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Conflict and Change/S‘ &EMNZE %2 5 BHAH)
®E

conflict and
- Change

Governance and culture/H/\ > X &L

“Governance in any context reflects the value system
of the society in which it operates. Accordingly, it
would be pertinent to observe and to take account of
the African worldview and culture in the context of
governance of companies in South Africa.”

King Report on Corporate Governance for South Africa 2002 (King Il)
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2 distinct approaches to governance

Agency theory: principal-agent model
1. Shareholders own corporations

2. Shareholders as residual claimants receive profit left over after
company has paid claims of suppliers, creditors, employees,
customers

3. Shareholders are principals who hire directors and executives to act
as their agents

=>the board’s over-riding responsibility is to maximise shareholder wealth
Stakeholder theory: the company’s stakeholders:

Shareholders

Employees

Customers

Suppliers

Creditors

Society (the government, the local community, the environment etc.)

-)shareholders are only one of a number of stakeholders to whom the
board (as stewards) is responsible

Criticisms of Agency Theory/Shareholder

value model
Shareholders are NOT the owners of corporations

«+ Shareholder own shares of stock, which is a contract which gives holders

certain rights under certain circumstances

- Corporations are independent legal entities that own themselves (just like

human beings own themselves)
Shareholders are not residual claimants

- This idea has its roots in bankruptcy law where shareholders can claim

only what is left after other claimants have been satisfied

- Dividend at the discretion of the board
+ Board can decide to do whatever it likes with the money (baseup?)

Shareholder are not principals, directors not agents

« Company is controlled by board, not shareholders. Executives using

‘business judgement’ rule can do what they like (within reason)

- Buying shares in a company does not entitle me to ‘appoint’ agents in

practice: owning shares entitles shareholders to vote, sue and sell
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Financial Times 9" May 2014

May 8, 2014 4:41 pm
AstraZeneca is more than investors’ call

) E! By Martin Wolf Author alerts v

Shareholders build diversified portfolios to avoid risk.
Employees are far more exposed

he gigantic offer for AstraZeneca by Pfizer is, or should be, a bellwether event. It
has nothing obvious to recommend it, except that the US pharmaceuticals group

should save on its tax liabilities. That the UK government — allegedly opposed to
unfair tax competition — should have made this possible is bad enough. That it
should have done so at the expense of one of the UK’s most important companies is
worse.

fis “no”.

[The questions any normal person would ask are three.
Would a takeover increase competition? Would it
increase investment in life-transforming research?
Would assurances given by the bidder about future
production and research be credible? The answer to all

Yet the merger is likely to go ahead, because the only
people whose interests count are shareholders,
whether they have owned their shares for 10 years or
10 seconds. AstraZeneca can be sold and bought like a
sack of potatoes.

Is it true that the chief risk-bearer in AstraZeneca is the shareholder? Obviously not.
All those who have stakes in the company that they are unable to hedge bear risks.
The most obvious such risk-bearers are employees with firm-specific skills. Human
capital is perhaps the least diversifiable and insurable of all our valuable assets.
Among all forms of human capital, the least hedgeable are firm-specific skills.

Shareholders, in contrast, can easily hedge their risks by purchasing a diversified
portfolio. If the merged company ended up as a disaster, shareholders should be fine|
The lives of many employees would be devastated, however. Yet employees have no
voice in what happens to a company to which they might have devoted their lives,
while the shareholder of 10 seconds does. This is a strange position.
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Communities and communitarianism

- Early theoretical pioneers/5tBERI7Z: 838 : Ferdinand Tonnies (1855-
1936), Emile Durkheim (1858-1917), George Herbert Mead (1863-1931)

- Community has two characteristics.” £ E{&([Z2 DD EZEF-TLVS
(Etzioni):

1. Aweb of affect laden relationship among a group of individuals.” B D & &AM
P LEFONT-RRIE, B

2. Ameasure of commitment to a set of shared values, norms, meanings; a shared
history and identity (i.e. a particular culture).” & OMEE. R EHE~DIZY
RFAVRDORE; £#BShBEER—HE (FT4bhb. BHDL)

« Groups “must be able to exert moral suasion and extract a measure of
compliance from members” (Pearson) ./ 7' JL—FIEFH LN AV /N —[Z 4R
AOEEMREGEFRBAL, TOREGITR-TITETHIEEZIIVTELD

« Focus on relationship between self and community: self as “embedded”
and therefore constrained by community,” B 2 & EAD B RICERE Y
T%: HRARKICHARAEN-BE THAILWD R, £EEINSHIFEZTS

- Special attention to social institutions which form moral infrastructure of
society: families, schools / #t R D EEMLGERE LR T A HIEICHF
RIGEREIS Rk, 8

The community/individual polarity
HEMAEE AN DEEE

Communitarianism Individualism
*EGKEE BATZS
— _
Self undermined Community undermined
BEEEHEICLT HREEEHIZLT
MULTICULTURAL IMPACT Individualism Communitarianism
iC o More frequently use of "I' form.  More frequently use of "We" form

In a society where individualism prevails such as the U.S., people regard Decisions made on the spot by Decisions referred back by ddm

themselves primarily as individuals, an it is more important to focuson  representatives quring negotiation  {o organization

so that they can i to the ity as and if they . . .

wish. In s communiaran socity ke Japan,peopl’s opinions arejusthe | COe deally achieve alone and - People idally achieve in groups
lopposite: Peaple think of themselves as part of a group, and consider the  assume personal responsibility ~ which assume joint responsibility
Icommunity first since that is shared by many individuals. In this aspect, V g v o L X

Taiwan is more of a communitarian society, although the tendency is not acations taken in p&lfS, even alone Vacations in orgamud groups or

las strong as in Japan. with extended fﬂmﬂy
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The Japanese community

EE#i# (Kunio Odaka) (1950)
HEMAZEXRITIE. 31 & TIXAELY.~ Without community, there is no

society

HREFFEUS LCREICE>TENSN-NEE—ET
HY . B HEE R TH S, Community is spiritual cohesiveness, a
sense of inner accord transmitted by similarity and proximity
SHEEF HERAEAENREZARET SEEAMBEDOEH
[ZEDW =, B H DR TEH .~ The Community is a cooperative

body, based on group consciousness which springs from a sense of
harmony and mutually binding ties

The positive aspects of the community (1)
HEEDRO T+ T 7A@ (1)

- Entry into a group of high social prestige and high entry
barriers promotes strong sense of affiliation  # XEIBIE L' E
% SABBEROBEVNIIL—TADOSAF BVFIBEEEBRIET

- Entry criteria based on comprehensive evaluation rather than
specific skills promotes personal, not contractual, affiliation.”
BEDAFILTIIEL BEFMICEIAHBEETHLINDZ
2, BAAERHDOREFEAZHMTII G, KYRIBHGIEVDEIC
55 (RHITHTEIER DAV ILTAHELLED)

- Management have strong ‘employee characteristics’ (vs.
agents of shareholders): promotes the feeling of ‘being in the
same boat’ #EEE (L, RAGREREELLTOHRYE FREDHK
BATRE)ZHF>TWS: ‘RLMRICE- TSR ZRET S
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The positive aspects of the community (2)
HEARDROT4I1HAIE (2)

« Shared interests between blue/white collar workers
promotes community,” 7 JL—/7:7 A kHhS5—5EE S TH|
BERBETHIEN HRAKEZRET S

- ‘Pie distribution’ according to fairness promotes shared
interests and shared identity,” A FSEEELL- /81D
B, FIEOHRB LR HEEAHT

« Widespread participation in decision making promotes
sense of belonging and ‘shared community of fate’.” & &
REANDLEGSML, REEHE EGERKZRET D

« Long-term affiliation and common destiny enhances
employee energy against competitors” REiE A LBt
FE. BEICHTHUREDFENZRIETS

Therefore... %> T...

« Strong sense of shared values amon%'community members . $£ [
EOAN—RTHRBEINI5RLMEE

. I(é)w risk of ‘deviation’ /B SNI-fH{EBEN SHNI=ITEIT VRV

LY

« High level of commitment underpinned by commitment by all
members to community continuity ” $t E{ADFFEEIZ@IT. £TD A
YN=HBVLANILDAIYRAVLET D

- High levels of mutual trust/ S L\VEEEEE

« These features make Japanese firms very competitive and should
be maintained where possible/:h%j:lU BREXRFEVHEN
EHBLTHRY. MTRRERYHERSNSGETHD

BUT. LML
- How can ouglobalige a community firm?./E3FhIEH R FZES
A—/NJLETEEMTEEFT M ?

« Who are that community’s ‘values’ for?.” Z ® % R{AD MHEE (&
HDOHDEDTIM?
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For the company: closed HR system

2D AMER:
« HRMAD P RITAD A 18—
(BARAN. Bt KEFEDHAKE)
- ZTOM (X, PEERNEAZET)
R BITRERIFEAEA AT —
— BTDRAT—IRILF—IZRHTHEER
(#%1Z Core Members [Z*LT)
c NEBERATXEEREEET D

DR T—ORILE —DELE(FIZOB)ILHR
EEOHKWIZLES

U7 e e

V|BZFZE: ¥ sEERS 2

MIZUHO'S ; ggﬁiggnagéggﬂ;{
“MANAGERIAL PERhie 3ARYLZ

REFORM’ D REHMEEREB2A
Nikkei 8t March 2011 ;”z*;ggggz‘g?g ¢
HITHE1EY

(B EEABRETIAN AREZ.LmkeTi A
NSURICERET HHEY. BB
BRERELEAERIELT HlazRgsaacagE 2l
WBEEREN TV o o0 ' g*%“-faégss'ga‘ nA
R B.ERIaTEE 3 |

“It has been pointed out ﬁ*ﬁElJ"b:’i}fL o 1
that trying to preserve the %’%;g%fg{’fﬁég;&;%
balance in HR allocation EX S 5 %‘G j#gggﬁgggg
between the old banks has g%%;, ?é?g’%ﬁﬁi}
complicated decision *mi fi Ref :’iz ecEz f
making...” gﬁ%;;’ggggj%g‘iaﬁﬁ
SEiiifaziiz2is)

i ]

"22E.5E 3 gjgj‘

|
w
S

|
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...and a closed system of governance
SV EAER#HTR (2001)

2001
e 2510

#/EAHK 39158

14t H7-Y 15. 6
SHEARFR S 232
14 H7=Y 0. 09
fitic—A? 1711

SEANEEE® (2001-2011)

2001 2011
s 2510 3672

®EAX 39158 41642

141 H7Y 15. 6 11.3
SME AR & 232 247
14#tH7=Y 0. 09 0.07

fic—A? 1711 1/15
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HE E{SI101DCEON EEE

BHP Billiton Marius Kloppers  South Africa
Royal Dutch Shell Peter Voser Switzerland
HSBC Stuart Gulliver UK
Vodafone Vittorio Colao Italy

BP Bob Dudley us

RTZ Tom Albanese us

Glaxo SmithKlein ~ Andrew Witty UK

Unilever Paul Polman Netherlands
BAT Nicandro Durante Brazil/ltaly
BG Group Frank Chapman UK

Importance of employees in governance
hierarchy

Q: suppose a CEO must choose either to maintain dividends or to lay off a
number of workers. In your country which of these alternatives would be
chosen?

Japan
France

m Dividends

Germany .

@ Job security
USA
Britain
0 20 40 60 80 100

per cent
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Importance of employees in stakeholder
hierarchy

Q: Which stakeholder's support is most important to
you as CEO?

Employees

Board members
Shareholders

Former board members
Major banks

Others

0 10 20 30 40 50 60 70

per cent

e
Starting age of CEOs (2004)

Japan 58.4 years
us 49.1 years
Non-Japan Asia 47.4 years

Source: Nikkei 9/7/04
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CEOM#hEMI B9 HEFRELER (2013)
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BNOHEBRERIDAVE—D

- Don’t waste money on expensive overseas M&A
« Focus on your home market: improve margins

« Be more forceful in reducing headcount

« It's OK to shrink sales, focus on the bottom line
» Don’t hoard cash, return it to shareholders
- Reward top people including CEO more, increase variable

element of pay
« Improve governance
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Globalising Human Resources (1)
JIL—\UEICREIT- A

- Challenges of globalising a community firm are different.” &
¥-tEEITJO—NILEDORBITELD

- Large gap between community ‘insiders’ and ‘outsiders’ .~ $t
BAEDO HDONENDNIZIERELGX v THHD

+ Pursuing expansion based on cross-border M&A particularly
difficult,” 7 ARR—F —1EMIAZREST D &I EYHITELLY
- Is the acquired company a ‘lodger’ or an ‘adopted son’.” E 4%
LRI TEBANDOLILGEDON ?HAVNEIEF DLSLGED
me

- How might a potential Indian engineering student see a
Japanese company? /I Z (X, fVFADIVO_TEHRDE
ANBEIELTNSEL T, BRREDILEZESRTLSN?

Motivations of Overseas Employees;&@4}

DHEXE DEEST(1)

Company concerns (Macro) &#tI12f-L g 2% & (v4o0)

- Is the company committed to globalisation?4 0—7/\)L{t(Z
JZYRLTWNVS DM ?

« Is the company committed to this market?ZdD~—/vk 0
SyrLTLVDDM?

- Does the company take a long term view? R EAS R E %
HoTWamh?

- Is the company a winner? ZHIEbEZE5HEHTOMN?

« Will being an employee at this company look good on my
CV? (RHZHOEE) COSH T TNV IEMNRDE
BISRSTAIEDM?
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Motivations of Overseas Employees;&#4}

DX B DA F(2)
Company concerns (Micro)&#t(Zxt3 %8 & (So0)
« How senior can | get in this company (glass ceiling)?Z®
SHTEANEINASRADXHANHLIDM) ?
- Are there any role models? O—)LETILIZLNBD M ?
- Will | be trained and developed in this company? #H&%
Zlrondmn?
+ Does the company take a global view of human
;;asources? AMCONTT A—NILEBHETEZ TSN
\Nrd
- Can | have an international career in this company? %'
A—/\NLIExv )7 LRI REM ?
. \7gViII my boss listen to me? LEIIEFADERZRELITND
\Nd

Motivations of Overseas Employees

Company concerns (Macro)

« Is the company committed to globalisation? ¢

+ Is the company committed to this market? v/

« Does the company take a long term view? ¢

« Is the company a winner? ¢/

+ Will being an employee at this company look good on my CV? v/
Company concerns (Micro)

- How senior can | get in this company (glass ceiling)? X

- Are there any role models? X

« Will | be trained and developed in this company? ¢ + X

- Does the company take a global view of human resources? X
« Can | have an international career in this company? X

« Will my boss listentome? v + X
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Globalising human resources (2).” % JL—/\
JWEIZEIT= A

+ Where is the company today? What is the basic business
concept? /S BDEHDIBME (L ? EXRMNLZED R ROVt
ThEfah 2

« What is the shape of the company in 20 years’ time?.” 204
BZoO=OBEYE (B /) (XEHh 2

+ Does the future the company have a larger global
component?. / fF R DK LYBIMEKFEEEZZH TSN ?

« How will the company compete with major global
competitors? What are its key strategic strengths and
resources? /&L, ESP-TEELHRDBEELDHLC
o TULLDMN ? ZD DI HEITEBERIIITEA YO, 581E T~
FYY—EREE M ?

+ Does the company have the (human) resources to reach that
destination? /&WUH T S DT ZESL1- BRI WY 5EL T
HD(AH) )Y —ERERBELTLEM?

Globalising Human Resources (3): the

options for community firms

1. Expand the idea of the community.” $£ E{& D E &%k

PN )

- Create organisational capability to absorb and utilise global talent.”
TO—NVIGEF AMERIRL, ERAT 2MEMEENZEEY LTS

- Fuller integration of overseas subsidiaries.” {8 F & DA

« A'more open organisational architecture, turning ‘outsiders’ into
‘insiders’/ KYUBM NI 7T —F T/ Fv—ZRAL. SHEBONE
‘NEDN DHRITHEAND

+ Globalising HR procedures and conditions (open
recruitment, global training, global database for promotion, reward
etc./ ABFHEELMBOY O—/\)UIEHEE BIONT-IRAEE, ¥
O—/\LEHHE, BRIZE TS A—/ LT —4R—X, #Hi#l etc.)




AL Ea— 54K 65

Globalising Human Resources (3): the

0
2.

3.
z

ptions for community firms

Keep the community as itis.” 5 D FEHEDEE

- Globalise Japanese talent/ BFHAARAES O—/\LLSES

- Continue to rely on Japanese insiders to manage operations.” H &
AD'REDON ITREFEERHETD

- Hands-off (portfolio) approach.” /\> XA Z((R—k I+ UA)DT7 T
0—F

+ Need to expose key managerial talent to overseas business early
S BEGRF—VOry—ERAITENESRRICHET &

- Focus on communication (esp. language) skills.” 25 EFEELV>
= 322 = —aV AL L HEIZEFT S

ﬁébandon the idea of the community/ #£ B L LNS5E Z
£T%

THEBEHYMNESITTNELE
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