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OBJECTIVES OF THE CHAPTER

TmE LG E

THE MEANINGS AND
DIEMINSIONS OF CULTURE

A major challenge of doing business internationally is to
respond and adapt effectively to different cultures. Such
adaptation requires an understanding of cultural diversity,
perceptions, stereotypes, and values. In recent years, a
great deal of research has been conducted on cultural
dimensions and attitudes, and the findings have proved
useful in providing integrative profiles of international cul-
tures. However, a word of caution must be given when
discussing these country profiles. It must be remembered
that stereotypes and overgeneralizations should be
avoided; there are always individual differences and even
subcultures within every country.

This chapter examines the meaning of culture as it
applies to international management, reviews some of the
value differences and similarities of various national
groups, studies important dimensions of culture and their
impact on behavior, and examines country clusters. The
specific objectives of this chapter are:

1. DEFINE the term culture, and discuss some of the
comparative ways of differentiating cultures.

2. DESCRIBE the concept of cultural values, and
relate some of the international differences, similarities,
and changes occurring in terms of both work and mana-
gerial values.

3. IDENTIFY the major dimensions of culture relevant
to work settings, and discuss their effects on behavior in
an international environment.

4. DISCUSS the value of country cluster analysis
and relational orientations in developing effective
international management practices.

[EIBr eSS BiAY 57

The World of International
Management
FHRERYVLRIE

The Cultural Roots of Toyota's

Quality Crisis

w orldwide, the Toyota brand name has been a
symbol of quality. Toyota's focus on Kaizen (the

Japanese term meaning “continuous improvement”)
helped Toyota become the number one seller of automo-
biles in the world.

In light of Toyota's commitment to guality, it was
shocking when Toyota announced multiple massive
recalls of many of its vehicles between 2010 and 2013. In
early 2010, Toyota stated that it would recall approxi-
mately 2.3 million vehicles to correct sticking accelerator
pedals, and, on top of that, approximately 5.2 million vehi-
cles would have an ongoing recall for a floor mat pedal
entrapment issue. Later that year, another 1.5 million
vehicles were recalled over concerns of leaking brake
fluid and electrical problems. In October 2012, 7.4 million
vehicles were recalled to repair faulty power window
switches, and in early 2013, another 1 million automobiles
were recalled due to airbag issues.’

In addition to a $1.1 billion class-action settlement,
Jeff Kingston of Temple University Japan estimated that
the 2010 recall cost Toyota $2 billion.2 Moreover, the way
Toyota managed the crises has been even worse than
the financial consequences. The president of the com-
pany, Akio Toyoda, the grandson of Toyota's founder, did
not appear publicly for two weeks after the 2010 recall
announcement. When he did appear, Toyoda took the
path of minimizing the problem, citing a software issue,
rather than a defect, as the source of the pedal prob-
lems. Toyota also failed to disclose the malfunctions to
the Department of Transportation within the legal 5-day
window, resulting in fines of $48.8 million in 2010 and
$17.35 million in 2012.* Some uncertainty remains as to
whether the problems originated in Toyota plants in
America or whether the problems can be traced to
designers in Japan. Kingston asserted that Toyota's fail-
ure to be forthcoming on critical safety issues has put
“the trust of its customers worldwide” in jeopardy.



Where did Toyota go wrong? How did the symbol of
quality become tarnished? Some contend that cultural

factors contributed to Toyota's current crisis.
B & X hefg 220 F 8B
How Japanese Culture Influenced Toyota

In his Wall Street Journal article, Kingston explained the
cultural roots of Toyota's woes. He indicated that “a cul-
ture of deference” in Japanese firms “makes it hard for
those lower in the hierarchy to question their superiors or
inform them about problems.” In addition, the Japanese
tend to focus on the consensus, which can make it diffi-
cult “to challenge what has been decided or designed.”
In Japan, Kingston noted, “employees’ identities are
closely tied to their company’s image and loyalty to the
firm overrides concerns about consumers,”

One can deduce how Toyota's problems arose in this
cultural environment. If subordinates noticed a problem in
vehicular accelerators, they would likely be hesitant to

* Report the problem to their superiors (culture of
deference)

< Criticize their team members who designed the
accelerators (focus on consensus)

+ Request the firm spend extra money to redesign
the accelerators for greater consumer safety
(loyalty to the firm over concern for consumers)

Moreover, Kingston noted that Japanese corporations
have a poor record when responding to consumer safety
issues. He described the typical Japanese corporation’s
response in the following way:

¢ Minimization of the problem
* Reluctance to recall the product

»  Poor communication with the public about the
problem

¢ Too little compassion and concern for custom-
ers adversely affected by the product®

Toyota has not been the only high-profile Japanese
company to face scrutiny based on its corporate culture.
When the earthquake and resulting tsunami caused a
meltdown at the Fukushima nuclear power plant in 2011,
outsiders questioned the delayed response by both the
Tokyo Electric Power Company and the government. In
2012, an independent report, drafted by a Japanese com-
mission, found that the meltdown was likely preventable.

Communication broke down on multiple levels, and employ-
ees failed to question authority. The cultural tendency to
favor the collective group delayed the implementation of
emergency measures, according to the report. In the case
of Fukushima, this led to disastrous consequences.’’

Why do Japanese firms usually respond this way to
consumer safety issues? Kingston gave three reasons.
First, “compensation for product liability claims is mostly
derisory or nonexistent” in Japan. In other words, Japa-
nese corporations have little to lose by their minimal
response. Second, Kingston describes Japan as “a nation
obsessed with craftsmanship and quality.” In such an
environment, there is significant “shame and embarrass-
ment of owning up to product defects.” Corporations may
seek to deny their products have safety concerns in order
to “save face,” i.e., to protect their companies’ reputa-
tions. Third, Kingston told CNN that “Japanese companies
are oddly disconnected with their consumers.”® In an arti-
cle printed in The Wall Street Journal, Toyota President
Akio Toyada wrote: “[I]t is clear to me that in recent years
we didn't listen as carefully as we should—or respond as
quickly as we must—to our customers’ concerns.”®

Cultural factors can explain another aspect of Toyota’s
problems—public relations. Toyota has received much less
negative attention in the Japanese media as compared
with the American media. Professors Johnson, Lim, and
Padmanabhan of St. Mary’s University offer insight on why
this may be: “The American culture demands transparency
and action, whereas the Japanese culture assumes that tak-
ing ownership of problems and apologies will suffice.”™® Akio
Toyoda publicly apologized at press conferences for the incon-
venience caused by the Toyota recall and took personal
responsibility for the consumer safety issues. For the Japanese
media, that was enough. But not for the American media.

Johnson, Lim, and Padmanabhan explained that, while
American corporations are expected to be transparent
about their problems, Japanese firms have adopted the
business practice of keeping problems “in-house.” Ameri-
cans have interpreted Toyota’s reticent attitude to mean that
Toyota is trying to cover up its problems. Johnson, Lim, and
Padmanabhan pointed out, “Since Toyota is firmly estab-
lished in the U.S,, it needs to be meticulously transparent.”"’
2 BB 85 & BREKBR P bX
Toyota's Global Strategy Challenge
In contrast to the cultural explanation of Toyota's issues, Bill
Fischer on Management Issues.com offered a different
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perspective, suggesting that Toyota's obsession with growth
was the cause of the problems. In his view, companies “can
expand by either opening new markets or offering new com-
petencies, but not by doing both at the same time!” Fischer
emphasized that companies lack a “head-start” based on
using their existing “know-how"” by “moving into new product
areas, in new geographic markets with new factory settings.”
Transmitting “know-how” requires personal interaction which
is difficult over long distances. Fischer concluded that “suc-
cessful globalization is much too difficult a journey without the
assurance of having some knowledge that gives your organi-
zation a basis for advantage. . . . To do otherwise is to risk
following on the wrong Toyota path to success.”'? In other
words, Toyota made a strategic error in its global expansion.
Johnson, Lim, and Padmanabhan offered further expla-
nation on this idea: “When Toyota focused on the Kaizen
culture, it was able to maintain closer links with its suppli-
ers, and ensure the quality of its components primarily
because they were located in close proximity to Toyota's
plants. However, when their expansion and growth strate-
gies required them to build production facilities overseas,

Chapter 1 The Meanings and Dimensions of Culture

had to resort to a strategy where they forced suppliers to
compete on price. Since it is difficult to pursue Kaizen
because of geographic distance, Toyota may have inadver-
tently sacrificed quality for cost considerations. Mr. Toyoda
admitted as much himself when he recently told Congress
that his company's focus on growth replaced its traditional
priorities of improvements in safety and quality.”™

EF%
oing Forward

With an understanding of what caused Toyota's crisis,
what steps should Toyota take going forward? Kingston
recommended that Toyota become more focused on the
customer and improve corporate governance by appoint-
ing independent outside directors. Johnson, Lim, and
Padmanabhan suggest that Toyota use this crisis as an
opportunity “to adapt its management style to become
more decentralized and responsive.” Toyota managers
need to keep their key cultural strength (Kaizen) while
mitigating the negative aspects of their culture which
have contributed to the company's present problems.
With good managerial oversight, Toyota may once again

and given intense competition in the auto industry, Toyota regain its status as a worldwide symbol of quality.

Our opening discussion in The World of International Management about Toyota shows
how culture can have a great impact on business practices. National cultural character-
istics can strengthen, empower, and enrich management effectiveness and success. Some
cultural qualities, however, may interfere with or constrain managerial decision making
and efficacy. Japan’s culture has often been credited with creating high-quality products
that are the envy of the world. Canon, SONY, Toyota, and others are cited as exemplars
in their respective industries, partly because they have leveraged some of the most pro-
ductive aspects of Japanese culture. At the same time, these same cultural characteristics
may retard communication and openness, which may be critical in times of crisis. MNCs
that are aware of the potential positives and negatives of different cultural characteristics
will be better equipped to manage under both smooth and trying times and environments.

AR FEE
B The Nature of Culture

The word culture comes from the Latin cultura, which is related to cult or worship. In
its broadest sense, the term refers to the result of human interaction.'* For the purposes
of the study of international management, culture is acquired knowledge that people use
to interpret experience and generate social behavior."® This knowledge forms values,
creates attitudes, and influences behavior. Most scholars of culture would agree on the
following characteristics of culture:

cultare

Acquired knowledge that
people use to interpret
experience and generate
social behavior, This

knowledge forms values, 1. Learned. Culture is not inherited or biologically based; it is acquired by
creates attitudes, and learning and experience.
influences behavior. 2. Shared. People as members of a group, organization, or society share cul-

ture; it is not specific to single individuals.

3. Transgenerational. Culture is cumulative, passed down from one generation
to the next.

4. Symbolic. Culture is based on the human capacity to symbolize or use one
thing to represent another.

5. Patterned. Culture has structure and is integrated; a change in one part will
bring changes in another.

6. Adaptive. Culture is based on the human capacity to change or adapt, as
opposed to the more genetically driven adaptive process of animals.'®



Chapter 1 The Meanings and Dimensions of Cuiture

Because different cultures exist in the world, an understanding of the impact of
culture on behavior is critical to the study of international management.'” If international
managers do not know something about the cultures of the countries they deal with, the
results can be quite disastrous. For example, a partner in one of New York’s leading
private banking firms tells the following story:

I traveled nine thousand miles to meet a client and arrived with my foot in my mouth. Deter-
mined to do things right, I'd memorized the names of the key men I was to see in Singapore.
No easy job, inasmuch as the names all came in threes. So, of course, I couldn’t resist showing
off that I'd done my homework. I began by addressing top man Lo Win Hao with plenty of
well-placed Mr. Hao’s—sprinkled the rest of my remarks with a Mr. Chee this and a Mr. Woon
that. Great show. Until a note was passed to me from one man I'd met before, in New York.
Bad news. “Too friendly too soon, Mr. Long,” it said. Where diffidence is next to godliness,
there I was, calling a room of VIPs, in effect, Mr. Ed and Mr. Charlie. I'd remembered every-
body’s name—but forgot that in Chinese the surname comes first and the given name last.'

SCAE % FEPE
B Cultural Diversity

There are many ways of examining cultural differences and their impact on international
management. Culture can affect technology transfer, managerial attitudes, managerial ideol-
ogy. and even business-government relations. Perhaps most important, culture affects how
people think and behave. Table 1-1, for example, compares the most important cultural
values of the United States, Japan, and Arab countries. A close look at this table shows a
great deal of difference among these three cultures. Culture affects a host of business-related
activities, even including the common handshake. Here are some contrasting examples:

Culture Type of Handshake
United States Firm
Asian Gentle (shaking hands is unfamiliar and uncomfortable for some;

the exception is the Korean, who usually has a firm handshake)
British Soft

French Light and quick {not offered to superiors); repeated on arrival
and departure

German Brusque and firm; repeated on arrival and departure

Latin American Moderate grasp; repeated frequently

Middle Eastern Gentle; repeated frequently

South Africa Light/soft; long and involved™

Table 1-1
Priorities of Cultural Values: United States, Japan,

and Arab Countries

United States Japan Arab Countries
1. Freedom 1. Belonging 1. Family security
2. Independence 2. Group harmony 2. Family harmony
3. Self-reliance 3. Collectiveness 3. Parental guidance
4. Equality 4. Age/seniority 4. Age
5. Individualism 5. Group consensus 5. Authority
6. Competition 6. Cooperation 6. Compromise
7. Efficiency 7. Quality 7. Devotion
8. Time 8. Patience 8. Patience
9. Directness 9. Indirectness 9. Indirectness

10. Openness 10. Go-between 10. Hospitality

Note: “1" represents the most important cultural value. “10” the least.

Source: Adapted from information found in F Elashmawi and Philip R. Harris, Multi-

cultural Management (Houston: Gulf Publishing, 1993), p. 63.




