schein’s career anchors theory. The managers in SOEs —
notoriously incompetent (The Economist, 2000:114) — while also
looking to improve their knowledge and skills, were more bound to
their own sectors.

(Wong & Slater, 2002, p.352)

This supports other limited studies of Career Anchors in a Chinese context although
most of them focused on Taiwan rather than mainland China. Wong (2007) studied a
sample of 117 Taiwanese managers to instigate broader observations about the
reasons and rationale for the career choices made by these managers. Of particular
interest to the researcher is the manner in which the Chinese culture affects Career
Anchor choices. The findings confirmed Schein’s (1996) ‘Life Style’ as the most
frequent choice by the managers, followed by ‘Entrepreneurial Creativity’ and closely
followed by ‘Autonomy/independence’. Wong (2007) opined that managers were
focused on maintaining a well-balanced lifestyle instead of aiming for ascendance of
the corporate ladder. However, as Wong suggested, these results may also reflect the
traditional entrepreneurial culture of Taiwan. She stated that there is a need for further
comparative studies of different Chinese communities to understand career orientation

from a Chinese perspective:
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The Chinese in these places may have widely different values. And in
so far as values determine choice (which is implicit in the Career
Anchors concept), we might reasonably expect research to reveal
differences in patterns of Career Anchors across communities,
mirroring this diversity. Furthermore, within the Chinese cultural
tradition, there is a deep respect for age; males are regarded as more
important than females and occupations carry differential levels of
respect which do not exactly accord with western values. Examination
of these elements within the Chinese cultural tradition, using the
Career Anchors concepts as a lens could shed further light on the
making of Chinese managers across the vast Chinese diaspora.
(Wong, 2007, p.1230)

Emotion and HR Management

In addition to the issue of career choices, there is also a gap in the literature in terms
of emotions. The current literature on the subject provides little detail on the weight of
emotions involved in the profession, which is a noticeable gap considering that HR
activities are more likely prone or exposed to emotional interactions on a daily basis.
For example, HR managers are frequently involved in dealing with people in relation
to difficult issues that are likely to generate emotions in those affected and, in turn, to
produce emotional reactions in the HR managers who have to deal with them.
However, although the study of emotions has become a significant area for study in
many areas of organization studies there has been little research focused specifically

on HR roles and HR managers.

Understanding emotions has been a growing area of interest in the broader field of
organization studies, even if ignored by the studies of HRM. Ashkanasy et al. (2000)

state that despite over 92 attempts by researchers in Psychology, Sociology,
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Management and other forms of behavioural science, defining it “has continued to
prove an elusive goal” (p.4). It is therefore necessary to examine the various theories
of emotion available in the management literature in order to shed some light on
studies related to emotions and HR functions. Simon (1987) stressed the importance
of emotions and the need to manage them in an organisational environment. He
argued that management literature tended to focus on rational methods in decision-
making which assumes that decision choices can be assessed in advance, leading to a
degree of confidence in the outcome. However, he maintained that there is always an
instinctive part of decision making (which may take form of intuition or gut feeling)
informed by emotion rather than rationalism. His main concern was to understand
how managers’ decision-making practices were influenced by emotions and their
ability to control them. Although an important move away from a purely rational
approach, Simon (1987) focused almost entirely on the relevance of emotions to
individual managerial decision-making process. More recent writers have considered
the ways in which emotions could be used and manipulated to control employees and

other members of an organizational unit (including customers).

Researchers have proposed different theories and models for ‘emotion management’.
A brief overview of some of these theories is a key to understanding the dynamics of
emotional interaction and the efforts made by most organisations to manage them.
Ashkanasy et al. (2000) presented a model (Figure 2.5) for emotion management

which is based on the distinction between ‘emotion work’ and ‘emotional labour’.
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Figure 2.5: Ashkanasy’s model for emotion management

Intemally Controlled
F 3

Autonomous Emotion Work
Emotional Labor
Exchange= « N Use=
Value Value
Emotional Labor Indirect Emotional
Labor
v

Externally Controlled

Source: Ashkanasy et al. (2000)

This model is based on the distinction between external and internal control (the
former referring to control that is imposed on the individual by an outside force, such
as managerial authority, the latter referring to control that is exercised by the
individual themselves on the basis of more or less conscious judgement), and between
use-value and exchange-value (the latter referring to value that can be used by the
organization as part of its market activities, i.e., that produces a profit, and the former
referring to value that is of use to the individual or organization, e.g., in helping to
maintain a relationship, but does not relate directly to the market process). According
to the authors, ‘Emotional Labour’ refers to the emotional activities, which employees
are required to engage in (formally or informally) as a part of their job
responsibilities. Employees have to control their emotions and exhibit certain
emotions as required by their job profile and description (e.g., a debt collector
shouting angrily at a client while at work even though he is otherwise a calm person —

anger is an emotion, which the employees generates and communicates to the
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environment because his job demands it from him). ‘Autonomous Emotional Labour’
refers to the spontaneous, individually controlled management of emotions during the
performance of job tasks. Employees manage their emotions internally in order to
ensure that they fit into their perception of the organisational culture. This benefits the
organization and is directed by the employee towards organizational concerns.
‘Emotion Work®’ refers to the emotional management practices engaged in by
employees due to their inherent self. This type of emotional management is entirely
controlled internally by the employees and may have use value in helping the
individual to cope with situations and in particular, to deal with relationships
involving other people. As such it may help to motivate the individual or to build
bonds with others that contribute indirectly to the smooth running of the organization
but its main focus is on the individual’s own psychological needs. On the other hand,
there are certain situations when the employees are expected to manage their emotions
in a way that supports their job responsibilities even though this is not a formally or
informally specified part of their working role. For example, employees attending
office parties are expected to be cheerful and vibrant, or in dealing with colleagues are
expected to appear interested and attentive (even if they are not). Such management of
emotions have use value in creating organizational cultures and demonstrating
commitment to the organizational values. Clearly it can be seen that these categories

will involve some elements of overlap rather than being mutually exclusive.

Numerous researchers have focused particularly on emotional labour in terms of
gender biases. One of the most famous writers on the subject, Hochschild (1983),
argued that emotional labour could lead to “alienation on the part of the worker as a

result of the commoditisation of emotion, structured inequality in relation to
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customers, and managerial imposition of feeling rules” (Legge, 2000, p.12). In
particular the structured inequality interpreted by Hochschild, usually relates to
gender as women workers are expected to exercise emotional labour in diverse and
more often than not demanding ways compared to men. According to Franzway’s

(2000) study of trade unions:

The essence of emotional labour . . . is caring for others and producing
appropriate feelings in others and this often describes the type of work
women are expected to perform. Combative behaviour, hard-nosed
negotiations and conflict resolution are also emotionally taxing aspects
of union work but . . . such emotional labour is seen as more
appropriately the domain of male and not female officials. . . . there is
a clear macho culture that taxes men and women differently in terms of
commitment, workload and emotional labour.

(Fulop & Linstead, 2004, p.309)

There is an interesting relationship between the observations made on union work
(which could be regarded as similar in some respects to HRM in terms of its concern
with employment and people issues) and the research on HR managers’ emotions
conducted by Hiillos (2007; one of the only apparent studies on this issue). She
pointed out that emotions form an important ‘invisible’ side to HR work on how
managers handle their own emotions and those expressed by others. She argued that
an “analysis of the gendered nature of emotion handling is important given the
‘feminine’ label attached to HRM” (Hiillos, 2007, p.110). The majority of HR
management positions are occupied by women in Western societies, and they are
often associated with “caring, nurturing and emotional support, which is culturally
associated with femininity” (Hiillos, 2007, p.110). From her research on Finnish HR

managers, Hiillos identified two forms of emotion handling among HR managers. The
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first she called ‘mothering’ and the second, ‘guide-following’. These broad
approaches for Hiillos are the results of different sets of combinations based on five
specific emotion handling processes. In Hiillos’s study, they distinguished between
the usual approaches to handling emotions adopted by women and men (with the
former tending towards the ‘mothering’ approach and the latter emulating the ‘guide-

following’ approach).

The mothering approach

is a concept that lies close to caring and nurturing. Women are often
expected to act as organizational mothers. The role of mother is often
depicted as an organizational specialist. . . . Typical of mothering is a
deep concern for the coping and well-being of the employees.

(Hiillos, 2007, pp.115-116)

In contrast, the guide-following approach is involved in looking

for rules or guidance on which to base their emotion-handling
activities. To use a family metaphor we could think of the guide-
follower as a child who looks to his or her father for advice . . .
references by HR managers to the authorities or to legislation . . . the
focus is on guidelines that stipulate the relationship between an

employer and employee.
(Hiillos, 2007, p.117)

Each approach was drawn out from different sets of combinations of five emotion
handling strategies identified by Hiillos. These included the following:

1) Empathy at a distance. For this strategy, HR managers ‘handle the
employees’ emotions in an empathetic and caring manner. However, HR
managers emphasised that they strive to keep a distance from the employees’

problems in order to preserve their own integrity. “Employees should be
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treated as whole persons, thus also taking into consideration their private life”
(Hiillos, 2007, p.118). Hiillos claimed that in the sample used for her study,

this strategy was enacted only by women.

2) Mediator/Guardian. This involves “handling emotions in negotiations with
employees and other managers. HR managers act like a “man-in-the-middle”
or “bridge™” (Hiillos, 2007, p.119). Hiillos claimed that there are two forms of
this strategy. The first strategy involves mediating with an emphasis on the
basic principle of fairness or equality and the second focuses on mediating as a
medium to draw out a fair and just solution to a problem. This technique was

used by both men and women.

3) Lelia’s Couch. This refers to a Finnish newspaper column written by an
‘agony aunt’. This strategy was used by females only. In relation to top
managers, “the HR managers acted as shoulders to lean on for their superiors,
helping the top managers to open up with their problems” (Hiillos, 2007, p.
119)

4) Active Outsourcing. Active outsourcing involves the hiring of external
consultants, such as occupational psychologists, councillors or priests, to deal
with issues that are identified as emotionally difficult (such as redundancy, or
stress). “If you can’t deal with a problem yourself, you know where to get
help” (Hiillos, 2007, p.119). Hiillos also identified an uncommon form of
passive outsourcing where staff members give advices in an informal context
although these were not formally recognised by HR managers. Active

outsourcing was used by male and female HR managers.

5) Withdrawal. Under this approach, “emotions are considered disturbances or
deviations from normal practice. It considers bringing of emotions to the
workplace as undesirable or completely inappropriate. If emotions do arise,
employees are expected to diffuse the strong sentiment or should “cool down”
before the HR manager proceeds to a corresponding course of action” (Hiillos,

2007, p.120). This was practiced only by male HR managers.
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The overall pattern of emotion handling responses and strategies is shown in Figure

2.6.

Figure 2.6: The five emotion-handling strategies as derivations of the two logics

of appropriateness, mothering and guide-following

Empathy at a distance

Mediator/guardian

Mothering Lelia’s couch Guide-following

outsourcing

withdrawal

Source: (Hiillos, 2007)

Little research has been conducted concerning the effect of emotions in Chinese
organization and none has been conducted specifically on HR managers. However,
there is some research available that is linked toward the role of emotions in relation
to Guanxi. This issue is often claimed as being at the heart of the differences between
western business practices and those of China and it is therefore necessary to examine
its meaning before turning to its emotional effects. Guanxi is an important cultural
concept which is highly prevalent in Chinese society. It represents an informal social

network that influences relationships between individuals in social, political,
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economic and business environments (Parnell, 2005). Originally thought of as a social
concept, Guanxi is evident in business circles as well. Leung et al. (2005) defined
Guanxi in terms of personal networks and informal social bonds among individuals
with embedded consequences and obligations to fulfil and exchange favours. It is
stated that Guanxi is an essential condition in China, as even to start a business it is
required to restablish favourable connections with government officers (Xin & Pearce,
1996). The concept came into use during the period of controlled private ownership
where business establishments were rarely given permission to exist independently.
Entrepreneurs or different types of businessmen established close ties with
government officers to ensure the longevity and growth of their enterprises. Even in
free and independent economic zones, guanxi is still claimed to be a necessity:

“China is a land of guanxi, nothing can be done without guanxi” (Tsang, 1998, p.67).

However, the exact meaning of guanxi is not straightforward as it currently does not
have a direct translation in English. Also, in China, it has several nuances in

meanings. According to Fan (2002):

It could refer to one of three things: (a) the existence of a relationship
between people who share a group status or who are related to a
common person, (b) actual connections with and frequent contact
between people, and (c) a contact person with little direct interaction
(Bian, 1994). However, in everyday communication guanxi has a
pejorative connation referring to ‘the use of someone’s authority to
obtain political or economic benefits by unethical persons (The
Dictionary of New Words and Phases, 1989:92).
(Fan, 2002, p.546)

Guanxi, in its present form is often considered one of the major differences between
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the Chinese and Western management. In China, it is claimed to be required for the
manager to establish strong long-term friendships with stakeholders before engaging
in a transaction, whereas in Western society the typical practice is to build up
relationships along the way. In other words, in Western business practice,
relationships are considered rewards for successful transactions, but in China,
successful transactions are considered the rewards of strong relationships (Chen et al.,
2004). HRM practices in China appear to be greatly influenced by guanxi. For
example, in strong relationships with the labour unions, earning the trust, loyalty and
friendship of workers may involve ensuring the well-being of their families and life-

long employment (Zhu, 2005).

In order to understand more fully the role played by guanxi in Chinese HR practices,
it is necessary to recognise its key features. Following Fan’s identification of different
meanings of guanxi, these features can also be broken down by their characteristics
into the following dimensions:

Bilateral and Private — Alston (1989) stated that one-to-one relationships
between two persons are the most basic unit of a guanxi. This involves rights and
obligations between two individuals even though it may also grow into groups at

later stages.

Intangibility - Guanxi is mostly intangible in the form of commitments, promises
and agreements. The monetary and social benefits that accrue through the use of
guanxi are typically provided in an indirect manner which Tsang (1998) has
referred to as ‘beating about the bush’. Gunaxi requires that the benefits are
exchanged in subtle manner. In this respect, it can be seen as being similar to the
notion of ‘social exchange’ (Homans, 1958) in which favours are equally
reciprocated. Participating parties expect returns but they do not usually provide
specifications in advance (as would be the case in an economic exchange or

contract).
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Dynamic transmission - It can be noted that even though guanxi is fundamentally
between two individuals it can be transferred to a third person outside the
network. The extent of acceptance of the third person in the guanxi network
depends on the nature and intensity of the prior agreement between the two
individuals. It also depends on the personality and nature of the third person

participating in the guanxi network (Farh et al., 1998).

Unequal Mutual Benefits — Guanxi is typically used by people to gain access to
resources. Although it has older roots, guanxi became more dominant during the
period of the Communist regime when resources were primarily distributed by
the government. Those having guanxi relationships with the officers had easy
access to any type of resources. Although guanxi advantages are almost always
more beneficial to the weaker party, unreturned prior agreements or unpaid
contracts do not expire over time and may be collected later on by the stronger
party which may result in dishonour if the ‘due’ is not paid (Alston, 1989). Thus
guanyxi usually has a cumulative effect over time, ‘interest’ matures slowly and
benefits accrue for both parties but are never equally distributed. Any attempt to
strike a balance in the distribution of benefits to the involved individuals is

against the principle of guanxi.

This complex picture was confirmed by Gamble (2006) whose interviews with

employees in China about the concept of guanxi received mixed responses among

Chinese employees. Some employees believed that guanxi was a positive aspect of

Chinese culture, and supplementary to performance: an employee who is a high-

performer and good at maintaining connections is given preference over someone who

is inadequate both at work and relationships. On the other hand, some employees felt

that the Western system of objectively relying on performance to determine progress

worked better because it would no longer be necessary to compel people to maintain

unnecessary connections. In fact it is significant that Fan (2002) argues that, whatever

its complex form, guanxi has strong emotional dimensions as it works through the
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feelings of individuals:

Guanxi is the reciprocal exchange between two persons for a specific
purpose. What is exchanged is ginging, ganqing or renging/favour. It
is important to distinguish these three terms here. Although all refer to
human feelings they vary in both nature and intensity: gqinging
(affection to the loved ones), ganging (emotion to friends) and renging
(human debt to acquaintances). A favour can be intangible as
advice/information/counselling or tangible as gifts/jobs/houses or any
other products or services.
(Fan, 2002, p.549)

This confirms the general point made earlier in this chapter that an understanding of
emotions is necessary in relation to HR work. If managers are involved in complex
guanxi relationships with emotional dimensions, this may make their role even more
complicated and potentially compromising than in a Western context. Therefore it is

necessary to examine how organisational emotion is understood in a Chinese context.

One of the few studies of emotions in a Chinese organisational context is by Krone
and Morgan (2000) who claimed that emotions assume a special meaning in China
because of the traditional culture based on spiritual values. They note that in the
Western management literature, emotion and reason sit on two opposite ends of the
spectrum while in the Chinese context emotion and reason are very closely related.
Sun (1991) used the term xin to denote a unitary concept, which includes mind and
heart rather than bifurcating them (ying and yang). The relevance of guanxi is
suggested when Krone and Morgan (2000) discuss the nature of expressions of
emotion in China: “Restraining oneself emotionally is not only necessary in

developing oneself as a person and in maintaining group harmony, but also in
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acquiring support for the accomplishment of practical, instrumental ends” (p.85). The
foundation of this view is based on the observation taken from Chinese society that
“human life is realised in the larger social group” rather than thought of as something
done by autonomous individuals. In family values, children “learn to understand their
place within a network of interdependent but clearly defined role relationships™” (p.
85). According to them, there are three main implications for behaviour: i) “in order
to maintain face, group harmony and stability, the Chinese appear to neutralise intense
inner feeling and to restrain its expression” (p.85); ii) “getting in touch with inner
feelings in order to express them to others appears to be relatively unimportant,
especially if doing so would threaten to disrupt harmonious systems of relationships”
(p.85); iii) “practicing emotional restraint on behalf of a larger social network is not
considered self-sacrificial” (p.85). They noted that “while Chinese managers believe
in their own feeling as a kind of homeostatic process, they may deploy the language
of homeostasis and lesson in ways that result in the simple containment of employee
emotion in organizations” (p.97). On the basis of their interviews with Chinese

managers they suggest:

The managers in this study appear to understand disruptive emotional
experience as a temporary loss of equilibrium and once this occurs they
actively work to regain it in their bodies, thoughts and feelings. They
strive to “cool” hot tempers and “calm” agitated feelings through a
conscious, perhaps even methodical, process. They then seek to “draw
a lesson” from their emotional experiences in ways that enhance their
own well-being and that of their organizations.
(Krone & Morgan, 2000, p.90)

This study was based on interviews with 48 Directors and Executive Directors of
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state-owned enterprises. It will be interesting to see if this type of pattern is also
present in HR managers of the current study considering that only a minority of them
were from state-owned enterprises. It will also be interesting to see whether there is
evidence of the wider range of emotional responses to handling situations identified

by Hiillos’s study of Finnish HR managers.

In particular, it seems that the HR manager in Chinese corporation may be expected to
be affected by emotional issues when formulating policies and procedures and
implementing them. Even though the Chinese iron rice bowl policies have been
discarded in most of organisations, retrenchments and dismissals have typically been
received with anger and even hatred towards management by subordinate employees.
Similarly, in spite of the increasing moves towards performance based career
progress, seniority still appears to be an issue of considerable respect and deference.
Thus an HR manager is likely to be involved in the management of both their own
emotions and those of employees and other managers within the cultural context
where individual emotional outbursts that threaten collectivism are considered

undesirable.

Conclusion

This chapter has provided the reader with an overview of the recent developments in
the field of HRM in general while focusing on how this has impacted on the situation
in China. It was noted that there had been limited investigation on the relationship
between HR roles and career choices and only a few references concerning the
emotional aspects of the role. Both of these issues were shown to be potentially

significant for the work of Chinese HR managers and therefore required a better
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understanding in order to establish a full picture of Chinese HR practice. Firstly, they
reflect the rapid change in HR practices that have been widely reported but also
involve the changing options for individual career development that have emerged
since the opening of the Chinese economy. Both of these factors are likely to be of
importance for the emerging practice of HRM in China and need therefore to be
examined further. Also there is significance in the emotional aspects of HRM in the
Chinese context as, although much attention has been given to the role of guanxi, the
possibly strong emotional dimensions of this practice (and related changes in Chinese
employment relationships), have not been researched in any detail. This needs to be
understood in order to provide a detailed understanding of HR practice as it is

experienced by Chinese HR managers.

The first point is confirmed by Zheng and Lamond (2009) in their extensive review of

the literature on Chinese HRM:

While a significant number of studies have devoted to examining the
changing role of HR professionals in the western countries . . . little is
known about the number and characteristics of Chinese HR
practitioners and professionals, and their roles and functions within
organisations . . . More research is required to build a better
understanding of characteristics and roles of Chinese HR practitioners
and professionals.
(Zheng & Lamond, 2009, p.2215)

They also note that “Little is known how the culture and guanxi actually influence HR
professionals and practitioners, as well as line managers in China on making various
decisions regarding people matters such as recruitment, selection, career advance and

promotion” (Zheng & Lamond, 2009, p.2215). In another recent review of the HRM
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literature relating to China, Cooke (2009) identifies a number of research gaps:

the changing role of the HR function: What is the pool of HR talent and
what are the career patterns and development needs of the HR
professionals? ... What is the level of autonomy and power? What is
the level of strategic capability, effectiveness and performance of the
HR department?

(Cooke, 2009, p.23)

Having identified these gaps, the current research will attempt to provide some
answers to these issues by means of a programme of detailed semi-structured
interviews with Chinese HR managers. The intention will be to capture the experience
of these managers as the practice of HRM is seen from their perspective. This will not
only help to address the gaps identified above but will also contribute to
understanding by providing rich qualitative data that is not easy or common in
research into Chinese HR practices. As such it will make a contribution to the
knowledge of the subject by addressing issues that have been id.entiﬁed as lacking in
the literature and by doing so in a way that provides access to an understanding of the
issues from the Chinese perspective by letting Chinese HR managers speak for
themselves rather than responding to structured questionnaire items (as has
characterised much research in this subject area). The research will be guided by three

broad research questions to be addressed as follows:

1. How do Chinese HR managers understand their role in relation to their

organization and the wider changes in the Chinese economy?

2. How do Chinese HR managers understand their individual career patterns and

how do they see these developing?
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3. How do Chinese HR managers experience emotion in their HR activities and

how is such emotion dealt with?

These questions will be addressed inductively and patterns of relationships will be
identified and compared to theories and concepts within the literature on HRM and
organizational behaviour as the analysis progresses. The issues relating to the detailed
methodology of the study are discussed in more detail in the following Methodology

chapter.
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Methodology

" Introduction

This chapter outlines the methodological considerations involved in designing the
research programme and acidresses the research questions posted at the end of the
previous chapter. These questions have been shown to have the potential to address
gaps in the literature on HR management in China and to offer new insights into the
experiences of such managers as they undertake their work. The questions have been

stated as follows:

1. How do Chinese HR managers understand their role in relation to their

organisation and the wider changes in the Chinese economy?

2. How do Chinese HR managers understand their individual career patterns and

how do they see these developments?

3. How do Chinese HR managers experience emotion in their HR activities and

how is such emotion being dealt with?

The questions above have already been identified from a review of the literature on
Chinese HRM where they were shown to be important but under-researched. It is also
notable that many of the studies reviewed (in Chapter Two above and by general
review articles) show a dominance of survey-based investigations of Chinese HRM.
Several reviewers (e.g., Cooke, 2009; Zheng & Lamond, 2009) has identified the need
for more qualitative studies in order to gain a better understanding of the situation,

especially that coming from the accounts of Chinese HR managers themselves, rather
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than simply conducting further tests of Western theories of HRM in order to
determine levels of compatibility or difference (e.g., Farhang, 1999; Tsang, 1995,
1999; Xiao, 1996). This gap is particularly pertinent given that China has the largest
workforce in the world, and has many factors which make it culturally and
economically unique, particularly with regards to comparisons made with the West
which much of the HRM literature hinges on. It therefore follows that a meaningful
understanding of HRM practices in China must consider the contextual aspects
surrounding the practice of HRM and the ways in which these are experienced and
understood from the perspective of the Chinese manager. This means that it will be
necessary to put the emphasis on capturing and interpreting the meaning of HR
practices rather than merely measuring their presence from a predetermined set of

variables.

Research Design
Robson (2002) suggests that it is a common practice to define research as exploratory,
descriptive or explanatory. The differences between these three possible forms of

study are illustrated in the Table 3.1 below.

Table 3.1: Three types of research

Exploratory studies Descriptive studies Explanatory studies

¢ Seek to explore what is | <* Provide a picture of a & Some studies could also
happening and ask phenomenon as it be correlative in
questions about it naturally occurs nature, with the

% Particularly useful % It could also comprise a emphasis on
when not enough is ~normative study, dlscc.)verln.g causal
known about a comparing the data relationships between
phenomenon against some standard variables

Source: Robson (2002)
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An exploratory study is undertaken “when not much is known about the situation at
hand or no information is available on how similar problems or research issues have
been solved in the past” (Sekaran, 2003, p.119), often using qualitative data collected
through observation or interviews. Data collected from exploratory study normally
reveal patterns of phenomena, develop an existing theory, add more variables and/or
generate hypotheses for future testing. This is a close match to the situation pertaining
to questions identified above in terms of the need to understand the meaning of HRM
in a particularly complex context with limited historical information or data (as
established in the previous chapter). As Zhu et al. (2008) stated, knowledge is
required of “HRM practices and practitioner’s thoughts” (p.140). However, the
intention of this research is to be more thaﬁ descriptive. It will also aim to identify
patterns, if there are any, from the data and systematically connect these through the
analysis of the existing theories and concepts. As will be discussed below this will
undertaken through an inductive approach (by generating explanations that are
grounded in the data and evaluated against existing theories) rather than undertaking
the generation of hypotheses from existing theories and testing these statistically for
generality. It can therefore be suggested that the research will also involve some
elements of explanation (although not in the sense outlined in Table 3.1 above, i.c., in
terms of statistical correlations between causally related variables). Rather the
explanation will take the form of provisional relationships between factors that are
identified through the data rather than defined in advance and the causal links between
them will be tentative rather than theoretically deduced. Therefore it seems that the
categories in Table 3.1 above should not be regarded as mutually exclusive but as
giving different types of emphasis and, therefore, to understand more fully the

exploratory approach that will be adopted for this study it is necessary to consider
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issues philosophical assumptions which provide the underpinning methodology for

the study.

Saunders et al. (2003) define methodology as “the theory of how research should be
undertaken, including the theoretical and philosophical assumptions upon which
research is based and the implications of these for the method or methods adopted”
(p.481). Philosophical assumptions relate to how the researcher understands the
development of the knowledge relevant to the research. The three broad approaches to
research philosophy are usually identified as positivism, interpretivism, and realism.
Positivism is a philosophy favoured in the natural sciences and it assumes that the
researcher is detached from the research subject. Positivist researchers claim to use an
objective scientific method (Remenyi et al., 1998) and they see their role as studying
the relationship between facts. It is assumed that facts can be translated into
quantitative data (or variables) and measured objectively while the conclusion can be
generalised (Anderson, 2004, p.13). As claimed by Bowling (2003), “positivism in
social science assumes that human behaviour is, ultimately, a reaction to external
stimuli and that positivists therefore regard meanings and interpretation as
epiphenomenal and not the main focus of scientific examination” (p.126). It is
assumed that the human action is like the world of nature as it is subject to laws of
cause and effect and regularities that explain human behaviour (Keat & Urry, 1975).

According to Goss (2004):

This is a view that has been criticised by researchers who argue that
human behaviour involves a level of autonomous consciousness that
invalidate purely external forms of causal analysis and, secondly, that

the notions of ‘objectivity’ and ‘scientific neutrality’ ideas that have
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developed only within specific contexts and cannot be shown to hold
universal applicability. . .. notions such as ‘fact’ and ‘objectivity’ are
as much values as other forms of language and meaning and need to be
interpreted rather than to be merely accepted.

(Goss, 2004, no page number)

In contrast, ‘interpretivist’ researchers attempt to access and understand an
individual’s perceptions of the world. They see all social phenomena (including
‘facts’) as a product of human interactions and an outcome of shared understandings
and meanings. As interactions may not always be predictable or rational (Remenyi et
al., 1998), it is not appropriate to think that human activity can be reduced to
quantifiable regularities. It is considered more appropriate to seek to ‘interpret’ the
meaning of the systems that people use in conducting their lives. The focus of
interpretivist research is not on quantitative facts but on words, observations and
meanings (Cresswell, 1994). It seeks to understand reality as a subjective construction
that is meaningful for the research participants. Denzin and Lincoln (1994) claim that
interpretivists should “argue for the uniqueness of human inquiry and question the
simple naturalistic intgrpretation of the sciences in favour of the interpretation of
meaning” (p.119). The main difference between the positivist and interpretivist

approaches are shown in the Table 3.2.
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Table 3.2: Positivist and interpretivist principles

Positivist principles

Interpretivist principles

+Work from scientific principles

¢ Analyse phenomena in terms of
variables

#Start with theory and test/refine theory
with data

#Data should be collected by
‘dispassionate’ researchers

¢A highly structured research process
should be used

¢Theories can be used to predict future
relationships and behaviours
+Quantitative data is preferred

¢The validity and reliability of data are
more for formulating generalisable
conclusions

+Knowledge is constructed by human
beings as they make sense of their
environment

4+Analyse phenomena in terms of issues
#Researchers cannot be wholly
dispassionate-they are involved and

will influence situation to various
degree (often unintentionally)
+Flexibility may be required to allow the
emphasis of the research to change as
the process unfolds

+Qualitative data is preferred
¢Generating ‘rich’ data is as important as
(or more important than) the ability to
generalise

Source: Anderson (2004)

The interpretivist approach has been criticised for placing too much importance on the

construction of meaning and for ignoring the forces that influence individuals without

interpretations (e.g., natural processes such as weather or biological processes such as

illness). Recognising such factors is associated with an approaches referred to as

‘realism’ which considers things as being ‘socially defined’ rather than ‘socially

constructed’: -

Therefore interpretation is an important part of human action and is

necessary to explain how individuals and groups make sense of their

world and also explains why different groups can understand similar

phenomena in different ways (relativism), but it also accepts that what

is interpreted can exist independently of individual interpretation and

can exercise a causal influence on them. For example, a cold virus will

cause sneezing regardless of whether this is interpreted as a biological

infection or the result of witchcraft, although how individuals

subsequently react to such an infection will be shaped almost wholly
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by their interpretation of what has happened to them.
(Goss, 2004, no page number)

Thus Saunders et al. (2003) argue that “Realism recognises the importance of
understanding people’s socially constructed interpretation and meanings within the
context of seeking to understand broader social forces, structures or processes that
influence the nature of people’s views and behaviours” (Saunders et al., 2003, p.84).
It can therefore be argued that a realist approach involves both measurement and
interpretation and that these are inter-related processes rather than alternatives. Thus,
to be able to explain the particular forms of human behaviour, it is necessary to
objectively observe and accurately describe what is happening within a given social
context. It is also important to take seriously how the individuals involved interpret
what is happening to them and how they see it influencing their actions. Positivism
would only be concerned with the former while interpretivism would only be
concerned with the latter, but realism takes both aspects as necessary for an

appropriate understanding of the human actions (Anderson, 2004).

Usually it is assumed that exploratory research involves an inductive approach to the
generating of knowledge whereas explanatory research normally uses a deductive
model. Various authors (Bryman, 2001; Creswell, 2003; May, 2001; Neuman, 2003)
have argued that the inductive approach is a ‘theory-building’ process which starts
with the observation of phenomena, the collection of data, the analysis and the
development of theory. They also contended that the purpose of this approach is to
obtain an understanding of the nature of the problem through the research context. In
contrast, the deductive approach is a ‘theory-testing’ process. It begins with theory,

next hypotheses are derived from the theory and these are tested via prediction and

88



Chapter Three: Methodology

observations. Hence, the logical ordering of induction is the reverse of deduction as it
involves moving from the observation of the empirical world to the construction of
eXplanations and theories about what has been observed (Gill & Johnson, 1‘997).
According to Patton (2002) in the inductive approach, understanding the details and
specifics of the data is required in order to discover patterns, themes and
interrelationships. This is guided by analytical principles rather than rules and
emphasises creativity oriented toward exploration and discovery. He argues that one
of the strengths of the inductive approach is that it allows for a flexible methodology
that accepts alternative explanations of what is going on. By contrast, a deductive
research method entails the development of a conceptual and theoretical structure

prior to wider testing usually through statistical inference (Gill & Johnson, 1997).

Table 3.3 shows a summary of the major differences between inductive and deductive

approaches.

Table 3.3: Major difference between inductive and deductive approaches

Deductive emphasises Inductive emphasises
#Scientific principles +Gaining an understanding of the
#Moving from theory to data meanings humans attach to events
+The need to explain causal relationships | #A close understanding of the research
between variables context
#The collection of quantitative data #The collection of qualitative data
#The application of controls to ensure +A more flexible structure to permit
validity of data changes of research emphasis as the
+The operationalisation of concepts to research progresses

ensure clarity of definition 4A realisation that the researcher is part
+A highly structured approach of the research process

#Researcher independence of what is ¢Less concern with the need to generalise
being researched

#The necessity to select samples of

sufficient size in order to generalise

conclusion

Source: Saunders et al. (2003)
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Researchers have argued that induction and deduction are not mutually exclusive
processes but are part of a research cycle. It is argued that most inductive research
will be informed by prior theories and knowledge, even if this is not formally tested
(as in the notion of ‘theoretical sensitivity’ in grounded theory; Glaser, 1992), and the
results can inform the construction of theory-testing designs. Also deductive research
often does not only test pre-given hypotheses but can also ‘build’ explanations from
unforeseen patterns in the data. Therefore, both can be regarded as overlapping
perspectives which can be used pragmatically in real-life research (Robson, 2002),
particularly where there is no firm commitment either to theory-testing explanation or

to pure interpretation, as is the case with most realist research types.

It can be suggested, given the nature of the research questions, that it is appropriate to
adopt a realist style of methodology. On the one hand, the questions are concerned to
capture the meanings of Chinese HR managers and to give them a voice to speak
about their experiences and their interpretations of the world. On the other hand, it has
been shown in the literature that the external context of the structure of Chinese
society and economic systems seem to have an important effect on the nature of
change. Therefore it will be necessary to assume that these structures have an external
existence that does influence the ways in which individual managers think and behave
and it will be necessary to document these structures and to relate them to the views
of Chinese HR managers by examining how they interpret their effect on their roles
and activities. These patterns will be related to existing theories to assess how well the
theories explain the patterns and whether the patterns call for the theories to be

questioned.
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This approach draws inspiration from the idea of grounded theory. Glaser and
Strauss’s The Discovery of Grounded Theory (published in 1967) introduced an
inductive approach to building theory (Creswell, 2007; Douglas, 2003; Locke, 2001).
It was an alternative to the dominant deductive approach which emphasised testing
hypothesis from existing theories. Since its introduction in 1967, grounded theory has
been adopted by studies in a wide range of disciplines (Bryant & Charmaz, 2007;
Creswell, 2007; Cutcliffe, 2005; Douglas, 2004; Easterby-Smith et al., 2002; Locke,
2001) and has developed in a number of directions (Glaser, 1992; Strauss & Corbin,
1990). As there is no agreed orthodox approach to grounded theory, the current
research draws broadly on this method in terms of the principle of trying to identify
patterns and regularities in the data that can be used to build inductive relationships
rather than following a specific ‘recipe’ (a number of scholars such as Bryant, 2003;
Charmaz, 2006; Clarke, 2005; and Seale, 1999, contend that researchers can flexibly
adopt grounded theory guidelines to conduct diverse studies). Regarding the use of

theory, Gray (2004) takes the view that:

Unlike the deductive approach, grounded theory does not begin with
prior assumptions about hypotheses, research questions or what
literature should underpin the study. This is not to say that grounded
theorists embark on a study with no theoretical position. They will

have competent level of knowledge about the area.
(Gray, 2004, p.330)

In the present study, the literature was used to identify gaps in knowledge and to
allow these to be the focus of the research. However, the emphasis was on using these
insights to guide the questions asked rather than absolutely determining them, leaving

scope for the respondents to highlight what was important to them, and using this as
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the basis for the identification of relationships. This approach therefore is not a strict
application of grounded theory (in the sense used by Strauss and Corbin (1990)) but is
closer to Glaser’s (1992) view that there should be a flexible approach to coding that
does not restrict interpretation. According to Tansakun (2010), “Glaser’s position
allows greater flexibility in dealing with the analysis of the data, and this [is] a quality
considered important when dealing with research data that would often be collected in
a non-English language context and would need to be translated. This [is] considered
to be an important consideration for exploratory . . . . research . . .. allowing the

researcher maximum flexibility to cope with unexpected issues” (p.86).

The data gathered from the interviews was transferred to a matrix analysis sheet to
identify themes and patterns that emerged. These themes and patterns were linked
back to the theoretical debates in the literature in order to draw conclusions and make
comparisons and assessments rather than to test these theories. Zhu et al. (2008) in
their literature review of HRM research in China, state that qualitative analysis has

been under-used by researchers:

Qualitative methodologies may be used to extend existing theory, to
develop theory or to tease out variables for quantitative measurement.
Grounded theory, ethnographic study and phenomenology are
examples of methodologies that may be employed. We found no
relevant studies that have applied a grounded theory approach. Given
the lack of theory in Chinese HRM development, grounded theory
could be a useful tool to develop theory.
(Zhu et al., 2008, p.149)

The broad approach adopted can therefore be referred to as a combination of
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‘comprehensive data treatment’ or ‘pattern matching’ (Yin, 2003) and involved the
careful examination of the interview transcripts to identify themes, patterns or
deviations. Possible concepts and relationships were coded and shown on a matrix for
each interview. These were carefully examined and compared against each of the
interviews. For the initial stage of the analysis the data for each interview was coded
to reflect issues that had been identified as possible of relevance from the literature (in |
line with the idea of theoretical sensitivity). This included statements that related to
the HR role, the expression of emotions, and indicators of career anchors. Similar
codes were used for each interview with new codes being added if a new dimension of
the theme became apparent. The second stage of the analysis involved developing
codes for themes that emerged from the data but had not been identified in the
literature (such as different forms of buffering). The third stage of analysis involved
the comparison of these different coded items across the interviews, focusing on one
theme at a time. When these coded themes had been gathered together, they were
examined against the background data of the respondents such as employing
organization, age and gender, to identify any patterns. Following this the coded data
was also examined to identify any patterns that were independent of the background
factors. Once this was done, a decision was made as to which was the strongest
pattern and the most important for analysis. This resulted in the refined categories
explained later in this chapter. Thus, comparisons were made within and across
original groups and possible new groupings and patterns were also identified. The
interview transcripts were analysed manually by using search facilities of a word
processor. Primarily, this is to highlight ideas and concepts and then group them
together under a common heading for each of the multiple interviews. In this way the

way in which single respondents outlined a key concept could be examined as could
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the way in which that concepts was used by different respondents to allow differences
and similarities to be identified. Key concepts were mapped onto large sheets of paper
to allow experimenting with possible patterns and relationships to be undertaken. This
comprehensive data treatment was intended to inductively reveal novel grounded
concepts, but was also supplemented by ‘pattern matching’ in which ideas from the
literature (e.g., emotional responses and career patterns) were defined and then

matched against responses in the data.

The research design was based on a diverse sample of Chinese HR managers in order
to capture variations in responses. As shown in the literature review there has been
much debate about the operation of HRM practices and differences between the
different economic sectors within the Chinese -economy. This is most obvious
between the former state-owned enterprises and the different levels of non-Chinese
funding and ownership. The intention of this design was to maximise the chances in
identifying differences between the different sectors but also to allow the researcher to
identify similarities that might unexpectedly emerge from the results. Therefore, the
sector categories were regarded only as an initial organising framework with the
possibility that the more important relationships might emerge from the data that are
more helpful in explaining the HR manager’s experiences. In addition to a diverse
sample, it was also decided to adopt a qualitative approach. Silverman (2005) argues
that qualitative research is more suited to exploring the life history of people and their
everyday behaviour as it can provide a better understanding and deeper meaning of a
phenomenon. According to Mason (2002), the main strength of qualitative research is
that it produces a general picture of how things work in a particular and complex

context, and as a result, generates cross-contextual insights. Due to the complexity of
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the Chinese business environment under the economic transition period, a qualitative
research approach is appropriate to be used to disclose the deeper meaning embedded
in everyday experience. It was decided that semi-structured interviews would be used
to capture this meaning. Pre-established broad questions were developed from the
main research questions and most were open-ended in order to allow the respondents
to develop ideas that seemed important to them. Minimal guidance was given as to
what would be an appropriate answer as the focus was to uncover the perceptions and
understandings of the respondents themselves rather than primarily to test existing
theories. Several researchers have highlighted the strong influence of Chinese culture
on HRM practices (Chen & Wilson, 2003; Ding & Akhtar, 2001; Helburn & Shearer,
1984; Taylor, 2005; Warner, 1991; Zamet & Bovarnick, 1986). Such factors might
include the influence of Communist ideology on economic and moral attitudes to
business practices and the role of the Chinese business concept of guanxi (informal
social networks that help shape business relationships). Semi-structured interviews
were intended to allow these complex issues to be explored and gave a chance for the
respondents to explain in detail how they experienced these notions and how they
influenced their day-to-day lived activities. As the interviews were often quite lengthy
and wide ranging, they gave opportunities for many issues to be explored and for any
lack of clarity to be checked by the researcher during the interview. It will be seen in
the following chapters that most respondents appeared to be frank and candid in their
responses and were often critical to their organisations or policies in general,
suggesting that they were not giving a ‘socially acceptable’ answer to the questions. It
can never be determined if respondents are not being wholly truthful. However, the
length of the interviews and the ability to cross-check their responses across a range

of issues is likely to mean that a better assessment of their genuine views can be
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gained from this method than from brief the structured responses to questionnaire

items.

Research Instrument

The interview schedules were guided by a limited set of mostly open-ended questions
related to the three main research questions and by a list of ‘prompt’ topics which
were used by the interviewer to ensure all key issues were covered. The prompts were
not used in a set order but were related to th