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论文提要 

  从二十世纪九十年代的邓小平经济改革，中国成为了一个社

会主义市场经济。经济改革实施以后，中国的国内生产总值不

断地增加。由于这个特别迅速的发展，中国市场吸引了很多外

国企业。这种很强的吸引力有两个原因。中国的广大人口数一

方面提供世界上最大的潜在消费者数量，另外一方面提供最大

的人力资源数量。从消费者数量来看，进入中国市场实在给外

国企业一个无比的机会；然而从人力资源角度来看，除了外国

公司得到的利益意外，这些企业还要面对跟人力资源管理有关

系的困难，尤其是想出一个新的办法来管理中国文化的人力资

源。由于邓小平经济改革以前大部分的公司在中国是国有的，

没有必要发展一个中华人力资源管理的模式。从 1990以后,由

于外资私营企业的数量提高了得很多，许多学者都致力了于设

计一种现代的人力资源管理模式，为了有效地管理中华人力资

源。 

  通过西方的人力资源模式与儒家价值观的研究，这些学者发

现了一个新的办法来管理中华人力资源。这个新的模式叫“儒

家的人力资源管理”或者“中华性的人力资源管理”。在这些

学者之中，剑桥的 Malcolm Warner 教授发现了这种模型包括

七个方面：‘关系’，‘领导权’，‘控制权’，‘工作中的

和谐’，‘职业道德’，‘培训’和‘集团凝聚力’。 

  虽然本来这些方面帮助了外国和中国的经理管理中华人力资

源，但是近几年这个模式造成的矛盾和冲突非常严重。由于这

些矛盾，一些外国投资人失去了很多公司发展的机会。这些投

资人和经理能怎么来解决这些跟这个新的模式有关的困难呢? 

“儒家的人力资源管理”的 7个方面带来哪些好处和坏处呢？

有没有为了成功的普遍规定呢？为了回答这些问题，这篇论文

分三个主要部分。 

  第一个部分包括人力资源在中国历史上的情况，尤其是具体

地讨论关于三个时期。首先，这个部分介绍了邓小平改革以前



人力资源管理的情况；然后讨论了一下关于改革以后的情况和

“儒家的人力资源管理”的诞生。最后一个部分包括在二十一

世纪出现的矛盾和冲突。 

  这篇论文的第二个部分首先讨论了关于文化维度的研究。虽

然跟“文化维度”方面有关的研究很多但是，为了更容易地解

释中国的文化基础，这篇论文只包括最重要的两项：Geert 

Hofstede 教授的研究叫 “Hofstede 的文化维度” 和 GLOBE

协会在领导权方面的研究；然后，在第二个部分想大概地介绍 

“儒家的人力资源管理” 七个方面的理论基础。 “Hofstede

的文化维度” 和 GLOBE 协会的研究会帮助了解中国与其他文

化的区别。 在第二个部分，通过“儒家的人力资源管理”的

七个方面的分析，这个论文解释每个方面可以带来的好处和坏

处。比如，虽然‘关系’和‘集团凝聚力’可能帮助经理提高

员工的团结,同时可能造成裙带关系有关的问题。虽然‘领导

权’,‘控制权’和‘工作中的和谐’都可能导致增加员工的

压力，同时还是为了完成任务的最重要的工具。一般来说，通

过‘培训’方式，一个公司会得到积极的结果，比如会吸引新

的高端人才，并且会帮助提高他们的技术水平。 

  最后一方面叫‘职业道德’。‘职业道德’的结果跟‘培

训’差不多一样：在它可能带来的好处之内，除了吸引高端人

才意外，还可能提高每个员工的生产力；但是，如果经理忽视

这个方面，‘职业道德’可能降低员工对公司或者对工作的承

诺而公司会遭受重大的损失。 

  这篇论文的第三个部分通过个案研究的分析想解释‘儒家的

人力资源管理’的实际应用。这个部分包括十份关于外国私营

企业在中国的困难的个案研究。这十家公司是按照总部在的地

方，它们的‘儒家的人力资源管理’成功不成功，不同的企业

形式而被选择的。这些企业的名字是:古奇 Gucci，富士康科技

集团 Foxconn Technology Group，菲亚特 FIAT，君悦 Grand 

Hyatt Hotel，华为 Huawei，米其林 Michelin，布勒



Bühler，宜家家居 IKEA，大昌洋行 Edward Keller 和爱立信

Ericsson。在这十份个案研究之内，最后五份包括成功的“儒

家的人力资源管理”的实用例子，另外五份包括不成功的。通

过这个研究我们发现这些 "儒家的人力资源管理" 的七个方面

的结果不但取决于它们的应用, 而且于环境的影响和其他的公

司特点，所以很难确定一个为了成功的普遍的办法；同时，虽

然每份个案研究有其的特色，但是成功的企业有一些相似性。

首先，公司采用‘控制权’和‘领导权’越少，好处越多；但

公司不应完全忽视这两个方面, 否则会给公司带来许多困难。

例如, 中国经理会对自己的公司不满。同样, 如果在一个公司

没有领导人, 员工将会因缺乏指令而不知所措。由于菲亚特在

欧洲的员工培训期间没有实施 ‘控制权’ 和 ‘领导权’, 

所以在欧洲的中国学徒什么也没学到。 

  ‘关系’也是一个十分危险的方面。除了造成上述裙带关系

问题意外，还可能降低公司的内在凝聚力：如果员工觉得公司

不遵重员工的实力，它们就会失去对企业的信任。华为的例子

说明，由于华为公司没让新的员工购买公司的股票期权，但是

按照关系让老员工购买，所以许多员工觉得报酬制度不公平而

抱怨经理。 

  同样，第四个“儒家的人力资源管理”方面，叫‘工作中的

和谐’，也是一个非常危险的方面。由于这一个方面跟儒家的

‘孝顺’差不多一样，有很多富士康的经理严惩了他们的下

属；反而，由于‘工作的和谐’，富士康的员工没能抱怨工作

时间，而且没能跟他们的经理讨论关于不可持续的情况，所以

在 2011年十六个人决定了自杀。 

  ‘培训’跟其他的“儒家的人力资源管理”的方面不一样。

首先，‘培训’对一个公司只能带来好处，不能造成矛盾或者

冲突，并且这些好处真的可以极大的提高公司和公司的员工的

价值。布勒，宜家家居，大昌洋行，爱立信都通过自己的员工



的‘培训’得到了巨大的利益：他们的生产力增加了，并且他

们的产品或者服务的质量提高了。 

  虽然‘职业道德’也几乎无害，但是这一个“儒家的人力资

源管理”的方面会受到其他方面的有害影响而可能造成一些问

题。例如，通过古奇和富士康的个案研究的分析，我们发现因

为‘领导权’和‘控制权’的力度太强，每个员工的‘职业道

德’被降低了，所以每个员工开始破坏自己公司的生产。 

  最后一个方面，‘集团凝聚力’，反倒比较危险。如果经理

完全地忽视这一方面，它可能对公司带来非常多的坏处。几乎

所有的在“儒家的人力资源管理”方面之下没有成功的公司都

忽视了这个方面。古奇、富士康、君悦、华为都遭受跟‘集团

凝聚力’有关的重大损失，比如员工跟经理的冲突或者上述的

破坏活动。 

  因此在中国工作的经理应该注意“儒家的人力资源管理”的

应用，为了避免内在的冲突而让自己的公司成功。 
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1. Introduction 

With the vertiginous economic growth characterizing China in recent years, many 

companies have decided to expand their business towards the Chinese market to maximize 

their profits, approaching a new market apparently prosperous of customers and human 

resources. However, at the same time, the challenges encountered in the Chinese territory 

are various and require a deep analysis in order to overcome the limits imposed by them. 

The rapid transformation the Chinese market and culture have undergone has further 

complicated the situation, and companies have now to deal with a more than ever blurred, 

uncertain and opaque situation. Among these challenges, the different practices in managing 

human resources has been, and still is, one of the major problematics encountered by firms 

that decide to enter the Chinese market. The birth of a new approach known as Confucian 

HRM at the end of the 20th century, concept that merges Confucian values with more 

“Western” HRM practices, has provided at first some solutions to these problems, but has 

created numerous paradoxes regarding the management of the workforce in the long term. 

The discrepancies between theory and practice, the holistic nature of the CHRM and the 

gradual mutation of Chinese core values have resulted in uncertainties regarding the 

management of Chinese workforce. Moreover, the ambiguous nature of the CHRM, a 

synthetization of two apparently opposite practices, seems to give birth to profound 

contradictions and paradoxes. Thus, the objective of this thesis is to attempt to delineate the 

common characteristics of a successful HRM implementation in foreign firms operating in 

the Middle Kingdom, with particular emphasis on the seven core paradigms of the Confucian 

HRM, in order to solve said paradoxes.  

Methodology 

The thesis relies primarily on secondary data obtained through the study of similar symposia. 

The main source of information that spurred the compilation of the thesis derived from 

Malcolm Warner’s work “'Making Sense' of Human Resource Management in China: 

Economy, Enterprises in China”, along with other researches such as Redding’s summary 

regarding the seven paradigms of the CHRM. Other source of material included books, 

articles and dissertations found both in libraries and in websites. 

The thesis body is divided in three main sections. In the first one, the Chinese historical 

background will be analyzed in order to contextualize the development of a HRM system 

with Chinese characteristics. The periods of time taken in consideration are the pre-Reform, 

post-Reform and 21th century eras.  
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The second part of the thesis focuses on the theoretical assumptions behind the concept of 

CHRM, with particular emphasis on the seven CHRM paradigms identified in the Redding’s 

Summary and included in Malcolm Warner’s study “'Making Sense' of Human Resource 

Management in China: Economy, Enterprises in China”. Firstly, Hofstede’s research on 

cultural dimensions will be explained to identify the similarities and differences of the 

Chinese culture with “Western” countries in order to understand the cultural context of the 

Middle Kingdom. Secondly, the seven CHRM paradigms will be introduced and their 

possible theoretical results will be explained, through the analysis of similar studies and 

symposia compiled between 2005 and 2017.  

The third part focuses on the analysis of the practical implementation of these paradigms, 

through the help of ten case studies of companies operating in the Chinese territory, in order 

to solve the problems related to the infinitely vague “HRM with Chinese characteristics” and 

define, as completely as possible, the main characteristics of a successful HR system 

applicable to the Chinese environment. During the compilation of the thesis, various case 

studies regarding foreign firms operating in China were analyzed. The requisites taken in 

consideration for the inclusion of a case study in this thesis included the availability, 

reliability and the truthfulness of the information. In addition, the diversification of said 

information influenced the inclusion of a case study rather than another. Since the objective 

of the thesis is to solve the paradoxes and challenges related to the CHRM paradigms, the 

data needed to be as diversified as possible. For this reason, each company included in the 

case studies analysis differs with the others based on their HQ location, typology of 

investment, operational sector and HR practices implemented. The case studies presented 

are divided in two categories: successful and unsuccessful CHRM implementation. Each 

category includes five case studies. The unsuccessful CHRM implementation segment is 

comprehensive of Foxconn, Gucci, Fiat-Iveco, Grand Hyatt Shanghai, Huawei technology 

Ltd.; the successful implementation section includes Michelin, Bühler, IKEA, Edward 

Keller and Ericsson. 

Definition of HRM 

The term Human Resources identifies the people that compose the workforce of a 

determined company. The concept used for the first time in the 20th century and was 

influenced by the studies of Frederick Winslow Taylor, known as “scientific management” 
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or “Taylorism”.1 The process of hiring, Training and retaining in an optimal way valuable 

Human resources, in order to increment their value for the company and maximize the 

workforce productivity is defined as Human Resources Management. Job analysis, 

recruitment, assessing the needs of the HR, planning a Training program, evaluating their 

performance and managing their compensation and reward system are among the main tasks 

of a HR manager.2  

With the expansion of the Chinese market in recent years, many foreign and local companies 

operating in China had to implement new HR models in order to overcome challenges and 

achieve optimal levels of productivity. The following chapters will analyze in depth the 

process of transformation that characterized the approach to the HRM in China, with 

particular emphasis on the differences between the pre-Reform and the post-Reform eras. 

 

 

 

 

 

 

 

 

 

 

 

 

 

                                                           
1 “HRM in changing organizational contexts”; Johnason, P. (2009); In D. G. Collings & G. Wood (Eds.), 

Human resource management: A critical approach (pp. 19-37). London: Routledge. 
2 “Managing Human Resources Productivity, Quality of Work Life, Profits”; J. Wayne, F. Cascio; The 

Business School University of Colorado Denver 
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2. Historical Context  

In order to understand the evolution of the Human Resources Management practices and 

have an insight of the process that lead to the conception of the Confucian HRM model, 

the thesis will first introduce the Chinese HRM historical background. Thus, this section is 

divided based on three periods of time: pre-Reform, post-Reform and 21st century eras. 

2.1 Chinese HRM background before The Reform  

Human Resources Management has always been a fundamental matter in the ever-changing 

Chinese economic system. Before the Deng Xiaoping’s economic reform, the discussion of 

management in PRC was basically straight-forward, even if not simple, as in the Soviet-style 

“Iron Rice Bowl” model (1950) Personnel Management 人事管理 (Rénshì guǎnlǐ) was the 

main and only object of discussion, along with the Mao Zedong experience that levelled the 

number of experts during the Cultural Revolution 文化大革命  (Wénhuà dàgémìng), 

demeaning the figure of scholars, and as such limiting the potential development of new 

skills and new HR professional figures.  

With the term “Iron Rice Bowl” 铁饭碗 (Tiě fànwǎn), we refer to the Chinese practice of 

granting job security for the employees, and financial security for the company through the 

supervision of the State, providing steady income or benefits, leaving to the government the 

task of providing, managing, and allocating the resources needed by the company in order 

to operate. State Owned Enterprises (SOE) received in fact a special treatment from the state, 

in the form of economic aid during period of financial insecurities, easy access to cheap 

resources and protection from their competitors3. Even if Iron Rice Bowl model provided 

security at first, it also caused the increase of recruitment beyond sustainable levels and, 

moreover, resulted in a situation in which workers were demotivated and/or unproductive 

due to the protection they benefited.  

Since the Chinese government controlled all resources, and the allocation of the material 

supplies assigned by the state was the only goal of organizations, rather than the focus on 

productivity and quality, there was no incentive mechanism even at organizational level to 

reduce costs, improve products, optimize the usage and allocation of resources for the sake 

of doing better business. There had been no incentive system to motivate employees to 

increase productivity and quality inside companies. At the same time, no market system 

                                                           
3 “Recasting the Iron Rice Bowl: The Evolution of China’s State-Owned Enterprises”; Daniel Berkowitz, Hong 

May, and Shuichiro Nishioka; 2014 
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motivated managers to increase organizational effectiveness and competitiveness.4   The 

suppression of any form of competition resulted in a competitive-sterile environment, 

limiting the development of new skills and capabilities of companies and labor force. In 

other words, foreign companies’ main challenge in entering the Chinese market was facing 

a low skilled, low motivated workforce supply that could not compete in an international 

stage.5   

Along with the internationalization of Chinese market, the need for high-skilled, high-

motivated workers escalated to the point that the “Iron Rice Bowl” system was deemed 

obsolete, resulting in a reforming push, that included the Opening Policy (1978) and the 

Chinese economic reform. 

2.2 After the Reform and the 21th Century Era  

Starting with the Deng Xiaoping Opening Policy (1978) and mid ‘80s Reform, China 

gradually shifted from a highly-centralized planned economy system to a market-oriented 

economy system.6 From the managerial point of view the main difference consisted in the 

new possibility to allocate and employ of available resources, as well in an increasing local 

managerial autonomy in order to make the business succeed. While the allocation of 

resources was entirely managed by the State during the Maoist Era, following the “Iron Rice 

Bowl” guidelines, after the Reforms Chinese enterprises suddenly had to change their 

organizational model in order to achieve results, such as enhancing productivity, optimizing 

profits, reducing costs. 

From the working-class point of view the Reform, apart from the new state welfare that 

replaced the previous one, on one hand drastically lowered the long-time job security that 

characterized the previous socialistic system, on the other hand this led to the improvement 

of Chinese workers’ abilities and ambitions, now compelled and motivated to compete on a 

larger scale to maintain their positions.  

The Opening Policy also brought new ideologies, capital, techniques and skills that were 

extremely valuable for a developing country like China. Following these institutional 

changes, the overall efficiency extremely improved, and the productivity that was suppressed 

                                                           
4 Zhu & Dowling, 1994   
5  “HRM in Multinationals’ Operations in China: Business, People, and HR Issues”; P. M. Wright, H. 

Mitsuhashi & R. S. Chua 
6 Peng, Lu, Shenkar, & Wang, 2001 
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during the planned economy system was released, allowing Chinese market to fully express 

its latent potential.7   

The Reform allowed China to exploit its advantages in an international context, for example 

its competitive cost of the labor force. Two were, and in part still are the main advantages of 

Chinese Market environment: Quantity and Quality8. 

The term Quantity refers to the fact that the Chinese population is the largest in the world 

(around 1.3 billion in 2010)9, providing an enormous Human Resource supply, as well as a 

tremendous number of possible customers for companies moving to China. Moreover, the 

labor force (around 765 million) cannot rely on any exceptionally strong labor union in 

China, and this provides a pivotal advantage in limiting the costs, especially in the 

manufacturing section.10 The inability of unions to set standards similar to European and 

American ones has lowered the employees’ salary expectations, leading to the second kind 

of advantage that characterizes Chinese labor force. However, despite the huge double digit 

increase of the Chinese GDP, it’s worth mentioning that Chinese population still includes 

around 800 million farmers, and that the employment rate advances with a steady, but 

extremely low 1% per year, as shown in Figure 1. This is an indication of the fact that the 

Chinese environment is still developing and represents only a fraction of the Chinese human 

resources latent potential, and is to be expected in the future an exponential growth of these 

numbers.11  

The concept of Quality is related to the ability of the Chinese labor force to work under 

extreme conditions, at the same time respecting Hierarchy and showing persistence and 

adaptability in non-friendly environments. Underpaid, overexploited workforce has been, 

and in a certain degree still is, one of the main reasons why China is so attractive for foreign 

companies. It’s important, however, to take in consideration that Chinese workers needs 

have developed during the last decades and are slowly reaching western standards, including 

the increase in individualistic behavior, the increment of sensibility towards financial returns 

and rewards and a longing for physically and psychologically sustainable working hours.12 

                                                           
7 Boisot & Child, 1988-1996 
8 “Resource-based view”; Barney, 1991 
9 “The Sixth National Population Census”; conducted by the National Bureau of Statistics of the People's 

Republic of China, 2010. 
10 “Warner, 2009”; Zhu & Warner, 2005 
11 “The China Human Resources Paradox Dealing Successfully with People Shortages in the Land of 

Billions”; CH-ina (Shanghai) Co., Ltd; 2008 
12 “Behind the China Kaleidoscope”; p.ix; 2006. 
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Figure 1. China Employment Rate 

Source. Tradingeconomics.com 

The combination of these two Chinese market-specific characteristics represented a central 

advantage for companies that were eager to expand towards the Chinese market. Along with 

the development of the Chinese economic system and labor force, came the need of new 

concepts of Human Resources Management to compete in an international environment, and 

a new HRM system was required.  

According to Warner et al. (2008), in the earlier phases of the reform the scholars were 

concerned about to not just replicate the western HRM models, but in promoting a new 

hybrid model that synthesized Chinese specific aspects with western knowledge. In order to 

solve the contradiction in the contemporary Chinese society, the Sino-Marxism ideologists 

have probably given the practice a Confucian façade. By doing so, not only the current 

Chinese ruling class, such as managers and investors, but also by extension the government 

could easily appeal to Confucian values to legitimate their power and avoid the formation of 

conflicts.13  

The upshot was a hybrid model synthesizing Western Countries (US and Europe) and Asian 

aspects, defined as Confucian HRM or Unitarism with Chinese Characteristics. 14  

                                                           
13 “Confucian HRM or Unitarism with Chinese characteristics? A study of worker attitudes to work reform and 

management in three state-owned enterprises”; Andy Danford, Wei Zhao 
14 “'Making Sense' of Human Resource Management in China: Economy, Enterprises in China”; Malcom 

Warner; 2010 
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With the beginning of the 21st century, HRM related studies experienced an increase in the 

quality and quantity of research, making it possible for scholars to better analyze the current 

Confucian HRM needs. Especially, education, employees Training and recruiting foreign 

human capital have become fundamental aspects in the current Chinese system, being the 

primary objectives of the government in order to boost Chinese companies’ competitiveness. 

The transition from manufacturing to high-end, specialized workforce is one of the primary 

objectives of China in the new millennium, and thus the research has made incredible 

progress to achieve that goal. However, along with the discovery of new aspects and skills, 

organizational structures and management techniques, scholars and HR managers at present 

times have to face newly arisen HR practice-related problems and contradictions. 
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3. Introduction of Confucian HRM 

3.1 Cultural Dimensions 

Before analyzing Confucian HRM it is necessary to contextualize the Chinese environment 

and culture to better understand how and why it is so different from European and US 

systems. Many are the studies regarding the differences between cultures, as shown in Figure 

2. Among these, two studies on cultural differences will be taken in consideration. 

 

Figure 2. Cultural differences models 

Source. Ca’ Foscari University of Venice 

The first one, Hofstede’s research on Cultural dimensions, was chosen because of the 

comprehensiveness of the data provided. Since his research includes more than 90 countries, 

it provides the tools useful to compare different cultures. At the same time, however, 

Hofstede’s studies have their limitations. For example, some scholars argued that the surveys 

conducted in order to define these cultural dimensions were too narrow, despite the wide 

objective of the overall the research.15 Hofstede took for granted the homogeneity of national 

cultures, without taking in consideration internal discrepancies, especially in a country as 

big as China, where different cultures and values coexist.  Had the interviewee number been 

greater, the data provided would have been more correct. Another critique moved to the 

                                                           
15 “Fundamentals of educational research”; Anderson, G.; 1998 
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Cultural Dimension study is the fact that, despite the huge number of cultures included, data 

refers to more than 40 years ago, even though the study was partially revised recently in 

2010. Thus, it doesn’t properly consider shifts in cultural values and needs to be paired with 

another, more recent study.16 

The second set of paradigms taken in consideration is the GLOBE Project. The Global 

Leadership and Organizational Behavior Effectiveness (GLOBE) research provided new 

elements in order to identify and measure cultural differences.17 First published in 2004, it 

was composed of three phases, and included nine cultural paradigms. The research was based 

on surveys conducted in 62 different countries, with the participation of managers from more 

than 951 companies.18 Since the project is more recent and also includes part of Hofstede’s 

research data, it is overall more extensive than previous similar researches. At the same time, 

however, some scholars deemed this project too complicated, and questioned the limits 

regarding the number of countries taken in consideration. For these reasons, both of the 

researches were chosen in order to give an in-depth understanding of the cultural differences 

between China and other “Western” countries. 

3.1.1 Hofstede Cultural dimensions  

Hofstede’s study focuses on the characteristics of multiple cultures of the world, analyzing 

the effects of these societies on their own principles and values. He published this model 

during 1970s based on surveys conducted in the decade before, was comprehensive of 50 

countries and consisted in four main paradigms. Since then, it has been refined over time, 

including more cultures and adding two extra criteria. His most recent research is 

comprehensive of 93 countries and his model consists of six main dimensions, each based 

on a scale 0-100. Since each culture has its own combination of characteristics, the 

importance of this study resides in the comparability of different countries data. The 

comparison helps understand the main similarities and differences between the said countries 

(Figure 3). 

                                                           
16 “A Critique of Hofstede’s Fifth National Culture Dimension”; Fang, Tony; International Journal of Cross-

Cultural Management,3 (2003), 3, 347-368 
17 “International Organizational Design and Human Resources Management to China”; Prof. Andrea 

Pontiggia; Ca’ Foscari Department of Management 
18 GLOBE© Official Website 
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Figure 3. Hofstede Cultural Dimensions (China-US) 

Source. www.geert-hofstede.com 

Individualism versus collectivism 

Individualism versus Collectivism refers to the degree of acceptance a culture has regarding 

individual achievement and their independence. In case of individualistic countries, like the 

US, the society encourages personal career development, and every individual must provide 

for himself and his own family.19 The intervention of the state or government in private 

matters is not well accepted, and companies usually compete in a liberal market. On the 

contrary, in collectivist societies, usually personal achievement is not regarded as an 

important feature, while the success of the Group is revered as the most important factor. 

Companies often follow the rules of a planned or semi-planned economy, and state 

intervention in their business is usually well accepted., with various forms of state owned 

enterprises. China, with a score of 20, is regarded as a very collectivist country where the 

well-being of the Group is more important than individual accomplishment. In this 

environment, interpersonal relationships usually prevail on tasks and the company. History 

shows China was inclined towards protecting companies from bankruptcy (Iron Rice Bowl), 

without regard to their usefulness, and heavily relied on SOE. With the transformation from 

a socialistic economy to a market economy, recently more than a few scholars disputed 

whether the assumption that Chinese culture is a collectivist culture is still valid or not, since 

Chinese behavior is becoming increasingly individualistic. In particular, in latest years there 

                                                           
19 “Culture and Leader Effectiveness: The GLOBE Study”; Michael H. Hoppe; 2007 
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has been a discrepancy between the collectivist moral code promoted by official sources, 

like Communist Party of China, and the individuals’ goals.20 This phenomenon will be 

further analyzed in comparison with other individualistic aspects that characterize the 

Confucian HRM system. 

Power distance 

The second parameter, Power distance, refers to the degree of acceptance of the existence of 

different classes and unequal power distribution. In high-power distance cultures, it is more 

common to accept the presence of a Hierarchy and follow the commands without further 

questioning; in low-power distance countries, differences in power are not well accepted, 

and it is usually more equally distributed. It is also extremely important to notice that in this 

context the figure of the leader is seen as a benevolent dictatorship, and without its guidance 

is usually impossible to achieve any goals. Based on Hofstede’s research, Chinese society is 

more prone to accept unequal distribution of power and as such is a high-power distance 

culture. In this kind of culture, there is a marked differentiation between those who hold 

power and those who don’t. A clear example of this approach is the Chinese political 

structure, with the Chinese communist party at the top of the hierarchical framework. In 

these circumstances, on one hand it is not advisable to directly challenge the authority of the 

senior members of a firm, as it will be perceived as extremely rude and worsen the situation; 

on the other hand, sometimes the concept of power is abused and creates a series of 

difficulties both for employees, with serious cases of public shaming practices, and foreign 

investors operating in China, and should be restrained to avoid a backlash on the company 

public image. 

Masculinity versus femininity 

Masculinity versus femininity represents the inclination of a culture either towards 

achievement, material reward and heroism (masculinity) or consensus, modesty and 

cooperation (femininity). In Hofstede’s research China, with a score of 66, is a masculine 

society: the concepts of prioritizing competition, valorizing success and overall creating 

excellences permeates the Chinese society even from the educational level. In light of the 

discovery of China as a masculine country, the previous statement of Chinese society being 

collectivist could sound paradoxical. However, the two paradigms seem to merge in the 

concept of “Chinese dream”, meant as the achievement and success of the entire country. 

                                                           
20 “The Pursuit of Happiness in China: Individualism, Collectivism, and Subjective Well-Being during China’s 

Economic and Social Transformation”; Liza G. Steele and Scott M. Lynch, 2014 
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The need of the country to be cohesive in order to progress is not only a statement of unity 

and identity, it is also a mean to triumph as a country and become a hegemon. However, also 

an individualistic driven success seems to be a widely diffused concept in the Chinese 

society, and competition between coworkers can be extremely harsh, often creating 

difficulties to more collectivist practices such as team working and relationship between 

colleagues. 

Uncertainty avoidance 

The fourth variable is Uncertainty avoidance, and defines the behavior of cultures towards 

uncertain future and ambiguity. Cultures with strong Certainty avoidance tend to create rigid 

rules and codes in order to prevent the said uncertainties, while countries displaying weak 

uncertainty avoidance usually are at ease with ambiguity and prioritize practices instead of 

rules. China has a weak approach towards uncertainty avoidance, indicating it does not fear 

the future and maintains a more relaxed attitude towards ambiguity. Thus, they tend to have 

an entrepreneurial mindset. Moreover, while there are various rules and laws, their 

application varies and is more flexible and for this reason may create problems to cultures 

with a stronger approach towards uncertainty avoidance, not able to decipher Chinese 

ambiguity. 

Long term versus short term orientation 

Long term versus short term orientation indicates the pragmatism of a culture. Short term 

oriented countries prefer to complete task in the fastest way possible, because time loss is 

considered a huge risk. In these cultures, short term goals are extremely efficient. On the 

contrary, in long term oriented countries time is not perceived as a risk; the present situation 

and its context are key elements in dealing with problems, and the idea of waiting for 

favorable conditions is pivotal in the decision-making process. Hofstede’s research data 

show that China has a long term oriented culture, it is very pragmatic and prone to adapting 

its traditions based on the situation. In this case, long term goals are more effective and 

taking decisions in the short term for the sake of saving time is perceived as risky and 

inconsiderate.  

Indulgence versus restraint  

The last paradigm, Indulgence versus Restraint, refers to the degree of acceptance of leisure 

activities inside the society. Cultures more inclined towards indulgence are usually 

optimistic and look at gratification with a positive attitude. On the other hand, restrained 

cultures do not consider leisure time positively, and social norms usually limits their search 
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for gratification. Chinese society is a restrained one: it is more pessimistic and cynic, values 

work over leisure activities and overall society doesn’t encourage gratification of desires. 

3.1.2 The GLOBE Project 

As explained before, the GLOBE Project is the most recent study regarding cultural 

dimensions and differences, thus providing extremely useful data to understand Chinese 

Cultural values and assess the shift between values and actual practices, as well as analyzing 

the leadership behavior. As explained before, the project is composed of three phases. 

However, since the last phase consists in an analysis of the ideal CEOs’ characteristics for a 

specific culture, it is not pertinent with the objective of the thesis and thus only the first two 

phases will be thoroughly examined in order to have a better understanding of the Chinese 

environment.  

Phases one - Cultural Dimensions 

During phases one of the project, started in 2004, the researchers defined nine main cultural 

dimensions working as the frame for the whole project. 21 Each paradigm is evaluated on a 

scale 1-7, and are the followings:  

a. Performance orientation: it defines the tendency of a society or organization to reward 

members of a group for their achievements and performance improvement.  

 

b. Assertiveness: it defines the degree of assertiveness and aggressiveness during interpersonal 

relationships between individuals in a society. 

 

c. Future orientation: refers to the inclination of a society individuals to engage in long-term 

oriented behaviors, such as planning and investing in the future. 

 

d. Humane orientation: it is the degree of encouragement and inclination of a society or 

organization towards rewarding fair, generous and altruistic individuals. 

 

e. Institutional collectivism: represents the inclination of a society towards promoting and 

encouraging collective action and equal distribution of resources. 

 

f. In-group collectivism: is the degree of individual acceptance, pride and cohesion of 

organizational or family groups. 

 

g. Gender egalitarianism: is the degree of acceptance of minimization of gender discrimination 

and role differences. 

 

h. Power distance: exactly like the Hofstede’s homonymous dimension, it refers to the degree 

of acceptance towards unequal distribution of power. 

 

i. Uncertainty avoidance: another paradigm that has its origin in Hofstede’s work, it defines 

the tendency of the members of a society to rely on laws, norms and rituals to avoid future-

related uncertainties. 

                                                           
21 www.globeproject.com 
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Apart from defining the nine dimensions, the GLOBE Project also analyzed each country’s 

values and practices. The term “Values” reflects the ideal behavior in the said country (how 

it should be), while “Practices” identifies the actual behavior of the members of a society 

(how it is). In some cases, the differences between Values and Practices are extremely 

pronounced, as shown in Figure 4. 

 
Figure 4. China Values and Practices 

Source. The GLOBE Project Website 

 

Despite the similarities between some of the paradigms’ values and practices, such as 

Uncertainty avoidance, Institutional Collectivism and Gender egalitarianism, sometimes the 

practices do not reflect the culture values, as shown in the graphic. For example, while the 

value related to Power distance is low, signifying less acceptance of unequal power 

distribution, in reality practices do not conform to the values, and instead are the opposite. 

Similarly, In-group collectivism seems to be more pronounced in the practices than in the 

values, meaning that Chinese individuals tend to appreciate more the cohesion of the group 

to which they belong. At the same time, Assertiveness shows profound differences: while in 

theory Chinese individuals should be more aggressive and direct in interpersonal 

relationships, in reality they are more hesitant.  

Phase two – Leadership Assessment 

During the second phase, started in 2007, GLOBE researcher focused on analyzing the 

leadership behavior in each culture taken in consideration, realigning and assessing their 
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behavior and achievements based on six ulterior paradigms. Again, these criteria are 

evaluated on a scale 1-7 and are: 

a. Charismatic: it indicates the ability of the leadership of a determined culture to leverage core 

values in order to motivate people and achieve high levels of performance.  

 

b. Team oriented: it represents the inclination of the leadership to value and effectively build a 

group and efficiently manage it, instilling a sense of cohesion in its members. 

 

c. Participative: the inclination of a manager in involving others in the implementation of ideas 

and decisions. 

 

d. Humane oriented: indicates the generosity, supportiveness and compassion of a leader or 

manager. 

 

e. Autonomous: is the inclination of the leader towards independently taking decisions. 

 

f. Self-protective: refers to the degree of acceptance of “Face-saving” practices in order to 

maintain the safety of the individual or the group. 

 

 
Figure 5. GLOBE’s Leadership Visualization in China 

Source. The GLOBE Website 

 

As shown in Figure 5, Chinese leaders’ characteristics are not too dissimilar from the 

average scores of other countries included in the GLOBE Project. Chinese managers tend 

to be more Self-protective than other countries’ managers, meaning that they could hide or 

manipulate information to save their “Face” or their colleagues’ ones, but at the same time 

the low score signifies that it is still not seen as a positive attitude. Another main 

characteristic of the ideal leader is the ability to be charismatic, encouraging and 

motivating employees, while at the same time being team-oriented and humane-oriented. 
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Less importance is given to a leader’s Autonomy, while his Participation is described as 

slightly contributive to the overall managerial tasks. 

Having described the context of Chinese society, it should be simpler to understand why 

certain choices may seem unorthodox to other cultures, while in reality provide a reliable 

mean to deal with managerial decisions. Moreover, it helps discerning which paradigm could 

bring positive and negative outcomes, as well as explaining coherently why the Confucian 

HRM system, a synthesis of Western practices and Confucian values, sometimes creates 

paradoxical situations. 

3.2 Introduction of CHRM 

Confucian HRM true nature is troublesome to pinpoint and analyze. According to prof. Fang 

Lee Cooke’s research, inside large Chinese companies Human Resources Management 

practices have become more systematic and strategic, spacing from more sophisticated 

selection and recruitment approaches, higher involvement in employees’ Training, to wider 

and differentiated rewarding systems.22  

At the same time, a survey conducted by Zhu and Warner (2004) of a mix of 12 state or 

private-owned and partly or entirely foreign-owned enterprises depicted a more 

heterogeneous situation. Those companies did not fully apply an HRM model, although they 

made use of clusters of practices, such as Harmony at work and Team working. 

On the contrary, the survey conducted by Morris et al. (2009) of Chinese plants specialized 

in electronic and garments commodities highlighted the existence of a “hard” and 

crystallized, cost-reduction oriented HRM pattern, characterized by low-skilled and low-

motivated labor force, tightly controlled, with low wages and almost non-existent unions. 

Apart from these conflicting patterns, the actual and consistent body of work emphasize the 

traditional Confucian aspects in relation with the HRM practices. Even if the Chinese Human 

Resources Management practices mainly depend on the business sector, size and ownership, 

the tendency and the will to unify those procedures has become apparent.  

From a theoretical point of view, the similarities between Western and Eastern HRM current 

practices are absolutely remarkable. Similar to the European and American HRM practices, 

which are strongly related to the principles of Unitarism such as Integration and Harmony, 

Chinese HRM practices are deeply rooted in Confucian teachings and beliefs of Harmony, 

                                                           
22 “HRM, Work and Employment in China”; Fang Lee Cooke, 2005 
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Benevolence, Relationship, and Loyalty to a higher power (or Hierarchy). For these reasons, 

many academics refer to it as “Unitarism with Chinese characteristics”.  

From a practical point of view, Chinese and foreign companies in the Middle Kingdom that 

learned, exploited or were inspired by Western HRM practices, also developed advantages 

that their counterparts in China didn’t possess. Those companies not only could benefit from 

the application of those HRM practices that better suited a market-economy oriented 

environment, resulting in a drop of production costs, in an increase of profitability and 

improvement of the product quality; they were also able to tap into the intrinsic knowledge 

and experience of those foreign HRM practices in order to solve otherwise insurmountable 

obstacles. An interesting example would be the use of a meritocratic skill-based selection, 

performance-based rewarding, to alleviate the common practice of hiring or promoting 

personnel based on their Guanxi, connections, with high-level influential managers. 

However, even if the employment of Western HRM practices has increased dramatically in 

China, a few unique Confucian-related characteristics still persist.  

First of all, despite being a market-oriented economy system China is still profoundly 

affected by its socialistic roots and by its government, still exerting pressures on the market 

outcomes. For these reasons the concepts of Group, Guanxi and Vertical linkages are still 

enormously important in order to succeed in the Chinese environment. 

Second, mainland China managers have always embraced a singular ideology deeply 

intertwined with Confucian teachings and Socialistic philosophy, known as the “Logic of 

collaboration”. In accordance to this theory interpersonal cooperation (Group) and Harmony 

at work are key factors in achieving a goal. This concept was fully applied during the “Iron 

Rice Bowl” period leading to disastrous consequences, as noted above. For this reason, the 

logic was slightly changed during the period of the reform, leading to the birth of the “Logic 

of Competition”, based more on Western HRM principles such as individual responsibility. 

Even though the Logic of Competition should be applied in full, it’s easy to observe how in 

reality it is not systematically utilized, on the contrary in some cases it’s application is even 

hindered to benefit either the government or main Chinese companies.  

3.3 Main aspects, similarities and differences with western HRM concepts and 

Confucianism 

As discussed before, the Chinese HRM System has its roots in Confucianism, utilizing the 

central teachings in order to appeal to the Chinese preferences, and Western practices of 

Human resources management, needed to optimize the business. Based on Redding’s 
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Summary23, the aforementioned Confucian HRM is composed of seven main characteristics 

that may produce positive or negative outcomes in terms of functionality, depending on their 

application: 

1. Harmony at work  

2. Vertical Linkages  

3. Guanxi (Relationship) 

4. Leadership  

5. Work-ethic  

6. Group  

7. Training  

Malcolm Warner theorized that for each of these seven aspects was the respective Confucian 

value. For starters, the pursuit of some sort of Harmony at work could be the modern 

counterpart of the Confucian Societal order, where all the components of a society 

cooperated to reach a common goal. Since China is characterized by a high-context culture, 

people tend to adopt a non-confrontational, indirect attitude towards conflict. 24  This 

reluctance towards direct conflict, the seek for alleviation of disputes and the ability to 

suppress anger are strongly outlined in the Chinese culture. Furthermore, based on 

Hofstede’s cultural dimensions it is clear that Chinese culture is characterized by a high-

power distance, and thus the differences in status between employees and managers are 

extremely marked. In particular, the imbalance in distribution of power is rarely perceived 

as damaging, and could create a few problems for investors from low power distance 

cultures. Even though it is not rare to try and avoid direct conflict in China, it is worth 

mentioning, however, that this practice doesn’t always succeed resulting in great friction and 

harsher conflicts. Moreover, the inability to openly show disagreement clashes with the 

necessity to solve problems immediately when they arise. One example is the difficulty for 

employees to object managerial decisions, even if unreasonable. In this case not only the 

employees will feel frustrated because of the restraints, the manager will never receive any 

sort of feedback for his actions, hindering greatly his development. On the other hand, 

directly challenging senior authority could only degenerate in conflict, without bringing any 

                                                           
23 “Redding 2002”; cited in Child and Warner; 2003 
24 “Chinese conflict management and resolution: Overview and implications. Intercultural Communication 

Studies, 7, 1-16”; Chen, G. M., & Starosta, W. J. (1997-8). 
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positive effect. Other details related to these negative outcomes will be discussed thoroughly 

in following chapters. 

Similar to the societal order, the idea of the company as a Group shares similarities with 

family based relationships, along with the collectivism that has always characterized the 

Chinese culture. The idea of suppressing individual needs and aspirations for the sake of a 

better good has been more or less analyzed in the past. Even the concept of the Chinese 

dream has its roots in the success of the whole country, and cohesion in order to achieve 

economic development has been the main engine and focus of this dream. Even though 

Chinese culture is still heavily affected by collectivism, it is important to mention the recent 

increase in employee’s individualistic behavior that is generating a few difficulties for HR 

managers, as it could hinder the retention of excellencies and cause internal lack of trust. 

Without a doubt, large groups of people without a main figure could easily create chaos and 

anarchy. Without a doubt, the said Group should have a guiding line or leadership to stay 

focused on the goals and pursue the greater good.  

As a matter of facts, apart from the principles of collectivism, another main factor that has 

always defined the Middle Kingdom society is the concept of a strict Control-based 

Hierarchy. This aspect probably has its roots in the approach many leaders had to implement 

over the time in order to effectively manage a huge country such as China. Often, protection 

was promised in order to maintain power at the cost of individual freedom or other rights for 

the sake of a greater good. An explicative example could be the decision of the Chinese 

government to overlook human rights in order to enact the country economical resurrection. 

The figure of the sole leader commanding all the lower tiers has been for millennia the basic 

archetype of the Chinese Society: the emperors before and the figure of the communist leader 

Mao Zedong later. Again, the hierarchical archetype of Chinese social interactions could be 

the cause of the harmonious approach Chinese people have towards their supervisors or 

leaders. Since the power is not distributed equally, the society, and by extension modern 

companies, are permeated with the idea that the leadership should not be discussed. As 

explained before, the ideal leadership is usually represented by a benevolent dictatorship 

essential to the completion of the tasks; however, it is also true that the idolized form of 

leader is not always respected, and can give birth to episodes of repression or power abuse. 

Moreover, in order not to disappoint the authority, sometimes Chinese workers can fabricate 

lies or hide mistakes and bad news from the managers and it’s clear that these practices are 
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not only unhealthy for the company, but are also dangerous for the innovation and the idea 

generation process. 

From the perspective of lower tiers, however, the strong unequal distribution of power has 

generated a strong sense of insecurity towards their positions, seeking returns for their hard 

work and for following the instructions. These returns can take different forms over the time: 

the bestowal of the charge of ministry during the Imperial Era, or the form of monetary 

remuneration in more recent times. While the job of the head of an organization is to 

maintain balance inside the said organization, on the other hand the leader necessitates the 

means to incentivize workers. As such, the reward system should be adequate, trying to 

satisfy the Work-ethic behavior of the employees. It’s worth noting that decades of privileges 

of the “Iron rice bowl” still affect the sense of insecurity, and by extension the Work-ethic 

behavior; however, is undeniable that the said behavior is continuously changing. In 

particular, due to the recently increase of individualistic behavior between employees, the 

degree of acceptance towards extended working hours has been gradually diminishing, while 

on the other hand the need for higher wages or career development has been escalating in 

latest years. To analyze and understand how to exploit these changes is one of the thesis’ 

objectives. 

Warner also defined the unbreakable bond that relates ethical reciprocity and the concept of 

Guanxi, or relationship. The idea behind reciprocity is that one should not impose harmful 

choices on others. The ability necessary to follow this “Golden Rule” is identified in the 

concept of relationship with other human beings. While the idea of a “Golden Rule” is 

present in nearly every theological philosophy, the Confucian view of the concept of 

reciprocity is limited to the restraint of harmful choices towards others. Abiding by the rules 

of reciprocity, not only every individual should be able to emphasize empathy and duties 

towards the others, but could also lessen other individuals’ pains and conflicts to achieve 

social stability. The implication of Guanxi are even wider: apart from outlining what one 

should do and what one should not do, it is also the mean through which the individual can 

feel part of the Group, as well as providing a tool for two different parties in order to achieve 

new goals together. It’s worth noting, however, that Guanxi implications are by far the most 

ambiguous as it could, and it does, create disrupting forces inside an organization or a 

society. These implications will be further explained in the following chapters. 

Last but not least, the idea that through knowledge individuals can improve their own 

abilities has deep similarities with the notion of Training as a mean to better grasp a job 
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position tasks to enhance productivity of the individual and the Group. In fact, the Confucian 

teachings underline the importance of knowledgeable action, to know before acting, as a 

mean to reach higher peaks. Employee’s Training is pivotal in preparing the workforce to 

their job, maximizing income, minimizing costs and accidents, and improving the condition 

of the workplace. 

Confucian Value HRM correlates 

Societal order Harmony at work 

Hierarchy Vertical linkages 

Reciprocity Guanxi (Relationship) 

Control Leadership 

Insecurity Work-ethic 

Family-based collectivism Group 

Knowledge Training 

 

While assuming that the main Confucian values could be directly linked with HRM practices 

is tempting, it is worth noting that their application is actually more complex and vague.  

Even from a theoretical point of view, the idea of CHRM creates itself paradoxes with the 

Chinese society it is built on. These were summarized by Warner in seven main criticalities 

that contrast with the social, economic and political context25: 

a. Western yet Eastern 

As mentioned above, CHRM is born as a hybrid that synthesize concepts from both 

traditional HRM and Confucian values. While the traditional HRM parameters are 

better suited for Western countries, the parallel with the Confucian teachings 

provides some tools in order to manage a Chinese pool of HR. At the same time, this 

duality can sometimes mislead foreign manager in taking wrong decisions, since it 

does not focus on Chinese behavior and cultural background only. For example, even 

if it is true that difference in power exists in western practices, it is not as absolute as 

the one characterizing Chinese culture. While in Europe and America constructive 

criticism towards managers is in some cases well accepted, in China managerial 

decisions are usually undisputable for the employees, except extreme cases, and the 

                                                           
25 “'Making Sense' of Human Resource Management in China: Economy, Enterprises in China”; Malcom 

Warner; 2010 
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Chinese Hierarchy does not include a system of reciprocal evaluation, it only works 

on a sequential structure from higher levels to lower ones.  

 

b. Capitalist yet Socialist 

The CHRM intrinsically unifies the capitalist concept of increasing productivity in a 

socialistic background represented by the Chinese “Socialist market economy”. 

Despite the actual difference that exists between US, European and Chinese 

economic system, however, many scholars have identified the latter as a form of 

“state capitalism”. 26  China main objective is a State driven economic rebirth, 

symbolized by the Chinese Dream, concept similar to the capitalistic American 

Dream. For this reason, even if the blurry and vague limit of the Chinese-style 

“Socialism” seemingly clashes with the concept of a capitalistic driven HRM, in 

reality they share more than a few similarities, hence the duality of the CHRM.  

 

c. Non-ideological yet ideological 

Another singularity of the CHRM system is the nature of the ideology that 

characterizes it. While on one hand it should be a non-ideologic, scientific method 

aimed at better managing human resources, on the other hand it also includes 

Confucian-driven values. Obviously, the system readapts them to the HRM needs 

and thus is an economic reinterpretation of the said values. For example, in 

Confucianism Harmony (协调 Xiétiáo) is used as the matrix for all the human 

oriented relationships, such as Benevolence (仁 Rén), Relations (关系 Guānxì), and 

the concept of Face (面子 Miànzi), while in Warner studies Harmony and Guanxi 

are two different entities with different dynamics. Not all of these concepts are 

applied simultaneously in the Confucian HRM model and their combination is ever-

changing, depending on the necessities of the individual company. Another main 

issue that will be further discussed is the difference between the conception of 

knowledge for Confucius and the HR concept of Training. While moral knowledge 

is pivotal for the Chinese philosopher, valued more than the practical one, HRM main 

need lies in a practical basis, a know-how in order to effectively train the employees. 
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d. Advanced yet transitional 

HRM was concocted as the best way to effectively increasing the employees’ value 

for the company in an “advanced economy”. At the same time, the purpose of CHRM 

is to be implemented in a “transitional” situation such as Chinese economic rebirth. 

The system, in fact, took into account the basic differences that characterized the 

Chinese society and merged them with the most successful HR practices. In recent 

times, however, with the rapid change of Chinese society and economy, the CHRM 

system has begun to show all the limitations and paradoxes surrounding it, and led 

many scholars, Warner included, to deem the system incomplete, with a high margin 

of improvement.  

 

e. Global yet Glocal 

The fifth intrinsic paradox is related to the Global implication of HRM in contrast 

with the more “glocal” adaptation, known as CHRM. Despite the idea of a globally 

useful method of managing human resources, the CHRM is only applicable in a 

Chinese background and thus is very limited. Moreover, a fundamental difference 

exists between large companies and SMEs. While the formers are more exposed to 

the globalization, and have to implement a system based on global practices such as 

IHRM, the latter usually maintain a more indifferent approach to these practices. 

 

f. Multinational yet National 

Despite the existence of various foreign-owned companies, in some cases in the form 

of MNCs, the majority of firms are still Chinese or State-owned enterprises. Despite 

the apparently Multinational setting the CHRM is built on, the aim of the larger part 

of the Chinese owned enterprises is mainly national and local. Moreover, some 

researchers attribute these national limitations to be a direct consequence of the 

Control the government had, and still has, over these companies. Since the national 

only concerns lies inside the borders of the country, the focus of these enterprises 

never exceeds these limits. 

 

g. Individualistic yet Collectivist 

The last main paradox surrounding the CHRM is represented by the incompatibility 

of the more individualistic setting of HRM and the collectivistic pattern regulating 

the Chinese society at large and specifically the Confucian values it is built on. 
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Interpersonal relationships, the concepts of the company as a Group and Harmony at 

work remain prevalent in managing human resources, and at the same time more 

individualistic paradigms such as individual Training and a fair and competitive 

compensation system still occupy a fundamental position in managing human 

resources. However, as stated above, there has been a recent shift in the employees’ 

behavior regarding their approach towards individualism, and even if not comparable 

to US or European standards, it could signify a future profound change in managing 

human resources in China.   

These criticalities point out the peculiarity of a system born exclusively with the intent of 

competing with international firms through a more “Western” system, while at the same time 

respecting the Chinese traditions, culture and practices. Thus, even if Confucian HRM shares 

similarities both with Confucianism and “Western” HRM, it has been readapted to practical 

needs and, as such, differs from the two aforementioned disciplines. The results of Confucian 

Human Resources Management follow their own logic and it’s advisable not to just replicate 

the models that are effective in European countries and US, but to adapt to the circumstances 

and to the Chinese environment in order to avoid further complications. In addition, since 

the CHRM system is to be intended as a complex, paradoxical and fluid system, each 

paradigm outcome is connected not only with how they are applied, but also with 

uncontrollable factors such as individual differences or environmental and cultural obstacles. 

The holistic approach needed in order to succeed has to take into account every aspect 

implications and how they intertwine, not only considering one particular paradigm at a time.  

The next chapter will analyze in depth each aspects’ theoretical implications, with particular 

emphasis on possible negative scenarios. 

3.4 Positive and negative implications 

As explained briefly before, each Confucian aspect could determine positive or negative 

outcomes depending on their application and on environmental and cultural obstacles. The 

focus on these situations is extremely important as it could determine the success or the 

failure of HRM choices. It is also worth noting that human resources management in China 

must be analyzed with a holistic approach, thus implying that for each problem exist multiple 

solutions and that it contemplates the existence of paradoxes.  

To begin with, Harmony at work implications are usually benign. The search for balance 

between the employees’ needs is necessary in order to make progress both on a decisional 

and on a motivational level. The ability of putting the company’s interests and internal 
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stability before the individual’s ones is extremely important for the sake of the said company. 

It is worth mentioning, however, that it’s not so uncommon to face hardships related to 

Harmony at work in China. Firstly, the suppression of each individual’s desire should not be 

imposed, but should originate from the individual himself, otherwise it could only worsen 

the situation and the company would be perceived by employees as a threat to self-

actualization. Moreover, since employees feel obliged to hide their frustration or 

disagreement, the inability to express their thoughts could be the source of harsher internal 

conflict. Secondly, the concept of Harmony at work, along with the habit of suppressing 

criticism, is often limited to same-level colleagues, as employer-employee relationship is 

usually uneven and only works one way. For example, the tendency of managers to shout or 

intimidate their employees is sometimes widely accepted in Chinese companies, to the point 

where rituals and artifacts are created solely to increase workers subjugation to the manager. 

The role of who can and who can’t express an idea is underlined through these rituals.27  

Surely, Confucian philosophy has strong links with the impossibility of the employees to 

remonstrate, as in the Book of Rites is stated:  

“If a mother or father has a fault, the son should quietly, with a gentle voice and a blank 

expression, point out the problem. If this has no effect, the son should increase his reverence and 

filial piety. Later the son can repeat his point. If the parents are displeased, the son should strongly 

state his point, rather than let them do something wrong in the neighborhood or countryside. If they 

are even more angry and more displeased, and, even if the parents beat the son till the blood flows, 

the son should not dare be angry or resentful, but instead should show increase his reverence and 

filial piety”.28 

As shown in the brief extract, the employee’s only way to remonstrate is to quietly explain 

the problem. Should the method prove ineffective, the employee cannot show any form of 

anger or resentment towards his supervisor. Another brief excerpt from the Book of 

Changes, a book revered by Confucius as an indisputable source of knowledge, recites: 

“First there are heaven and earth, so there are living things; there are living things, so there are 

man and woman, so there are husband and wife; there are husband and wife, so there are father 

and son; there are father and son, so there are master and follower; there are master and follower, 
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so there is seniority (or hierarchy); there is seniority, so there is distinction between right or wrong 

behavior.”29 

The aforementioned practices objective is to avoid the employees criticizing or doubting 

managerial choices. The outcomes, obviously, are usually mixed. The absolute authority of 

the manager undoubtedly can help in short-term, critical choices, as it saves time needed in 

the decision-making process; the lack of conflicting opinions accelerates the process, 

providing quick results. At the same time, it limits tremendously two-ways communication, 

greatly affecting the decisions outcomes. While the quick response could prove pivotal in 

critical situations, it could also negatively affect the quality of the said response, and 

undermine the employees’ ability to act by themselves. In the worst-case scenario, it could 

result in low-motivated, unchallenged work force unable to make decisions without the 

supervision of the employer.  In a similar fashion, too much emphasis on Vertical linkages 

and Leadership could bring the same results.  

Vertical linkages are defined as the division of labor inside a company, from the highest 

position to the lowest, or in more specific terms, the Hierarchy inside a company. This 

organizational method is backed by centuries of hierarchical structures, both in private life 

and public organizations. The Communist Party itself is a clear example of this phenomenon, 

with its centralized structure. While it’s tempting for European and American to deem this 

practice useless and time consuming, it’s not something that companies can easily bypass or 

neglect when approaching the Chinese market. An example is the flow of information inside 

the company itself: the lower tiers workers have to communicate with their direct supervisor, 

who will pass the information to its superiors and so on. The flow of information will also 

follow these rules backwards, thus it would be logical to assume that these practices are time 

consuming. Contrarily, breaking this cycle could be perceived as disrespecting by senior 

managers, and could create inner friction resulting in even more time-consuming problems. 

To pay respect and to be respected is maybe one of the most important characteristics of the 

Chinese-style Hierarchy. Nevertheless, these crystallized forms of human interaction can, 

and do, limit a company from different points of view. For example, the meritocratic system 

is sometimes subordinated to the employee’s age. Since promotion is usually based on age, 

most of the senior positions are held by elder men, with rare exceptions. Another limitation 

is represented by the lack of initiative at lower levels. The inability of workers to express 
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themselves and depart from the upper level orders may possibly produce problems of passive 

staff and overdependence on strong leaders. On one hand, a strong Hierarchy represents the 

quickest way to solve routine-related tasks with optimum results, on the other hand could 

seriously hinder the problem-solving attitude of workers and limit their inclination towards 

innovation.30  

These limitations are shared with another critical factor in managing HR in China: the 

concept of Control, also known as Leadership. Managers usually follow closely their 

employees and, similarly with western practices, reward hard working and punish failure 

and negligence. At the same time, despite the definition of leadership as a rightful and 

benevolent dictatorship, it’s important to underline that this definition is not always 

respected. More often than not, Chinese managers encourage staff member to forfeit sleep 

and leisure time in order to work and complete the task, a practice not permitted in Europe 

or US, and in case of failure the punishment is usually harsher than its “western” counterpart. 

Moreover, the whole concept of Control in Chinese culture is stricter, and does not leave 

any degree of independence to the workers. Defying supervisors’ orders, even if with 

positive outcomes, will be regarded as a sign of unreliability, and as such will not be praised. 

Since the Chinese system is usually permeated with the concept of a tight, hierarchical 

Control, it’s not difficult to imagine the implications inside companies depending on Chinese 

staff. Likewise, too much focus on Control could seriously impede workers’ problem-

solving attitude and their ability to decide by themselves; at the same time, too little Control 

could create chaos and seriously impact the company performance. The continuous paradox 

between Leadership tight-control, Vertical Linkages hierarchical view of the company and 

Harmony at work suppression of complains represent a huge limitation in managing human 

resources in China. Still, there are numerous cases suggesting the Chinese situation is not as 

immovable as one would imagine. There are, for example, some cases where productivity 

would drop as soon as employees were given a more humane treatment. Dr. Anita Chan 

reports that many Taiwanese investors in China deemed unfeasible to be more sympathetic 

towards Chinese employees because of their low self-commitment and because of the 

remnant of the “Iron Rice Bowl” effects persisting on their behavior, limiting their 

involvement, and heavily affecting their working behavior. A part of said investors 
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questioned their own actions and their humanity, but reckoned it would not be possible to 

operate otherwise.31  

Since the distinction between wrong and right methods is in reality more nuanced and vague, 

and also because of the differences between European, American and Chinese cultures, the 

leadership choices should not be crystallized in a single modus operandi and certainly should 

take into account those cultural differences: the manager should encourage employees in 

expressing their thoughts when possible, trying to develop their ability and inclination 

towards the problem solving attitude if necessary; but should also be strict when the situation 

requires it, as in situations involving a more routine-oriented approach. 

Another critical point strictly connected with a Chinese company productivity is the concept 

of Work-ethic behavior. Obviously, with a pool of human resources as big as the Chinese 

one, it’s difficult to generalize; however, the average trend is that Chinese employees are 

usually hard workers, prefer long-term goals to short-term ones, and their commitment to 

the tasks is exceptional. The work ethic behavior probably finds its roots in Confucian 

Dynamism32, also known as Long-term Orientation, and shares deep connections with the 

idea of Harmony above honesty. The latter indicates the subjugation of the worker to their 

employer, completing tasks without complaining, as a mean for achieving goals. The 

extended hours of work are an example of this behavior. A researcher of Beijing Normal 

University, Wang Qi, stated that in 2014 the average Chinese employee works 2.000-2.200 

hours a year, contrary to the 1.770 hours of workers residing in Europe, America and 

Canada.33 This approach towards Work-ethic attitude has led to manifold results. While it 

has been one of the main drivers for economic growth (Redding, 1990; Ryman & Turner, 

Connor, 2009), it has also worsened the life of Chinese workforce, not only limiting 

innovation, the ability to stock up skills and their productivity, but also hindering 

employment and their consumption. Lai Desheng, a Beijing Normal University professor, 

stated that while long working hours had indeed a preponderant role in the Chinese Miracle, 

it has caused a lot of problems. The unsustainability of the situation, along with low wages, 

profoundly affect laborers’ morale in a negative way, argues professor Lai, and further 

hampers innovation and productivity. Thus, reducing the said working hours to a sustainable 

level should not only improve workers ability to innovate, but could also increment the 
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employment, since the companies would be forced to hire more employees. Furthermore, 

increased free time and money would positively affect the Chinese economy, increasing the 

workforce purchase of goods.  

From a practical point of view, since 1990s Standard working hours have been steadily 

decreased to 40 hours per week at most (in 2013) according to the PRC guidelines, the 

Standard Working Hour System.34 Past this threshold, the regulation of Overtime working 

hours states that workers must be paid 1.5 times their wage during the working days, 2 times 

during the weekend or 3 times during a national holiday; it also specifies that overtime 

should not exceed 3 hours per day, 36-38 hours per month. Still, Chinese regulation on this 

matter reveal various grey areas. An example is the Differentiation between Standard 

Working Hour System and Integrated Working Hour System. The former refers to the 

aforementioned limits of working hours per day, the latter is a comprehensive calculation of 

hours during a weekly, monthly or yearly cycle. While the differences between the two 

should not be prominent, in reality IWHS allows more flexibility to the firm arrangement of 

employees’ working hours. For example, if a company decides to apply the regulations on 

weekly cycles, it could respect the limit of 40 hours per week and at the same time exceed 

the 8 hours per day limit, thus creating dissatisfaction among employees.35  

Wages and rewards also play a critical role in stimulating Chinese employees Work-ethic 

behavior and in retaining valid employees. Since Chinese are extremely sensitive to financial 

returns, adequate wages are needed, and monetary compensation should probably be one of 

the most useful methods in rewarding employees. It’s pivotal, however, not to make 

employees excessively compete among themselves, otherwise it could not only strain their 

interpersonal relationships, but also influence in a negative way their perception of the firm 

as a cohesive Group. This topic will be further developed in following chapters, with 

particular focus on case studies analyzing the effects of different typologies of compensation 

and reward systems. 

The next fundamental aspect is the Training, and by extension knowledge and learning. 

Learning as a mean of self-development is an important precept of Confucianism. Learning 

for Confucius is composed of three main steps: the acquisition of knowledge, followed by 

its assimilation and application.  
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The Master said: “Learning without thought is labor lost; though without learning is 

perilous” 

Analects I:14 

Confucius describes learning as a shared process, from the individual to the community, 

from the community to the world.36 It is worth noting, however, that Confucian knowledge 

presents differences with the HRM concept of Training. Confucius meant it as a morality 

driven concept, not as practical knowledge. In fact, based on Confucian assumptions, the 

education should concentrate on the cultivation of values before seeking practical 

knowledge. Training, on the other hand, embraces the practical application of one’s 

knowledge, according to the needs of HRM system. The workforce must know beforehand 

how to complete a task in the best and quickest way possible, and in order to do that a certain 

degree of competence is needed. Besides, Training employees is one of the best methods to 

retain excellences, along with wage and career prospects, as it stimulates their curiosity and 

increase their skills. While it’s true that recently there has been an increment of focus on 

Training employees in China, Chinese HRM lacks on this subject still exist. Firstly, even if 

big companies with large pool of resources often have an internalized process for Training 

their employees, smaller companies are not able to afford this and sometimes decide to skip 

the Training procedure in order to minimize costs and accelerate the process. Secondly, even 

if their Training process is internalized, many companies still adopt Western HRM-based 

practices as the basis of the Training program, and these are not always successful, especially 

for HR employees.37  Lastly, the friction between China’s past low-skilled workers and 

China’s present growth towards higher value-added workforce is creating more than a few 

problems for companies operating in China, unable to retain skilled workers, forced to face 

costs increase and so on.  

These problems, however, are a mere product of historical conditions or unavoidable choices 

and don’t usually represent a misuse or misunderstandings of foreign HR practices 

implemented in the Chinese HR systems. Thus, Training as a mean of self-development and 

retention of excellences is the only Confucian HRM aspect with more or less solely positive 

implications.  
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After having described the most innocuous CHRM aspect, we will move to probably the 

most dangerous one: Guanxi, or relationships. It is not only one of the most important 

characteristics in nowadays China, but could also be the most disruptive and damaging 

aspect of Confucian HRM if not properly handled. Many cases of failure are attributable to 

Guanxi. With the term Guanxi we refer to those interpersonal relationships, interactions, and 

even harmony between two or more people. If properly implemented, it could be the main 

source of growth for the company, as it could create the basis for the company prosperity, 

strengthen the relationship between coworkers, spur them to create a continuous exchange 

of information. Through the connections between same levels employees it’s possible to 

create a web of knowledge, essential in developing new pools of skills, positively affecting 

teamwork and necessary for the company to advance; it could also improve communication 

between coworkers and enhance their morale.  

A common problem in managing a multicultural pool of labor force is the formations of 

different sub-groups based on the culture. In order to stimulate Chinese workers’ relationship 

with expats and overcome the barriers between cultures, the HR manager should introduce 

the said expats in a network of people with both local and foreign backgrounds.38 Chinese 

workers with an inclination towards other cultures (Chinese workers with experiences in 

foreign countries) will probably operate as a bridge between expats and Chinese workers 

with conventional backgrounds, enabling a constant and reciprocal exchange of information, 

an improvement in interpersonal relationships and, in the best case, the creation of a network 

of individual skills. This network of knowledge is crucial for a company operating in China, 

providing the means to compete in the market; however, if one individual refuse to abide by 

the rules of reciprocity and does not share information in return, it could give rise to harsh 

internal conflict. For this reason, the HR manager should be as dynamic as possible in order 

to understand the changes in interpersonal connections inside the company and prevent any 

conflict.  

Another interesting effect of the interpersonal relationships in China is represented by the 

phenomenon of saving or giving “Face” (面子 Miànzi). The term “Face” is used to describe 

an individual moral integrity and social dignity. It is a common practice derived from 

Confucian teachings to try everything to save one’s face, revered as one of the most 

important characteristic of a human being. Saving the Face of people close to oneself is 

something Chinese people do often, and should not be underestimated. Given the nature of 
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the bond that prompts this phenomenon, it could have two implications: it could denote 

absolute trust of an individual towards another, implying the latter actual good faith and 

resulting in positive outcomes; on the other hand, it could also be a form of a priori reciprocal 

defense aimed at their own benefit, and in this case, could cause enormous damage to the 

company. 

Similarly, the concept of Guanxi in China may on one hand suggest benign horizontal 

communications; on the other hand, may signify a less benign form of corruption or 

favoritism. A study published in 2015 (Yong Zhang, Lirong Long, Tsungu Wu & Xu Huang) 

focuses on how Guanxi related HRM could inhibit the effect of the practice of “Pay for 

performance” (PFP), an extrinsic reward based on employees’ actions, and limit the PFP 

beneficial effect on employees’ intrinsic motivation. The hypothesis is that the lower is the 

presence of Guanxi related HRM practices, the better will be in terms of individual induced 

innovation. The researchers argue that Guanxi not only could reduce the workforce’s trust 

in their managers, it could also impact on each employee’s intrinsic motivation, decreasing 

their creativity, and by extent their capability to innovate.39 However, even in this study is 

underlined how the Guanxi related HRM should be analyzed as a holistic, paradoxical 

system rather than a fixed one. As shown above, the implications of Guanxi still represent a 

variety of benefits and limits for the human resources management in China, and as such 

should not be underestimated. In following chapters Guanxi related case studies and research 

data will be analyzed in order to better understand how to counter its negative effects trying 

to maintain the positive outcomes. 

Last but not least, the Group factor in Confucian HRM reflects the collectivist nature that 

characterize Chinese society. In the past, many researchers have underlined the collectivist 

nature of Chinese society, for example Geert Hofstede with his abovementioned work on 

cultural dimensions; Leung and Bond also stated the importance of harmony in China with 

their Social Axiom Survey. The focus on Group performance evaluation and reward, the 

emphasis of internal recruitment and promotion are key factors in managing the human 

resources in China. This is a result of the collectivist nature of Chinese traditions, influenced 

not only by Confucian teachings on cohesion, for example the aforementioned practices of 

Hierarchy and Guanxi, but also by decades of influence of the Chinese Communist Party. 

Various researchers and scholars have underlined the Chinese emphasis on the Group 
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wellness rather than individual one; however, in more recent years there have been various 

cases of individualistic behavior of employees, and an increase of a more “Western” attitude 

towards managerial decisions and employees behavior has been recorded in PRC. 40 

Xiaoying Wang argued that even the Chinese Communist party directions contemplate in 

minor forms individualism and allows a limited degree of pursuit for personal goals.41 At 

the same time, Nevis revised the Maslow hierarchy of needs replacing “self-actualization”, 

the need of personal development and full achievement, with “self-actualization in the 

service of society”, underlining the dual nature of the Chinese approach towards 

collectivism. From a practical point of view, the mismatch between individualistic behavior 

and collectivist environment creates more than a few problems and contradictions. First of 

all, the emphasis on personal achievement has in some way undermined the bonds of trust 

between people of the same Group. Similar to the problems related to Guanxi, the certainty 

of trust as a mean to do business has been deteriorating over time due to individualistic 

behavior. It is difficult to determine whether people adhered to a Group out of interest for 

the Group itself or just personal return, and this strained interpersonal relationships and the 

internal trust. Secondly, it is increasingly difficult for companies to retain personnel, as 

employees do not perceive the Group as a sort of family anymore, instead prioritizing their 

career and economic return over the development of the company.42 Lastly, it is creating 

some sort of indifference towards the components of the Group, be it the company or society 

itself, and cases of frauds or misconduct during work has been recorded. Obviously, these 

problems are still in the embryonic stage and currently do not represent a huge hindrance to 

the ordinary course of business, but should not be underestimated in the future when 

approaching the Chinese market. 

As shown in the data above, from a theoretical point of view each CHRM aspect could 

generate issues and impede the ordinary course of business if not properly handled. It is also 

clear that some Confucian HRM paradigms not only present a series of complexity 

themselves, but clash with other CHRM practices. For example, the emphasis on Control 

and Hierarchy will inevitably create friction with the ability to maintain a solid cohesion 

between the workers and their supervisors, will greatly limit their ability to learn new skills 

and to innovate. Another example is the limits the newly developed individualistic behaviors 
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create for a benign Harmony at work, the concept of the company as a Group, but most 

importantly to relationship based trust, or Guanxi. Expat managers not applying a cross 

cultural approach, or outright neglecting the fundamental differences of the Chinese 

environment are the main source of failure for a company. From a practical point of view 

the situation is even more nuanced. The next chapters will analyze in depth the application 

of these aspects in real life situations, and the difficulties they bring, with the help of case 

studies. 
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4. Confucian HRM Case Studies 

After having theoretically introduced and explained the CHRM paradigms, various cases of 

human resources management application will be analyzed through the help of case studies. 

As explained before, since the success or failure of the implementation of the CHRM 

paradigms does not depend only on their application, but also on internal and external 

factors, the analysis of empirical data is necessary in order to show the consequences of 

unthoughtful application of the said paradigms. Thus, cases of effective application will also 

be analyzed to provide some possible solutions to the paradoxes.  

The case studies analyzed in this chapter are comprehensive of five cases of effective 

application of CHRM and five cases of dangerous, negligent or improvable implementation 

of the aforementioned paradigms. The cases were chosen depending on the companies’ 

activities, their country of origin and their HRM practices, as well as on the availability of 

useful data in order to analyze, as comprehensively as possible, the practical implications of 

Chinese culture and CHRM in the companies’ course of business. Since the application of 

HR practices varies in time and depends also on political and economic environment, in 

order to provide data as close as possible with the current situation the cases reported cover 

the years from 2000 to 2017. The holistic nature of the CHRM system is also taken in 

consideration in analyzing the said cases, for this reason the paradigms will all be analyzed 

at the same time to assess how they interact with each other. The objective of this method is 

to understand how similar approaches to the same problems could result in different 

outcomes. After the analysis of the said case studies, the results observed will be used in the 

conclusion in order to assess whether is possible to define common characteristics of an ideal 

HRM system, or it is limited to a single implementation influenced also by external and 

uncontrollable factors. 

4.1 Foxconn 

One of the most explicative case of negligent management is surely the 2010 Foxconn 

incident happened in the factory based in Shenzhen, China, where 18 workers attempted 

suicide, and resulted in 14 employees dead, and 4 heavily injured. Foxconn Technology 

Group is a Taiwanese multinational operating in various countries such as Taiwan, China, 

USA, Mexico, and South Korea as manufacturer of technological components for renowned 

products and important customers. These include Sony PlayStation, Apple iPhone 43 , 

Kindle44 and Microsoft Xbox One. Among the various reasons of this mass suicide low 

                                                           
43 "The Forbidden City of Terry Gou"; The Wall Street Journal; 2007-08-11. 
44 "Kindle Screen Maker Will Increase Capacity to Meet Demand"; Computer World; 2010-07-28. 



37 
 

wages, inhuman working hours and public shaming are without a doubt the most important.45 

The overtime hours easily exceeded the 36 hours per month established by the Labor Law, 

in some cases reaching 80 hours. This huge amount of work was described as “exhausting 

to the point of tears” by workers interviewed by Pun Ngai and Jenny Chan. Shenzhen Human 

Resources and Social Security Bureau conducted a survey and discovered that 72.5% of the 

5,044 employees described their work as overwhelming despite the average extra income. 

In 2011 the average wage was 1200 yuan per month for standard hours of work, and reached 

1600-2000 yuan for employees working overtime.  

The perception of the huge gap between their salary and senior managers, as well as cities 

average salaries, is what prompted the employees to complain. Moreover, workers lamented 

the impossibility to learn new skills and to develop their abilities because of the 

repetitiveness of their tasks. It is clear how it could impact the workers morale so deeply. 

The continuous, devastating length of working hours and overtime, the lower wages in 

comparison with senior managers and cities workers and the limitations to their personal 

development imposed by the nature of their tasks caused serious damages both to employees’ 

commitment to the company and their Work-ethic behavior.  

 

Figure 6. Foxconn hierarchical model 
Source. Foxconn Technology Group 
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Despite the company’s slogan “Heart to heart, Foxconn and I grow together”, clearly aimed 

at instilling the idea of the company as a family and as a mean to succeed, workers felt their 

development didn’t matter, and the lack of trust in the firm brought disastrous consequences. 

The strict Control and the extremely hierarchical division of labor (Figure 6) are all factors 

that contributed to undermine employees hope to acquire new skills in order to progress in 

their careers. 

Another issue is the creation of rituals and artifacts aimed at subjugating workers to the 

managers. The danger these practices could pose if used indiscriminately has already been 

discussed in previous chapters, and the Foxconn case study support the theory. There has 

been, in fact, a multitude of cases of public shaming apt at punishing workers who failed to 

complete the tasks properly. These forms of punishment include compelling the employee 

to stand up in front of their coworkers to make a clear and loud declaration of self-criticism, 

managers yelling at them, and so on. Moreover, a series of rituals have been implemented to 

maintain the power distance between senior managers and lower levels. For example, the 

test for promotion includes memorizing and write Foxconn CEO and founder Terry You’s 

quotations, in a way not dissimilar to the militaristic practices applied during the Maoist Era. 

These quotations are the following: 

“Leadership is being decisive. Leadership is a righteous dictatorship. Leadership is a 

battle between experimenting and practicality” 

“Growth, thy name is suffering”  

“Outside the lab, there is no high-tech, only execution of discipline”46 

The first quotation denotes the detachment between personnel and managers in terms of 

power. “Leadership is a righteous dictatorship” is a clear exasperation of the Confucian 

principles of Hierarchy and Control combined with the remnants of the Maoist concept of 

leader, and aims at legitimizing every managerial decision, even if wrong. The results of the 

exasperation are a tightly knit network of Control, the negation of any form of internal 

criticism and by extension any form of self-improvement. As stated before, some Taiwanese 

investors deemed impossible for them to implement more humane conditions, otherwise the 

productivity would drop. While it may be true that these tasks based on routine require a 

well-built hierarchical framework and a stricter Control over the employees, in this case the 

application was taken to extremes, and workers felt too much pressure. The nonexistent 

leisure time, the repetitiveness of the tasks and the figure of the manager as a sort of supreme 
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leader that cannot be directly opposed caused a nervous breakdown to employees that 

provoked the suicide attempt. 

The second quotation could be an attempt to make the labor force accept the concept of 

enduring hardships in order to improve and make the company grow, exerting leverage on 

their Work-ethic attitude and the idea of the Group achievement. However, it didn’t yield 

the desired outcomes for two main reasons.  

The first one is again attributable to the overexploitation and comparatively low wages of 

the workforce, that prompted the employees to ironically referred to human resources 

management with the term “human subordination”47 and thus jeopardizing every attempt at 

leveraging on their Work-ethic behavior. The dissatisfaction towards the task performed was 

amplified by the already mentioned unorthodox punishment practices and brought terrible 

results. Because line managers were also constantly controlled and under pressure, 

employees took advantage of this situation. In fact, there has been many cases of employees 

deliberately working as slow as possible, stealing products and even sabotaging the 

operations aimed at embarrassing the line manager as a sort of reprisal. In this way 

employees could change the manager regarded as inconvenient. It’s clear that these forms of 

retaliation are dangerous for the firm as they slow productivity, but it’s important to 

underline that they were an effect of the stress imposed by the company on workers. Foxconn 

should have maintained a positive attitude towards its workers in order to stimulate their 

Work-ethic behavior.  

The second reason the firm failed to inspire workers to cooperate to achieve a common goal 

is the internal problem related to the employees’ perception of Foxconn as a fragmented 

Group. As reported by Pun Ngai and Jenny Chan, many people stated that inside the 

company nobody wanted to take responsibility of failures, instead compromising their 

subordinates in a sequential scheme, thus straining the already weak cohesion between the 

different levels of the company. Not only this is a practical example of paradox between the 

internal Hierarchy and the concept of Harmony at work and Group, but it is also an 

explanatory case of negligent CHRM application that has its roots in the already discussed 

practice of saving “Face”. The objective of line managers, in fact, is to prevent  criticism 

from above in order to retain beneficial relationships (Guanxi) with their superiors, and to 
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vent their anger on lower levels.48 The fixed internal Hierarchy undermined the relationship 

and the stability between lower and higher levels, causing the fragmentation of the company 

in different sub-groups that, due to the strict Control over them and the inability of managers 

to take responsibility, preferring to blame their subordinates to save their faces, resulted in a 

destructive competition between the said sub-groups. The perception of a conflict between 

“us” and “them” is arguably the main cause of abovementioned cases of employees 

sabotaging the company and their dissatisfaction towards the firm.  

The third quotation, similar to the first and second, refers to the absolute power of leadership 

from the workforce point of view, again in a quasi-militaristic fashion. Discipline must be 

the main focus of the employees, not innovation, and their only task is to operate following 

orders in the most efficient way. Again, it is clear that this statement not only frustrates the 

workers more, since they’re unable to express their capabilities and relegated to a repetitive 

job, but also clashes with the particular environment the conflict between managers and 

employees has created. 

The last issue related to Foxconn is the indifference towards and between the workers. The 

problem of the increase of individualistic behavior affecting negatively the concept of Group 

has been already analyzed, and thanks to Foxconn case study is possible to understand the 

danger this indifference represents for the employees and the company itself. The 

implementation of performance related evaluation from A to D, intended originally as a 

mean to reward hard working employees, created a sort of competition between workers, 

and resulted in the isolation of each individual, interested only in increasing their own 

monthly wage. Employees could not talk to each other, communicate in any way during the 

job hours, further excluding any kind of human interaction and connection. Moreover, even 

if the complex “Foxconn technologic city” provided common structures like dormitories and 

canteens, in reality each employee had different and specific schedule, hindering 

communication between colleagues. Workers with different shifts often interfered with each 

other’s sleep period, negatively influencing their performance and increasing the perceived 

pressure. The impossibility of human relationship between coworkers also impeded the 

formation of any sort of labor union that could defend their rights, even though unions are 

still a sensitive subject in China. 
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Another example of this indifference, in this case from higher levels of the firm, is the answer 

to the 18-suicide attempt. A series of metal bars were installed near windows, fences were 

built on tall buildings and webs made of ropes were set up near stairs as an anti-suicide 

measures. However, not a single psychological center was instituted, nor any practice was 

altered to relieve workers from excessive stress. The lack of interest towards the employees’ 

mental equilibrium could be not so explicit at first, since measures aimed at preventing 

suicide have been implemented. On the contrary, apart from the façade the higher levels of 

the company decided to adopt, their main and only interest was probably to avoid other 

incidents in order to protect the firm from criticism and sabotage, and in the process saving 

their “Faces”. The apathy towards the employees’ situation is still an unsolved problem that 

needs to be addressed properly. As a matter of fact, suicides continued in 2011 and the most 

recent case took place in 2016 proving that these counter-measures were ineffective or at 

least insufficient.  

The Foxconn case study provides extremely important information related to the Confucian 

human resources management. While the near militaristic emphasis on Leadership and 

Control did maintain productivity at high levels, it did not produce the expected benefits 

from the human resources point of view. The accumulated stress, the excessive exploitation 

and underpayment of workers led to heavy consequences not only for employees, but also 

for the firm itself and the companies that resort to Foxconn as a provider. After the Foxconn 

scandal, in fact, many protests took place in China, dramatically affecting both Foxconn and 

Apple image. After the 2016 suicide, some journalists stated that it could be the spark that 

will prompt Apple to find new suppliers in the future.49 If this happened, Foxconn would 

have lost its main client and suffer incredible losses, and would be forced to revise its human 

resources management model. 

4.2 Gucci 

Another case of poor management decision is provided by a worldwide known brand, Gucci. 

In 2011 the firm was already expanding in mainland China, and only in the first quarter of 

the previous year had already increased its revenues by a stunning 35.6% and had planned 

to further expanse in the Chinese market. However, despite the aura of an illustrious, high-

end luxury brand it had already gained in the Middle Kingdom, Gucci had to face a scandal 

exploded in China the 8th October 2011 related to the apparently inhumane treatment 
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reserved to the employees in the Shenzhen flagship store. Five former Gucci employees 

published online an open letter, titled “Public Letter to the Top Management of Gucci from 

Former Employees who resigned collectively” 50 , denouncing the lack of ethics the 

leadership of the Gucci store displayed in managing its human resources. 

In the letter, the former workers depicted the harsh working hours as extremely extenuating 

and demoralizing. Employees were described working so much that some of them caught an 

allegedly work-related disease. Despite the parallel it could make with the Foxconn example, 

there is one major particular differentiating the two cases: the records of working hours were 

falsified in order to not infringe the laws. The premises are completely different with the 

case of the Technological City, that despite the above average working hours, still respected 

the time limits dictated by the law. In this case not only the periods were extended to the 

extreme, but Gucci went further the limits imposed infringing the law. On top of this, 

employees’ wages were below average, and the overtime was not paid at all due to the 

absence of records. The ploy adopted by the management of Gucci flagship store consisted 

in obliging its employees to clock out in order to create a falsified evidence, while in reality 

still exploiting them. Moreover, Gucci’s working hour model consisted in one complete day 

of work (10 hours) followed by one day of relax for each employee. However, not only the 

workers were forced to work past the 10 hours, due to the abovementioned method they were 

also compelled by their supervisors to continue until the following morning. Under these 

extreme conditions, it was natural for workers to lose morale and trust towards the firm. 

However, the fact that only five employees decided to disclose the details of the inhumane 

treatment conducted by the Gucci flagship store and rebel against the company policies 

should be a warning of danger and could imply several ethical issues. 

The first main implication could be the existence of a rigid, Control based Hierarchy not too 

dissimilar from the one seen in the quasi analogous Foxconn case. In the letter, the former 

employees made clear that while the inhumane treatment applied to all service personnel, 

the same impositions weren’t applied to line managers or higher levels. This denotes a 

detachment between the ones occupying a higher position in the power pyramid and the 

frontline workers, a practice seen in the previous case study. In this case, personnel couldn’t 

make any decision by themselves, neither from a working nor personal point of view. An 

example of these unethical practices consists in the extremely strict Control on issues such 

as going to the toilet, drink water or eating snacks. For all of the previous actions, employees 
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had to wait for the manager permission, often waiting an interminable long time for the sake 

of completing tasks as fast as possible. These procedures were also applied to a member of 

the staff who was pregnant at the time.  

However, apart from the previous mentioned five authors of the open letter-that incidentally 

were already former members of Gucci by the time the letter was written-there were no cases 

of employees denouncing these unethical managerial behaviors. The tightly knitted Control 

system probably did not allow any form of public disclosure of internal practices, and from 

the letter it is clear that some degrees of punishment were applied for employees. For 

example, in the event that the products were damaged or stolen, the frontline personnel were 

forced to personally pay a sum of money, usually consisting in rmb70,000 detracted from 

the salaries. On one hand, it may imply that previous cases of employees stealing the 

merchandise were recorded, and the firm needed to protect itself from these cases of theft; 

on the other hand, however, the implemented practices did not take into account whether the 

culprits were actually the workers, but was some sort of a priori punishment aimed at 

discouraging any other similar case, while at the same time seeking a return for damaged or 

stolen goods. Moreover, each product was already covered by an insurance, so the 

punishment reserved by Gucci to the employees was only aimed at increasing the earnings 

of the company. It's clear that this practice brings serious and dangerous consequences.  

Certainly, from a theoretical point of view these precautions can help in increasing the focus 

of the personnel on internal security; however, from the practical point of view this led to an 

increasingly stressing situation and reciprocal distrust between employers and employees. 

Additionally, the already below average wages were further decreased by this punishment 

system, heavily affecting the Work-ethic attitude of the employees, who felt overexploited, 

underpaid and not trusted. 

Another reason for the low number of employees complaining about the managerial choices 

of the flagship store could be related to the implication of the CHRM practice of Harmony 

at work. As stated before, this paradigm often implies the submissive behavior of employees 

towards their supervisors. The Gucci case study may be an example of this aspect. In fact, 

despite the numerous cases of internal friction between higher and lower levels, there wasn’t 

a single case of an employee challenging the authority of his superiors, and the causes of this 

behavior were manifold.  

Firstly, the employees often needed to work no matter the conditions, in order to obtain some 

sort of financial stability, thus they were prepared to sustain these extenuating working shifts 
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without complaining. The implications of this logic included the nearly same quality of 

performance execution even in stressful conditions, little to no regard for the working hours 

and submission of the employee to the managers. Furthermore, the cultural background 

didn’t help in the communication between the company and the line workers because of the 

implication of Harmony at work impeding the latter to complain or refuse the employer’s 

orders, along with the lack of any sort of labor union defending their rights. Tolerance has 

always been a characteristic deeply rooted in Chinese behavior, and it's often considered an 

enviable virtue, thus employees often restrain themselves from voicing their dissatisfaction. 

However, if the need for financial security and the respect of Harmony at work were the only 

criteria taken in consideration by the workers to not complain, the existence of wage related 

punishments, the unpaid working hours and harsh conditions they had to face could sound 

extremely paradoxical. In reality, another expedient refraining a collective protest was the 

particular model Gucci applied in hiring employees, the labor dispatch system (LDS). The 

labor dispatch system is a model utilized in hiring employees relying on third parties. The 

distinction between recruitment and employment represent the pivotal point of this 

management model, since the employees will be selected by the employee leasing company 

and subscribe a working contract with it, but the working relationship will be conducted with 

another company, in this case Gucci (Figure 7). 

 

Figure 7. Labor dispatch model 

Source. www.bgbridge.com 

The reasons behind this managerial choice are mainly two. From an economical point of 

view, the financial pressure of hiring and Training employees is reduced for the company, 
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as it is not required to provide an expensive Training program, and does not incur in hiring 

expenses except the fees paid to the employee leasing third party. From an organizational 

point of view, the adoption of the Labor dispatch model allows the firm to completely 

overlook social security arrangements, since the contractual relationship exists between the 

third party and the employees. Furthermore, Gucci had implemented a labor dispatch model 

infinitely more complex than the one represented in figure 7, often relying on three or more 

leasing companies, making the process extremely confusing for employees.51 

It should be noted, however, that the labor dispatch system usually is not intrinsically 

deleterious for laborer’s rights, and the negative outcomes of the Gucci case are merely the 

results of poor, if not deliberately malicious management choices. In applying the LDS, the 

management of Gucci Shenzhen utterly ignored various legal limitations related to the rights 

of the workers. Firstly, the LDS should be only applied for short term employment to avoid 

cases of over exploitation, while the flagship store applied the model for more than two years 

without regard to the said restrictions. Furthermore, even if the laws regulating the LDS 

imply some sort of protection regarding the pregnant employees’ category, prohibiting 

overwork and night shifts, there had been cases of Gucci exploiting the said category in long 

and extenuating tasks. Apart from pregnant workers, the laws also included a mandatory 

period of rest for employees that, as explained before, was never respected by the firm.  

The combination of these factors heavily reduced the employees' bargaining power, 

hindering any sort of communication with the managers and increasing the tension inside 

the firm. If the managers had implemented a system aimed at resolving conflicting situations, 

comprehensive of reasonable working hours and compensations, the dissatisfaction among 

the workers probably wouldn’t have increased to the point of breakage, and wouldn’t have 

spurred the leak of information.  

The disclosure of the flagship store internal inhumane practices caused a wave of indignation 

towards the firm. The image of Gucci as a “sweatshop” prompted Chinese netizens to 

complain on the web, and the incident heavily affected the store image. Immediately after 

the scandal, Gucci HQ stated that it was not aware of the not endorsed behavior of the 

Shenzhen flagship store, and it promised to take action against these violations of labor's 

rights. Among the solutions adopted by Gucci HQ there was the replacement of the store 

supervisor and assistant store manager, and the thorough investigation in order to correct the 
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behavior of the employees. At the same time, Shenzhen Human Resources Bureau also stated 

that it would further investigate the situation. After a few turbulent weeks Gucci reached a 

settlement with the former employees in order to protect the firm from criticism, and ruin 

completely the firm reputation. 

Apart from the cost the firm had to pay to reach the settlement, Gucci risked losing its “Face” 

in front of its customer, proving the negligent nature of the managerial choices. The poor 

choices not only created a stressful environment for the line workers, but also backlashed on 

the firm and thus it should be treated as an example of unsuccessful, even unethical 

implementation of CHRM factors. 

4.3 Fiat-Iveco  

Fiat has been operating in China from 1996 through the JV Naveco, formed by its subsidiary, 

Iveco S.p.a., and Nanjing Automotive Group with a 50% division of stock shares between 

the parties. In 2006 Iveco tested a new Training program called Common Future Way aimed 

at improving the company growth and obtain pivotal skills and an advantageous position in 

the market. The program included the recruitment of employees, Training and mentoring 

them with the aid of both Italian and Chinese supervisors in order to develop the workers 

cross-cultural attitude, better suited for the context of the JV.  

From a theoretical point of view, the reasons behind this approach were various and aimed 

at exploiting a few aspects of the CHRM model. The largest part of employees working in 

the JV consisted in local HR managers coming from the Nanjing Automotive Group. Instead, 

the Iveco Human resources team, apart from the joint programs, only handled the tasks 

related to the Italian representative office. For this reason, the CFW was needed to establish 

a cross-cultural approach and better acceptance between the two cultures through various 

steps. Firstly, through the CFW Iveco aimed at improving the Knowledge exchange between 

the Chinese employees and Iveco, and at developing new labor skills through continuous 

communication between employees. Secondly, it served a way for the employees to adopt a 

cross cultural approach in order to understand managerial decisions and avoid 

incomprehension. Thirdly, it aimed at maintaining relationships between the headquarters 

and the local workers. The focus on the relationships between the Italian HQ and the Chinese 

JV may imply a particular attention to the CHRM concept of Guanxi, as well as the Group 

paradigm. With the help of the CFW Training program the company tried to promote the 

image of the JV as a united Group where different cultures coexisted. In Naveco case 

interpersonal relationships served both as a mean to maintain the adequate Control of the 
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HQ over the JV, and as a reinforcement for the abovementioned perception of cross cultural 

Group.  

From a practical point of view, the Common Future Way program was divided in three main 

phases: Recruiting phase, Training Phase and Post-Training positioning.52 

In the first stage, Recruiting, Naveco at first selected a few candidates based on preliminary 

screening, then conducted a series of job interviews aimed at comprehensively 

understanding the abilities and skills of the interviewees. Among the characteristics taken in 

consideration the analytical skill, the ability to operate with a critical thinking and open-

mindedness were the most important ones. Even at the most basic level, however, Iveco’s 

Common Future Way system began to show some problematics. The job position description 

and the compensation weren’t disclosed, however the firm promised a fast career 

development, high wages, and a life in metropolitan cities. The survey conducted by Keijia 

Wu showed that at the time of the recruiting, 71% of the trainees didn't have any insight on 

the job position and compensation. Based on the insufficient details the candidates were 

given, more than a few were suspicious of the job position, but could not, and did not want 

to decline the offer since they had refused every other companies proposal in order to 

participate to Iveco recruitment. Moreover, the candidates hoped that once they were hired 

in the company to work abroad, the would have given the expatriate status, with all the 

benefits of this position. This denoted a heavy lack in communication of Iveco’s HR 

managers, and caused enormous problems to the subsequent phases of the CFW model. 

Another problem arisen during the initial stages of the program was related to the application 

and enforcement of the laws in China. The participants of the project had to sign a binding 

contract valid for three years, and the clauses stated that in the event of voluntary termination 

of the contract the candidate should pay a penalty of $10,000. Despite the knowledge the 

company clearly had of the Chinese legal system, it failed to understand its enforcement. 

The inability of the firm to exploit the binding contract generated liabilities for the firm, with 

new recruits opting to leave without paying any sum of money. Again, since the Chinese 

counterpart did not warn the Italian human resources representative office, it denotes poor 

internal communication between the parties, and could have been avoided by the further 

development of Guanxi between Iveco and Nanjing Automotive Group. However, apart 

from the initial difficulties the program proceeded to the second phase. 
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The second stage was the Employees Training and consisted in two main parts. The first one 

was an intensive Training based on different activities, such as language courses, 

management lectures and creative thinking, conducted in China with a duration of nearly 

one month. The second period consisted in an eleven months long Training in Italy, where 

the trainee should have learnt and exploited Italian language and culture, and participated to 

professional Training programs. While in theory the plan was well designed and focused on 

the future manager’s cross-cultural approach, it showed more than a few flaws when applied. 

Despite the first period was characterized by successful program management, effective 

Training activities and useful learning methods, the Chinese trainees suddenly discovered 

that the Training period in Italy lacked contents, was too bland and did not have any fixed 

schedule. For these reasons, the participants were overwhelmed by the scarcity of indications 

and instruction. In this case the errors committed by the Naveco management consist in not 

taking in consideration at all any sort of Hierarchy or Control system, in a completely 

opposite way than the Foxconn and Gucci case studies. While the eleven months should have 

been a way to learn in depth the Italian language and culture, in reality was perceived as a 

waste of time by the participants. Moreover, there had been some cases of trainees assigned 

to positions they were not interested in, further decreasing their morale towards the project. 

This, along with the aforementioned impossibility for the firm to retain the participants with 

a binding contract, prompted some of them to leave without completing the three years 

program. Despite the heavy losses for the company due to the extremely high cost of the 

Training system -around 1.25 million euros- the CFW program was further implemented to 

the third phase. 

The third stage was related to the trainees positioning, wages and reward system. As stated 

above, despite the promise of a job position in accordance to the trainees’ interests, many 

participants discovered that the job offers didn’t consider their preferences. To worsen the 

situation, the compensation system created even more problems between Naveco trainees 

and local employees. While the trainees were promised an exceptionally high wage in the 

recruiting stage, during the Training phase they discovered the wages were cut down by 

nearly 50% due to incomprehension between the Italian and the Chinese partners. This wage 

reduction greatly reduced the trust the trainees had in the JV. Moreover, even if the wages 

were scaled down from the initial figure, the amount was still enormous in comparison with 

average local employees’ compensation. While Iveco initially had thought of implementing 

a system that would have safeguarded the employees and the company from compensation 

disclosure, it failed to understand that such practices were not common in China. Naveco, in 
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fact, let this information become public, and this caused the fragmentation between the local 

employees and the CFW trainees. The former felt the latter's wages were too high compared 

to their own, and this spurred bitter sentiment towards the perceived privileges. Not only the 

trainees had to accept a smaller quantity of money than the one promised, but also had to 

face any sort of barrage from their colleague. There have been many cases of employees 

refusing to provide pivotal material or information to the Naveco trainees, preventing them 

from completing their tasks and provoking heavy damages to the JV daily business 

management. In this case the CHRM Group factor was endangered and, similarly to the 

Foxconn and Gucci case study, it hindered the communication and the cohesion of the JV. 

Another major problematic consisted in the evaluation system and the consequent reward 

not being based on meritocratic parameters, but on forms of nepotism instead. While the 

performance evaluation system at Iveco rewarded achievements and skills, the one 

implemented at Naveco was more based on interpersonal relationships and not quantifiable 

data, thus proved not sufficient in rewarding and especially retaining excellence. The CHRM 

concept of Guanxi played a trend focus role in these decisions. Employees felt betrayed by 

a system that privileged relationships instead of the personal achievements: on one hand 

prompted some of them to leave the company; on the other hand, it further lowered the 

morale and the commitment to the firm of those who decided to remain. 

In addition, when employees arrived at Naveco found extremely difficult to understand how 

to behave inside the company. The system was so hierarchically built, it was impossible for 

them to innovate or confront their superiors in any way. This was in complete contrast, 

however, with the preparation given them during the Training. The participants of the 

Common future way could not understand whether to utilize the more open approach 

implemented during their Training in Italy and promoted by Iveco, or to submit to the 

Control-centered Hierarchy of the Manning Automotive Group. The two companies, in fact, 

were not able to synchronize their HR related practices because of the scarce communication 

and cultural differences. Moreover, it seems that the lack of trust between the two companies 

was another driver of the failure of the CFW. The two parties could not promote a common 

goal and caused not only an internal scission between locals and foreigners, but also between 

the Chinese workers and the participants of the CFW project. One of the reasons of this 

failure is the fact that Iveco didn’t rely on the relationship with their partners, and without a 

proper use of Guanxi failed to achieve a cross-cultural attitude. The best course of action 

could have been delegating someone with Chinese-Italian cross-cultural attitude working as 
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a middleman between the two parties in order to improve the relationships before trying to 

develop the CFW program. In this way, the JV could have avoided the law enforcement 

related problems, and through constant horizontal communication could have assigned the 

trainees to job position in accordance with their interests.  

Lastly, the Chinese managers feared that the JV was only a transitional phase for the Italian 

firm in order to create a new tier of Iveco-exclusive, Chinese market aware managers. Since 

Iveco overlooked the creation of strong bonds with the Chinese counterpart, it was not able 

to refute this hypothesis. Similar to the Foxconn case study, the distinction between “us” and 

“them” played a critical role in debasing the hopes and the sense of unity of the JV. 

Moreover, the fact that Iveco was indeed trying to train a new class of managers with both 

an Italian and Chinese cultural background, further fueled these fears and diminished the 

already weak trust, thus condemning the JV project to failure. 

The analysis of this case study helped explaining how a well-thought and apparently 

effective Training method can give opposite results if not paired with a solid relationship 

inside the company, or JV in this case. Contrary to previous cases, where unethical 

managerial decisions were deliberate in order to increase productivity only without regard 

to the workers’ condition, Naveco situation showed that the Italian party actually believed 

in their employees career development and Training as a tool for innovation and progress, 

however at the same time failed to implement other criticalities such as the concept of a 

cohesive Group and the importance of Guanxi before the Training started, both feasible 

through the establishment of a solid corporate culture, and the need for the employees of 

some degree of Hierarchy and Control in order to work during the CFW project application. 

In particular, through better communication and the Italian company could have employed 

the trainees in the areas they were actually interested in, instead of randomly assigning them 

to unwanted positions. Despite the company showed on different occasions to have a clear 

idea of the importance of the cultural, legal and organizational differences, in the end the 

main mistake Iveco committed was to not adapt its HR practices enough to the Chinese 

environment, merely replicating the same exact models tested in Italy and other countries. 

4.4 Grand Hyatt Shanghai  

Grand Hyatt Shanghai is a subsidiary of the Hyatt Hotel Group based in Chicago, US, and 

has operated in China in the hospitality industry since 1999. Despite the relatively long time 

in the Middle Kingdom, in 2008 Hyatt was still affected by the particular situation regarding 

the hospitality industry. The high employee turnover, relatively low wages, cultural 
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differences in dealing with customers were all factors that hindered the hospitality business. 

Before analyzing the case of Grand Hyatt Hotel, a few information on the background will 

be provided in order to better understand the obstacles the company had to face.  

First of all, the Chinese cultural background openly differs with western practices in 

managing hotel employees. According to the Chinese communist background, one of the 

main goal was to erase any form of servitude, an idea deeply rooted in the Chinese culture; 

at the same time, the concept of serving guests itself clashes with the previous statement, 

creating more than a few contradictions. Moreover, often hotel managers tended to be direct 

in reprimanding inadequate employees’ behavior, replicating the practices applied in US, 

and this could only be perceived by the workers as “losing Face”, further alienating them. 

For these reasons, since Chinese employees were relatively unacquainted with the hospitality 

industry some of them were reticent in working in such an environment. 

Another major problematic, as stated above, was the high turnover of employees. The 

reasons behind this phenomenon were various: a low compensation system, along with long 

and exhausting working hours, often prolonged because the customer needs were enough to 

limit the development of any kind of attachment to the firm; moreover, since the companies 

operating in the hospitality industry found it difficult to create a corporate culture, the 

financial sensibility of the workers prompted them to change employer depending on the 

compensation proposal.  

The third limitation came from the different approach the companies had towards Chinese 

employees. Despite the high quantity of locals hired and trained, the number of Chinese 

workers operating as managers was minimal. The low probability of career development for 

Chinese employees created a barrier between the companies and their employees, lowering 

morale and attachment to the firm. From the analysis of the Chinese hospitality industry 

background, it’s clear that Grand Hyatt Shanghai had to execute a profound renovation in 

terms of HR management. The survey conducted by Ilan Alon and Tatiana Ferreira, based 

on interviews with key managers at Hyatt Shanghai53, will help delineating the core decision 

taken by the firm in order to overcome these obstacles. 

One of the most recurring information during the interview was related to the importance of 

Guanxi in both hiring and retaining employees. Personality, and not skills, is taken in 
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consideration during the recruitment of new workers. Apart from obvious and stated reasons 

behind this choice, such as the preponderant role the paradigm plays in interacting with 

Chinese workers and the need for a personality matching the job, this could be a clear sign 

of the intrinsic nepotism characterizing the concept of Guanxi. The extent of the 

pervasiveness of Guanxi was so deep that even when discussing about promotions, the 

relationship was among the variables taken in consideration. Another issue arisen during the 

hiring process was that the interviews were conducted in Chinese language only, and the 

recruiters could not assess the interviewees’ linguistic skills until they were hired. Of course, 

Grand Hyatt Hotel clients came from different countries, and knowing English was the only 

way to communicate with them. 

Despite the skill level was not the first priority for the firm, it should be noted that extensive 

Training programs were instituted in order to improve the staff abilities and the way they 

interact with clients. The Training project is divided in two parts: Role-play and Room 

Division Training.  

The first one is the shortest, lasting for one week and has various objectives. One of the 

manager stated that a great number of Chinese employees had some difficulties in 

maintaining eye contact and the correct posture, as well as smiling. Moreover, despite 

knowing English on an academic level, some of them were shy about their linguistic skills. 

For these reasons, a series of role-playing project were started in order to correct these 

behaviors. At the same time, mentors and trainers defined the Chinese learning method as 

rigid, memory-based with little to no space for flexibility, while in the hospitality business 

an employee’s key characteristic should be being able to take decisions on his own.  

The Room Division is the longest one, as it can last for two to three months. During this 

period, employees are taught how to properly receive guests, are tested to improve their 

service skills, and are given information on the Hyatt Hotel standards and policies. All the 

previous stated incorrect behaviors should be corrected at the end of the Training, and the 

employees officially start to service the guests. In defining the Training, the company was 

able to grasp the differences between the US and China, and subsequently creating an ad hoc 

program. In fact, in order to achieve the same results in the US only two to three weeks are 

needed. This denotes a certain degree of knowledge of Chinese employees’ behavior and 

focus on adapting the program, not merely replicating it. One interesting phenomenon that 

the managers observed during the Training and post-Training process was the higher degree 

of respect and trust the employees had towards their foreign supervisors. Non-local managers 
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were able to incentivize their subordinates without resorting to any kind of strong, 

hierarchical leadership system. However, the managers also noted that when disciplining the 

employees this trust and respect turned into higher levels of fear and intimidation, and could 

severely worsen the employer-employee relationship. 

After the Training program was completed, one of the issues for the company was retaining 

valuable employees. As stated before, due to the sensibility to financial returns and the long 

working hours, the employee turnover was extremely high, meaning that the employees 

often decided to leave the company for better opportunities. Unfortunately for Hyatt, no 

retention system whatsoever was implemented, and the company preferred to hire new staff. 

Apart from a basic reward system, the firm did not pay attention to career development, and 

thus could not leverage the Chinese Work-ethic attitude. This led to higher hiring and 

Training expenses, and the leak of skilled employees in search for a slightly better 

compensation.   

Hyatt limitations are extremely clear and permeates every level of the HR process. Even at 

the hiring level, the inadequate application of Guanxi created problems of nepotism, with 

employees lacking core skills such as linguistic capabilities, the ability to develop a flexible 

attitude in a short time, and client-oriented communicative skills. This led to an overextended 

and expensive Training program. Despite these lacks were partially covered during the 

Training process, some of these inadequacies persisted even after, causing a few problems 

during the employee-client relationship. Despite the hotel guests praised the level of service 

at the Grand Hyatt hotel, some of them complained about Chinese employees nodding to 

their request even if they didn’t understand.54 

The non-existence of a cross-cultural managerial team also hindered heavily the HR process. 

As stated before, employees’ increased trust towards foreign employer allowed the company 

to manage workers without resorting to Hierarchy or a strong Leadership, but at the same 

time the fear of losing Face was accentuated, resulting in low morale and reticence in 

communicating bad news to the higher levels. Moreover, the fact that no Chinese managers 

were included in the company limited heavily the possibility of career development for the 

Chinese workers, and this was reflected on their Work-ethic behavior and high turnover, 

often opting to working for the competitors in order to gain a few extra RMB.  
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Overall, however, the HR performance of the firm was not as disastrous as Foxconn, for 

example, but merely improvable and shared the same problematics with its competitors. 

Despite having to face higher Training and hiring costs and high employee turnover rate the 

employees were content of the managerial choices, and the clients referred to the Hotel 

service as “satisfying”. Among the solutions that the firm could adopt are the institution of 

a corporate culture in order to leverage on the Group factor, as well as better career 

development in order to retain skilled employees. Moreover, a cross-cultural approach with 

both local and foreign managers could help in delineating a better Training program, saving 

resources in the process. 

4.5 Huawei Technology Ltd. 

The case study regarding Huawei Technology Ltd., Huawei in short, slightly differs from 

previous examined cases since the firm is a fully Chinese owned company instead of a form 

of Foreign Direct Investment. However, the case study was selected for two main reasons. 

The first reason is related to the importance of the company in the Chinese market, since it 

is one the most prominent private firms operating both on local and international level. The 

second reason is that, contrary to previous cases but similarly to the Foxconn one, the 

majority, if not the totality of the staff is composed of Chinese workers and thus can provide 

data on a “purer” form of CHRM.  

Huawei Technology Ltd. was founded in 1987 by Ren Zhengfei, and has since expanded in 

the Chinese and international market. Its current headquarters are located in Shenzhen, 

China. Born as an importer of telecommunication devices from Hong Kong, the company 

started developing its own business from 1990s with the institution of R&D centers and 

beginning to produce its own telecommunication devices. After the success in the Chinese 

territory, Huawei started expanding on an international level in the first half of 2000s. In 

2010 the firm experienced an incredible boost in notoriety following their collaboration with 

Android and the production of their own line of smartphones. 55  Currently Huawei is 

arguably the most international-prominent Chinese company involved in 

telecommunication. For this reason, it is worth analyzing its HR policies and procedures in 

order to understand the potential and the limits of this firm. 

What is clear even from initial stages of the Huawei HR model, the incredible and meticulous 

focus on the Training and technical preparation of its employees in one of the main 

characteristics of the said HR system. The firm usually hires students from top Chinese 
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universities on an entry level, while to the mid-level position are usually assigned employees 

hired from the market, and often from competitors. At the same time, in 2005 Huawei 

instituted the Huawei University that provides specific Training programs on the corporate 

culture of the firm, focuses on the product knowledge and marketing, as well as product 

development useful for the formation of a future leadership. 56  Along with a technical 

preparation, trainees are also sent abroad in order to acquire an international view of the 

company and to understand foreign needs for the development of the product. 

Another main characteristic of the HRM system implemented by Huawei is the high-

performance orientation that characterize all levels. Apart from the strictness of the courses 

at the University that rewards the excellence but reprimands low-performance attitudes, 

when the trainee finally manages to be hired by the company his actions are constantly 

evaluated in order to calculate his salary and reward. The system implemented by Huawei 

includes competitive salary based on market and competitor analysis, long working hours 

and a performance-related reward system. It is common practice inside Huawei to work until 

exhaustion, and for this reason many employees bring a pillow from home to rest in the 

working place. In parallel with the reward system, Huawei has also developed a ranking in 

order to divide workers in tiers based on their performance, on a scale from 100 to 0. On one 

hand, it helps calculate the reward for each tier, while on the other hand the company pays 

attention to the worst performing workers and admonish them. If an employee remains in 

the lower tiers for more than one month, he is immediately dismissed. The system is also 

applied in order to decide promotions and demotions. 

In fact, fast career development is also a peculiarity of the HRM system implemented by the 

firm and obviously is aimed at retaining and rewarding valuable employees. Since the system 

is based on a meritocratic, performance driven calculation, in this way Huawei can rely on 

prepared high-performing employees. Another mean to attract HR is the inclusion of welfare 

benefits, such as the assignment of on site of an accommodation for employees, as well as a 

roster of employees’ clubs aimed at improving the social life of the workers and lower the 

work-related pressure. 

Despite the apparently well-tailored hiring, Training, reward and retention programs, 

Huawei HRM system presents a few flaws that could heavily limit the future development 

of the company. Despite Huawei was and still is one of the most sought-after companies, the 
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heavy internal Control the company has over its employees’ private and working life has 

increased enormously the perceived pressure. Workers are constantly reviewed by their 

superiors in order to meticulously calculate their benefits or preventively reprimand 

unwanted behaviors. Long and extenuating working hours, along with these pervasive 

Control practices have impacted heavily on the employees’ morale. Similar to the Foxconn 

case, during the course of 2000s there have been episodes of suicide and health problems 

inside the company. The most recent case is dated back to 2008, with a total amount of 37 

suicide cases in a decade. However, the response of the Huawei leadership to these cases 

completely differed from Foxconn. Before 2007, in a letter written by Huawei CEO Ren 

Zhengfei to a Communist Party committee member is stated: 

“At Huawei, employees are continuously committing suicide or self-mutilation. There is 

also a worrying increase in the number of employees who are suffering from depression 

and anxiety. What can we do to help our employees have a more positive and open attitude 

towards life? I have thought about it over and over again, but I have been unable to come 

up with a solution.”57 

-Ren Zhengfei 

Contrary to the Foxconn managers, who merely decided to contrast the suicidal behavior 

with the installment of anti-suicide fences and ropes, Huawei leadership acknowledged the 

problems at the root. One example of the countermeasures the Huawei managers 

implemented is prohibiting employees to remain in the office past the working hour limit or 

during the night. However, some workers interviewed by Rowley and Cooke described their 

work load as so massive they needed to stay overnight in order to complete it. Other solutions 

in order to raise the employees’ morale was the provision of welfare benefits, along with 

some degrees of social insurance. For example, single employees were given an 

accommodation near the HQ, depending on the availability and cost. The company also 

instituted various employees’ clubs in order to increase the sensibility towards cooperation 

of the Group and the improvement of interpersonal relationships.58 

Another source of internal pressure was the competition deriving from the implemented 

reward system. As explained before, rewards were calculated based on the merit and 

accomplishments of the workers, who were constantly monitored by their superiors. Among 

the rewards an employee could receive was the possibility to buy the company stock options. 
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Probably, the intent of Huawei managers was to leverage the ownership of these stock 

options in order to motivate employees to contribute to the company profit, and at the same 

time to their own wellness. Since success and achievement are pivotal in preserving the 

“Face”, many employees were adamant in obtaining the reward. Despite the morale boost 

the reward system had initially provided, in recent times it was revealed to be insufficient 

for two reasons. From longer-serving employees point of view, the stock ownership provided 

an income far superior than their standard salary, and thus was far harder to motivate them 

through incentives and ulterior rewards.  

At the same time, newly hired employees were not given the possibility to buy these stock 

options, and felt resentful towards the company for this choice. In order to solve this 

problem, in 2007 Huawei decided to dismiss more than 7,000 long-serving employees, and 

later gave them the chance to reassume their position inside the company. Following this 

decision, the company received heavy critiques from every direction. The main argument 

was that Huawei intended to exploit these actions in order to circumvent the new Labor 

Contract Law, that had to come into force the following year. The company, however, 

justified its actions by stating that the measure was taken in order to end the “job number 

culture” of the company: every employee was given a number upon his hiring, and often 

long-serving employees felt the need to ask for privileges, while at the same time their 

performance was not satisfactory. Huawei intention was to lower their position in the 

Hierarchy in order to stimulate again their Work-ethic behavior. Obviously, this move 

enormously increased stress and distrust towards the company, but at the same time it did 

incentivize the said employees to perform better. 

From a HRM point of view, Huawei surely isn’t one of the worst performing companies. It 

has created a solid hiring and Training program focused on merit and capabilities useful to 

attract the best employees. At the same time, its commitment in solving the problems related 

to the employees’ low morale and pressure was remarkable. However, it also presented a 

few grey areas and unthoughtful decisions.  

First of all, the pressure deriving from the work load was too great. Even after the measures 

taken by the managerial tiers, many employees, driven by the will to obtain the reward and 

save “Face” decided to work overnight to complete the tasks. This could be a consequence 

of the arguably too individualistic approach regarding the reward. Despite working as an 

exceptional motivator in retaining employees through a series of benefits and promotion, it 

also created a competition so fierce that the workers felt compelled to work unpaid extra 
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hour to be rewarded. While the high level of productivity was maintained, these choices 

impacted heavily on workers morale and caused some of them to commit suicide. Moreover, 

the heavy internal competition limited greatly the communication between colleagues, 

hindering the development of Guanxi among them.59 In addition, despite the commitment of 

the company in order to solve major problems such as increasing the Group cohesion and 

the relationship between them through the institution of after-work clubs and other activities, 

such as a “Family Day” event, sports meetings and singing contests, Huawei failed to 

implement a valid system during the working hours, instead undermining the cohesion of 

the Group and internal communication because of the harsh competition deriving from the 

implemented reward system.  

Another complication of the HRM system implemented by Huawei was the unequal 

treatment reserved at first to longer-serving employees and new ones. The former’s 

possibility to buy the company stock options as a form of reward was never accessible to the 

latter, and this strained the perception of the Group. This could be a minor negative 

implication of Guanxi, since the firm privileged employees with a history within the 

company. New employees were resentful towards Huawei for not giving them the option 

and this caused heavy and negative internal competition. At the same time, long-serving 

employees’ financial returns from the stock options were so massive that it negatively 

influenced their Work-ethic behavior, thus their productivity fell. When the managers finally 

decided to solve these problems at the root, they opted for an unorthodox solution: dismiss 

altogether, and eventually hire again in the same position, more than 7000 employees. On 

one hand, questioning the stability of their employment did stimulate low motivated 

employees to increase their productivity; on the other hand, however, it also increased the 

distrust towards the company, and again increased the previous mentioned level of pressure. 

The last problem of the Huawei HRM system is the strong hierarchical Control that 

managers apply in assessing the salary of the employees. The system implemented by 

Huawei is the Performance-related pay, meaning that the salary of the workers depends on 

their achievements and productivity. It provided the managers with a strong, unilateral tool 

in order to assess, reward or punish any behavior, and was the cause of ulterior stress for the 

workers. The paternalistic top-down relationship between managers and employees is 

reflected also in the latter inability to participate and give advice on these practices. As one 

worker stated, despite the intention of the Performance-related pay is to motivate employees 
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through a one-time increase of salary, in reality their Work-ethic behavior depends mostly 

on the possibility of increasing their personal skills and technical knowledge, with the 

promise of promotion.  

For the aforementioned reasons, Huawei HRM system is improvable and requires a 

particular attention from the managers in order to revise the contradictions between the 

practices adopted and develop a fully operational HRM system.  

4.6 Michelin  

Michelin has proved, over the course of previous years, that effective and efficient 

application of CHRM can be the engine of the success for a foreign firm in Chinese territory. 

The French company operated in China through a Joint venture with a Chinese enterprise 

known as Shanghai Tyre and Rubber Company Ltd., a State-owned enterprise, as a producer 

and distributor in the tire industry. The Joint Venture was established in 2001, along with an 

R&D center, in order to expand Michelin business to the Middle Kingdom. In 2008, 

however, the JV was one of the worst performing Michelin foreign subsidiaries, and needed 

a drastic reorganization of managerial activities in order to improve the productivity and the 

quality of the product, while at the same time build a new HRM system in order to hire, train 

and retain core employees.60  

Figure 8. Hofstede Cultural Dimensions (France-China) 

Source. www.geert-hofstede.com 
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The causes of this low performance were various. Among them, the enormously marked 

differences between the two entities cultures were enormously marked, and could not be 

overseen (Figure 8); at the same time, organizational changes were avoided to not destabilize 

the already weak JV. 

Bertrand Ballarin, director of social relations, was sent from France to China in 2008 to solve 

these cross-cultural management issues. While Michelin head office was insisting in 

implementing a Daily management system (DMS), once arrived in the Chinese subsidiary 

Ballarin discovered that the DMS could not be implemented because of the Chinese 

employees’ lack of discipline and low morale, as well as their skeptical behavior towards the 

firm. Daily management systems require, in fact, a strict Control over everyday production 

process in order to proactively solve incorrect behaviors and managerial errors, something 

that, given the lack of trust of workers and managers towards the firm, could only frustrate 

the employees. Actually, the premises were not dissimilar from the previously analyzed 

Foxconn case study and could have developed in the same way. Contrary to the Shenzhen 

Technological City case, Bertrand Ballarin deemed the DMS not suited for the particular 

situation of the JV. He opted instead for a long term organizational metamorphosis aimed at 

increasing the productivity of the company and gaining the employees’ trust. After having 

identified supporters, he explained in detail his plan and vision for the company. 

Communication is the key element in these first steps. The ability of Bertrand Ballarin to 

exploit the interpersonal relationships inside the subsidiary to gain favors is an exceptional 

example of how to implement the CHRM Guanxi. The ultimate objective was the company 

well-being, and not personal return and, as discerned before, Guanxi can be an extremely 

powerful tool at this. Even after having established a solid base of supporters, 

communication of intentions and plans was the focus of Ballarin managerial process. Apart 

from correctly applying the concept of Guanxi, the manager showed an incredible inclination 

towards Leadership, another CHRM paradigm, specifically in his ability to defend his ideas 

and vision and gather the said supporters without recurring to the near coercive methods 

applied by Foxconn.  

Following the creation of a network of followers, the next step was regaining the trust of the 

remaining employees and managers in order to diminish resistance towards managerial 

changes. Again, communication of intentions, along with the already established 

relationships inside the firm, proved to be more than sufficient to reach the goal. 
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After regaining the trust of the employees, he proceeded to train a management staff 

comprehensive of foreign and Chinese managers. The objective was to create a team focused 

on leading the subsidiary, in order to establish a new class of managers knowledgeable on 

both foreign and Chinese value systems. In this stage heavy is the influence of the CHRM 

concept of knowledge. Training plays a pivotal role in improving the skills of this new 

managerial division. The new cross cultural oriented team acquisition of essential skills 

worked as the foundation for cooperation between employees, line managers and higher 

positions. 

In fact, the subsequent task was to implement slow changes to the firm processes and 

organization. In this phase, Ballarin wisely adopted various Confucian HRM practices as the 

basis for the innovative push. The focus on raising some employees' salaries was a decision 

aimed at stimulating the Work-ethic behavior of the workers; new implemented Training 

sessions and the focus on their career development was not only a mean to maintain the 

renewed trust, but was also an extremely elaborated and wise way of retaining excellence 

while improving the staff skills and knowledge. The workers perceived the new challenges 

as a mean to personal and professional development, and felt enthralled by these 

responsibilities and opportunities the firm was giving them. Thus, the satisfaction of white 

collar employees towards the company rose incredibly (46%).61  

Another wise expedient was to decrease the difficulty related to the achievement of 

performance bonus reward. Through this choice, Ballarin could not only leverage the 

employees' Work-ethic and more individualistic behavior, but could also counter the 

negative effects of competition seen in the Foxconn Case study. The workers felt no longer 

the necessity to compete with each other in a destructive way because of the more equal 

distribution of rewards, and for this reason the cohesion of the Group was preserved. 

Moreover, the integrity of the said Group was further strengthened by the implementation 

of rituals such as celebrating the Chinese New Year dinner together. 

The result of these organizational and managerial changes all contributed to the rebirth of 

the company in China. Based on the data gathered by Financial Times, “By the end of 2010, 

the first-pass rate rose 64 per cent, and the reject rate fell 32 per cent; productivity rose 20 

per cent”.62 The data show that Ballarin's strategy proved extremely successful in revamping 
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the firm image both on an internal and external level and in improving considerably the 

quality of the production process.  

From the internal point of view, the relationships Bertrand Ballarin had with Michelin 

headquarters and with the Chinese partners was pivotal in setting the basis for the 

transformation of the company. Despite the initial skepticism of the main office, the 

application of the plan could proceed mainly because of the exploitation of the Guanxi 

Ballarin had with both of the companies. In this case the interpersonal relationships provided 

the expected results, and helped Ballarin in the assessment of the situation, probably 

something the HQ was unable to do. The constant communication between the Headquarters 

and the Chinese subsidiary with Ballarin working as a middleman is what allowed the 

development of the firm. 

At the same time, emphasis on factors such as the employees Training, wages and reward 

system surely had a positive impact on the workers motivation and commitment to the 

company and the tasks. Since Chinese employees are more sensitive to wage changes, the 

increase in the payment raised their morale; on the other hand, through the augmented 

possibility of achieving a bonus and opportunities of personal development and Training the 

company regained their trust: it was no more perceived as something endangering and 

restraining their career, but as a promoter of their future.  

Last but not least, the integration of new artifacts and rituals aimed at enhancing the cohesion 

of the Michelin-Shanghai Tyre and Rubber employees created an environment they felt as 

their own Group. In addition, through the analysis of Michelin case study the previous 

statement about the dual nature of Chinese thought (Individualist-Collectivist) is confirmed: 

employees’ behavior shows that the success of the Group is not the only parameter taken in 

consideration by the workers, but it must be backed up by some sort of wellness of the 

singular individuals, otherwise their commitment to the tasks will be extremely low as shown 

by the Foxconn case study.  

4.7 Bühler  

Bühler Group is a Swiss a process-engineering company with headquarters in Uzwil, 

Switzerland that focuses on production of plant and equipment aimed at processing food, as 

well as manufacturing high-end die-cast components.63 After decades of export to China 

through third parties, in 1983 it opened the first representative office in the Middle Kingdom, 
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and in 1993 started producing in China through the establishment of two JV based in 

Shenzhen and Wuxi. Nine years later, in 2002, it converted these JV to wholly-owned 

foreign enterprises (WOFE) and from there started to manufacture high-end die-casted 

products. In 2007 Bühler had seven subsidiaries in China and was still developing, even if 

with minor problems.  

From the organizational point of view, the company preferred the teamwork orientation, 

while the Chinese employees were tempted by a top-down Hierarchy, moreover there wasn’t 

any cross-cultural oriented system aimed at solving the said cultural-related internal 

problems. At the same time, from an HR point of view the high quantity of available staff 

was not sustainable. Bühler managers did not have time nor skills to adequately train every 

worker due to the huge amount of staff, and since the employees’ expectations of salaries, 

promotions and rewards did not reflect the reality of their capabilities, sometimes resulted 

in dissatisfaction towards the company, or even worse in high employee turnover. It was 

clear for the firm that adopting a new and improved HR strategy was the priority. For this 

reason, in 2006 the company opened a new position and hired a professional HR manager. 

His role was to execute the plan divided in three phases aimed at solving the internal HR 

problems.64 

Initially, the only focus of the HR department was to implement some degree of integration 

of the Swiss and the Chinese employees, while at the same time retaining some diversity in 

order to trigger innovation. In this phase, the focus is on the communication between two 

different cultures in order to develop Guanxi. Due to the Swiss approach of departmental 

roles, there wasn’t much communication between different department of the company, 

hindering cooperation and often resulting in the particular phenomenon known as 

“reinventing the wheel”. The idiom means to use and invest resources in order to achieve 

something that someone else already achieved and perfectioned. Of course, this practice is 

time and resource wasting, and should be always avoided. Through monthly meetings, 

managers could discuss new projects and initiative and in this way, they could be aware of 

the other departments situation and act accordingly. Moreover, through the help of third 

party moderators, Bühler was able to organize workshops with Chinese employees in order 

to find new and innovative ideas. The company was aware not only of the reticence of the 

workers in expressing their ideas directly to their superiors, but also of the usefulness their 
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opinions had. Thanks to the third party, employees were incentivized to suggest innovative 

advices. Contrary to the Fiat-Iveco case study, Bühler immediately understood the pivotal 

role played by the interpersonal relationships and horizontal communication, as well as the 

importance of the Hierarchy inside the company and solved all these problems before 

implementing a new HR strategy.  

After solving the cross-cultural related problems, the next stage of the plan consisted in 

outlining the core concepts of the new HR system and adapting them to the Chinese 

environments. The primary objectives were the achievement of an optimal recruiting 

procedure, a correct and transparent compensation system and a continuous and constant 

review of the leadership. Recruitment of employees with critical skills for the company was 

the first step towards the completion of the strategy. Even at this level it is clear the focus of 

the company of seeking excellence through the CHRM paradigm Training. The company 

hired fresh graduate Chinese students with exceptional results and immediately paired them 

with mentors and tutors from different departments in order to develop their soft skills. The 

process usually lasted two years and was divided in two main phases. During the first 12 

months, the trainees rotated in different departments and the objective was to develop a 

generic in-job knowledge of the company. Once the 12-month period ended, they were 

assigned to a particular division for one year. This intensive and focused on-the-job period 

was aimed at developing them professionally. After the end of these two years the trainees 

were officially part of the company staff. This rotatory model objective was to shape a class 

of employees able to operate not only in their department, but also different ones thanks to 

the soft skills acquired in the first period.  

Apart from the external hiring, the company also perfectioned an internal hiring system that 

had the dual objective of rewarding valuable employees and reassigning workers that were 

not fond of their position to a better suitable one in order to decrease dissatisfaction. The 

results were outstanding: not only the number of employees applying for these promotions 

was far superior to the one estimated by the HR division, but in the end the HR managers 

found more appropriate employees than the ones predicted. The Work-ethic behavior of the 

workers played a central role in this phase, and the productivity of those reassigned to the 

preferred positions increased enormously, and at the same time there was a drastic reduction 

of employees’ turnover.  

The second objective of the HR system reform was addressing the problems related to wages 

and rewards in order to achieve a fair compensation and an appealing reward system. The 
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key words in this phase were “internal equality” and “external competitiveness”65. Bühler 

had implemented a job grading system in every Chinese subsidiary in order to evaluate each 

employee’s job performance and consequently calculate their wages in a fair and transparent 

way. Moreover, each tier salary range were calculated each year. In this way, every tier basic 

compensation consisted in the same amount, while the differences depended only on their 

performance, capabilities and on-job behavior. Moreover, in 2007 the company launched a 

new compensation and reward system: the Total cash compensation (TCC).  

The difference between the standard salary system and the TCC resides in the different 

approach to the distribution of workers’ wages. Instead of applying a 12-months plus a 13th 

month fixed salary, the TCC is divided in two parts: the first one consists in 12 fixed amount 

of money the company gives to each employee per month; the second one is a one-off, 

variable amount given to the employees at the end of the year and it is calculated on the 

company achievements, as well as on departmental and individual performance. Not only 

this provided a mean for transparent calculation of each employee’s salary, but it positively 

affected the company by setting standards for benign competition between workers. Since 

the calculation of the wages was partially based on the overall performance of the company, 

employees felt compelled to participate to the common goals, and instead of competing with 

each other in order to gain the highest amount of reward, they applied their skills only for 

the sake of the Group. In this way, the distinction between the workers and the hiring 

company was nullified, and the company didn’t fall in the “us” and “them” trap. Thus, the 

communication and pro-active behavior between the departments benefited from this 

managerial choice. 

The third objective of the renewed HR model was to implement a system aimed at evaluating 

the leadership. Since the aforementioned cross-cultural and cross-departmental behavior 

were achievable only through a role-model leadership, the company decided it was in its best 

interest to monitor the conduct and behavior of the higher levels, encouraging both vertical 

and horizontal communication. It was the easiest task to achieve, since it only relied on 

periodic assessments of the managerial decisions. 

After having implemented a better HR system the company focus shifted towards Training 

and retaining the people it needed. Apart from the already discussed compensation and 

reward system, TCC, the firm implemented another unconventional reward method that 
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consisted in compensating employee’s proactive outstanding behavior through a system of 

vouchers. Once received, the employee could immediately cash his prize. On one hand, this 

method positively affected the workers’ morale and trust towards the firm, boosted the 

appreciation of the encouraged innovation and proactive thinking and acted as a tool in order 

to retain the excellence; on the other hand, provided the managers data on the choices the 

employees made in order to solve a particular problem.  

Another medium for the retention of valuable employees was investing in their Training and 

career development. The company tailored a Training program aimed at developing key 

competences and people, divided in three steps: an initial 3 years long apprenticeship for 

recently graduated Chinese students, followed by a mentor-trainee project in order to create 

a web of knowledge and skills; lastly, it instituted a yearly employee appraisal in order to 

discover, cultivate and retaining the excellences. While the apprenticeship objective is to 

give the basics in order to operate in the production units, the Training program focuses on 

developing a series of skills, both hard and soft, through the help of mentors, experts and 

even professional figures from the Bühler headquarters. The Training duration could last 

from one to several months depending on the project.  

As mentioned before, along with a basic Training program, the company focused on its 

workers career development. Employees were thoroughly reviewed each year in order to 

discover their core competences, and subsequently a specific, individual Training program 

for the worthy employees was created. Line and HR managers contributed in following the 

development of these excellences, and in this way the company could count on a pool of 

trustworthy, extremely prepared pool of human resources. Despite the theoretical basis 

behind the Training process was similar to the one implemented by Fiat-Iveco, the results 

were completely different since Bühler had stabilized beforehand the internal 

communication and the relationship between the Swiss and the Chinese employees. There 

was no backlash from a cultural and departmental point of view, since employees trusted the 

managerial tier and the company. 

Despite the previous problematics, from the analysis of the company HR reform it’s clear 

that the firm hasn’t overlooked any of the Confucian HRM parameters. The initial focus on 

building relationships and improving communication between departments was beneficial 

in every other aspect, such as employees trusting their superiors’ and the company decisions, 

the achievement of a stable harmony inside the firm and the cohesion of the Group as a 

family. The ability of the managerial tiers to maintain some degrees of hierarchical 
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leadership over the employees through periodic performance assessments and focused tasks, 

while at the same time avoiding the oppressive methods exploited by Foxconn, allowed 

Bühler to effectively benefit from employees’ innovation and idea-generation through 

constant communication with third party specialists. At the same time fair and transparent 

compensation and reward systems, along with the promise of career development aimed at 

encouraging proactive thinking, leveraged on their Work-ethic behavior, and further boosted 

workers’ trust in the company and their willingness to participate to the firm wellness. 

Lastly, an exceptionally solid Training system helped both the company and the employees 

in finding and developing core competences needed in the long-term objective. The holistic 

approach followed by the company managers was pivotal in solving the difficulties of a 

foreign company in China and thus it represents an extremely important example of 

successful CHRM implementation. At the same time, it shows how, apart from the 

importance of factors such as Guanxi and hierarchical leadership that are typical Chinese 

related practices, the model implemented by Bühler shares similarities with western HRM 

practices, such as competitive wages, fair and transparent reward system and the relevance 

of Training and career development as a tool to retain the best employees. 

4.8 IKEA 

IKEA, the Swedish home furniture retailer firm, entered the Chinese market in 1998 with 

the establishment of a franchise subsidiary based in Shanghai. Among the original objectives 

of the company, the ideas of providing a well-designed home furniture at prices so low that 

would attract anyone, along with the concept of a flat and standardized structure valid for 

every country, known as “IKEA way”, were the two core philosophies of the company. 

Especially, the singularity of the IKEA case study resides in the fact that the company did 

not alter in any major way the HRM practices when entering the Chinese market. Obviously, 

minor adjustments were made in order to optimally manage the available human resources, 

however the firm did not revolutionize nor completely adapted its core practices to the 

Chinese market.66 Despite this choice, the company is one of the most sought-after employer 

in the Chinese market and its business is flourishing. This is one of the main reasons why 

the IKEA case study was chosen to be analyzed, as it can provide useful data on the degree 

of flexibility needed for a firm in order to succeed in managing employees efficiently.  
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During the time IKEA entered the Chinese market, the first main obstacle it had to overcome 

was related to the strongly hierarchical approach the Chinese were used to, in stark contrast 

with the flat organizational structure the company wanted to maintain. In order to address 

the problematic, IKEA had to develop a hierarchical structure that could satisfy the 

managers, while at the same time still maintaining the power levels to a limited number. 

Moreover, the firm soon discovered another critical aspect that could hinder the management 

of human resources: Guanxi. Due to interpersonal relationships, many employees used to lie 

to managers or cover their co-workers’ mistakes to reciprocally save their “Faces”. This 

behavior caused problems in assessing the employees’ actual performance and needed 

particular attention. In order to solve these cross-cultural related problems IKEA hired and 

relied on Chinese managers, more capable of understanding these differences, but at the 

same time it managed to maintain the informal internal communication. IKEA did want to 

be involved with the Chinese market, but did not want to become a Chinese firm. 

Even from the initial phase of the HRM process, the recruitment, IKEA displayed a strong 

attitude towards attracting employees in line with this philosophy. It did not merely want 

technically prepared personnel, but it thoroughly examined the candidates’ core values and 

personalities to understand if they were in line with the company ones. The company motto 

“We hire right people”67 permeates the recruitment stage and it’s a reflection of the will to 

maintain its own identity. The main key capabilities IKEA paid attention to when hiring 

employees were the will to learn and to change, as well as the candidates’ predisposition 

towards commercial choices. In doing this, IKEA could create a niche of human resources 

in line with the core values of the company, and did not suffer from any personnel shortage. 

Another peculiarity that characterize the IKEA hiring process is the method applied. IKEA 

tends to prefer internal recruitment, meaning that employees are generally selected based on 

their performance, behavior and personality in order to be promoted. Since the employees 

already are part of IKEA there is no need to probe again their affinity with the company 

values or train them to have an understanding of the internal practices, and at the same time 

career development, as seen before, is an exceptional motivator. Thus, IKEA can rely on 

loyal and prepared workers in line with the company core philosophy.  

Obviously, the firm also hires new external candidates since they can be source of 

innovation. However, contrary to other firms, IKEA doesn’t openly advertise these new 

positions on newspaper or websites. The reason behind this decision is the hope to find 
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candidates so willing to work in IKEA, and by extension in line with the firm values and 

culture, that they will be well-informed on these opportunities despite the lack of 

advertisement. One of the most important challenges the firm had to face was related to the 

cultural conflict regarding the flat-hierarchical structure of the company. Since China is 

characterized by a high-power distance, candidates at first can be skeptic or confused by the 

structure adopted by the firm. The company is organized on very few levels of Hierarchy, 

and the overall impression for the Chinese workers is to be working in a deregulated 

organization. If the candidates didn’t show a predisposition towards learning and adapting 

to this environment, the company would be negatively affected. This is one of the reasons 

behind the company decision to hire only candidates who are willing to learn and change 

based on the company principles. 

During the following step, the Training of employees, the firm teaches workers not only 

practical aspects of the job, but also the company values and hopes, the methods that have 

to be applied to achieve these objectives and so on. Employees are usually paired with a 

mentor, often a co-worker, that helps them understand and apply correct behavior during the 

Training sessions. Since the ideal hierarchical structure for IKEA is a flat one, trainers act 

as “missionaries”. The concepts are not just taught, but are shown, interpreted, discussed in 

order to let trainees internalize them. According to Johan Nestor, IKEA Personal 

Communicator:  

“If the values are delivered to managers by forcing, the company will operate slowly. 

However, if managers are allowed to do things in their way, according to the business 

vision and idea, then it will be more effective.”68 

-Johan Nestor, Personal Communication 

Mentors receive constant feedback from the trainees based on their perception of the values. 

The company itself encourages this informal exchange of opinions, since it could be a source 

of innovation and could give birth to new methods. At the same time, however, Training is 

a tool to understand if and how the trainees show affinity with the company vision, and 

represents a tool for managers to evaluate each individual. Another objective of the Training 

program is to develop a Group culture with shared values, based on reciprocal respect and 

trust. Since the hiring process provided the company with individuals more prone to accept 

these new values and, at the same time, the employees do not perceive these values as 
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intrusive or imposed they usually tend to internalize these values fast, giving birth to a 

compact pool of human resources loyal to the corporate culture of the firm. In addition, the 

company also provides its employees a cross-cultural oriented Training involving either a 

manager flying to China in order to meet the trainees or send them to Europe in order to gain 

new abilities.69 

Another focus of the Training is to develop interpersonal relationship through 

communication. Thanks to the constant informal exchange of information and feedback, 

Guanxi is exploited and employees feel more at ease in discussing problems with their 

superiors. In addition, this exploitation of Guanxi has helped in overcoming obstacles 

deriving from the absence of an internal Hierarchy, concept almost unknown to the Chinese 

employees. Through activities and events, workers can build their relationship with their 

managers and lower the tension between them. 

Hiring and Training are the main focus of the system implemented by IKEA. In fact, despite 

the firm has developed some plans for the compensation and reward system, they are not as 

articulate as the previous two phases. The reason behind this choice is the fact that the 

company values more hiring the right people and motivating and inspiring them through the 

teaching of new skills, rather than through a monetary compensation.  

However, there are guidelines in order to motivate people through fair and transparent salary 

and reward. Firstly, the compensation system and the policy that regulates it must be 

undisclosed to let every employee understand what is improvable in their performance. 

Moreover, the managerial tier need more information as possible in order to fairly calculate 

the salary. IKEA has also contributed to the social insurance, with payments regarding 

housing, medical assistance and pensions, based on the Chinese legal system.70 Lastly, an 

annual salary review system was implemented in order to adjust the wages depending on the 

market. Despite the commitment of the managers and the firm to make the compensation 

system as transparent and fair as possible, wages are still slightly lower than the 

competitor’s. On one hand, the implemented Training and reward systems are still enough 

to motivate and retain core employees; however, on the other hand, given the financial 

sensibility of Chinese employees, this could create problems in the near future. For these 
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reason, manager should focus on refining the compensation process and align the wages to 

the market directives. 

Regarding the reward system implemented by the firm, two are the main tools exploited for 

the retention and motivation of employees. The first one is the aforementioned fast-paced 

promotion system. The firm prefers to hire internally because it’s easier and more convenient 

to exploit the resources it already has, rather than hire new employees from the market. 

Career development also represents an exceptional way for retaining and motivating valid 

employees, and partially fills the gap created by the lack of a truly competitive compensation 

system.  

The second main tool the firm has implemented is the institution of the “Star co-worker” 

position in order to identify more productive and efficient employees. Apart for the retentive 

aim the reward has, another is the reason of this position. IKEA knew that the concept of 

“Face” is extremely important for Chinese workers, who tend to enjoy power and authority. 

At the same time, however, the nearly-flat Hierarchy of the organization could not leverage 

on this factor in order to satisfy and motivate the employees. The “Star co-worker” position 

aimed at gratifying the employees’ crave for power while at the same time leaving the 

structure unchanged. Although the employees surely had a few returns in terms of authority, 

this authority was limited and did not hinder the communication between co-workers.  

Thanks also to the implemented HRM system, the company could enjoy a fairly constant 

expansion in the Chinese market without major problematics. For example, in December 

2016 the company stated that the profits had increased by 20% in comparison with the 

previous year, indicating that the firm had made the correct managerial choices.  

Despite the semi-immovable organizational and HRM structure the company maintained, 

the IKEA Way provided the means to develop successfully the company. Apart from the 

obvious shared values it had with Chinese culture, such as the importance of a cohesive 

Group and the employees’ Training, IKEA was able to understand the limits of the said 

strategy and counterbalance them with minor changes. The initial focus on Guanxi provided 

the company with the means to contrast inadequate behaviors such as hiding information or 

mistakes, while at the same time the firm could exploit this CHRM aspect to improve 

communication. In a similar way, Hierarchy was a major criticality in dealing with Chinese 

employees, since the firm promoted a flat-structure organization. However, the company 

proved to understand the Chinese employees’ needs and could develop a well-tailored 

reward system to motivate and retain them.  
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Finally, the company’s commitment in hiring only the candidates in line with its core values, 

proved to be a successful decision. Without a flexible pool of human resources able to change 

and source of innovation, the company wouldn’t have achieved any objective despite the 

minor adjustments to the HR practices, and the results could have been those of the Fiat-

Iveco case study. 

4.9 Edward Keller (Shanghai) Ltd. 

The DKSH Group is a holding company based in Zurich, Switzerland, formed by Diethelm, 

Edward Keller and Sieber Hegner71, and works as a market expansion services provider for 

other companies and supplying them with data necessary in order to expand their business 

in new or already existing markets, through the analysis of market shares, revenues 

opportunities and risks of the said specific market72. In 2005, Edward Keller established the 

subsidiary known as Edward Keller (Shanghai) Ltd. based in Shanghai, China, operating as 

provider of sourcing, logistic, marketing and distribution services.73  

With the recent increase of small and medium enterprises interested in expanding and 

outsourcing their business in the Middle Kingdom, the demand for the services provided by 

Edward Keller has incremented vertiginously. Since these SMEs didn’t have any market 

knowledge, they relied on these services in order to boost their profits. Since the client’s 

number was increasing so rapidly, Edward Keller Ltd. had to revise his HR management in 

order to find, hire, train and retain the best employees. Moreover, the DKSH Group policy 

was to provide the best service starting from the local level, and thus Edward Keller HR 

department had to implement an optimal system for the Chinese territory.  

The first difficulties the company had to overcome were related to the Chinese market 

inherent shortage of competent human resources managers. Moreover, at the time the firm 

was in open competition with multinationals operating in China in the same sector. These 

multinationals had the same need for capable HR managers, and could rely on deeper 

knowledge of the market, a stronger brand name and greater amount of resources in order to 

attract excellence. In order to avoid direct confrontation with these colossi, Edward Keller 

Ltd. opted to target only a specific alcove of managers that shared the same core 

competencies needed by the company. 
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Among the parameters chosen in selecting the managerial staff, the candidates’ personality 

traits and their pool of soft skills were the two of the three main basic characteristics taken 

in consideration in order to build a strong and long-lasting working relationship between the 

employees, the firm and the company’s clients. The third parameter consisted in their 

technical preparation in order to provide the clients the best service and fulfill their requests. 

Through these paradigms, the firm could not only count on a pool of manager extremely 

knowledgeable in the needed fields, but also on a flexible and innovative staff able to solve 

problems in various ways.  

At the same time, these problem-solving oriented, entrepreneurial employees, eager to 

advance in their career who felt constrained by the more rigid structure of multinational 

companies could find a welcoming terrain inside Edward Keller, that instead promised 

individual development and some degree of independence in managing the tasks. 

After hiring the future managers needed, the company planned a strategy aimed at retaining 

them. Similar to the same issues covered before, Edward Keller also relied on a well-built 

Training system and career development to achieve excellence retention.  

“If you want to win the biggest prize, you have to have the best people on your team and 

invest in their development”74 

- Andreas Moelich, Executive Vice President Head of 

Human Resources DKSH Holding Ltd., Switzerland 

Through the help of senior managers mentoring middle managers in the DKSH Management 

Coaching Program, issued by the DKSH Fantree Academy, the company was able to 

contribute to the formation of exceptionally prepared new managerial tier (Figure 9). 

Their technical skills, along with their innate high potential could provide the firm with 

capable and problem-solving oriented managers able to interact with the clients in the best 

way possible. At the same time, these new managers could unleash their creativity and 

hidden potential in dealing with the customer’s needs, and thus felt extremely grateful to the 

firm for these opportunities. 
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Figure 9. Fantree Academy Program 

Source. www.dksh.com 

 

As stated before, along with a technical knowledge, the firm craved for new useful soft skills. 

For this reason, courses aimed at developing individuals’ abilities, as well as foreign 

language lessons needed to interact with different clients were instituted. The company also 

provided its employees with in depth product-specific knowledge, and introduced a new 

series of internship programs for MBA students in order to proactively identify valuable 

future managers. During the whole Training program, the company ensured to match the 

courses with each employee’s interests and expectations, and rewarded achievements in 

order to maintain their morale and satisfaction as high as possible. 

Another tool for the retention of core personnel implemented by the company was the high 

degree of freedom given to its employees even at the basic level. This approach represents a 

singularity in managing human resources in China: various other companies had to rely on 

a degree of Hierarchy in order to maintain the workers’ focus on the tasks, while in Edward 

Keller case freedom of choice in dealing with problems and their solution was instead 

preferred over the setup of a hierarchical leadership. Each employee managed his tasks as if 

he were running his own company, and was encouraged to achieve better results over the 

time. Obviously, the employees in question were already psychologically prepared to this 

scenario, since they all were ambitious workers who preferred to adopt the problem-solving 

attitude. If the same model had been applied in another context, it probably would have 

failed.  
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The third and last method exploited by the company to retain personnel was a competitive 

and meritocratic salary and reward system. Edward Kellen had to develop a fair and 

transparent compensation system in order to compete with multinationals in Chinese 

territory, and at the same time reckoned the best way to calculate benefits and rewards was 

based on the achievements of the individual. The result-oriented approach stimulated the 

workers to manage their clients in an optimal way, as well as encouraging them to remain in 

the company. 

The analysis of this case study has confirmed some previously demonstrated hypothesis, 

while at the same time confuting others. First and foremost, Training employees is a 

fundamental factor in obtaining a pool of valuable key employees, at the same time serving 

as an exceptional way in order to stimulate and retain workers. Wages and rewards must be 

in line with the competition, and should be result-oriented to leverage on the worker’s Work-

ethic behavior. Where Edward Keller’s strategy differs is in the management of his 

employees: instead of opting for a more or less stable hierarchical Control, the company 

decided it was in its best interest to let its employees operate in a free environment. In a 

completely opposite way than the Iveco case study, where employees felt overwhelmed by 

this freedom of choice, the swiss company managed to rely on technically prepared and 

problem solving oriented personnel. It should be noted, however, that the workers’ 

personality assessment conducted during the hiring process was one of the key elements in 

order to identify employees able to work on their own; moreover, one of the Training 

program objectives was actually providing the tools for the employee in order to work on 

his own. 

The skilled, flexible, innovative pool of human resources was, and still is, the strength of 

Edward Keller Ldt. This, along with a pragmatic and cross-cultural approach adopted 

towards hiring, Training, compensation system, and retention tools, allowed the company to 

succeed in the Chinese market despite the heavy competition. 

4.10 Ericsson 

Ericsson has operated in China for almost a century as a provider of telecommunication 

devices before establishing the Chinese branch in Beijing known as Ericsson (China) 

Company Ltd. in 1994. Since then, the company experienced an exponential growth in 

employees’ number in the Chinese subsidiary: in 2003 the firm counted 4.500 workers75; in 
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2016, thirteen years later, the available pool of laborers had increased to nearly 11.000.76 

Ericsson has become one of the major suppliers of telecommunication products and services 

in China and has an exceptional reputation as an employer and overall as a company. 

The case study will regard the HR challenges the company had to overcome in 2003, when 

the HR practices were in a transitional phase, in order to understand how the company could 

achieve the status of “favorite employer”. 

The “People and Culture” project, the name the firm adopted instead of HR, focused mainly 

on the internal communication of the firm, promoting idea exchange between people of the 

same or different cultures. The main objective of the firm was to implement the best HR 

practices in an open environment. In defining the HR strategy, despite the initial intention to 

standardize the practices mainly following the guidelines already implemented in the 

Ericsson Swedish HQ, the firm had to develop some degrees of flexibility in order to appeal 

more to potential employees. Factors such as career development, compensation and benefits 

were among the most sought characteristics by the workers, and as such the firm revised its 

HR practices to attract and retain the most valuable employees. Moreover, starting from the 

first half of 2000s, the firm was committed in hiring as many local managers as possible, 

since they had a better understanding of Chinese employees’ behavior, and at the same time 

could contribute to the creation of a diversified web of knowledge useful for the parent 

company. 

During the recruitment phase, Ericsson stressed the importance of knowledge and 

competence as a mean to succeed. Candidates were chosen based not only on their technical 

skills and capabilities, but also on their communicational abilities and their knowledge of 

business, while at the same time assessing whether their personalities were in line with the 

company. The firm’s managers constantly dealt with the resource management, meaning 

that they had to plan the assignment of employees needed to the correct position in the most 

appropriate time. Apart from assessing the skills of the candidates, the managers also focused 

on the compatibility of said candidates with the position requirements, while at the same 

time tried to preventively determine their development potential. The will to internalize the 

company’s values and the commitment in participating to the company success were highly 

valued by the HR managers during the hiring process, similarly to the IKEA case study.  
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After the candidates were chosen to be hired, the managers had to closely follow their 

introduction to the working place. Ericsson (China) managerial tier firmly believed that 

without a proper introduction to the tasks and values of the company, a highly motivated 

employee could immediately turn into a low-committed one. For this reason, strategy and 

guidelines were defined in order to efficiently introduce the new employees to the company. 

Moreover, some of them were chosen to participate to a second meeting where they could 

give suggestions and reviews on the introduction process. This complex and long process on 

one hand lowered the number of employees hired by the company to the minimum, but on 

the other hand provided the company with a pool of laborers fully compatible with the job 

position both from a technical level and affinity with the values of the company. The 

pragmatism of the company, despite the similarities with the IKEA procedures in hiring new 

employees suggesting some cultural connection, was in reality more pronounced than the 

home furniture providing company. This led to a minimal employee turnover rate, and 

Ericsson could rely on a loyal and technically prepared pool of human resources. 

Since the number of employees was limited by their compatibility with the task and the 

company requirements, resource and succession planning were extremely important during 

the hiring phase. Through a careful review of each worker capabilities, the firm aimed at 

assigning the correct employee to the correct position in order to maximize their 

productivity. Moreover, even from these initial phases, the company tried to assess the 

possibility for an employee to cover a managerial position. 

The focus of the company on employees’ knowledge and skills is once again underlined 

during the Training process. Before 2003 Ericsson relied on a private institution, the 

Ericsson University, in order to train its future employees. Despite the closure of the institute, 

the company internalized this Training process and implemented a system of seminaries and 

Training programs, as well as day-to-day tasks and projects. On one hand, the Training 

provided by the company improved the skills of the employees, boosting productivity; on 

the other hand, the promise of career development worked as a tool for retention and 

attraction of valuable workers.   

The first step of the Training system implemented by Ericsson focused on an annual 

individual Planning and Development discussion (PD talk). Each employee was given the 

chance to meet their immediate superior and talk about the former’s opportunities, while 

providing every worker with a feedback on their performance. Communication was essential 

in maintaining the high level of productivity and in developing the human resources 
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assignment and development. During the talk, employees were questioned on their hopes, 

ambitions and were gives some advices on the Training required in order to achieve their 

goals. In this way, Ericsson managers could efficiently distribute each employee to the 

correct Training program and subsequently job position. Once the employee’s vocation was 

assessed, the Training program started.  

The actual Training was composed of two main parts. The first one was the Professional 

Training and focused more on soft skills such as sales abilities, as well as communicative 

and cooperative skills. Moreover, a few individuals who showed affinity with the managerial 

job were given the possibility to participate to MBA courses and managerial skills Training 

in order to develop and be a part of the future tier of Ericsson managers.  

The second part of the Training program focused more on technical skills development, 

instead. The courses focused on pre-sale and post-sale Training, such as effective 

communication of product features and benefits to the client, and providing assistance and 

services to the costumer. 

The Training courses could be provided in two different locations. On the local level, the 

institution of the Training center known as “China Academy” in Beijing helped enormously 

the firm in shaping its employees, providing them high-end and innovation focused Training 

programs in order to increase their value to the company. In addition, the workers were given 

the opportunity to train overseas, which included attending Training and MBA courses and 

developing an international mindset. 

One of the peculiarities that differentiate Ericsson implemented Training system with other 

companies’ one was the lack of courses focused on cross-cultural management. Although 

the firm initially invested enormously in courses aimed at developing the managers’ cross-

cultural attitude, in 2003 Ericsson already had no more need for this Training since it had 

developed a strong corporate culture designed for strengthening the cohesion of the Group. 

Even though the firm was inclusive of employees from different culture, they perceived the 

company as a whole organization and as the Group to which they belonged. Currently, the 

company strong corporate culture is still one of the peculiarities and strengths of the firm.77 

Another important decision the company made in order to regulate these Training sessions 

was the inclusion of a tutor whose main objectives were to guide the trainees in the 

completion of the assigned tasks, while strictly controlling their achievements and evaluate 

                                                           
77 Ericsson Website, 2017 
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them. The decision of the firm probably signifies a profound knowledge of Chinese behavior 

and CHRM practices, since some degrees of Hierarchy and leadership are needed in order 

to achieve the hoped results during Training. Many Ericsson managers stated that without a 

guiding hand, Chinese employees felt overwhelmed by the freedom of choice and could not 

complete the tasks.  

Evaluation of the employees’ performance, also known as Performance Management was 

another key step in managing human resources at Ericsson. Managers needed to constantly 

monitor each employee’s behavior and performance in order to evaluate and reward, or 

reprimand, the workers. The abidance to the corporate culture was one of the variables taken 

in consideration when assessing the achievements of the employee, and along with the 

workers’ accomplishments, served as the basis for managers in order to calculate the reward. 

The Performance Management worked on two different levels: on the departmental level, 

the firm assessed the performance and achievement of a department, line managers included, 

in order to understand whether the choices made and the cooperation between employees 

were satisfying; on the individual level, the company monitored each employee achievement 

and behavior, and through the PD talk managers were able to efficiently assign a reward 

based on the employee’s preferences and aspirations. In this way, the company managed to 

assign valuable employees to best fitted positions. 

It’s clear that this dual approach towards the assessment of the performance had three main 

objectives. The first was to efficiently evaluate, reward, and promote core employees while 

at the same time stimulating their Work-ethic approach. Individual performance management 

acted as a driver for workers in order to perform better, leveraging on their result-oriented 

behavior. At the same time, evaluating the whole department results helped strengthening 

the cooperation between coworkers and avoiding unnecessary internal harsh competition 

that could limit communication. Thus, the Group was motivated to collaborate to achieve a 

common goal and obtain the reward. The last main purpose of this constant evaluation 

regarded the availability of measurable data both for managers and workers. Through the 

analysis of these data, the former could correctly evaluate the performance, calculate the 

compensations and rewards, and assess each employee’s true vocation, while the latter could 

rely on the information provided to have a complete report on their mistakes and 

achievements, and act accordingly to cover their lacks and weaknesses, while at the same 

time valorizing their strengths. 
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Regarding the compensation system, the company decided to calculate the employees’ 

wages based on the local market guidelines, rather than based on the job position and 

functional level. The objective of the company was to maintain their compensation system 

competitive and fair both for the workers and the company. Ericsson did not want to be the 

market leader regarding the compensation system, preserving the wages on an average level. 

In order to efficiently calculate each employee’s compensation, the company needed experts 

with wide knowledge of the labor market. The firm already had developed a Corporate 

Compensation and Benefit Group with the aim of assisting the firm in decision regarding 

wages and rewards. At the same time, however, it needed some degree of local readjustment 

of the compensation policies, based on their knowledge of the market. For example, Ericsson 

discovered that, due to governmental limitations, they could not implement some forms of 

compensation and reward in China, such as compensating employees with the company 

stock options, and needed to revise the directives coming from the Ericsson HQ. Since the 

company did not rely on the compensation system as a form of employees’ retention method, 

it had to implement various degrees of benefits and rewards in order to compensate. The 

possibility of a fast-paced career development, along with sport allowances, insurances 

regarding medical needs and accidents, housing benefits, as well as transportation services 

were all tools for the company aimed at retaining the best employees. 

The Ericsson case study shows a few similarities with both IKEA and Edward Keller case 

studies. All the aforementioned firms opted to rely on a niche of workers in line with the 

respective company requirements and values. In this way, the three companies could 

minimize the threat related to the scarcity of HR in the Chinese market, while at the same 

time hiring the best fit. Personality tests and affinity with the company values were also key 

elements in both IKEA and Edward Keller HR practices. Moreover, Ericsson was extremely 

sensible towards its employees’ level of knowledge and skills, similarly to Edward Keller, 

and included various Training programs aimed at increasing the employees’ capabilities and 

the cohesion of the Group, with similarities with the Training system implemented by both 

IKEA and Keller. At the same time, however, Ericsson case shows some differences with 

the previous cases. An example is the absolute pragmatism that characterized all the HRM 

process. Resource Planning and Development were fundamental steps for the firm, that 

wanted the best employee in the best position at the best time possible, while the strict and 

thorough Performance Management is something that IKEA could never achieve. Another 

difference between Ericsson and Edward Keller is the former’s lack of a cross-cultural 

Training program. Because of the already established strong corporate culture that enforced 
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the concept of the company as a Group, Ericsson had no need to invest in developing its 

employees cross-cultural attitude.  

Regarding the approach the company decided to take towards the implementation of the 

CHRM, Ericsson concentrated its efforts in developing the workers’ Work-ethic behavior, 

exploiting their knowledge in an open environment. Knowledge, as explained before, was 

the core component required by the company. Technical preparation, market and soft skills 

were the most sought-after characteristics, and the Training sessions implemented by the 

firm were aimed at developing them even further. In addition, Ericsson focused on 

stimulating its employees’ Work-ethic behavior through the implementation of these 

Training programs, along with fast-paced career development and fair and transparent 

reward system, similarly to the other successful companies. Despite wages were still low 

compared with its competitors’, the benefits provided by the company were conspicuous 

enough to act as a powerful retention tool. The working environment was characterized by 

low degrees of Hierarchy and Control, despite not being as open as IKEA’s, and allowed 

the employees to fully express themselves. At the same time, trough the Development and 

Planning talks managers could understand each individual’s true vocation and properly 

assign them to the best fitting position. For these reasons, employees were fond of the 

company, as shown by the extremely low employees’ turnover rate, and the firm could rely 

on a loyal, skilled and cohesive pool of human resources.  
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5. Conclusions 

The analysis of the case studies provided helpful data regarding the implementation, and 

respective implications of various CHRM paradigms. As anticipated before, the holistic 

nature of the CHRM system does not allow to simply analyze each paradigm separately 

without taking in consideration other influences. For this reason, interactions between the 

aspects will be included in examining the paradigms results. 

Harmony at work 

Harmony at work, as thoroughly explained in the Foxconn and Gucci case studies, represents 

a criticality in managing human resources. The uneven, paternalistic view of the company 

has in fact determined the rupture of understanding between the managers and the workers. 

Often the differences are even sharper because of too much focus on Hierarchy and 

Leadership, further alienating the employees from the company. In Foxconn case, the low 

morale deriving from the combination of these three factors caused some of the employees 

to commit suicide, while others opted for sabotaging the production process. Contrarily, in 

Gucci’s case Harmony at work restrained employees from excessively complain about the 

managerial practices; on the other hand, it increased enormously their dissatisfaction towards 

the firm managerial tier. However, in both cases the extreme focus on maintaining the 

supervisor-subordinate relationship limited enormously employees-derived innovation, 

while increasing resentment among the co-workers, heavily impacting on the employees’ 

Work-ethic behavior, and by extension increasing the employees turnover rate. Moreover, 

recent findings demonstrated that employees are becoming less inclined towards respecting 

fully these practices, and even if some degree of unconditional respect is still seen as needed 

by some managers, the common trend seems to be that supervisors and their subordinates 

should work on nearly the same level. Companies such as IKEA and Ericsson successfully 

managed to overcome the limits imposed by the paternalistic view of managers, actively 

promoting a system that valorizes subordinates’ opinions and ideas, while at the same time 

still retaining some degrees of employees’ respect towards their managers. Similarly, Bühler 

included a reciprocal evaluation questionnaire for employees and their supervisors to avoid 

dissatisfaction among the laborers, at the same time providing an exceptional tool for the 

evaluation of both managers and line employees.  

Vertical Linkages and Leadership 

Vertical linkages and Leadership will be discussed simultaneously, because of their 

similarities and the tendency to be applied at the same time. “Vertical linkages”, or 

Hierarchy, plays a major role in determining success or failure in managing human resources 
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in China. Its usefulness in schematizing the order of power and directing the operations is 

indisputable, and without some extent of vertical structure it will be difficult to efficiently 

carry out the tasks. The Fiat-Iveco case study provides a clear example of the hierarchical 

Control importance. During the overseas Training program in Italy, Chinese employees felt 

stranded in an environment that wasn’t regulated by any supervisor, and instead of learning 

new techniques and developing their skills, they ended wasting time. At the same time, 

however, the data provided by the study of Edward Keller, IKEA and Ericsson cases seem 

to suggest that these practices are avoidable through a complete personality check of the 

candidates. In fact, problem-solving oriented employees in line with the core values of the 

company were able to complete the assigned tasks without any directive from their 

supervisors. Obviously, this method only applies to those firms whose main operations allow 

a certain degree of freedom, and thus do not fit more routine-based tasks. 

In addition, from the information gathered in the IKEA and Ericsson case study it is evinced 

that, despite the firms’ initial hope to develop a flat type of organization, they had to slightly 

adapt and implement a proto-hierarchical structure, even if with a limited number of levels. 

In a completely opposite way, too much focus on the Hierarchy and Leadership of the 

company do not only diminish the ability of the employees to take decisions autonomously 

increasing overdependence, as theorized in the premises of this thesis, but it also creates 

internal conflict hindering the cohesion of the Group. In the worst-case scenario, as shown 

in Foxconn and Gucci examples, employees can resort to extreme actions such as sabotaging 

the company or hurt themselves. For these reasons, companies should maintain some degrees 

of Hierarchical Control, but at the same time should pay attention to its sustainability. 

Training and Work-ethic 

Training and Work-ethic definitely are the most innocuous paradigms. Moreover, the case 

studies demonstrate that Training results are usually reflected on the employees’ Work-ethic 

behavior and for this reason will be analyzed together. Training works in most cases as an 

optimal retention tool, and is valued as the best way in order to obtain highly-skilled, highly-

motivated employees willing to increase the value of the company. The only negative 

example regarding the implementation of Training is provided by the Fiat-Iveco case. 

However, as explained above, the problematics were mainly related to the lack of a mentor 

able to thoroughly follow the trainees.  

Similarly, Work-ethic is still one of the main paradigm the companies rely on when dealing 

with employees. The majority of the companies included in the case studies demonstrated 
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an exceptional talent in motivating their employees in order to achieve greater goals. The 

only cases of complete failure are represented by the Foxconn and Gucci Case studies, were 

an abnormal number of working hours, an unfair compensation system and limited interest 

of the company in the employees’ development heavily harmed their attachment to the firms, 

and by extension their Work-ethic attitude. Another discovery transpired from the case 

studies analysis is related to the best reward method to enhance and stimulate the employees’ 

Work-ethic behavior. Contrarily from the initial assumptions, monetary reward did not 

provide the means to retain valuable employees; at the same time, fast career development, 

benefits and other sources of reward were instead preferred by the majority of the employees 

included in the case studies. In conclusion, the implications of a well-built Training system 

able to tap into the employees’ Work-ethic behavior are generally positive and, although they 

may be paired efficiently with other CHRM paradigms, do not represent a threat to the 

normal course of business. 

Group 

Maintaining the cohesion of the Group is essential for firms that want to succeed in China. 

As explained in various case studies, an internal fracture can not only limit the relationship 

and communication between different departments, but also create resentment among co-

workers. The distinction between “us” and “them” is what prompted the Foxconn employees 

to sabotage the normal course of business. Gucci, Foxconn, Fiat-Iveco and Huawei all 

suffered heavy losses from the internal rupture, since the employees mistrust towards the 

firm and the managerial department impacted on the workers Work-ethic behavior and their 

respect of their supervisors.  

On the contrary, an exceptional feat was accomplished by Michelin. Bertrand Ballarin could 

exploit the Group factor to boost productivity. The efficient compensation and reward 

systems implemented by him could leverage on the individualistic need of personal 

achievement, while at the same time remunerating the team efforts. Another example is the 

approach IKEA and Ericsson had towards the company. In these two firm, the concept of 

the company as a big family, where employees could almost freely express their opinions 

resulted in the first being valued as an exceptional and humane company, and in the second 

being nominated “best employer” in 2003. This not only acted as a powerful human 

resources attraction and retention tool, but also enhanced the trust among co-workers 

improving considerably the working place environment. Despite the initial assumptions of 

the increase of individualistic behavior in the Chinese society, the collectivistic view of the 
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company still is the best way to enhance internal communication and improving the 

productivity of the Chinese workers. 

Guanxi 

After analyzing the case studies, it is demonstrated that the last CHRM paradigm, Guanxi, 

is as pervasive and dangerous as theorized, if not properly handled. Numerous are the cases 

of Guanxi as a societal unguent, as it permeates every level of the HR process in various 

firms. The majority of managers exploited their interpersonal relationships to protect their 

own “Face”, at the same time blaming their subordinates for their own failures. In a milder 

manner, employees at Iveco were rewarded and compensated based on their level of Guanxi 

with the managerial tier, spurring disputes on the fairness of these practices. This resulted in 

the workers’ lack of faith towards the firm, lowering their morale and overall productivity 

and attachment to the firm. It also impacted heavily on the solidarity of the Group, creating 

a rift between different internal levels. In Grand Hyatt Hotel case, too much focus on Guanxi 

resulted in a nepotistic view of the human resources management, where employees were 

promoted or hired because of their relationship with people in a position of prominence. One 

last example of the risk related to the improper use of Guanxi is the choice taken by the 

Huawei management regarding the possibility for long serving-employees to buy the 

company stock options as a form of reward. On one hand, this phenomenon stirred the unity 

of the Group, since newly hired employees perceived this possibility as an unfair privilege, 

and refused to cooperate with long-serving employees; on the other hand, since the financial 

returns of the options were far greater than the ones provided by the wages, workers’ 

productivity fell drastically and the company could not leverage on their Work-ethic 

behavior anymore. However, the analysis of the case studies also demonstrated that the 

presence of Guanxi in dealing with HR management is also a necessity. Almost every 

company that successfully managed to implement the CHRM in an efficient way. Among 

these, Michelin with its company-oriented Guanxi exploited interpersonal relationship in 

order to strengthen communication and the unity of the Group, as well as overcome problems 

related to overdependence on leaders in dealing with customers. For these reasons, Guanxi 

related implications are very volatile and flexible, and thus a successful company should not 

underestimate them when dealing with human resources in China. 
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The thesis demonstrated that not only the CHRM represent an opportunity for companies to 

develop, but it could also give birth to internal paradoxes, determining a company’s failure. 

At the same time, despite it has been extremely difficult to delineate a common procedure 

for the implementation of the “Confucian HRM” paradigms, the analysis of the case studies 

has provided the means to understand how they interact with each other and how to avoid 

common problematics that could bring harm to a firm. For these reasons, both foreign and 

Chinese HR practitioners should bear in mind the results of this study to overcome future 

complications when applying the CHRM model in China. 
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