Cultural Diversity within Transnational Corporations in China
Abstract:

This paper focuses on key cultural diversity issues that transnational corporations (TNCs) face when formulating and implementing Human Resource (HR) policies and practices in their Chinese affiliates. The aim of this study is to explore contemporary Chinese cultural values and the extent to how the cultural values exert influence on these HR policies and practices. These aims are addressed through an exploratory research design using in-depth qualitative interviews with sixty-six participants across twenty-one Western wholly-owned TNCs in China. The authors find that there are three national cultural values with Chinese characteristics which can affect HR policies and practices within TNCs in China; these are: guan-xi, valuing seniority, and the importance of the ‘human factor’. This study indicates that Chinese cultural values are far more sophisticated than the ones being conceptualised in previous literature, as these three cultural values appear to be interlinked and be embedded within the Chinese collectivism culture. More importantly, the study shows that these deeply embedded cultural values can not be easily ‘ironed-out’ by organisational culture and global HR policies and practices of TNCs. 
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1. Introduction

In the global market arena, the challenges for transnational corporations1 (TNCs) are multifaceted, and so is the function of their Human Resource Management (HRM). Clark and Pugh (1998) contended that the HRM concept which has been rooted in Anglo-American culture has not been evenly accepted and implemented in European countries. Their study indicated that a certain amount of local interpretation and modification of HR policies and practices would be needed when transferring them from one country to another. Tayeb (2003) also argued that there are likely to be differences in how HR policies and practices are implemented by TNCs in host countries as compared with their home countries’ settings. Meanwhile, in Asia, with an increasing number of TNCs managing operations, different HR policies and practices are introduced (Rowley et al., 2004; Zhu et al., 2007). This study focuses on HR policies and practices within TNCs in the Chinese context. 

The study of TNCs’ HRM in China has attracted wide attention by academic researchers around the world (e.g. Child, 1994; Lu and Bjorkman, 1997; Goodall and Warner, 1998; Bjorkman and Lu, 1999; Weldon and Vanhonacker, 1999; Bjorkman and Fan, 2002; Braun and Warner, 2002a; Gamble, 2003, 2006; Cooke, 2004, 2005; Zhu et al., 2005, 2008; Warner, 2008; Gamble and Huang, 2009; Warner, 2009; Zou and Lansbury, 2009). Numerous TNCs have been trying to work out their current and future HRM strategies regarding their operations in China. Cooke (2004) emphasised that TNCs in China operate in a very complex environment and that a more nuanced approach is required in order to gain a more measured understanding of their adoption on HR policies and practices. Moreover, questions regarding HRM within TNCs in China, such as, how successfully parent enterprises of TNCs transfer their global HR policies and practices to their Chinese affiliates (Warner et al., 2005), and how local Chinese employees perceive these policies and practices (Cooke, 2005), are addressed by scholars.

As Tayeb (2003) contended, instead of investigating what kind of HR policies and practices are adopted in TNCs, the applicability of these policies and practices need to be examined in a broader international and socio-cultural context. The existing literature on transferring HR policies and practices from TNCs’ parent enterprises to their Chinese affiliates supports the assumption of cross-cultural differences in IHRM. 
It is worth noting that most previous findings of IHRM and Cross-cultural Management were based on the perceptions and views of senior HR managers’ and/or management members, which has been the case with the majority of research regarding HRM within TNCs in China. Although Cooke’s (2004) study engaged some Chinese local government officials and non-managerial staff, the voices of non-managerial employees in the HRM academic field are in majority absent.

The research of Gamble (2006) and Gamble and Huang (2009) are exceptional. Adopting both quantitative and qualitative approaches, Gamble and his colleagues’ research samples included employees of all levels of the hierarchy in a wholly-owned British TNC in China. For example, Gamble and Huang (2009) examine Chinese employees’ perceptions on hierarchy, employee consultation, job security, etc. They touch on the impact of Chinese hierarchical culture on organisational hierarchy in the participating company. However, hierarchical or the high power distance is only one of the elements of Chinese cultural values. The understanding and explanation of the impact of Chinese cultural values on HR policies and practices with TNCs in China is still rudimentary and scanty.  

In an attempt to address the aforementioned gaps in the HRM field, the purpose of this paper is to focus on cultural diversity within TNCs in China by empirically investigating the perceptions and views of employees of all hierarchical levels on HR policies and practices within these companies. In this manner, contemporary Chinese cultural values, and the extent to how the cultural values exert influence on these HR policies and practices, are to be explored. The key aim of the study is to explore whether national cultures become more divergent or convergent under globalisation. Due to Chinese employees’ cultural values, the implementation of these policies and practices could be different from what the parent enterprises developed, and this was investigated in this research. 
In the next section, the theoretical framework underpinning IHRM and Cross-cultural Management and a review of the Chinese context and cultural values, are presented and discussed. The research method is then outlined before presenting the data. Following this, a discussion of the findings and implications for theory, practice and future research are highlighted. 

2. HRM within TNCs in China

2.1 IHRM and cross-cultural management 

The developing field of IHRM has attempted to provide theoretical models to describe the nature of the relationship between HR policies and practices and business orientations of global companies (e.g. Schuler et al., 1993; Cieri and Dowling, 1999; Schuler and Tarique, 2007; Dowling et al., 2008). More organisational complexity is added when moving towards Strategic Management, which includes IHRM and adds the challenges of external and internal factors which could exert influence on HR policies and practices around companies’ operations (Schuler and Jackson, 1999; Storey, 2007). The external factors encompass host country’s cultural and legal environments (Schuler et al. 1993, 2002; Adler 2001), industry characteristics (Schuler et al., 1993, 2002; Cieri and Dowling, 1999) and inter-organisational networks (Cieri and Dowling, 1999). The internal factors encompass organisational structure and strategies, parent enterprises’ international orientations, and company international life cycle and experience (Schuler et al., 1993, 2002; Taylor et al., 1996; Alder, 2001). 

The national cultural factor which Schuler et al. (1993) and other scholars discussed in the IHRM framework has become more globalised and complex in the international business environment. When TNCs establish affiliates abroad, a question of cross-cultural transfer of HR policies and practices is raised. Tayeb (2000) emphasised that the extent to which HRM can be considered strategic or global depends to a great extent on the national context and culture of both home country and host countries of TNCs. Tayeb (2000) suggested that HR policies and practices within TNCs would have to confront culturally-rooted values and norms which are likely to exist when host-country employees perceive HR policies and practices which are transferred from their parent enterprises. Thus, it is indicated that there is a Chinese way of implementing HR policies and practices (Tayeb, 2000), that is, Chinese employees may perceive and interpret the transferred HR policies and practices with their own cultural values. 

Within this discussion, the possibility of subtle resistance to HR policies and practices by local Chinese employees is investigated in this paper. The intention of this study is not to prove that national cultural values are the most important influence on the transferred HR policies and practices. Rather, this study seeks to explore Chinese cultural values that may cause varied implementations of these policies and practices. It is contended that in order to get a better understanding of the context-specific nature of HR policies and practices, an evaluation of the impact of national cultural values on these policies and practices is crucial (Tayeb, 2003).

As mentioned earlier, the existing literature examined HR policies and practices within TNCs in China by interviewing and/or conducting surveys with HR and management members. However, how these HR policies and practices are being implemented and perceived by mid-managerial and non-managerial employees at the practice level is scarce. Therefore, aligning cultural-bound HR practices with HR policies which are standardised across cultures (Braun and Warner, 2002b), this study seeks to investigate the perceptions and views on HR policies and practices within TNCs in China at different levels of organisational hierarchy. 

2.2 The Chinese context and cultural values

As mentioned earlier, HR scholars found that the transferred HR policies and practices can be affected by Chinese cultural values (e.g. Child, 1994; Lu and Bjorkman, 1997). Researchers have also been spending a great amount of time researching these values. Bond et al. (1987) found that the historical root of the Chinese culture is the Confucian traditions. It was argued that, Confucianism, emphasises thrift and perseverance, virtues associated with long-term orientation (Ibid). Based on the findings of Bond et al. (1987), Hofstede and Bond (1988) proposed the ‘long-term orientation’ as Hofstede’s fifth cultural dimension, after Hofstede’s (1980, 2001) power distance, individualism vs. collectivism, masculinity vs. femininity, and uncertainty avoidance. 
It is also important to note that Hofstede’s research findings, although make a major contribution to cross-cultural comparative management study, they also receive a number of criticisms on the research sample, the attitude-survey method, etc (Robinson, (1983) (cited from Gooderham and Nordhaug, 2001); Yeh and Lawrence, 1995; Fang, 1998; Tayeb, 1996, 2000). In addition, the authors argue that there are cultural biases in the research findings of Bond et al. (1987), as the respondents of the research were all university students and were selected from 22 countries, such as Hong Kong, Japan, India, Nigeria, but not China (Hong Kong did not belong to China until 1997). Moreover, the cultural values that Bond et al. (1987) proposed may be out of date. Although Hofstede (1999) argued that culture changes very slowly, by studying the cultural values that young European business school students hold, Gooderham and Nordhaug (2001) contended that culture can change. More recently, Faure and Fang (2008) point out that China has undergone significant cultural changes and the contemporary Chinese culture encompass new elements, such as individualism, short-term orientation, materialism, etc. These new cultural values seem to be contradictory to the cultural values (e.g. thrift, collectivism, long-term orientation, etc) which are defined by Hofstede (1980, 2001) and Bond et al. (1987). However, Faure and Fang (2008) contend that the traditional Chinese cultural values are not being removed by the new cultural values, but coexisting with the new values. 

In addition, Tian (2007) also argues that Chinese cultural values are more ample than merely a long-term orientation; there are: Confucianism, Sun Tzu’s stratagems, agrarian mentalities, a holistic way of thinking, as well as Mao Zedong’s bureaucratic heritage, and Deng Xiaoping’s pragmatism. The last four values can be interpreted in a similar manner to Hofstede’s (2001) collectivism culture, but these values are more complex than the definition of Hofstede’s collectivism. According to Tian (2007), the Confucius values encompass moral cultivation, family and interpersonal relationships, respect for age and hierarchy, harmony, and face (dignity or self-esteem). At this point in time, the ideology of ‘harmonious society’, which the current Chinese government claims is in development, is based on the Confucian values. Moreover, it is worth noting that the moral cultivation of Confucianism emphasises that people should discipline themselves by internal moral power rather than by external power, such as laws and regulations, as moral cultivation is considered as the main discipline to people’s attitudes and behaviour (Tian, 2007). The implication of the Confucian moral thinking is two-fold. Firstly, people should have high moral standards cultivated throughout their lives and these standards can be influenced by self regulating moral mechanisms (Faure and Fang, 2008). Secondly, Confucianism addresses the power of human beings, that is, the country is regulated by the rule of man rather the rule of law (Faure and Fang, 2008). 

In the past two decades, managers in TNCs’ Chinese affiliates realise the distinct culture values that their Chinese employees have, and the managers attempt to capitalise on and incorporate their employees’ collectivist culture in their management practices (Braun and Warner, 2002a). However, the extent to which HR policies and practices are genuinely adopted and implemented at all hierarchical levels in the Chinese affiliates is questioned. 

This study does not intend to place Chinese cultural values in cultural dimension boxes (e.g. Hofstede, 1981, 2001; Tropassness, 1993, etc) classifying them according to chosen dimensions, or in predefined Chinese cultural roots. Rather, as stated earlier, the aim of this study is to examine cultural diversity within TNCs in China and to explore contemporary Chinese cultural values and their impact on HR policies and practices within these companies. The research questions therefore are:
· How do local Chinese employees perceive the diverse work environment within TNCs in China?

· How do the Chinese cultural values of the local employees influence the implementation of HR policies and practices within these companies? 

These questions are addressed through an exploratory research design using in-depth qualitative interviews with sixty-six participants across twenty-one Western wholly-owned TNCs in China. The next section will provide some background to the study and a discussion of the research method adopted.
3. The study

In order to elicit and explore the impact of Chinese cultural values on HR policies and practices within wholly-owned TNCs in China, 66 semi-structured in-depth interviews with a range of HR professionals, senior and middle management members, and employees in non-managerial positions were conducted within 21 TNCs between February and November 2008. Among the participating companies, ten of them are in the 2009 Fortune Global 500 list. All the participating companies are in the oil and gas industry and are from Anglo-Saxon and European countries. The reason for targeting these Western TNCs (WTNCs2) was that, these companies are global in scope, and are likely to have more advanced and well-defined HRM systems. 

3.1 Participants 
For confidential reasons, 66 participants were all given pseudonyms. The biographical information of the participants is outlined in Table 1. The sample ranged from senior management officers to non-managerial employees (about 50 percent), such as engineering professionals and office administrators. This is one of the methodological advantages of this study, as the perceptions and views of non-managerial employees have seldom been examined in the previous HRM literature in China.  

[Insert Table 1. Demographic profile of the participants.]

62 percent of the participants were male and most participants were married. The overwhelming majority were well-qualified with a minimum of a Bachelor degree. Among 66 participants, 50 percent of them had spent between one and five years in their current companies, and on average, tenure of all participants was over five years (Table 2). The average age of the participants was over 37 years old. 

[Insert Table 2. Participants’ tenure and age distribution.]

3.2 Research procedure

All the participants were approached through the first-name author’s personal network with a snowball sampling strategy. The interviews lasted between 45-100 minutes, and they were digitally audio-recorded, except from 13 interviews, as those participants did not feel comfortable having the interviews recorded. 
When conducting and interpreting the interview responses, the authors were also aware of the reflexivity which emphasises researchers’ positions within research (Kamenou, 2007).  Kamenou (2007) highlighted that different biographic backgrounds of researchers and participants, such as cultural background, gender, age, and working experience, may create a distance between interviewers and interviewees. 

The interviews questions focused on business context and companies’ background, and cross-cultural issues when implementing HR policies and practices within WTNCs. Moreover, instead of asking the participants directly whether and how Chinese cultural values influenced their HR policies and practices, they were asked whether there were any cross-cultural problems or tensions in their companies. The participants were also requested to illustrate a few examples of cultural issues they came across. In this manner, the extent to which Chinese cultural values could exert influence on these HR policies and practices was analysed. A number of central themes arose through the interviews: guan-xi, valuing seniority, and the importance of the ‘human factor’. These three cultural values are inter-linked and are embedded within the Chinese collectivistic culture.

In the following section, these three cultural values and the perceptions of managerial and non-managerial employees with regard to Chinese cultural values that were reflected in HR policies and practices within WTNCs are presented.
4. The impact of Chinese cultural values on HR policies and practices within WTNCs

4.1 Guan-xi 

Guan-xi is a phrase which is adopted from the Chinese language of ‘relationship’ and readers could find it in the index in most books about culture study. In China, there is a much stronger reliance on informal networks which is based on personal contacts – what is known as the culture of guan-xi. 

Guan-xi was reflected in the job rotation strategy which was adopted by most participating WTNCs. The rotation was implemented in order to develop employees’ working experience and to retain consistent operational performance. Yao, an HR Manager, discussed job rotation in her company:

We post all our vacancies in the company’s intranet, and every employee in the company has the chance to search vacancies and to apply for them if interested. Before applying for those vacancies, employees have to discuss the vacancies with their line managers. Our company encourages this talent mobilising culture very much. If there are less projects in China, employees could be transferred to other oilfield frontlines within the country or abroad, instead of being dismissed. (Yao, female, Chinese, an HR Manager)

Due to the mobile nature of the oil and gas industry, job rotation was the trend for a high proportion of local and international employees for WTNCs. According to Yao, employees were encouraged to apply for vacancies within the company. Internal applicants were required to inform their current line managers about their applications. 

Job rotation seemed to be a truly transnational and efficient approach of utilising human capital; instead of dismissing employees, companies could transfer them to other departments, or to other affiliates in the same country, or to the affiliates abroad, or to parent enterprises. In this way, companies could save the cost which would incur by recruiting new staff and could maintain operational consistency at the same time. Moreover, employees could have more opportunity to work in different functions and countries. By doing so, employees could increase their professional experience, global mindsets and cross-cultural awareness. 

Employee transferring in my company is very frequent. The company gives us opportunities to have more experience. Both you and your line manager can be reassigned to another project or another country a few years later. I have few close friends at work because we could hardly see each other when assigned to different places. (Jing, female, Chinese, a Petroleum Engineer)
Yong, a Petroleum Engineer, also stated: 

When a new manager comes, of course, he/she can read my previous performance records. If you are lucky, you may have a good new manager who really cares about your training and development and helps you. However, some new managers may not bother to know you because they won’t work with you for too long anyway. (Yong, male, Chinese, a Petroleum Engineer)
Jing and Yong’s excerpts illustrate that the consistency of employee management and employees’ training and development could be affected by the frequent employee transfers. The Chinese employees seemed that they had few chances to know their colleagues and managers well, as all of them could be transferred to other places after a short- or mid-term assignment. Yong also complained that managers might not able to train and develop their subordinates as managers might have no enough time to assess subordinates’ professional competencies. According to existing literature, Chinese people would value guan-xi and social network more. It is indicated that they may need support from their colleagues and managers, as well as positive relationship with them. Yong’s quote also indicated that the Chinese employees preferred to have more communication with managers and wished that they could know each other better at work. However, due to short-term standing of both managers and employees, none of them had enough time to develop either close work or personal relationships, or both. 

In addition to formal working guan-xi, the Chinese employees also seemed to expect to have informal personal relationships. Xiang, a Petroleum Engineer, presented a vivid example:

When you work with Chinese employees, you are normally invited for dinners together when you first meet, in the middle of a project and when the project is finished. Then drinking alcohol during dinners is sort of a way to show respect, more importantly, to let others know you better. Most of my Western expatriate colleagues found this was hard to accept at the beginning and it took them time to understand this guan-xi dinner. (Xiang, male, Chinese, a Petroleum Engineer)

Xiang pointed out that ‘drinking alcohol’ and having ‘guan-xi dinner’ were two of the ways of building up guan-xi with the Chinese employees. He also observed that it was difficult for some expatriates to accept this ‘network building’ activity initially, as drinking for establishing business networks was not common in some countries’ cultures. 22 participants also mentioned the same issue when discussing guan-xi in China. Guan-xi can be interpreted as the networking which may exist in any companies and countries all over the world. However, Chinese people may prefer to build up guan-xi at work and to personlise the guan-xi. 

Duncan, a British HR Director, recognised the importance of guan-xi. Duncan admitted that when he started to set up his company’s first office in Beijing, he was very frustrated to figure out a proper way to build up guan-xi which his Chinese clients and colleagues normally valued:

It took us a few years before we realised, you know, it’s a long-haul game in China from the business development point of view. You don’t expect quick results and you have to develop long-term relationships and trust. And, er, most Western businesses take a lot [of time]3 to realise that, I think. …… Our Chinese employees help us to build up our picture of how the (Chinese) culture works and so on. (Duncan, male, British, an HR Director)

This quote indicated that building relationships was a profound and inescapable part of life in China. Duncan stressed that the time his company spent on building up and understanding relationships and trust in China. The rules and regulations in WTNCs may be more strict and specified on business development rather than on guan-xi development. Another 39 participants also mentioned the importance of guan-xi in China. It seemed that Chinese people would not seriously start to do business with others until they knew their partners better. Developing relationships does not only happen in China or in Asia. However, the time spending on establishing guan-xi in China may take longer.

Building and maintaining business and personal guan-xi with Chinese employees and clients was deemed to be one of the reasons of placing more ethnic Chinese expatriates in China. Shang, as a Chinese Australian, was a Manager of New Business Development, and he stated that ‘it is much easier for us (ethnic Chinese expatriates) to communicate with Chinese (colleagues and clients)’. As mentioned in the Method section earlier, the ethnic Chinese expatriates had international experience and were familiar with Chinese culture. They seemed to understand the importance of guan-xi in the Chinese business context better and to know how to practise guan-xi with Chinese colleagues and clients. 
4.2 Valuing seniority
This cultural theme is similar to the high power distance phenomenon at work, but in this study it appeared to embed titles and was interlinked with guan-xi and the importance of the ‘human factor’. In a high power distance culture, subordinates are more likely to accept that the power is distributed in terms of certain hierarchical status or positions. In contrast, people in a low power distance culture, expect that the power would be distributed evenly and democratically regardless of status or positions. 

The high power distance culture was reflected in the Training and Development practices in WTNCs. The training needs of employees were determined on the basis of their performance outcomes. Due to a scarce of qualified expertise, training and development activities may be the key to organisational survival and growth in companies. Most participating WTNCs had well-organised training plans for their employees from entry to senior levels. Most WTNCs encouraged their employees to have cross-functional and cross-country rotation policy to develop their employees’ career, as mentioned in the ‘guan-xi’ section. However, despite the well-written Training and Development policies, Cheng, a Principle Petroleum Engineer, presented an example to illustrate what happened when a Chinese manager practised these policies and practices:

The company always selects potential employees and sends them to overseas assignments as part of their career development plans. Once, an employee’s international assignment request was declined by his line manager. The reason that the manager gave was interesting: ‘I haven’t been assigned to overseas projects yet, so you need to wait for your turn’. (Cheng, male, Chinese, a Principle Petroleum Engineer)
The manager that Cheng mentioned above, could not accept that his subordinate got training and development opportunity quicker than him. He rejected the subordinate’s request and told the subordinate to wait until he had been assigned abroad first. This excerpt indicated that, the hierarchical value which the manager held was; superiors had more rights and power, thus, he thought that he had more priorities than his subordinates. Cheng explained later on, this manager moved from a Chinese state-owned oil and gas company. It was indicated that the Chinese hierarchical value was still carried by the manager, even when he worked in a WTNC where the low power distance culture was promoted. However, the manager might forget that one of his duties was to develop his employees and he considered his rights and trainings were prior than his employees.
Moreover, one of Cheng’s colleagues, Ping, a Legal Manager, pointed out how one should respect seniority at work:
It may be the most common thing you should do in Chinese companies: follow your superiors’ will and do what they want you to do. Subordinates always take superiors’ words and orders in the first place, because only superiors can decide in companies, but not subordinates. (Ping, male, Chinese, a Legal Manager) 

In a business context, the ‘superiors’ that Ping mentioned referred to the managers in WTNCs. This quote indicated that all subordinates could do in the Chinese affiliates was to do what their superiors said. Furthermore, Ran, a Personnel Manager, elaborated how valuing seniority worked in his Chinese affiliate: 
If you are going into the Asian culture, it’s very typical for a subordinate not to disagree in any way or form with a manager, right? No matter [whether] manager is correct or not, right? Now if we want to grow this Chinese to be, er, a senior manager in the company, and that is actually very interesting phenomenon, right? If you look at Chinese national, sometime perhaps the Chinese national would have difficulty in challenging his superiors, but at the same time, he would be intolerant and not receptive to his subordinate challenging his opinion, right? And we know that if he took this attitude and went to Australia or went to Canada, this attitude, this person will have a very difficult time in managing a business. (Ran, male, Chinese American, a Personnel Manager) 
This quote showed that there were two different attitudes from the same person to valuing seniority cultural value. The Chinese managers could be uncomfortable with different voices from their subordinates. Meanwhile, they could find it difficult to challenge their superiors’ thoughts and opinions. There seemed to be a contradiction in the Chinese high power distance context. Ran indicated that the Chinese employees needed to adapt their communication styles in different context; they needed to be the low power distance with the Westerners, but to be the high power distance with the Chinese managers and colleagues. 
The Chinese culture might be more sophisticated than the high power distance. Titles, a relevant cultural value needs to be present here. Paul, an HR Vice President, gave an example to show how his company responded to titles:

We adapt job titles of employees who are assigned to China. For example, we need to put a ‘director’ on someone’s business card. In theory, his [or her] position and job are not at director level. However, we have to put these ‘titles’ to match the people who are from Chinese state-owned enterprises. In our global operations, HRM system is more pragmatic and simplistic. We are more arrogant and less flexible in other countries, but we have to change our ways [of doing things] in China. Again, like someone has a PhD degree and a ‘Dr.’ title has to be on his business card as well. One of our chief scientists has two ‘Dr.’s in front of his name. ‘Dr.’ is more used in academia rather than in industry, but we have to do it in China to show the status [of the chief scientists] and power distance. The chief geologist has two different business cards; one with ‘Dr.’ and he uses it in China, while another one without ‘Dr.’ and he uses in other countries. (Paul, male, British, an HR Vice President) 

Titles, in this study, referred to the success that a person achieved in his or her education, society and career. Paul’s company adapted the Chinese titles culture by changing and adding higher superior titles to present ‘status’ which was valued by their Chinese business partners and/or employees. This quote indicated that the Chinese employees did value and respect people who were in a senior position and/or status. Linking to the first quote in this section, the reason that the Chinese employees respect higher titles was that, titles seemed to mean authority and power. Then, it was not surprise to see that the manager ignored his company’s Training and Development policies and turned down the training request from his subordinate. 

Giving titles to the Chinese employees was also found when implementing Reward Management policies in WTNCs. As WTNCs had to follow the Chinese labour law and regulations, the Reward Management was probably the most standardised HR policy that the participating companies had. Rewarding higher titles to employees was deemed to be one of the key approaches to retain talent employees in WTNCs. Lizhe, an Office Manager, discussed how her company retained experienced professionals:

Our performance-related reward is not only about the salary increase but also related with job title increase. You know, we Chinese all like face. (Lizhe, female, Chinese, an Office Manager)

Lizhe, suggested that the higher the title a company would give to their experienced employees, the more likely those talented employees were to stay. Then giving higher titles to the Chinese employees seemed to be one of the retention policies in company. The Chinese employees valued higher titles and social status, and they needed to have a sense of group belonging, especially from a higher position group. In other words, they valued superiors’ authority and positions more. Hence, the authors labeled the high power distance phenomenon in the Chinese context as valuing seniority.

4.3 The importance of the ‘human factor’ 
The ‘human factor’ was mentioned by the participants when discussing the Performance and Appraisal and Training and Development policies in WTNCs. 

Performance Appraisal and its criteria were the ways in which employees’ performance was evaluated. Most participating WTNCs had implemented a competency model in their Chinese affiliates and had a clear linkage among the formal performance appraisal, training and development plans and remuneration systems. Fan, a Finance Manager, illustrated how to manage the Performance Appraisal in his department:

After performance evaluation, the results of appraisals would be linked with employees’ training and development plans and their salary and bonus increase. Therefore, we (line managers) need to rank the results and the approach we use is called it ‘force distribution’. That means, the average mark is fixed and there are about 10 to 20 percent employees should be highly above the average, and 5 to 10 percent of them would have the lowest mark. Other employees are the neighbourhood of the average. It’s impossible to have a 100 percent fair system for everyone. As long as policies and practices are made by people, they must be subjective to some extent. Therefore, instead of looking for a perfect appraisal tool, the more practical thing to do is to think how we can use performance results to motivate employees to maximise their performance. I always pay ‘mercy’ on my employees when conducting performance appraisal. As subjectivity can not be removed, the better solution is to moderate your employees’ performance, and you can reduce the gap between top and poor performers, this may be called the ‘Art of Leadership’ in China. (Fan, male, Chinese, a Finance Manager)
Fan’s company divided employees’ performance into certain categories. However, Fan stated that he did not want to offend their Chinese employees by highlighting large gaps among his subordinates’ performance results. Therefore, Fan chose to moderate the results in order to motivate everyone in his team and to have a peaceful and good guan-xi with them. Fan did not stretch the performance results, so the initial purpose of performance appraisal - selecting the best and worst performers, would not be achieved. The purpose of ‘force distribution’ was to distinguish employees from each other according to their individual performance at work. Different training and development plans, and remuneration increases were also linked to each distributed group. It showed that the Performance Appraisal practices in Fan’s department were ‘out of shape’. In addition, other participating managers also mentioned that they would adapt the standardised HR policies and practices from parent enterprises consciously or unconsciously. For example, Qiang, a Manager in a Data System Department of one of WTNCs, mentioned that he attempted to write more positive comments than negative ones in his employees’ performance appraisal in order to develop a harmonious guan-xi between him and his subordinates. Fan characterised the adaptation of the standardised policies and practices as the Chinese ‘Art of Leadership’.
The importance of the ‘human factor’ was reflected here as Fan stated ‘As long as policies and practices are made by people, they must be subjective to some extent’. This quote indicated that subjectivity would not be removed from any policies and practices, and human being could interpret same policies into different meanings when they were from different positions and contexts. According to Fan, policies and practices implementation process was not important as using them to achieve goals. That was one of the reasons that Fan did not follow the standardised Performance Appraisal practices which were regulated by his company. Fan attempted to use the ‘Art of Leadership’ to maximise employees’ performance in his department in a different way. However, it is argued that, how operational consistency can be retained by having the ‘human factor’ at work. 

Moreover, not all Training and Development policies and practices seemed to be implemented in WTNCs. Cheng, a Principle Petroleum Engineer, also observed that:

Training practices in our Chinese affiliate are a bit different from the trainings in other affiliates. For example, when I was in other overseas affiliates, we had knowledge sharing workshops among experienced and junior employees every two weeks. Knowledge sharing workshop is stated in our training and development menu. However, for some reasons, there is no such sharing in our Chinese affiliates. (Cheng, male, Chinese, a Principle Petroleum Engineer)

This excerpt illustrated that Training and Development policies and practices in Cheng’s company had been changed to some extent. Cheng was not sure what the exact reason for not adopting ‘knowledge sharing’ in his Chinese affiliate. He presumed that each affiliate had its own way of training and developing employees. Apparently, knowledge sharing and training and development policies and practices were not fully implemented in his company. Linking the Performance Appraisal practice which was stated by Fan earlier, it seemed that there were two HRM systems at work; one was written on paper and the other was practised at work. Cheng characterised this phenomenon in his WTNCs as ‘the shadow of Chinese culture’ later on. Although the Chinese employees had been selected by the Western recruitment tools carefully, and had been training with the Western HRM system, ‘the shadow’ would not be easily removed.

Moreover, Liang, a Senior Manager of Business Development, observed that, although terms and regulations were detailed-written and well-documented, the Chinese employees in his company still preferred to work in their own ways. 

The Chinese people think over questions and always can find some smart ideas which normally are not based on rules and regulations. We always laugh at the Westerners and say they are track-minded. However, the ‘track-minded’ people make their plans and stick to the plans, whereas the ‘smart’ [Chinese] people don’t always follow rules. Obviously, the first system is more reliable and consistent, and this is the system what our Chinese employees need to follow. (Liang, male, Chinese, a Senior Manager of Business Development)

This quote indicated that, according to some Chinese employees, the Westerners’ communication style, their way of thinking was simple and straightforward because they respected and followed rules. In contrast, the Chinese employees would adapt terms and conditions in terms of their own experience and perceptions, as the Confucianism emphasises power of people and believes that only people can change themselves, not other people, nor other rules and regulations. 
Qing, a Chief Geophysicist, perceived some cultural differences when his Chinese and non-Chinese colleagues worked solutions for same problem:

Non-Chinese employees, especially the Westerners, they always work out solutions within company’s rules and regulations. They won’t go beyond their limit, so they are well-protected by company. Chinese employees sometimes would go beyond the rules and regulations because they don’t have a system regulated mentality. Finally they may put themselves in trouble. (Qing, male, Chinese Canadian, a Chief Geophysicist) 
Qing argued that the Chinese employees risked their work by not following the rules and regulations at work. He indicated that developed system in the company needed to be respected by all employees, and in return, the employees could be protected by the system. However, in the Chinese context where employees preferred to find informal solutions, should companies be regulated by pre-defined system or by people? Thus, a question raised here was how to retain a consistent HRM system in the Chinese affiliates where Chinese employees attempted to interpret and implement the standardised HR policies and practices in the ways that differed from the original intention of WTNCs’ parent enterprises. 

5. Discussion and conclusion 

Within the Chinese context, this paper is concerned with the way that national culture, represented by the work values of the employees in WTNCs, affected their global HR policies and practices. Employees’ perceptions on these policies and practices have been investigated. This study has shown that the Chinese employees in WTNCs carried distinctive Chinese cultural values and they interpreted the standardised HR policies and practices with those cultural values. 
The Chinese culture was categorised as collectivist and having high power distance (Hofstede, 1980, 2001), that is, the relationship with one’s colleagues may be valued more than the productivity, and subordinates may not question and challenge their superiors. However, the authors would argue here that Chinese cultural values are far more complex than the cultural dimensions that Hofstede’s (1980, 2001) and other scholars found. Issues around the impact of guan-xi, valuing seniority, and the importance of the ‘human factor’, were elicited in the participant companies. 
This study has shown that WTNCs trained their Chinese employees through rotations in various functions and countries in order to enhance their flexibility and experiences. However, the job rotation strategy seemed to be in conflict with the Chinese guan-xi value. The Chinese employees placed a great deal of emphasis on interpersonal guan-xi, and treasured a good guan-xi with their superiors and colleagues. Due to the job rotations policy, the Chinese employees felt being ignored by their colleagues and/or managers, because they were being transferred too frequently to develop healthy and trustful relationships between each other. The findings confirmed that China is a linked society (Tian, 2007), as the Chinese employees valued guan-xi more than their western colleagues and they expected to have more time in getting to know their colleagues and managers in order to develop a close and long-term guan-xi with them. Moreover, it is also indicated that the Chinese employees valued the development of personal relationships with their colleagues and clients; what can be refereed to as ‘personalised guan-xi’. In this manner, it could help both managers and their subordinates to deal with work-related problems outside the workplace on a more personal basis. Therefore, the managers may need to take guan-xi value into account when setting job rotation plans for themselves and their employees. 

Concerning the cultural theme of valuing seniority, at first glance, the findings confirmed the assertions regarding high power distance (Hofstede, 1980, 2001; Alder, 2000; Tayeb, 2003), that is, the higher social status the person achieved, the higher power distance existed between him or her and others. This study has also indicated that, in the Chinese context where social status and positions were highly valued, the Chinese employees paid more respect for seniority and the power that was bestowed by organisational and social rank. Valuing seniority seemed to be a richer concept than high power distance, and it also encompassed the perceived importance of job or professional titles. Moreover, the HR team also attempted to attract and retain talented employees by entitling them with more senior job titles. The respect for upper level decision did confirm Hofstede’s (2001) and Adler’s (2001) illustrations of a Chinese autocratic management style. However, the hierarchical cultural value that the Chinese managers held seemed to be in contradiction with ‘guan-xi building’ among employees. As discussed above, the Chinese employees preferred to develop and maintain a positive and personal guan-xi with their managers and colleagues. Hence, it would not make sense when a person tried to build guan-xi with hierarchical attitude and mentality. Here, the authors contend that guan-xi in the Chinese society may need to be applied to various levels, that is, one needs to respect seniority when developing guan-xi with others. 

In addition, this study has shown that valuing seniority is associated with the importance of the ‘human factor’. When the Chinese employees are being placed in the higher positions with authorities, they adapted and changed the principles that they were supposed to follow. The importance of the ‘human factor’ value was reflected in the Performance Appraisal process in WTNCs. Some scholars found that Performance Appraisal within TNCs in China was team-based, as it was teams and not individuals which were subsequently rewarded for higher productivity (Child, 1994; Lu and Bjorkman, 1997). This arrangement sit well with the predominantly collectivist culture of the country. However, the Performance Appraisal in WTNCs was not the case. All the companies adopted the same appraisal assessment approach as their parent enterprises. This paper has presented that individual-based performance system did raise issues; the Chinese managers found a Chinese ‘art of leadership’ solution to minimise the gaps of employee performance in order to maintain a positive guan-xi with their employees. In this manner, they could develop a closer and more personal guan-xi with their Chinese subordinates in order to motivate them in a longer term. This study has found that the importance of the ‘human factor’ also had impact on the Training and Development policies, as some of these policies had not been practiced in the Chinese affiliates.

From the three themes that were associated with the Chinese collectivistic culture, the authors emphasise that although the Chinese employees in WTNCs had been given the standardised training about organisational cultures and global HR policies and practices, some of these policies and practices were conducted in a different way than the central HR of WTNCs intended. Therefore, the authors contend that, although standardised HR policies and practices in WTNCs were predominant, Chinese cultural values would not be easily ironed out by these policies and practices. These three Chinese cultural values seemed to be visible and followed by most Chinese employees in WTNCs. 

The findings of this research hopefully can provide an insight into the understanding needed to judge the effectiveness and applicability of their HR policies and practices within WTNCs. This study also has some limitations that could be addressed in future research. Firstly, the use of an industrial case study means the authors might not straightforwardly establish universally applicable patterns across all TNCs in China. New studies in other industries will permit extending the findings to a much broader sector of the business community in the Chinese context. Similarly, TNCs from non-Anglo-Saxon and non-European origins, and joint-venture TNCs can be included in such research. Secondly, although this sample with 66 interviews was considered adequate for this study. It is acknowledged that it may not be large enough for the findings to be generalised. However, the data possessed significant strengths, such as the fact that the sample was drawn from participants at both managerial and non-managerial levels. In addition, limitations concerning the definition of Chinese cultural values need to be pointed. The definitions may involve other areas beyond the three themes examined in this study. It is showed that some of the identified cultural values appeared to be richer and more complex than the cultural dimensions and norms that are conceptualised in the existing literature. Thus, further research is needed in order to enrich the identified cultural values. 

In summary, the convergent HR trend is applied in WTNCs at the national level. The intention is global, but the practice is still local. A distinction is made between HR policies and practices (Schuler et al., 1993; Tayeb, 2003; Legge, 2005). Given the impact of Chinese cultural values on HR policies and practices in WTNCs, the findings of this study are partly echoed with Gamble and Huang’s (2009). The authors contend that whereas WTNCs attempted to maintain the integration of HR policies and practices, these companies were inclined to differentiate these policies and practices to suit local cultural context not only during the HR transfers process, but also during the HR implementation stages. Therefore, the authors contend that TNCs in China need to acknowledge cross-cultural differences and consider these Chinese cultural values when implementing their global HR policies and practices. Organisational and managerial commitment to such an approach would require conscious steps to be taken towards adopting a closely monitored HR implementation process and more inclusive HR policies and practices, rather than expecting Chinese employees to accept and adopt the global HR policies and practices which may be against their cultural values and norms. In other words, TNCs may need to navigate through the distinctive cultural values when practising global HR policies which could support specific strategies and develop organisational culture. 
Note:
1. ‘Transnational Corporations’ refers to the internationalised companies that own or control business activities in their home countries and in more than one foreign country. As there is no agreed definition of the internationalised companies, the authors choose the definition of ‘transnational corporations’ which is defined and used by the United Nations Conference on Trade and Development (UNCTAD) (UNCTAD, 2009).

2. To preserve confidentiality and to maximise ease of reading, the Western TNCs where the 66 participants were from, are coded as ‘WTNCs’.

3. The authors have been trying to reflect the verbatim record of the interview interactions by using the following notes. The words in ( ) were the proposed explanation added by the authors. The words and phrases in [ ] were added by the authors in order to form the proper grammatical sentences. The words and phrases emphasised by the participants were bold. The deleted interview conversations were marked as ……. Punctuation had been added and it was hoped in a way which was faithful to the delivery of the quotes, to make the quotes more readily intelligible to readers.
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Table 1. Demographic profile of the participants.

	Variables
	Numbers
	%

	Gender
	
	

	   Male
	41
	62

	   Female 
	25
	38

	Age (years)
	
	

	   Under 30
	8
	12

	   30-39
	38
	58

	   40-49
	16
	24

	   Over 50
	4
	6

	Nationality
	
	

	   Chinese
	43
	65

	   Non-Chinese*
	23
	35

	Ethnicity
	
	

	   Chinese
	55
	83

	   Non-Chinese
	11
	17

	Marital Status
	
	

	   Single
	8
	12

	   Married
	58
	88

	Education
	
	

	   Higher education and above
	65
	98.5

	   Technical college, high school and lower
	1
	1.5

	Position level
	
	

	   HR professionals
	12
	18

	   Middle and senior management
	22
	33

	   Non-managerial
	32
	49

	Tenure (years)
	
	

	   Less than 1
	2
	3

	   1-5
	33
	50

	   More than 5
	31
	47

	Work experience in Chinese state-owned enterprises
	
	

	   Yes
	27
	41

	   No
	39
	59


* The nationalities of ‘non-Chinese’ participants included British, American, German, Dutch, Malaysian, Indian and Indonesian.

Table 2. Participants’ tenure and age distribution.

	Variables
	Average

	Tenure (years)
	5.57

	Age (years)
	37.6
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