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Is there such a thing as an 'Eastern' and 'Western' way of organizing business?

Many commentators have over the years attempted to draw a hard distinction between eastern and western ways of organizing and carrying out business C
. According to this ‘culturalist’ view of history, the success of Japan and later of other East Asian countries such as China, Hong Kong, Malaysia, Singapore, South Korea and Taiwan can be attributed to their common Confucian traditions and their associated cultural characteristics (Dale, 1986; Rozman, 1993) C
. Due to space limitations it is not possible to repeat this argument in detail. C 
  I would however like to take a look at an alternative schema evolving around the concept of 'societal trust' proposed by Francis Fukuyama (Fukuyama, 1995). I would then like to ask if it is still possible to use the old east/ west distinctions in describing world business organization? C

What is meant by ‘societal trust’? C 
 Following Fukuyama C 
 we can identify two types of trust; the first is based on the family, the second on associations (often voluntary) and relationships beyond the family. Both of these has a corresponding form of economic organisation; the family business and the professionally managed corporation. Societies in which family ties are strong (and ties beyond the family relatively weak) have great difficulty creating large professionally managed corporations and look to the state to perform this critical economic function. Fukuyama cites China, Italy, France and South Korea as societies with a strong role for the family and weak voluntary associations. On the other hand societies with high levels of trust, and many voluntary associations can create large economic organisations without state support. Countries such as Japan, the United States, and Germany are said to have C 
 strong and plentiful associations beyond the family. 

High-trust societies form meritocratic and volunteer organizations in which individuals can achieve maximmum progress and responsibility according to their talents. Such organizations can expand in size to reach optimum economies of scale and are not dependent on family ties. They create a network of efficiencies. The 'keiretsu' alliances in Japan for example operate across many different industries (Yoshimori, 1992). In hard times they provide mutual support; in 1974 the Mazda car manufacturer was rescued by its keiretsu partners. Similarly, in 1972 the German Deutsche Bank rescued Mercedes Benz from a possible foreign takeover (Fukuyama, 1995). C 
 Again in Germany in the late 19th century, the iron and steel and chemical industries were swiftly centralised. This C 
 was made possible by family companies rapidly introducing professional layers of management. A similar development in the USA made possible the development of institutionalized companies offering patented brand names. Eastman Kodak, Coca Cola, Ford, etc. all date from this era. 

Low-trust societies, by contrast, rely on the extended family to build commercial, social and political networks. An interesting case study of a company working within a low trust environment is Wang computers C
. Wang Laboratories of Lowell, Massachusetts began as a small family business. Wang grew rapidly. Yet the traditional 'spiders web' management structure prevailed: In 1972, when the company already had 2,000 employees, no less than 136 people reported to An Wang directly (Cohen,1990). C 
 This sort of management style is very difficult to institutionalize. When An Wang retired in the mid-80’s, he passed his company on to his son Fred. Within 4 years the company lost 90% of its market capitalization, and in 1992 it filed for bankruptcy. Ultimately, the elder Wang was finally forced to fire his son. C

The trouble with the extended-family approach to economic development, then, is that all families will ultimately run out of blood-line managerial or scientific talent. It is also much more difficult to innovate (and remain competitive) without a professional team dedicated to this critical function. C 

The story of Wang Laboratories, although far removed from China itself, shows us a fundamental truth about Chinese business; family ties continue to dominate. This often prevents businesses evolving into lasting, large scale institutions. This picture is borne out by the small scale of business: In Hong Kong the average size of firms has actually declined. In 1947 there were 961 firms in Hong Kong employing 47,356 people, for a mean of 49.3 people per firm. By 1984 the mean was just 18.4 employees per firm. C

What conclusions can we draw? C 
 Firstly, it is the lack of trust in society that forces developing countries to have large government organizations. In countries such as Mexico, the lack of trust in the players and in the notion of market efficiency itself leads to the creation and perpetuation of state monopolies, for example in the oil industry.

Another conclusion is that it is indeed too simplistic C 
 to talk exclusively in terms of an east-west distinction in business organization and practice. The picture is more complicated. None of the Asian countries that have prospered economically in the last few generations could have done so without bringing elements of economic liberalism into their culture; for example, property rights, contract, commercial law (and ultimately) innovation and patent. 

Lastly, as far as the scale and organization of their companies is concerned, an eastern countries such as Japan has much in common with a western country such as Germany. On the other hand, it could be argued that the centralist state organization in a country like China has more in common with France than an eastern neighbour such as Japan. C
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