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Abstract 

 

This thesis proposes that organizational control mechanisms in Small and Medium 

Enterprises (SMEs) in Hong Kong face the dynamic forces of homogenization and 

differentiation in a globalized environment. Other than the economic impact caused by 

market, resource, IT and ecological imperatives, together with the fading of national 

boundaries, economic interdependence and hypercompetition, globalization also drives 

standardization and homogenization of business practices across countries. Concurrently, 

globalization creates an increasing demand for localization as a source of differentiation. 

The emergence of hybrid capitalism forces the adaptation of organizational control in 

Hong Kong SMEs. Organizational control serves as a critical tool for improving 

productivity and competitiveness (Kaplan and Norton, 2008) while its feedback 

function is essential in the adaptation process (Lukka, 2011). This thesis stresses that 

organizational control itself needs adaptation as well. Influenced by the post-modern 

organizational paradigms, organizational structures and processes must correspondingly 

undergo adaptations. Through case studies in four Hong Kong SMEs, the thesis 

suggests that organizational control is adapted to involve employers and employees’ 

interests, strategies and power and local cultures and contexts in its design as well as its 

implementation. A qualitative case study research strategy and a quantitative survey 

were employed in undertaking a cross-sectional investigation into the adaptation of the 

organizational control phenomenon in Hong Kong SMEs. 

 

Key words: globalization, adaptation, organizational control theories, Chinese culture, 

traditional Chinese management ideology 
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Chapter 1 Introduction 

 

1.1 Background of the Research 

 

The tide of globalization appears to overwhelmingly pressure companies around the 

world into a market of ever-more-intensive competition. Market, resource, IT and 

ecological imperatives form strong forces driving globalization (Hammond and Grosse, 

2003), causing diverse people to be more knowledgeable about each other and greater 

homogenization or convergence of consumer needs and tastes in national markets. 

Competition is no longer regional as markets have become linked and globalized in 

what D’Aveni (1994) terms hyper-competition. Consequently, the paradigms of 

organizational success, or even survival, have become more complex and complicated.  

 

Such intense global competition underscores the importance of control in the 

management of enterprises.  Anthony and Govindarajan (2004), Warner (2002) and 

Kaplan and Norton (2008) infer that organizational control is a critical tool for 

improving productivity and competitiveness which are central to survival in a dynamic 

global environment. The feedback feature in organizational control mechanisms enables 

the process of adapting to changes by corporations in their substantive environment 

(Lowe, 1971). This process in an open system requires managers to constantly plan, 

adjust and correct their strategies and actions, or as formulated by Lewin and Volberda 

(1999, p.32), a “fit” with the ever-changing and hypercompetitive environment is 

essential by developing their “appropriate organizational form”. Especially within a 

multinational context, cultural differences can strongly impact organizations and their 

control mechanisms. Although studies of this context are rather exploratory and lack 

consensus (Chenhall, 2003), it illustrates the impact of globalization on the adaptation 
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of organizational control mechanisms in the quest to be more globally competitive.   

 

Additionally, the corporate control system itself needs adaptation (Zhang, 2006), not 

only because of intensified competition, but also because of the broadening of 

cross-cultural interactions (Whitley, 2000). Globalization, and its attendant forces, 

provide the context for examining the adaptation of organizational control mechanisms. 

 

1.2 Conceptual Framework of the Study 

 

Globalization is a dialectical process imposing forces of both homogenization and 

differentiation. In a fast globalizing context, closer state interdependencies together with 

the fading of national boundaries intensify competition, shorten product life cycles and 

accelerate technological innovation. Since people are wired up, their decisions and 

activities eventually impact people in other parts of the world (Gerhart, 2008). The trend 

of homogenization pushes economic interdependence and international interactions to 

ever-higher levels (Yeung, 2004). Yeung (1998, 2000, 2004), on the other hand, 

observes that globalization also accentuates the variations in societies and space. 

Furthermore, as indigenous firms realize their local embeddedness is a key source of 

competitive advantage to meet the challenges of globalization (Yeung, 2004), the push 

for differentiation becomes evident too.   

 

Various scholars identify the emergence of a hybrid capitalism in the global market 

created by the forces of homogenization and differentiation (Held, McGrew, Goldblatt, 

and Perraton, 1999; Dicken, 2003; Yeung, 2004). Yeung (2004, p.10) notes that “we are 

beginning to witness the rise of a peculiar mode of hybrid capitalism characterized by 

the infusion of a variety of disembedded economic logics and social organizations that 

defy easy identification and simple analysis”. To Dissanayake (1995), these diverse 
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hybrid forms arise from and are influenced by the combinations of internal and external 

organizational attributes existing in a continuum.  

 

Chinese capitalism and management philosophy which underpin the Hong Kong SMEs, 

have undergone a continuous process of hybridization to adapt to changing global 

markets. For instance, as a business expands, patriarch-owners have to delegate 

decision-making to trusted, non-family professional managers (Tsui-Auch, 2004). This 

professionalization of family firms enhances corporate governance in such dimensions 

as accounting standards, judicial efficiency and shareholder protection (Filatotchev, 

Lien and Piesse, 2005; Klapper and Love, 2002; Mitton, 2002). The homogenization of 

management practice in Chinese family firms, however, reduces the reliance on the 

traditional Chinese management principles of paternalism, nepotism, hierarchical 

control and succession planning (Fukuyama, 1995).  

 

Professionalization further reshapes the Chinese business networking practices. The 

push to secure external funds globally for business development (Olds and Yeung, 2004) 

and strategically re-orient business activities (Carney, 2005; Peng, Lee and Wang, 2005) 

reflect that personal and family relationships cannot withstand the pressures of 

globalization. Thus, Chinese capitalistic enterprises, in engaging with globalization 

forces, will have to re-shape and transform their business models leading to the 

emerging forms of hybrid capitalism.  

 

In confronting a turbulent business environment, the feedback function in organizational 

control contributes significantly to the adaptation process (Lukka, 2011). The feedback 

loop works in three steps: measuring actual performance, comparing actual performance 

against a standard, and taking corrective management action (Malmi and Brown, 2008). 

In the contingency model, organizational control constantly evolves in response to 
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internal and external stimuli. Daft’s (1998) contingency model exhibits the alteration of 

control strategies based on the contingencies faced by corporations. Daft’s model (1998) 

assumes that as technology and product markets become more complex and uncertain, 

and functional activities more heterogeneous and unpredictable, organizations will be 

forced to adopt more adaptive and flexible structures departing from the traditional 

bureaucratic to organic organizational forms. This is similar to the notion of adaptation 

in the organization-environment relationship (Colman and Haan, 2005). 

 

The emergence of modern control theories has its origins in the Industrial Revolution 

(Gordon, 1976; Simons, 1995; Tannenbaum, 1968). A prime example of the typologies 

of control research is Ouchi’s work (1979, 1980) where diverse control configurations 

emerge as bureaucratic control, clan control and market control. Bureaucratic control 

usually implies the use of an elaborate and systematic control system, usually formal, 

written, managerial, professional and scientific (Mintzberg, 1979a, 1979b; Ouchi, 1979, 

1980). It is, additionally, mechanistic and planned in nature. Clan control is exerted 

through the use of implicit values, norms and traditions (Schlesinger and Balzer, 1985) 

and achieves goal congruence (Ouchi, 1979) by cultivating commitment within 

cohesive groups (Etzioni, 1975; Branch, 2002). It is organic and supported by the 

Human Relations School of Research of Mayo.  

 

Research on the mechanisms of organizational control has extended into its strategic 

perspective and ramifications (Otley, 1994, 2003; Ferreira and Otley, 2003, 2005, 2006, 

2009; Simons, 1995, 2000; Adebayo, 2007). Simons’ ‘lever-of-control’ framework, as 

asserted by Otley (2003, p.317), provides “a complete picture of wide range of possible 

controls” by proposing four levers of control: beliefs systems, boundary systems, 

diagnostic control systems and interactive control systems. Besides, there are some 

other contemporary control concepts promoting control through employees own identity 
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work and psychological ownership” (Avey, Avolio, Crossley and Luthans, 2009; Pierce 

et al., 2004; Mayhew et al., 2007; O’Driscoll et al., 2006; Sieger, Bernhard and Frey, 

2010). In Pierce et al.’s (2004) research, routine-free technological structure, 

participative decision making, and autonomous job design enable employers to exercise 

control to a larger extent. O’Driscoll et al. (2006) likewise support control through 

employee identity and commitment. Despite the conflicting arguments between the 

“carrot and stick” control approach (Gomez-Mejia and Balkin, 1992; Armstrong, 2006; 

Brudan, 2010) and the employees’ identity and ownership approach, recent research 

underscores the necessity for organizational control adaptation to its increasingly 

turbulent environment.  

 

Given the growing intensity of cross-cultural interactions among nations, culture is 

another major determinant of organizational control adaptation. Schein’s (1985) view of 

the organisation as a purposeful social system leads to a three-level structural model to 

analyse its culture. Based on Schein’s definition, Kong (2003, p.85) infers that culture 

comprises “the basic assumptions that members of a group share, espoused values 

which offer direction and meaning for human relationship with nature, and artifacts 

which are regarded as materialised expressions of the values and basic assumptions”. 

Whitley (2000) asserts that national culture and values influence a firm’s governance 

structure and how members interact, shaping the structuring of organizational work and  

organizatonal control mechanisms. This research assumes that the socio-cultural context 

affects both management ideology and corporate culture. It is impossible to understand 

organizational and managerial arrangements in isolation from the culture that influences 

them (Hofstede, 1991). 
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Hong Kong, the research site, is manifestly under the strong influence of Western 

business practices while Chinese traditional cultural values fundamentally shape most 

Chinese behaviours (Redding, 1997; Warner, 2002). Hong Kong society exhibits higher 

power distance, lower individualism, lower masculinity, higher uncertainty avoidance, 

and higher Confucian dynamism compared to Anglo-American societies (Hofstede, 

1980; Chinese Culture Connection, 1987; Hofstede and Bond, 1988). In terms of the 

relationship to the environment and problem-solving approach, and basic form of 

governance, Chinese stress on harmony, synthesis, and organic autocracy in contrast to 

dominance, analysis and mechanistic from Anglo-American perspective (Martinsons 

and Martinsons, 1996). Moreover, Chinese rely on person and personal rule of man as 

the primary basis for power and trust social order (ibid). As such, Chinese managers 

traditionally exhibit a unique management ideology operating in a framework of 

paternalism, personalism, insecurity and collectivism (Redding, 1990). They tend to 

exert highly centralized control, avoid formalization, focus on interpersonal 

relationships and shun empowerment and delegation to professional managers. In view 

of the dynamic and hypercompetitive environment, many Chinese owners and managers 

are pressured to transform and adapt their traditional practices and beliefs. 

 

Many local Hong Kong companies have no wish to isolate themselves from 

environmental changes or maintain their status quo; yet, they appear reluctant to adopt 

modern management models. It is challenging for local organizations in a basically 

Chinese society in language, social habits and social consciousness to adopt 

organizational models which may excel in other foreign countries (Carney, 2000; 

Akhtar, Ding and Ge, 2008). Weidenbaum (1996, p. 155) is convinced that the 

“attempts to transform the informal, loosely structured Chinese enterprise into a more 

bureaucratic, Western-style corporation will fail”. Through a localization process, 
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however, Yeung (2004, p.39) believes that organizations can “retain some core attributes 

in a global era, thus contributing to its growing hybridity in form and organization”. The 

objective of this thesis is to contribute to the understanding of how traditional 

organizational control mechanisms in Hong Kong SMEs adapt to more modern 

management frameworks and models. 

 

1.3 Problem Statement and Purpose of the Study 

 

The research problem concerns the adaptation of organizational control mechanisms in 

Hong Kong SMEs conditional on specific internal attributes and the nature of the 

external environments (Dissanayake, 1995). This idea is central to the thesis which 

asserts that organizational control is an emerging phenomenon which has been 

insufficiently explored particularly in the Hong Kong SMEs. This thesis reviews several 

key concepts in organizational control theories, including control typologies, control 

elements, formal and informal control, contingency-based control and cultural levers of 

control. Four case studies explore how Hong Kong SMEs strive to apply these concepts 

from Chinese cultural perspective, which are described as harmony, collectivism, 

high-context communication, paternalism, organic autocracy, personalism, and 

relationship-focus, in responding to globalization challenges. Clearly, culture impacts on 

organizational control and underlines the need for adaptation to its own specific context. 

 

Though many manufacturing firms in Hong Kong migrated to Mainland China to 

reduce production costs in the 1990s, it did not significantly affect the role of the SME 

sector in its economy. Even during the 1998 economic downturn, SMEs continued to 

flourish because the Hong Kong Special Administrative Region (HKSAR) government 

helped the unemployed to build their own businesses, mainly service-based SMEs, by 
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providing funding, training programmes and consultation services (Lau, Chan and Man, 

1999). Most of them were in the import and export trade followed by wholesale and 

retail trades, restaurants and hotels (Trade and Industry Department, HKSAR, 2012). 

The contribution of service industries in advanced economies is acknowledged; 

productivity and quality improvements will be crucial for sustained economic growth in 

Hong Kong.  

 

The Hong Kong SME sector accounted for over 98% of the aggregate businesses and 

accounted for about 50% of total employment, excluding the civil service in 2011 

(Trade and Industry Department, HKSAR, 2012). Chau and Pedersen (2000) assert that 

SMEs are more vulnerable to external changes and seldom survive on misjudgements.  

As they confront the pressures to be more efficient and competitive in a globalized 

world, adaptation is central to their success and survival. As organizational control itself 

must adapt, Lewin and Volberda, (1999), Ng and Dastmalchian (2001) and Kaplan and 

Norton (2008) have proposed delegation and autonomy as techniques to enhance  

organizational flexibility thus reducing the levels of centralization, formalization of 

decision making and standardization. The contingency school also prescribes that 

organizations should achieve a fit with the turbulent and hypercompetitive business 

environment by evolving “appropriate organizational forms” (Lewin and Volberda, 

1999, p.32). In other words, consistent with the diverse environmental and 

organizational factors, organizational control could adapt into diverse models.  

 

In such a context, this research asserts that Hong Kong SMEs should be proactive in 

incorporating and assimilating innovations in their organizational control systems and 

processes to gain a competitive edge in the global marketplace while retaining, and 

perhaps even enhancing, their core and unique character (Gottschalg and Zollo, 2007). 
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In this process of adaptation, various issues will be explored: what impact will 

globalization have on the way organizational control is applied? Which organizational 

control system dimensions will change and which remain invariant, and why? What 

motivates the need for change and what are its limits if the values of traditional culture 

should not be underestimated? This thesis, however, does not seek a single adapted 

model of organizational control for all Hong Kong SMEs; it explores the practical 

insights and practices to nurture an adapted and more effective organizational control 

system in them, individually and as a sector.   

 

1.4 Research Questions 

 

The following research questions have been developed to investigate the phenomenon 

of the adaptation of organizational control in case studies of Hong Kong SMEs: 

 

Key research question: How and why do Hong Kong SMEs adapt their organizational 

structure, reward system and informal control system to face the challenges of 

globalization? 

 

Subsidiary research question: What are the significant attributes of organizational 

control in Hong Kong businesses? 

 

The key research question guides the exploration of how organizational control 

processes and mechanisms have been adapted in Hong Kong SMEs, particularly from 

the perspectives of organizational structure, reward system and informal control. In a 

turbulent global environment, such adaptation is inevitable spurred by such factors as 

the need for homogenization and professionalism, escalating competition, dynamic 
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market and innovation demands, cultural variations and distinct management 

philosophies of modern and Chinese business environments, and the imperative for 

differentiation. The subsidiary research question focuses on the significance of 

organizational control in contemporary business organizations. By exploring these 

substantive issues, this thesis attempts to provide both theoretical and practical insights 

into the research problem. 

 

1.5 Significance of the Study 

 

The research contributes to the literature in three aspects: hybridization in the basic 

capitalistic underpinnings of enterprises under the forces of globalization, effective 

organizational control in a turbulent environment, and the adaptation of organizational 

control systems in Hong Kong SMEs.  

 

The research adds to the analytical understanding of organizational control frameworks 

and its relationship to globalization forces. Organizational control, as a fundamental 

organizational dimension (Scott, 1992), is a perennial management research subject. 

Companies depend on effective organizational control strategies to guide them into 

viable patterns of activity in today’s dynamic business environment (Berry, Broadbent 

and Otley, 2005; Zhang, 2006). The tide of globalization focuses corporate concerns on 

the need for homogenization to meet the challenges of the global marketplace. However, 

this thesis questions the effectiveness of indiscriminate duplication of modern control 

models in companies operating in the Chinese cultural context. Several studies 

including those by Kim and Gao (2010), Rarick (2007), Redding (1990), Sheh (1993, 

2001) and Warner (2002) have examined the distinctive Confucian ideological beliefs 

shaping the Chinese managerial system. It is extant in most Chinese businesses although 

it may vary with levels of emphasis (Tsui et al., 2006; Kim and Gao, 2010). Thus, the 
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significance of being culture-specific in analysing organizational control systems cannot 

be overlooked or under-estimated.  

 

Globalization is a dialectical process imposing forces of both homogenization and 

differentiation which drives hybridization of capitalism (Yeung, 2004). The case studies 

on which this research is based reflect the complexity of adapting organizational control 

in Hong Kong SMEs in their daily and strategic decision making. This thesis intends to 

contribute to the discourse on how to maintain or improve organizational performance 

in a hypercompetitive context by selectively and sensitively adapt the attributes of 

Chinese cultural values and traditional management ideology into contemporary 

organizational control theories and control systems. It proposes, in other words, that one 

approach would be integrating the distinctive Chinese cultural values in the localization 

process of the design and the implementation of organizational control mechanisms. 

There is very little empirical research on this management issue particularly in the 

resource-limited SME sector in Hong Kong. 

 

1.6 Overview of Methodology  

 

A case study research strategy employing both qualitative and quantitative methods 

underpins the cross-sectional investigation into the adaptation of organizational control 

processes in Hong Kong SMEs. Bryman (2004, p.41) defines cross-sectional research 

design as “the collection of data on more than one case and at a single point in time in 

order to collect a body of quantitative or quantifiable data in connection with two or 

more variables”. Case study research approach enables the understanding of the 

contextual meaning of the data and identifying unanticipated phenomena (Amaratunga, 

Baldry, Sarahar and Newton, 2002), and diverse data collection procedures to be applied 

in exploring a single entity or phenomenon (Creswell, 1994). In this descriptive and 
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exploratory study, methodological triangulation allowed the generation of a rich data 

source which neither the qualitative nor the quantitative method could singly yield.  

 

Through purposive sampling method, four SMEs in different industries in Hong Kong 

were selected. The multiple case study approach and the use of case study protocal 

improved the external validity of the study (Yin, 2003). For each case, the data 

gathering strategy involved semi-structured, face-to-face in-depth interviews with 

multiple senior management informants, a survey questionnaire with employees to 

collect primary data, and a review of company documents to collect secondary data. To 

enhance the aptness of interview and questionnaire queries and the suitability of the data 

collection steps, a pilot study was conducted.  

 

Suggested by Payne and Payne (2004), the investigator personally transcribed all 

interviews, and coded and categorized data from interviews according to the study’s 

conceptual framework. The themes and patterns identified based on all qualitative data, 

together with the statistical results in the web-survey, were reported as study findings. 

To facilitate case study analysis, background of each case was also presented in detail 

for enhancing the understanding of the context for each case study company. Cross-case 

comparisons pattern matching were adopted to increase the internal validity of this 

research. 

 

Ethical issues were sensitively dealt with in this study: harm to participants, lack of 

informed consent, invasion of privacy, and deception. Voluntary participation was a 

basic requirement in conducting this research as was the confidentiality of the data 

gathered in the four case studies.  
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1.7 Definitions of Key Terms 

 

Some key terms of this research are defined as follows: 

 

Organizational control: Its definition is “any mechanism that managers use to direct 

attention, motivate, and energize organizational members to act in desired ways to meet 

an organization’s objectives” (Cardinal et al., 2002, p.2).  

Adaptation: Viewing adaptation as a dynamic process reveals that for any given 

organization, elements or variables related to strategic choice and environmental 

determinism exist simultaneously (Yeung, 2004). 

Globalization: The OECD (1994, p.28) regards economic globalization as “an evolving 

pattern of cross-border activities of firms involving international investment, trade, and 

collaboration for purposes of product development, production and sourcing, and 

marketing”. Among the environmental changes embedded in the  globalization process 

are hypercompetition, technological advances, global location of the factors of 

production, accelerated inter-cultural interactions, and the emergence of hybrid 

capitalism. 

Homogenization: The force that drives the formation of a functionally interdependent 

world economy enabling the global flows of people, goods, capital, technology, 

information and services (Jensen and Szulanski, 2004; Malhotra, 2001; Reschke and 

Kraus, 2009). 

Differentiation: The force that requires the attributes of localization and other 

dimensions in a global era to underpin the differentiating advantage of a specific good 

or service (Jensen and Szulanski, 2004; Malhotra, 2001; Reschke and Kraus, 2009). 

Hybrid capitalism: Arising from the dual forces of homogenization and differentiation, 

Chinese capitalism is undergoing a process of hybridization to adapt to dynamic global 
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markets (Yeung, 2004). 

Modern organizational control theories: Two main streams of research identified in 

modern control theories include the typologies of control research, such as Ouchi’s 

(1979; 1980) work, including bureaucratic control, clan control and market control, and 

control elements research which refers to input control, process/behaviour control, and 

output control refer to different control mechanisms with different control targets 

(Cardinal, Sitkin and Long, 2002). Contingency-based research on organizational 

control emerges and suggests linking key organizational attributes to control 

mechanisms (Chenhall, 2003; Donaldson, 2001).  

Levers of Control: Lever-of-control’ framework is identified as a wide range of 

possible controls relating to changes in competitive dynamics and internal competencies 

that allows business to successfully adapt over time (Simons, 2000, pp.213-215; Otley, 

2003, p.317).  

Chinese Cultural Values: Kwan and Ofori (2001), Ward et al. (2002), Zapalska and 

Edwards, (2001), and Sheh (1993, 2001) have identified four distinct Chinese value 

dimensions underlying Chinese managerial style: familism, humanism, hierarchy and 

inter-personal relationship. 

Traditional Chinese management ideology: Traditional Chinese management 

ideology underlines the impact of Confucianism and is operationalized in four 

dimensions: paternalism, personalism, insecurity, and collectivism.  

Hong Kong SMEs: The government of HKSAR defines SMEs as manufacturing 

enterprises with fewer than 100 employees and non-manufacturing enterprises with 

fewer than 50 employees. 
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1.8 Outline of the Thesis 

 

Chapter 1 provides a general overview of the research questions and the aims of the 

study. It briefly covers the rationale for the study and the methodology employed and 

lists the definitions of the major concepts used.   

 

Chapter 2 traces the emergence of various debates around the topics of globalization, 

hybrid capitalism, pressures of adaptation, organizational control theories, Chinese 

culture values and traditional Chinese management ideology, and the situation of Hong 

Kong SMEs. It also identifies the relevance of this body of literature and the research 

questions.  

 

Chapter 3 encompasses the research methodology, justification for the research 

strategies selected, rationale for the sample selection process and choice of the multiple 

case study design strategy. A broad perspective of the data analysis techniques used is 

also given followed by the administrative procedures and ethical issues. 

 

Chapter 4 presents the analysis of case study data and generates the findings of the 

study framed by the issues raised in the literature review and the research questions.  

 

Chapter 5 delineates the major research findings and explores its implications for 

researchers and practitioners. A summary of the study followed by its limitations and 

directions for future research concludes this thesis.  
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Chapter 2 Literature Review  

 

2.1 Introduction 

 

This chapter examines the evolution of organizational control mechanisms and 

processes in business organizations and the need to adapt them in the turbulent, dynamic 

and uncertain environment of globalized markets. New organizational paradigms must 

emerge implying that embedded organizational structures and processes must similarly 

undergo the stresses of change in order to be different and sustainably competitive 

(Senge, 1990; Lonar, 2005). Markets and workforces are no longer local or domestic 

and homogeneous, but have become global and diverse while change and flexibility 

have unseated stability and efficiency in steering organizational development (Lonar, 

2005). The transformation of the global business environment has resulted from, for 

example, the acceleration of global interdependencies, fading of national boundaries, 

intensifying competition, shortened product life cycles and accelerating technological 

innovations (D’Aveni, 1994). The impact of globalization has extended to corporations 

and their operational processes and strategies including how these are controlled and 

managed. Thus, radical structural adjustments in some corporations have seen a 

top-down, command and control hierarchy become flatter organizational structures with 

fewer people and less hierarchical levels to enable quicker and more flexible responses 

to dynamic, highly competitive, and faster-paced global markets. Within such 

transformative contexts, empowerment, delegation and decentralization of decision 

making is advocated to enable companies to become more efficient, flexible and 

responsive to customers and markets.  

 

Organizational control is a phenomenon as old as organizations. Research in 
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organizational control is extensive although it is scarce in SMEs, especially those in 

Hong Kong. Thus, Siu (2000) asserts that despite the contribution of SMEs to the 

economic development of Hong Kong, little work has been conducted on how and to 

what extent these Chinese firms have managed to sustain themselves and what 

organizational processes and operations they have applied to be competitive. Generally, 

the classic organizational control theories appear in two key streams, typologies of 

control and control element research. In the former, Ouchi (1979) describes the various 

control configurations as bureaucratic control, clan control and market control. The 

target control mechanism in control elements research is characterized by input control, 

process control and output control (Cardinal et al., 2002). Such researchers as Blau and 

Meyer (1987), Lawrence and Lorsch (1967) and Burns and Stalker (1961) pinpoint their 

shortcomings in the contemporary turbulent environment and advocate a contingency 

perspective in its design contingent on the attributes of the firm’s internal and external 

environments (Daft, 1998). Another anthropological perspective posits that the 

prevailing culture of the organizational members supports or restrains actions or 

reactions and suggest that control can be culture-contingent (Peters and Waterman, 1982; 

Berry et al., 1995) by stressing employee identity, commitment, and psychological 

ownership (Pierce et al., 2004; O’Driscoll et al., 2006; Sieger et al., 2010). 

 

This thesis intends to pursue the study of organizational control from an anthropological 

perspective in opposing the tendency for a universalist view among managers on control 

mechanisms under the force of homogenization in a globalized market, and addresses 

the need to be localization. Globalization can be interpreted variously but mainly from 

its economic, political, cultural and psychological dimensions (Maman and Liu, 2008). 

Although the economic impact of globalization has been emphasized (Wood, 2000; 

Soros, 2004), this study is concerned with the cultural impact of globalization on 
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organizational control mechanisms in Hong Kong SMEs primarily from the 

homogenizing and differentiation forces of globalization.  

 

While Hong Kong has, in many ways, been strongly influenced by modern business 

philosophies and practice, traditional Chinese value systems continue to affect the 

Chinese community (Redding, 1997; Tsui et al., 2006). This literature review will 

explore the following themes as the context of the research problem: organizational 

control theories and mechanisms, globalization and hybrid capitalism, adaptation and 

inertia, traditional Chinese management ideology and its influence on how control is 

managed. Following this, the research questions and the significance of this study are 

reviewed.  

 

The diagram below shows the structure of this chapter: 
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2.2 Organizational Control Theories 

 

While organization implies control (Tannenbaum, 1968), control has been widely 

studied as an organizational process and management function. The concept of control 

has been variously defined (see Table 1). Although organizational control in diverse 

studies adopt such terms as s management control, internal controls, strategic control, 

operational control and financial controls, they revolve around the same concept of the 

process or system by which the organization attempts to manage and achieve its 

objectives. 

 

Table 1 Definitions of Organizational Control 

 

Researchers Definitions 

Anthony  

(1965, p. 190) 

The process by which managers assure that resources are 

obtained and used effectively and efficiently in the 

accomplishment of the organization's objectives. 

 

Tannenbaum  

(1968, p.5) 

Any process in which a person or group of persons or 

organization of persons determines, that is, intentionally effects, 

the behavior of another person, group. 

 

Lowe 

(1971, p.5) 

 

A system of organizational information seeking and gathering, 

accountability and feedback designed to ensure that the 

enterprise adapts to changes in the substantive environment and 

that the work behavior of its employees is measured by reference 

to a set of operational sub-goals so that the discrepancy between 

the two can be reconciled and corrected for. 

 

Otley and 

Berry  

(1980, p.233) 

The process of ensuring that the organization is adapted to its 

environment and is pursuing courses of action that enable it to 

achieve its purposes. 

 

Flamholtz and 

Das (1985, 

p.35) 

Attempts by the organization to increase the probability that 

individuals will behave in ways that will lead to the attainment 

of organizational objectives. 

 

Simons  

(1995, p.5) 

The formal, information based routines and procedures managers 

use to maintain or alter patterns in organizational activities. 

 

Cardinal et al.  Any mechanism that managers use to direct attention, motivate, 
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(2002, p.2) and energize organizational members to act in desired ways to 

meet an organization’s objectives. 

 

Anthony and 

Govindarajan  

(2004, p.4) 

The process by which managers of all levels ensure that the 

people they supervise implement their intended strategies. 

 

 

Bisbe and 

Otley (2004) 

System which encompasses the organizational structure and the 

set of formal and informal information based routines, 

procedures, processes, and practices that can be used to 

influence goal attainment within organizations. 

 

Cardinal 

(2010) 

Control as a coercive efficiency-enhancing tool from control as a 

source of sense-making and identity formation. 

 

Kang, Wu, 

Hong and Park 

(2012) 

Organizational control refers to the business process by which 

organizational entities impact and motivate other entities to carry 

out collaborative plans to ensure that specific organizational 

goals are met. 

 
 

 

Management theorists and practitioners in the modern industrial countries have stressed 

economic efficiency which Gordon (1976) defines as the rate of effective or useful 

output to a given set of inputs in any system. In the Scientific Management School, 

economic efficiency could be attained by mechanization and automation managed by 

professional managers and the design of formal organizational structures (Braverman, 

1974; Mintzberg, 1979b). Conceptually, Taylorism reflected the Weberian structure of 

control through an efficient organization applying a division of labour, highly 

specialized staff and a clear hierarchy of authority (Weber, 1947). Control was 

essentially a pragmatic and normative construct in management to achieve economic 

efficiency in organizational operations (Yu and To, 2008).  

 

Nevertheless, the qualitative aspects of efficiency in economic systems should not be 

overlooked. Organizations are structured to be efficient production units but are also 

fundamentally social units which typically contribute to control problems (Braverman, 

1974). “Qualitative efficiency” is the degree to which “a production process maximizes 
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the ability of ruling class to reproduce its domination of the social process of production 

and minimizes producers resistance to ruling class domination of the production process” 

(Gordon, 1976, p.22).  

 

Elton Mayo’s research studies of Human Relations during the 1940s and 1950s stressed 

qualitative efficiency in management. Firstly, employees’ social capacity directly 

affects the efficiency and rationality at organizational level; secondly, non-monetary 

incentives are a primary determinant to the motivation and satisfaction level of 

employees; thirdly, employees respond to management and its norms and rewards as 

members of a group; fourthly, the highest specialization is not the most efficient form of 

division of labour (Mayo, 2003, p. 54). Mayo’s empirical findings underscored the 

social reality of the organization in which the control system operates and the relevance 

of the notions of human behaviour, culture and development in managing an 

organization. Studying the social and political processes in organizations bring us a 

more comprehensive picture of organizational control. 

 

A high level of commitment to the leader or company is essential to enhance the 

efficiency of organizational control (Gorden, 1984; Nixon and Burns, 2005). The 

Hawthorne experiments (Roethlisberger and Dickson, 1939, quoted in Grusky and 

Miller, 1981) showed humans needed approval and belonging. Under organic control, 

employees are morally involved (Etzioni, 1975), and are having values and beliefs that 

enable a commitment to performance (Schlesinger and Balzer, 1985; Harney, Heffernan, 

Cafferkey and Dundon, 2009).  

  

Modern control theories embrace the frameworks of both Scientific Management and 

Human Relations in studying organizational control. Organizational efficiency can be 
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achieved by paradoxical control strategies, such as the “loose/tight” contradiction 

explicit in the work of Peters and Waterman (1982) and the “hard/soft” model of Du 

Gay and Salaman (1992). Additionally, as organizational effectiveness refers to the 

optimal relationship between a firm and its environment (Hofer and Schendel, 1978), 

organizational control is concerned with achieving corporate goals by carrying out 

strategies effectively and efficiently. 

 

2.2.1 Typologies of Control Research 

 

A variety of typologies have been formulated to distinguish among control systems. A 

leading one is Ouchi’s (1979, 1980) bureaucratic control, clan control and market 

control. Bureaucratic control features as bureaucracy, mechanistic and planned in nature 

(Kalberg, 1994). It implies the adoption of a highly structured and systematic control 

system which is usually formal, written, specialized, managerial, and scientific 

(Mintzberg, 1979a, 1979b; Ouchi, 1979, 1980). Bureaucratic organizations are usually 

managed by rules and regulations, possessing hierarchies, and emphasize the realization 

of efficiency through developing systems and formal structures. 

  

When organizations expand in size, the use of bureaucratic control inflates. In order to 

ensure each individual sub-unit can operate in a harmonized way and to conform to 

organizational requirements, setting official policies and procedures are necessary 

(Child, 1974; Redding and Wong, 1986; Tannenbaum, 1968). Resources are obtained 

and are able to be optimally allocated among organizational units to achieve 

organizational objectives. As such, the clarity of standards and procedures and the 

development of a feedback mechanism are influential to the success of a formal 

bureaucratic control system. 
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As the bureaucracy organizes work and activities, organizational structure or design 

itself is a control mechanism. The Aston Programme was the first empirical study of 

structure in a large sample of UK in the 1960s which the current study draws from. 

Structuring refers to the allocation of staff among various organizational departments 

and positions, and therefore determining their role relations (Child, 1974). A 

multi-dimensional approach, including the degree of role formalization, specialization, 

standardization, centralization, configuration and flexibility in a company, is developed 

to study the organizational and contextual variables of control (Pugh, Hickson, Hinings, 

and Turner, 1968; Pugh and Hickson, 1976) (See meanings in Table 2). 

 

Table 2 Structural Dimensions of Organization 

Dimensions Meanings  

Formalization Rules, procedures, instructions, and communications are written 

down 

Specialization Division of labour within the organization 

Standardization An organization develops standard rules and procedures  

Configuration The shape of the organization’s role structure in terms of: 

-whether the management chain of command is long or short,  

-whether superiors have limited or broad span of control, and  

-whether there is a large or small percentage of specialized or 

support personnel 

Centralization The power to make business decisions is located at the top 

management 

Flexibility The speed of change in organizational structure 

Source: Pugh and Hickson (1976), p.3 

 

Bureaucratic corporations with a high degree of formalisation, specialization, 

standardization, centralization, and low flexibility hence foster specific and activities 

examples of which are given in Table 3. 
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Table 3 Characteristics of a Bureaucratic Company 

Dimensions Characteristic Activities 

High degree of 

formalization 

These documents are extensively written down: 

 Organization chart, job descriptions, operating instructions and 

workflow, staff manual, formal empowerment guidelines, 

agenda and minutes for company meetings, publications about 

company values, culture, mission, history, development, and 

future plans 

High degree of 

specialization 

Extensive departmentalization is found and the role of each 

department is specialized. 

High degree of 

standardization 

Wide adoption of standard rules and procedures for budgeting, 

recruitment and dismissal, remuneration and promotion, 

performance appraisal, reporting, and procurement and sourcing. 

Configuration 

of machine 

bureaucracy 

The management chain of command is long, supervisors have 

limited span of control, significant percentage of specialized or 

support personnel. 

Low flexibility Slow change in organizational structure with regard to 

environmental changes. 

Source: Adapted from Pugh and Hickson (1976) 

 

The Aston Group found that organizations could only be controlled by personal 

interaction to a certain stage, and they inevitably became more structured when they 

grew. Pugh et al. (1968) point out that increase in company size lead to larger extent of 

specialization of roles and functions, higher degree of formalization of documentation, 

greater scale of standardization of procedures and rule, while less centralization of 

authority. Such a finding has supported studies into the optimum organizational 

structure consistent with a particular context. Thus, the literature suggests that control 

mechanisms should be consistent with a specific organizational structure.  

 

According to Mintzberg (1979b), particular coordinating mechanisms and contingency 

factors could contribute to the development of different structural design (Table 4). 

Mintzberg’s (1993) model introduces five different structural configurations: simple 
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structure, machine bureaucracy, divisionalized form, professional bureaucracy, and 

adhocracy. Control mechanisms can be expected to modify if an enterprise undertakes 

structural changes in adapting to its environmental setting. 

 

Further, given the degree of influence that contextual factors have on organizational 

structure, Mintzberg (1979b, 1989) and Drucker (1999) propose that a particular 

organizational structure may be appropriate in certain conditions at certain times, and it 

transits, adjusts and adapts itself to suit the changing environment. Siggelkow and 

Levinthal (2002, p.3) similarly suggest, “a sequence of different organizational 

structures can generate advantages for a firm that no distinct, fixed organizational 

structure can create by itself”. This ongoing transitional process brings about the 

development of structural hybrids (Davis and Weckler, 1996). 

 

Table 4 Structural Configurations 

Configuration Simple 

Structure 

Machine 

Bureaucracy 

Divisionalized 

Form 

Professional 

Bureaucracy 

Adhocracy 

Coordinating 

mechanism 

 

Direct 

supervision 

Standardizing 

processes 

Standardizing 

output  

Standardizing 

skills 

Mutual 

adjustment 

Contingency 

factors 

Dynamic 

environment 

Stable 

environment 

Preferably stable 

environment 

Stable 

environment 

Dynamic 

environment  

 Easy to 

comprehend 

necessary 

knowledge 

Easy to 

comprehend 

necessary 

knowledge 

Necessary 

knowledge 

preferably easy 

to comprehend 

Not easy to 

comprehend 

necessary 

knowledge 

Not easy to 

comprehend 

necessary 

knowledge 

 Young Old Old Age varies In general not 

old 

 Small  Large Large Size varies Size varies 

 Small number 

of product- 

market 

combinations  

Small number 

of product- 

market 

combinations 

Several 

product-market 

combinations 

Often several 

product-marke

t combinations 

Number of 

product- 

market 

combinations 

varies 
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Source: Mintzberg (1993) 

 

Another type of control configuration in Ouchi’s (1979) model is clan control which is a 

form of organic control incorporating the dimension of organizational culture. Ouchi 

(1979, 1980) posits that organic control relies upon social values, traditions, shared 

beliefs, flexible authority, and trust to assess performance and correct unacceptable 

deviations in sharp contrast to bureaucratic control.  

 

Organic control achieves its goals through underpinning an organization’s culture and 

attaining goal congruence (Schlesinger and Balzer, 1985) by cultivating commitment 

within cohesive groups (Branch, 2002). Strong organizational culture is implicit in 

organic control in directing and motivating employees’ performance on the road to 

organizational objectives. Through a series of the socialization and reinforcement 

processes, organizational culture fosters a common set of expectations among workers 

to ensure that their personal goals align with organizational goals (Ouchi, 1979). This 

sort of control engages employees and elicits their feeling, sentiment and emotion 

(Branch, 2002); for that reason, organizational culture is a significant ingredient in the 

organic control mechanism.  

 

Ouchi (1979) refers a clan is a group of people in an organization possessing strong 

cultural values which negate the application of external control forces. They not only 

acknowledge but also agree to the collective goals, values, and expectations of the 

organization. Clans hence involve strict screening process of members and usually 

require promotion from within and/or long-term employment (Daft, 1998). The findings 

of the Mayo’s Human Relations research support that the workers’ social capacity 

determines organizational efficiency and rationality, and workers react to management 



35 

 

and its norms and rewards as members of a group. Cohesive groups could apply 

powerful influence on members’ behaviour.  

 

Moreover, organic control applies Maslow’s (1970) Hierarchy of Needs in motivating 

employees. Employees can become motivated by meeting certain targets set by their 

organizations in the course of self-actualization. When organizations develop their 

control mechanisms with formal distribution of rewards and sanctions, employees, 

particularly those highly devoted ones, have willpower to regulate their own behaviours 

and performance consistent with organizational rules, norms, expectations and goals. 

  

Thus, organic control reflects the strength of organizational culture, social norms, group 

collectivity and clan formation. The communication of corporate values, development 

of organizational culture and commitment and perception of employees to them show 

the extent to which organic control has been adopted. The formation of clans, turnover 

rate and length of service of employees provide similar indications. 

 

Despite the broad popularity of Ouchi’s control studies in the 1970s and 1980s (Ouchi, 

1979, 1980, 1981; Ouchi and Jaeger, 1978; Ouchi and Johnson, 1978), Miller (1986) 

has explored several of its limitations: too high level of generality, a relatively limited 

scope of definite elements, and a high degree of rigidity connected with various ideal 

types that eliminate normal empirical dissimilarity (Miller, 1986). Much subsequent 

investigations have been conducted to narrow the gaps. 

  

2.2.2 Control Elements Research 

 

Control elements research has influenced more recent work on organizational control 
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studies which takes a more molecular perspective (Cardinal et al., 2002; Long et al., 

2003; Snell, 1992). The target control mechanism refers to the particular process by 

which individual actions are regulated (Cardinal et al., 2002) and is categorized as input, 

process, and output control based on its control target (see Figure 1). 

 

Figure 1 Control Targets Mechanism 

 

Source: Adapted from Cardinal et al. (2002) 

 

Input control refers to how resources, including both material and human, are selected, 

prepared and equipped through training for function in work activities (Schein, 1984, 

1986a, 1986b; VanMaanen and Barley, 1984), or by choosing providers, equipment and 

raw materials for the production process (Snell, 1992). Process control attends to the 

control when activity is on-going while output control provides feedback on completion 

of an activity.  

 

The feedback function in organizational control is central to the adaptation process. As 

indicated in Figure 2, organizational control is a learning tool to ensure the attainment 

of planned activities and to align behaviour to pre-determined standards (Merchant and 

Van Der Stede, 2007). The feedback loop works in three steps: measuring actual 

performance, comparing actual performance against a benchmark, and taking corrective 

management action. In setting standards, the objectivity of the measurement and the 

person who measures and compares the performance are important. Measuring and 

Input Process Output 

Input control forecast 

problems before they happen 

Process control corrects 

problems as they occur 

Output control 

rectifies problems 

after they occur 
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comparing can be undertaken by a person or even an automated system. Finally, taking 

corrective actions by modifying objectives, standards, plans, etc., must follow and can 

involve penalizing under-performing employees. 

 

 

Figure 2 Organizational Control as a Feedback Loop 

 

Source: Adapted from Cardinal et al. (2002) 

 

 

Some popular output targets include profits, sales, customer satisfaction levels and 

production volumes, etc. which can be easily quantified and measured and such 

feedback reflects the effectiveness of controlling for future planning activities (Malmi 

and Brown, 2008). Target control mechanism has been utilized extensively to link to 

profits and cost analysis to accounting sub-systems such as cost centers/profits centers 

and inventory control system (Dent and Ezzamel, 1995). Some management 

information systems, performance management systems and quality control systems 

also adopt output control and formal feedback mechanisms to detect any behavioural or 

performance deviations in employees. Examples are the Balanced Scorecard (Kaplan 

and Norton, 2001) and Performance Prism (Neely and Adams, 2001). 

  

To control organizational performance, Salaman, Storey and Billsberry (2005) identify 

Organizational 

Control 
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two underlying theories, Locke’s (1968) Goal Setting Theory and Vroom’s (1964) 

Expectancy Theory. The former perceives that focusing on a well-defined goal 

motivates high performance levels. Expectancy theory postulates that an employee  

tends to work harder if the extra effort leads to desired outcomes; if an employee 

expects his/her performance will generate the valued rewards, his motivation will likely 

be reinforced (Lawler and Jenkins, 1992). These theories shape the design of reward 

systems as managers understand employee decision-making on diverse behavioural 

choices directing their efforts to the desired performance levels (Bénabou and Tirole, 

2003). 

 

Control elements research is proposed to have links with typologies of control 

(Eisenhardt, 1989). Organic and bureaucratic control mechanisms are techniques in 

capitalistic enterprises to improve workers’ performance and are relevant to input 

control and process control, respectively (Eisenhardt, 1989). However, Cardinal et al. 

(2002) urge that these linkages should not be considered as a holistic approach and the 

two diverse streams of control research can be said to be complementary. 

 

2.2.3 Formal and Informal Control 

 

Formal Control and Organizational Structure 

Formal control can be linked to Jensen and Meckling’s (1976) theory that control 

systems can regulate the agency relationships between the principal and the agent in a 

business. Assuming utility maximization, principals exercise formal control through 

contractual obligations and formal organizational mechanisms (Dekker, 2004). 

Formalized control procedures include planning, budgeting, performance reporting and 

reward setting, etc., (Simons, 1995) but which Ouchi (1977) argues are appropriate in a 
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stable environment supporting the measurement of behaviour which can be standardized 

into routines.  

 

Organizational structure, as a major mechanism of formal control, has two essential 

functions: controlling and coordinating activities (Burns and Stalker, 1961; Child, 1974; 

Mintzberg, 1979a; Weber, 1947). While organizational structure has diverse forms, 

O'Neill, Beauvais and Scholl (2001) believe that decision making is most significant as, 

when control and coordination issues surface, organizations tend to modify existing 

mechanisms or develop new ones through the division of labour, power, communication, 

work processes and skills. Thus organizational structure can be adapted to the extent 

these mechanisms are introduced to control members’ behaviour.  

 

As organizations can be designed and structured in various ways, studies have been 

preoccupied with what is the most effective model. Studies by Weber (1947) on 

bureaucratic structures and Burns and Stalker’s (1961) mechanistic and organic 

structures have examined organizational structure in a globalized context and the 

attendant increased complexity of managing resources, tasks and people, leading to a 

typology including functional, divisional, team-based, matrix and networked designs 

(McShane and Von Glinow, 2010). Aligned with this has been the development of 

control theories and contingency-based control affected by specific environmental 

contexts. The sections below discuss these aspects in more detail. 

 

Reward System as Control 

To Anthony and Govindarajan (2004), strategies to motivate managers and employees 

have developed into compensation or reward systems. While some individuals are more 

motivated by rewards than punishment, others are driven by what are of importance to 
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them, intrinsically or extrinsically. Apart from these control techniques, to Armesh, 

Salarzehi and Kord (2010), effective control systems must cover managerial practices 

fostering employee collaboration and creativity in identifying and developing business 

opportunities. 

 

Employees can, thus, be motivated by challenges and can face considerable risks 

(Spector, 2003) if commensurate rewards follow the attainment of targets. This is 

goal-oriented behaviour (Locke, 1968) underlying goal setting theory which emphasises 

goal attainability for employee motivation. Controlling and influencing employees’ 

behaviour is contingent on the application of appropriate intrinsic or extrinsic 

motivators. However, Anthony and Young (1999) assert that managerial control 

systems are akin to working in a black box as managers’ decisions and behaviours are 

not rational. 

 

Informal Control 

Informal control, on the contrary, is socio-ideological in nature and impact behaviour 

indirectly (Alvesson and Kärreman, 2004). Informal control is similar to clan control 

(Ouchi, 1979) and personnel control and cultural control (Merchant and Van der Stede, 

2007) as it concerns the implicit knowledge governing employee behaviour in specific 

situations (Falkenberg and Herremans, 1995). Researchers see informal control 

mechanisms differently: Anthony and Govindarajan (2004) separate it from work ethics, 

internal control processes, culture and management style while Marschan (1996) 

perceives it according to their attributes, personal relationships and corporate culture. 

Organizational culture is considered to be the most significant internal control 

mechanism (Alvesson and Kärreman, 2004; Anthony and Govindarajan, 2004).  
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Organizational culture is a control mechanism as it is a building block in an 

organizational design, representing a symbolic management, a diagnostic instrument 

and a “paradigmatic concept” (Alvesson, 2002, p. 19). Culture is an organizational 

mechanism to direct and modify behaviours. To Kunda (1992), a strong organizational 

culture can substitute formal controls as it influences and impacts an organization 

holistically. As an informal control mechanism, Falkenberg and Herremans (1995) 

assert that organizational culture is dominant in an unstable environment when routine 

behaviours are avoided, process is difficult to monitor and employees’ output cannot be 

measured.  

 

However, informal control is challenging to explicitly design; it can be shaped and 

influenced by multiple activities including frequent interactions, meetings, codes of 

conduct, senior management attitudes and style, rituals and other everyday policies 

embedded in organizational culture (Langfield-Smith, 1997).  Informal controls aim at 

influencing the minds of organizational members through norms, emotions, beliefs and 

values (Alvesson and Karreman, 2004). Yet, Langfield-Smith (1997) states that the 

ambiguous nature of informal control confounds its understanding by organizational 

members. 

 

Ideally, informal control systems can make formal control system more effective when 

embedded in the latter (Alvesson and Kärreman, 2004; Falkenberg and Herremans, 

1995).But, often managers fail to recognize their relative potential strengths. For 

instance, formal control may undermine trust which is essential in informal control (Das 

and Teng, 2001) while Ouchi (1980) believes that, when there are ambiguous priorities 

or conflicting meanings, managers have to develop goals and norms to replace explicit 

rules to exploit the potential of both systems. 
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In brief, formal control systems are widespread in modern organizations enabled by 

technologies that integrate and use information for planning and control in various ways. 

However, conventional control systems are insufficient to achieve organizational 

efficiency and require informal control systems based on mutual trust between 

managers and workers, especially in a globalized environment. 

 

2.2.4 Contingency-based Research on Control 

 

Contingency-based research on organizational control systems identifies the key 

organizational attributes linked to control mechanisms, including firm size, 

organizational structure, strategy, technology or culture (Chenhall, 2003; Donaldson, 

2001). Daft (1998) adds that different contingencies favour varying control mechanisms 

although their source (internal or external) must also be considered. Figure 3 illustrates 

a contingency model of control by Daft (1998) reinforced Glueck’s (1980) proposition 

that, while all organization forms are functional, the key is to match the organization 

form with the environmental characteristics. This makes more complex the challenge of 

designing the optimal control systems for specific organizations.  

 

While contingency theory contributes to the diversity of organizational forms in diverse 

technological and task environments, the determinants of organizational design is 

variously interpreted by organizational actors (Daft and Weick, 1984), ignoring, also, 

the influence of such factors as managerial choice (Child, 1972; 1997) or institutional 

pressures (Powell and DiMaggio, 1991). Additionally, Simons (1990) also argues that 

while the controls might appear to be similar in different organizations, they might be 

utilized divergently. Nevertheless, it is incontrovertible that multiple contingent factors 
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impact organizational evolution. The following section explores culture’s significance 

as a contingent determinant of control mechanisms. 

 

Figure 3 Contingency Model for Organizational Control 

 

Contingencies 

Routine technology, stable 

environment, large size, Functional 

structure 

                              ↓ 

 

Bureaucratic Control 

(including four organizational control subsystems) 

Clan control also possible in uncertain areas  

(top management, R&D) 

Clan Control                             Market Control 

Bureaucratic control also              Bureaucratic or clan control 

possible, especially for routine        also possible within 

departments                   profit centres 

 

↗                              ↖ 

 

 

 

 

 

Source: Daft (1998) 

 

 

2.2.5 Cultural Lever of Control 

 

The relevance of the strategic perspective in studying control is underscored by the 

contemporary increasingly turbulent environment of globalized markets (Otley, 1994, 

2003; Ferreira and Otley, 2003, 2005, 2006, 2009; Simons, 1995, 2000; Adebayo, 2007). 

Simons (2000, pp.213-215) interprets strategic uncertainties as “the emerging threats 

Contingencies 

Non-routine technology, unstable 

environment, small size,  

horizontal structure 

Contingencies 

Outputs that can be priced, 

environmental, price competition,  

any size, product structure 
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and opportunities that could invalidate the assumptions upon which the current business 

strategy is based…and [they] relate to changes in competitive dynamics and internal 

competencies that must be understood if the business is to successfully adapt over time”. 

Clearly, changing strategies enable the adaptation of control mechanisms. 

 

Simons’ ‘lever-of-control’ framework, suggested by Otley (2003, p.317), is a useful and 

broad one providing “a complete picture of wide range of possible controls”.  Simons 

(1994, 1995, 2000) favours ‘management control’ over ‘organizational control’ 

describing it as “the formal, information-based routines and procedures managers use to 

maintain or alter patterns in organizational activities” (Simons, 1995, p.5). The 

framework includes four levers of control: beliefs systems, boundary systems, 

diagnostic control systems and interactive control systems whose definitions are 

summarized in Table 5. 

 

The belief system underpinning a specific organizational culture can be construed as 

lever of control. The belief system links core values to business strategy and encourages 

organizational members to commit themselves to organizational goals (Simon, 1995). It 

empowers and motivates employees to contribute and links their latent potential to 

organizational vision, mission and strategic goals (Scheytt and Soin, 2005). This 

assumes that managers can exercise control by conceptualizing vision, mission, 

objectives and goals. It is pertinent to note that, similar to Scheytt and Soin (2005), as 

belief systems promote control from the point of recruitment and selection, it is a 

powerful mechanism directing individuals’ behaviours. Nevertheless, the cultural lever 

of control is limited by the culture construct which is “a fixed set of explicitly defined 

values and beliefs that can be deliberately changed” (Scheytt and Soin, 2005, p.197).  
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Table 5 Meanings of the Four Levers of Control 

Levers Meanings  

Beliefs systems “Formal systems used by top managers to define, communicate, 

and reinforce the basic values, purpose, and direction for the 

organization. Beliefs systems are created and communicated 

through formal documents such as credos, mission statements, 

and statements of purpose” (Simons, 1994, p.170). 

Boundary 

systems 

“Formal systems used by top managers to establish explicit 

limits and rules which must be respected” (Simons, 1994, 

p.177). Boundary systems are created through codes of business 

conduct, strategic planning systems, and operating directives 

provided to business managers” (Simons, 1994, p.170). 

Diagnostic 

Control Systems 

The formal information systems that managers use to monitor 

organizational outcomes and correct deviations from pre-set 

standards of performance (Simons, 1994, 1995, 2000). 

Interactive 

control systems 

This lever “stimulate search and learning, allowing new 

strategies to emerge” It is used to “build internal pressure to 

break out of narrow search routines, stimulate opportunity 

seeking, and encourage the emergence of new strategic 

initiatives” and “…innovation” (Simons, 1995, p.91-93, 101). 

Source: Simons (1994, 1995, 2000) 

 

Despite its potential weaknesses, Simons’ framework is a significant contribution to 

control adaptation, particularly interactive control systems. Simons (2000, pp.220-221) 

states that a key strength of the interactive control lever is to “generate new action plans 

to adjust emerging strategy on a real-time basis”. However, the value of the interactive 

control lever lies in continuous and organization-wide management-employee 

communication particularly during periods of environmental turbulence. Five attributes 

of the implementation of interactive control systems include: 1) an intensive use by top 

management, 2) an intensive use by operating managers, 3) a pervasiveness of 

face-to-face challenges and debates, 4) a focus on strategic uncertainties, and 5) a 
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non-invasive, facilitating and inspirational involvement (Bisbe Bastia-Foguet and 

Chenhall, 2007, p.8). To avoid issues like information overload, excessive paperwork, 

cost, threats or embarrassment to subordinates, careful adoption of this lever of 

organizational control is needed.  

 

The three-dimension grid of Ponssard and Saulpic (2006) provides a useful model to 

operationalize interactive control system; its three dimensions are involvement of 

management (distant versus intensive), compensation systems (formula-based versus 

contribution-based) and customization tools (specified versus generic). 

 

Another lever of control is the diagnostic control system to complement the interactive 

control systems but applied differently (Berry et al., 2005). According to Simons (1995, 

2000) and Kober et al. (2007), the former serves the traditional feedback role control 

system and monitors the achievement of pre-established organizational goals, while the 

latter is used in corporate strategy formation and implementation in responding to 

potential changes in the external environment. Simons (1995) also suggests that profit 

plans and budgets are the most prevalent diagnostic control mechanisms use currently.  

 

Other researchers have studied the concept of psychological ownership and employees’ 

own identity of work in relation to organizational control (Avey, Avolio, Crossley and 

Luthans, 2009; Pierce et al., 2004; Mayhew et al., 2007; O’Driscoll et al., 2006; Sieger, 

Bernhard and Frey, 2010). Pierce et al. (2004, p.510) defined psychological ownership 

as “the state in which individuals feel as though the target of ownership or a piece of 

that target is ‘theirs’”.  This is illustrated in the findings of Pierce et al. (2004) that 

psychological ownership contributes to the development of organizational commitment, 

satisfaction, involvement, integration, and organizational citizenship behaviors. From a 



47 

 

cultural perspective, building psychological ownership would strengthen organizational 

culture to align employees’ behaviors with organizational goals and enable 

organizational control. These factors are associated with a high degree of employee 

perceived control and  foster psychological ownership through: i) a routine-free 

technological structure, which allow flexible work practices, participative decision 

making; ii) a highly autonomous job design; and iii) participative decision making. Park, 

Jack and Arbuckle (2009) similarly postulate that including employees’ self-serving 

attribution in their jobs can enhance their work identification and organizational 

commitment. O’Driscoll et al. (2006) in not subscribing to the notion of a control 

strategy characterized by hierarchical organizational decision making processes and low 

decisional control at the job level, advocate controlling employees through employee 

work identity and commitment. In their study on the individual-organization links, 

O’Driscoll et al. (2006) found that employee’s affective, motivational, and behavioural 

responses are positively linked to a relatively unstructured work environment.  

 

Nevertheless, as pointed out by Gomez-Mejia and Balkin (1992) and Armstrong (2006), 

the “carrot and stick” control approach can be applied to control and motivate 

employees’ work performance. Eisenhardt (1985) applies agency theory to the 

manager-worker relationship and states that fixed wages may induce employees to 

avoid their responsibilities thus affecting their control.  Hence, managers must explore 

approaches to control employees’ activities by applying specific performance 

management objectives and mechanisms (Brudan, 2010).  

 

In spite of these arguments, if control systems are not designed and applied properly, 

they not only limit their potential for improving performance but generate undesirable 

tensions between managers and employees. 
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2.3 Relationships between Organizational Control and Globalization 

 

2.3.1 Globalization Initiatives 

 

From a sociological perspective, Waters (1995, p.3) defines globalization as “a social 

process in which the constraints of geography on social and cultural arrangements 

recede and in which people become increasingly aware that they are receding”. The 

OECD (1994, p.28) regards economic globalization as “an evolving pattern of 

cross-border activities of firms involving international investment, trade, and 

collaboration for purposes of product development, production and sourcing, and 

marketing”. Globalization has a wide scope of meanings from different perspectives, 

but there are similarities.  

 

Globalization can be viewed from a diffusion perspective: Mikl-Horke (2002) perceives 

globalization as the diffusion of management innovations to develop innovative skills 

and attitudes to enhance organizational efficiency. Also, globalization relates to the 

diffusion of culture which can lead to the creation of innovative and locally diverse 

phenomena.  

 

Globalization generally reflects the potential diversity of linkages and interconnections 

among nations (McGrew, 1998). Since the 1980s and 1990s, communication and 

transportation technology innovations have diminished physical and cultural distances 

among nations. Factors of production like labour, capital, technology, information, and 

know-how are not limited by international borders (Busch, 2000). Global markets are 

characterized by uncertainty and dynamic change, intense competition, technological 

innovations and a turbulent and unpredictable environment. Economic globalization 
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encourages competition, specialization, rightsizing and the mobility and optimal 

allocation of resources.  

 

From an anthropological view, globalization symbolizes instability and uncertainty and 

the unleashing of the divergent forces of homogenization and differentiation (Jensen 

and Szulanski, 2004). Driven by the force of homogenization, organizations can strive 

for cost efficiencies in an interdependent and integrated global market characterized by 

the international flows of people, goods, capital, technology, information and services. 

On the other the hand, the force of differentiation moves in another opposing direction 

and underscores the demand for responsiveness to local or domestic customers and 

markets (Reschke and Kraus, 2009). These contradictory processes enable globalization 

to represent both opportunities and threats that challenge the traditional operational 

paradigms of organizations. 

  

2.3.2 Homogenization and Differentiation Forces Imposing Changes 

 

These globalization forces have imposed significant pressure on cultural change in 

organizations (Naor, Linderman and Schroeder, 2010; Prasad and Prasad, 2007; Radovic 

Markovic, 2008). Organizations, to sustain competitiveness, homogenize work 

procedures and practices to attain economies of scale, cost efficiencies, better 

time-to-market and higher productivity levels (Amabile, Hadley and Kramer, 2002; 

Barlett and Ghoshal, 1992; Miron, Erez and Naveh, 2004). The forces of 

homogenization foster a more performance-oriented and quality-oriented culture in 

organizations (Erez and Shokef, 2008). Less visible organizational boundaries and 

broader individual autonomy often pressure companies to value an innovative culture 
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and the need to transform although tensions, conflicts and resistance can be anticipated 

(Kilduff and Dougherty, 2000; Miron et al., 2004; Reschke and Kraus, 2009).  

 

Cultural globalization can progressively dilute local cultural attributes and lead to a 

convergence of diverse cultures such as the Westernization or Americanization of 

consumer tastes and behaviours (Beck, 2000; Berger, 2002). The pressures driving 

global integration enable international labour migration leading to a clash of cultural 

practices, traditions and beliefs in many regions and countries (Pieterse, 2004; Prasad 

and Prasad, 2007). Absolute homogenization is unlikely if not impossible as cultural 

convergence is primarily a process of cultural hybridization (Appadurai, 1996; Pieterse, 

2004). These pressures for change together with the prevalent uncertainties inevitably 

confront and challenge organizational work culture and control and push businesses to 

adapt.  

 

Although global integration can be beneficial, homogenization strategies tend to 

downplay and ignore the corresponding advantages of maintaining cultural diversity 

and local responsiveness (Erez and Shokef, 2008; Jones, 2002; Prasad and Prasad, 2007; 

Reschke and Kraus, 2009). Global-local tensions exist as product markets recognize the 

demand for degrees of customization among countries (Jones, 2002). Such a powerful 

market  force for product differentiation strongly influences a customer-oriented work 

culture defined to what degree an organization prioritizes customer satisfaction; this 

orientation illustrates whether organizations are culturally sensitive and offer the “right” 

products and services according to local specifications, tastes and preferences (Jones, 

1998; Erez and Shokef, 2008). 

 

Such continuing processes and dynamics carry far-reaching implications for businesses 
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and management. It not only creates a multicultural work culture (Beret, Mendez, 

Paraponaris and Richez-Battesti, 2003), but impact on diverse organizational controls 

and systems including human resource management (HRM) systems. Thus, 

globally-relevant work practices cannot ignore or discount cultural hybridity and the 

institutional contexts of local communities (Kondra and Hurst, 2009; Prasad and Prasad, 

2007; Scott, 2001). This surfaces the imperative  for differentiation and national 

divergences which organizations must creatively adapt to  balancing standardized 

global practices, rewards and opportunities with local requirements to reduce workplace 

tensions and problems (Beret et al., 2003; Prasad and Prasad, 2007; Radovic Markovic, 

2008). 

 

Although SMEs, unlike multinational or transnational corporations, tend to have a more 

stable organizational culture, they do not necessarily face fewer tensions than the large 

enterprises. They have greater difficulties in adapting to new challenges and situations 

due to resource, knowledge and experience constraints (Radovic Markovic, 2008; 

Recklies, 2005). In view of the diverse forces forcing organizational change, this thesis 

posits that cross-cultural adaptation by SMEs is inevitable.  

 

2.3.3 Hybrid Capitalism and Adaptation Drivers 

 

The forces of homogenization and differentiation imposed by globalization leads to the 

emergence of the concept of hybrid capitalism in global markets (Held, McGrew, 

Goldblatt, and Perraton, 1999; Dicken, 2003; and Yeung, 2004) in which occurs an 

unstable co-existence of the forces of integration and exclusion (Yeung, 2004). While 

the convergent force accelerates global integration and interdependence, the divergent 

force of differentiation increasingly demands customization by Chinese companies 

(Yeung, 1998, 2000). The global business landscape is undergoing a continuing process 
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of transformation and re-structuring with the rise of China as a global political and 

economic power and the trauma of the US and EU financial and economic crises, 

creating new formats of hybrid capitalism in business organizations (Yeung, 2006). 

These emerging formats of hybrid capitalism resemble neither Chinese capitalism nor 

global capitalism but appear in a continuum (Graham, 1996; Yeung, 2004). This process 

of business hybridization is becoming increasingly evident among the indigenous firms 

in Hong Kong which Redding (1997, p. 112) has extensively explored: 

“It is a combination of a Western derived infrastructure providing order, the 

existence of which then permits the Chinese business sector to get on peacefully 

with its activities in its own way undisturbed…A relatively new and inevitable 

feature is the growth of borrowing by the Chinese system from the Western. 

This borrowing to create a new and much more experimental organizational 

hybrid occurs in two fields, finance and management” (p.112). 

 

 

Figure 4 The Societal Transformation of Cultural Traditions with Hong Kong 

Influences 

Source: Redding (1997), p.11 
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Figure 4 illustrates the societal transformation emerging from such a hybrid ideology in 

Hong Kong and reflects the on-going creation and re-ordering of organizations in the 

modernization process. The concept of hybrid capitalism symbolizes the multiple 

interfaces between Chinese management and Western management in the Hong Kong 

SMEs investigated in this thesis.  

 

The emergence of hybrid capitalism indicates that Chinese firms in Hong Kong are 

operating in an open system. Adapting to internal and external stimuli, Yeung (2004) 

and Redding (2000) have researched how Chinese family firms learn how to grow while 

retaining traditional values in the evolution to modern forms of Chinese capitalism. 

Whitley (1992) explains this phenomenon thus: 

“[T]he open nature of social systems means that markets and firms can change 

as the result of learning and altered perceptions thus modifying the efficacy of 

previously successful structures and practices...Social systems are open 

because they can develop emergent properties and powers as a result of 

reinterpretations of social and material realities which alter the nature of the 

social world. The meaningful and concept-dependent nature of social relations 

and institutions means that internal learning and changing perceptions as a 

result of external events can alter significantly and system outcomes become 

quite different. Thus, when enough people in an organizational change their 

perception of what is going on and redefine its nature, its structure and 

procedures will alter.” (pp.5-6) 

 

The concept of adaptation to increasingly volatile environments engendered by  

globalization is perceived by Tomlinson (1967, p.533) as “the ability of an organization 

to change itself, or the way in which it behaves in order to survive in the face of external 

changes which were not predicted in any precise way when the organization was 

designed”. Similarly, adaptation is understood as a process of fit or adjustment between 

the organization and its environment (McGrew, 1998). In this research, organizational 



54 

 

control adaptation implies that this mechanism is transformed to enable its compatibility 

with emerging environmental conditions. It is assumed that the greater the amplitude of 

environmental uncertainty, the greater the motivation for managers to seek a variety of 

adaptation strategies. 

 

2.3.4 Theories about Adaptation 

 

There are two major theories concerned with the organization-environment link: 

contingency theory and organizational theory, which are reviewed below. 

 

Contingency theory is concerned with the impact of environmental pressure on 

organizational survival. The studies of Burns and Stalker (1961, p. 21) demonstrate how 

organizational design and structure continually adapt and adjust, stressing that “Very 

often, the environment of the person or organization itself changing, so that even to 

maintain the same degree of fitness for survival, people and institutions may have to 

change their ways”. The authors postulate that the adaptation process is highly 

contingent on top management’s environmental scanning competencies and the design 

of appropriate strategies.  

 

The theory also argues that the extent of environmental uncertainty is an important 

factor determining its impact on organizations (Blau and Meyer, 1987) while Lawrence 

and Lorsch (1967) perceive that the environment-organizational structure fit affects 

business performance. Thus, contingency theory dispenses with the expectation that 

there is an optimal way to organize as the outcome is dependent on structural adaptation 

at any specific point in time (Blau and Meyer, 1987). 

 

There are three main fit-oriented contingency approaches: 1) selection approach; 2) 
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interaction approach, and 3) systems approach (Meyer, Tsui and Hinings, 1993; Van de 

Ven and Drazin, 1985; Venkatraman and Prescott, 1990). The selection approach 

assumes a fit between context and structure. Interaction and systems approaches 

consider performance as an outcome of the context-structure equation whereas the 

systems approach adopts a more holistic view and focuses on internal consistency 

defined from multiple perspectives. All three approaches, however, have both strengths 

and weaknesses. Table 6 presents the key features of the three fit-oriented approaches. 

 

Nonetheless, contingency theory is criticized because of its failure in explaining how 

internal organizational factors influencing the adaptive processes (Hatum, 2007). 

Moreover, it does not explain the role and ability of management in influencing 

decision making and strategic choice (Child, 1974). As a result, organizational theory is 

discussed to fill these gaps. 

 

Organizational theory is less rigid in analysing the organization-environment 

relationship (Child, 1974) but extends contingency theory by considering how such 

internal organizational factors as social and cultural dimensions influence the adaptation 

process. As organizations have goals, hierarchy, rules and values, Fligstein (2001, p.122) 

views organizational theory’s orientation to “how the internal organizational structure 

works to motivate participants and produce outcomes consistent with the goals of those 

who control the organization”, with the ultimate objective of ensuring organizational 

survival. 

 

Ecological theories generally analyze how environmental conditions differently shape 

the organizational population theoretically and empirically (Weibler, 2001). Population 

ecology theory by Carroll and Teo (1996) and organizational ecology theory (Barnett, 
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1997; Silverman and Baum, 2002) propose that organizations adapt according to the 

specific conditions that they face. These studies also shed light on a variety of 

unsustainable organizational practices and strategies that may be created by ecological 

pressures (Weibler, 2001).  

 

Table 6 Major Fit-oriented Approaches of Contingency Theory 

 

Source: Wagner (2001, p.95) 

 

To Child (1974), Meyer and Rowan (1977) and Hrebiniak and Joyce (1985), 

organizations can “enact” the environment and not just be influenced by environmental 

forces. Managers make strategic choices (Child, 1974) in responding to environmental 

phenomena by developing favorable linkages with external agents in an adaptation 

process (Tuomela, 2005). This research thus attempts to study the adaptation of 

organizational control mechanisms in Hong Kong SMEs by adopting the perspective of 

Pettigrew and Whipp (1991) that there are internal and external aspects of the context in 
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which the ideas for adaptation emerge. The former refers to the social, political, 

economic and competitive context in which the organization operates while the latter is 

concerned with organizational structure, culture and politics. In line with Fligstien 

(2001), adaptation is the outcome of the interface between the external context 

(environment) and internal context (managerial choice). 

 

Organizational inertia inhibits the process of organizational adaptation. Researchers 

such as Hannan and Freeman (1984) and Miller and Chen (1994) argue that 

organizations are primarily inert affecting their ability to adapt to environmental threats 

or opportunities while bureaucracy reduces the strength of their responses to 

environmental change (Miller and Chen, 1994).  

 

Miller and Chen (1994) adopt a different perception about organizational and 

competitive inertia in adapting to changing environmental conditions. In their case 

study of 32 U.S. domestic airlines, competitive inertia or the inability to meet 

competitor’s strategies can be traced to the unwillingness of managers to adopt 

defensive or other appropriate strategies. 

 

Sull (1999) offers insights into the factors causing company failure to adapt 

appropriately: strategic frames, processes, relationships and values. Poor strategic 

frames or perspectives hinder effective assessments of competitors, customer and 

business strategies. When processes are routinized, adaptation is constrained (Szulanski 

and Jensen, 2006). Habitual relationships between customers and suppliers may limit 

organizational practices and reduce the motivation to innovate and adapt. Basically, 

strategic change and adaptation require a fundamental re-examination of the ground 

rules, values and principles developed over a period of time and governing 
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organizational operations. 

 

2.3.5 Summary 

 

Globalization generates the opposing forces of homogenization and differentiation. 

Homogenization alludes to the evolution of an integrated and interdependent world 

economy enabling the global flows of people, goods, capital, technology, information 

and services (Yeung, 2004). Differentiation, on the other hand, pertains to the increasing 

demand for localization and customization among Chinese companies. A phenomenon 

identified by Redding (2000) and Yeung (2004) relates to companies tending to retain 

their local embeddedness as a key source of competitive advantage in the global market 

thus giving rise to the concept of hybrid capitalism (Graham, 1996; Yeung, 2004). 

Given that capitalism implies organizational management and control (Tannenbaum, 

1968), hybrid capitalism leads to and involves adaptation of organizational control 

mechanisms. Such adaptation arises not only because of the intensified competition but 

the greater scope of cross-cultural interactions. Societal culture, an environmental factor 

affecting the mode and mechanisms of organizational control, itself undergoes changes 

under globalization. 

 

Additionally, adaptive processes in an open system (Thompson, 1967) require managers 

to constantly plan, adjust, and correct strategies during and after implementation and 

execution. According to Lowe (1971, p.5), organizational control is “a system of 

organizational information seeking and gathering, accountability, and feedback designed 

to ensure that the enterprise adapts to changes in its substantive environment”. This 

implies that organizational control can help (and hinder) the adaptation process. 
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2.4 Interplay between Culture and Organizational Control 

 

2.4.1Culture 

 

Many researchers define culture as a pattern of sharing of assumptions (Child and 

Kieser, 1979; Schein, 1984, 1985, 1986a, 1986b), meanings (Sathe, 1983; Wilkins and 

Ouchi, 1983), or values, beliefs and norms (Hampden-Turner, 1990; Jones and Johnson, 

1988) or a combination of various components. Schein’s definition (1985, p.247) is 

often cited in many studies,  

“A pattern of shared basic assumptions invented, discovered, or developed by a 

given group, as it learns to cope with its problems of external adaptation and 

internal integration, that has worked well enough to be considered valid, and 

therefore, is to be taught to new members of the group as the correct way to 

perceive, think, and feel in relation to those problems”.  

 

There are three basic components of culture at different levels of visibility. Schein 

(1986a): “artifacts and creation” which are visible but not easily understood such as 

technology, visible or audible behaviour patterns. Values constitute the second level that 

governs behaviour which are more apparent and visible. At the third level lies the basic 

assumptions which are invisible, taken-for-granted and located in the deep 

consciousness. Cultural values are equated to beliefs favouring a particular mode of 

conduct (Enz, 1988; Jones and Johnson, 1988; Rokeach and Vidmar, 1973); thus, 

behaviour reflects (Henri, 2006). Schein’s depiction of culture enables complex cultural 

phenomenon to be visibly manifested (see Figure 5). 
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Figure 5 Levels of Culture  

 

Source: Schein (1985, 2004) 

 

Societal Culture 

From 1967 to 1973, Hofstede studied national culture of 88,000 respondents of one 

MNC in 66 countries enabling employees from different countries and cultures to be 

matched. Four dimensions of national culture were derived: power distance, uncertainty 

avoidance, individualism, and masculinity (Hofstede, 1980) and a fifth, Confucian 

dynamism or long term orientation, added later in a study involving students in 23 

countries (The Chinese Culture Connection, 1987; Hofstede, 1996). The meanings of 

each dimension are illustrated in Table 7. 

 

Table 7 Meanings of Culture Dimensions 

Dimensions Meanings and influences on organizational control 

Power 

distance 

A measure of the extent to which a society accepts that power in 

institutions and organizations is distributed unequally, the level of 

power distance is related to the degree of centralization of authority 

and the degree to which cultures prefer a more autocratic leadership 

style. 

Individualism A measure of the relative importance of the individual’s self-interest 

and immediate family compared to the wider group interest and that 

of the extended family. Within organizations, goals and 

independence in the form of more autonomy are stressed in 



61 

 

high-individualism societies, whereas less autonomy and more 

dependence on particular workgroups in the organization are 

favoured in low-individualism societies. 

Uncertainty 

avoidance 

The level of uncertainty avoidance indicates the extent to which a 

society feels threatened by uncertain and ambiguous situations and 

tries to avoid them by providing greater career stability, establishing 

more formal rules, not tolerating deviant ideas and behaviour and 

believing in absolute truths and the attainment of expertise. 

Organizations in a high-uncertainty avoidance environment favour 

rigid rules to decrease uncertainty. 

Masculinity A measure of the extent to which the dominant values in society are 

masculine; that is, assertiveness and the acquisition of money and 

material things compared to the importance of work relations, 

cooperation and security. 

Confucian 

dynamism 

A measure relates to the teachings of Confucius and can be 

explained in terms of society’s search for virtue or the degree of 

long-term versus short-term orientation. 

Source: Hofstede (1980, 1985, 1991), Trompenaars (1992)  

 

Organizational culture 

As stated by Sharma (2002, p.59), “Every organisation has a culture. It has its own 

cultural norms that constitute what is expected, supported and accepted ways of 

behaving.” As organizational culture can be thought of a subset of societal culture, 

Shani and Basuray (1987) and Trice and Beyer (1984) believe that the societal value 

system significantly determines organizational cultural values. The research by Herbig 

and Miller (1991) and Hofstede (1980) affirms that the national origins of employees is 

evident in the work environment although they argue that organisational culture 

comprises largely of organisational practices rather than values appearing as rituals, 

heroes and symbols; these shared practices dominate and characterize organisational 

culture. Hence, national and organizational value systems overlap to a certain degree 

and, such a corporate culture is an extension of the national culture and specific in a 
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particular context (see Figure 6).  

 

Figure 6 The Balance of Values and Practices for Various Levels of Cultures 

 

Source: Hofstede et al. (1990) and Hofstede (2001) 

 

However, Hofstede’s findings have been challenged by the GLOBE project (Javidan et 

al., 2006; McSweeny, 2002) which contend that there are methodological and 

interpretive weaknesses in his work. No evidence appears that “…practices are limited 

to the domain of organisations, and that values have no place in organisational culture” 

(McSweeny, 2002, p.904). But Hofstede (2006, 2010) and Smith (2006) criticize 

GLOBE’s operationalisation of societal/organisational values and practices in the 

“should be” (values) and “as is” (practices) as their queries over-estimated their 

respondents’ ability to account for others behaviour and the variations in their 

societies/organisations. Together with the questionable comparisons of the scores of 

industries rather than different organisations in one country (Gerhart, 2008), this has led 

to many misleading findings about national/organisational values and practices.  

 

2.4.2 Culture and Management Styles 

 

The debate on national and organizational culture is continuing but does not detract 

from its impact on leaders’ management style. Given that culture is created, maintained 
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and transformed by people and corporate leaders influence organizational values 

(Schlevogt, 2002), their values constitute the reference values in the organization. 

Organizational values and norms encourage and expect certain behaviors or outcomes 

acceptable by others. Thus, organizational leaders formulate corporate strategies, 

policies and practices based on their values which are disseminated to all organizational 

members (Redding and Hsiao, 1993; Lubatkin, Simsek, Ling and Veiga, 2006; Hopkins, 

2006). The basic channels for formal communication and interaction are determined by 

the organization. In sum, values and norms shaped by top management and transmitted 

throughout the organization, form the foundations of an organization’s culture guiding 

its members actions and behaviours in different situations. 

 

Adler (1991) has further explored how culture influences managers’ value systems, 

attitudes and behaviour (Figure 7).  

 

Figure 7 The Influence of Culture on Behaviour 

 

 

 

 

 

Source: Adler (1991), p.16 

 

Given corporate leaders dominant influence in forming and shaping organizational 

culture, their management styles can be matched with organizational culture types 

(Schein, 1985; Cameron and Quinn, 1999; Cameron, 2009). Thus, Pheysey (1993) 

classifies management styles into the laissez-faire, authoritative, consultative and 

Culture 

Attitudes 

Behaviour Values 
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participative styles, compared to Harrison’s (1987) role, power, achievement and 

support cultural styles and the implied management orientations. Cameron (2009) 

groups distinct leadership styles, business orientation and value drivers in the clan, 

adhocracy, hierarchy and market cultures (see Figure 8). Consequently, the facilitator, 

mentor and team builder leader types dominate clan culture; innovator, entrepreneur and 

visionary leadership in adhocracy culture; coordinator, monitor and organiser leader 

type in hierarchy culture and hard-driver, competitor and producer leadership style in 

market culture. Other similar typologies include Hoojberg and Petrock’s (1993) use of 

the Competing Values Framework (CVF) to identify culture types, namely clan culture, 

bureaucratic culture, entrepreneurial culture and market culture; Cooke and Lafferty’s 

(1987) Organizational Culture Inventory (OCI) and the constructive, passive/active and 

aggressive/defensive cultures based on twelve behavioural norms. The interplay 

between organizational culture and management practices cannot obviously be static but 

exists in a dynamic state (Bititci et al., 2006). 

 

 

Figure 8 Competing Values Framework and Leader Type 

 

Source: Cameron and Quinn (1999) 
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2.4.3 Cultural Differences between Anglo-Saxon Society and Chinese Society  

 

From the discussion above, diverse cultures are associated with varying organizational 

control behaviours which is explored in this thesis in the Chinese framework and the 

models rooted in Anglo-American management paradigms. Based on cultural 

dimensions (Hofstede, 1980; Chinese Culture Connection, 1987), cultural divergence 

exists between these two cultural groups (Pugh and Hickson, 1995; Warner, 2003). 

Hong Kong people show higher power distance, lower individualism and masculinity, 

higher uncertain avoidance, and higher Confucian dynamism relative to 

Anglo-American societies (see Table 8).  

 

Table 8 Scores on Five Cultural Dimension of Chinese-dominated Societies and 

Anglo-American Societies 

 Power 

Distance 

Individual

-ism 

Masculi-

nity 

Uncertainty 

Avoidance 

Confucian 

dynamism 

Chinese Societies      

Hong Kong 68 25 57 29 96 

Singapore 74 20 48 84 48 

Taiwan 58 17 45 69 87 

Anglo-American Societies     

Australia 36 90 61 51 31 

Canada 39 80 52 48 23 

United States 40 91 62 46 29 

United Kingdom 35 89 66 35 25 

Sources: Hofstede (1980) and Hofstede and Bond (1988) 

 

Comparative management encourages the study of cross-cultural management practices: 

as early as the late 1960s, the impact of cultural variables such as attitudes, beliefs and 

value systems on management practices were empirically confirmed by Davis (1971) 

and Barrett and Bass (1970). As Table 9 shows, Chinese and Anglo-Saxons have their 

own, sometimes contrasting, cultural values. 
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Table 9 Contrasting Anglo-American and Chinese Cultural Artifacts 

Cultural element Chinese perspective Anglo-American 

perspective 

Relationship to the environment Harmony Dominance 

Fundamental social unit Collective-the family 

or a similar grouping 

individual 

Basic form of governance Organic autocracy  mechanistic 

Problem-solving approach Synthesis Analysis 

Primary basis for trust social 

order  

Personal rule of man Universal rule by law 

Primary basis for power The person The position 

Nature of communications Implicit/high context 

/relationship-oriented 

Explicit/low 

context/function-oriented 

Source: Hofstede (1980, 1993), Martinsons and Martinsons (1996) 

 

Cultural divergence is a significant predictor of behavioural variations impacting not 

only individual attitudes and behaviours but also inter-personal behaviours. According 

to Nixon (1987) and Martin and Siehl (1983), cultural differences determine the 

variations of the consequences of management styles, perceptions of the standards of 

communication and individual responsibility, among others. Hofstede (1980, 1993) and 

Trompenaars (1992) also propose that each cultural dimension affects the behaviours 

related to organizational control differently. 

 

2.4.4 Traditional Chinese Management Ideology 

 

Kwan and Ofori (2001), Ward et al. (2002), Zapalska and Edwards, (2001), and Sheh 

(1993, 2001) have identified four distinct Chinese value dimensions underlying Chinese 

managerial style: familism, humanism, hierarchy and inter-personal relationship. 

Familism is an integral component of Confucianism (Yu, 2001; Lee, 1996; Lu, 2003) 

and implies that the whole nation and organizations can be perceived as a family. 
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Family unity is maintained by the father-figure while all family members are 

responsible for contributing fully to its well-being (Yu, 2001). In modern Chinese 

society, the traditional family concept has metamorphosed into “familism”, emphasizing 

every member’s moral values and obligations (Zapalska and Edwards, 2001). The 

second value, humanism, is also a constituent of Confucian ideological beliefs. “The 

five virtues” and “Confucian work ethics” (Kim and Gao, 2010) frame the family’s 

moral foundations and commitment to harmony and work ethics oriented to frugality, 

hard work, thrift, dedication and loyalty (Hofstede and Bond, 1988; Rarick, 2007). 

These values significantly helped to shape the Chinese business and managerial 

practices are significantly framed by such values which encourage teamwork, 

collectivism and harmony in the workplace. However, such humanistic values defer to 

seniority and good behaviour rather than good performance for promotional prospects 

(Shen, 1993) conflicting with more objective evaluative criteria. Third, the value of 

hierarchy fosters respect for superiors while reinforcing a hierarchical social structure 

with power and authority assigned to the leaders of the organization. Thus emerges the 

dominance of the paternalistic leadership style in many Chinese enterprises combining 

personal authority and subservience (Kong, 2003). It is significant that the 

organisational hierarchy mirrors the family hierarchy (Sheh, 2001). Fourth, Chinese 

businesses prefer interpersonal linkages based on tolerance, harmony, trustworthiness, 

non-competitiveness and conservatism (Sheh, 1993). Tolerance refers to willingness 

to forgive mistakes in the spirit of encouraging learning, harmony promotes 

interpersonal relationships, trustworthiness fosters long-term relationships, 

non-competitiveness and conservatism are pre-requisite for non-aggressive and 

non-confrontational behaviours reinforcing long-term interpersonal relationships. As 

such, “guanxi” is core to Chinese business networking (Sheh, 1995) while social 

harmony depends on protecting an individual’s face or dignity, self-respect and prestige 
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(Tang and Ward, 2003). Face is symbolic of respectability, reputation and pride in 

Chinese society which profoundly influences an individual’s behaviour and business 

contexts. Such values and norms of behaviour prevail among the foreign-invested, 

private domestic and stated-owned enterprises in China (Tsui et al., 2006).  

 

Chinese cultural values shape the distinctive Chinese managerial system or framework 

(Limlingan, 1986; Redding, 1990) whose unique attributes include 1) highly centralized 

decision making, 2) collectivism which is largely valued, 3) paternalistic leadership 

style and 4) tightly controlled ownership. Other identified attributes cover a highly 

centralised organisational structure and autocratic decision-making (Tang and Ward, 

2003), low structuring of activities and a paternalistic style of leadership (Redding, 

1990), strong emphasis on collectivism and group behaviour (Hickson and Pugh, 1995; 

Leung and White, 2004), and centralized managerial and ownership control (Warner, 

2002). 

 

Redding (1990) has formulated a four-dimensional Chinese management ideology 

encompassing paternalism, personalism, insecurity and collectivism (Table 10). 

Paternalism centralizes the authoritative father-figure in Chinese organizations applying 

a patriarchal decision making style (Pan, 1998; Tang and Ward, 2003). Personalism is 

based on interpersonal ties or bonding in conducting transactions (Kowk, 1985; Naresh, 

Cheng, Lee and Tjeng, 2000; Redding, 1990, 2000). Insecurity demands a dependence 

on close relatives and friends rather than outsiders while collectivism refers to the 

tendency to protect family and collective well-being goal (Hickson and Pugh, 1995; 

Leung and White, 2004; Li, Lam and Fu, 2000; Schlevogt, 2002; Yu, 2001). 
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Table 10 Traditional Chinese Management Ideology 

Values Meanings 

Paternalism The domination of family leadership that Chinese managers adopt 

autocratic decision-making process, centralization of authority and 

information, respect for seniority, emphasis on loyalty, and so on 

(Redding, 1990; 2000; Schak, 2001; Torres, 2003; Yu, 2001). 

Personalism The stress on relationship and reciprocity (Hickson and Pugh, 

1995; Redding, 1990; 2000; Schlevogt, 2002), as well as other 

family-centered behaviours.  

Insecurity The tendency to be protective to family’s legitimacy and 

management prerogatives while being defensive towards outsiders 

(Chen, 1995; Redding, 1990; 2000). Owner managers in 

traditional Chinese family firms attempt to eliminate any threats to 

their privileges aiming to keep the ownership within family circle 

(Naresh et al., 2000). 

Family-oriented 

Collectivism 

The inclination to look for the well-being of the family as a whole 

(Hickson and Pugh, 1995; Li, Lam and Fu, 2000; Schlevogt, 2002; 

Yu, 2001). They regard making contribution to the family business 

as their family obligation and the company is a family possession. 

 

The value of hierarchy fosters respect for superiors while stressing a hierarchical social 

structure. The Confucian “five relationships” (“wu-lun”) defines individual roles and 

behaviours in families, organisations and society in China (Kim and Gao, 2010). Most 

Chinese accept the inequality of power and trust as a trade-off for harmonious working 

relationships (Schlevogt, 2002). Chinese organisational culture tends towards unitarism 

as explained by Wilton (2010, p.278),  

“the unitarist view is reflected in an authoritarian and autocratic 

management style where managerial prerogative in decision-making is 

maintained through strict control and discipline… unitarism can underpin 

more paternalist approaches to management, where employees are 

encouraged to think of the organisation as akin to a ‘family’ or ‘team’ 

where the employer will take care of the workforce” (p.278).  

As such, power culture underpins most Chinese organisations today (Kong, 2003). 
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As discussed above, a number of studies have emphasised the importance of 

Confucianism in continuing to shape organisational culture and Chinese business 

managerial styles (e.g. Sheh, 2001; Rarick, 2007; Gao and Kotey, 2008; Tsui et al., 

2006) and enabling Chinese business leaders to control organisational directions 

effectively (Willcoxson and Millett, 2000). 

 

In summary, the Chinese traditional value system has created a society where the  

“family” and familism is core to all relationships ;“business” is an economic entity in 

which Chinese business leaders balance and reconcile both concepts in managing  

family enterprises (Sheh, 2002; Akhtar, Ding and Ge, 2008). Familism legitimizes the 

role of  Chinese business leaders as guardians  providing job security and social 

welfare for their employees (Gao and Kotey, 2008) while the paternalistic hierarchy and 

centralised power generate a collectivity and teamwork to engender employee 

commitment and loyalty (Marlow and Patton, 2002). Personal relationships (guanxi) 

and kinship (familism) are the strategic sources for business expansion alongside the 

strategic deployment of paternalism and centralized control (Yeung, 2006). Yet, at its 

extreme, Chinese capitalism descends into crony capitalism (Gomez and Hsiao, 2001; 

Hamilton, 2005) while strong family bonding infers low trust of outsiders compounding 

the challenges of hiring skilled professional managers leaving businesses small and 

unstructured (Zhang and Ma, 2009). The greater pace of globalization and market 

integration has not diffused the use of guanxi because of its deep roots in Confucian 

values and Chinese management ideology especially in family-owned enterprises (Pooh, 

Wei and Rowley, 2010). Child and Warner (2003) and Zheng, Morrison and O’Neill 

(2006) further explain that these influences are, to some extent, more noticeable in 

SMEs than in larger corporations. 
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2.5 Research Framework and Research Questions 

2.5.1 Background of Hong Kong SMEs 

The impact of economic globalization of Hong Kong, an open economy and the 

location for this research, is evident. It is an international financial market with a high 

degree of liquidity, minimum barriers of access by international businesses, and 

inward and outward capital flows. The Information Services Department of HKSAR 

reported that in 2010, the average daily net gross foreign exchange turnover was 

estimated at USD 237.6 billion, ranked sixth largest globally. In Hong Kong, there were 

198 foreign-owned authorized institutions and 61 foreign banks’ representative offices. 

The stock of inward direct investment into Hong Kong was USD 83 billion in market 

value in 2011, equivalent to 486 per cent of GDP. In 2011, Hong Kong was the world's 

10th largest trading economy, 11th largest exporter of commercial services and It had a 

visible trade deficit of USD 28.4 billion. 

 

Table 11 Distribution of SMEs (as at June 2012) 

  No. of  

SME 

No. of persons 

engaged  

Industry- 

based 

- Manufacturing 10 854 65 224 

- Mining & Quarrying; Electricity & Gas 

Supply, and Waste Management; and 

Construction 

1 145 12 727 

Service- 

based 

Import/Export Trade and Wholesale  113 276 450 123 

Retail  45 100 146 578 

Transportation, Storage, Postal and 

Courier Services  
8 139 45 551 

Accommodation and Food Services 11 767 120 176 

Information and Communications  10 481 40 069 

 Financing and Insurance
(4)

 18 265 61 118 

 Real Estate  11 989 35 743 

 Professional and Business Services
(4)

 37 502 138 972 

 Social and Personal Services
(4)

 34 726 148 840 

 Total 303 244 1 265 121 

Source: Trade and Industry Department, HKSAR (2012) 
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As Hong Kong is an ex-British colony, modern management control theories have 

permeated the education and business sectors with the younger generations experiencing 

greater exposure. 

 

Hong Kong SMEs reflect a significant economic force in the Hong Kong economy, in 

terms of both wealth and employment generation. There were 303,244 SMEs in Hong 

Kong on in June 2012 (Table 11) accounting for over 98% of the total business 

establishments and employment of over 1.26 million persons.   

 

SMEs flourished in Hong Kong as early as the 1950’s because of the rapid growth of 

export-oriented manufacturing businesses (Wong, 1995). The manufacturing sector 

expanded through the establishment of thousands of new SMEs rather than the growth 

of existing organizations (Selmer and Leon, 2003). The vitality of the SME sector 

clearly demonstrates the entrepreneurial spirit of the Hong Kong population. 

Nevertheless, the management of these SMEs face problems in coping with the 

pressures of adapting their organizational control systems to the turbulent global 

environment. A paucity of studies and insights into this phenomenon has motivated this 

examination of the process of adaptation of management control mechanisms in the 

context of Hong Kong SMEs. 

  

2.5.2 Research Framework  

 

In the contemporary global setting, organizations are pressured to operate in a new 

paradigm shaped by global, diverse, electronic, change and flexible parameters (Senge, 

1990; 2006). Senge (2006) recognizes that organizations have to be more innovative by 
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sub-contracting, outsourcing, contingent employment contracts, teamwork, 

cross-training, etc. Markets are shifting from being local to global while the workforce 

is becoming increasingly diverse. While new technologies have enabled interactive 

communications, the nature of organizational work has transformed (Markovic, 2008). 

Change and flexibility are the prevailing norms in contrast to the traditional values of 

stability and efficiency (Ngoa and Loi, 2008).  

 

Hong Kong SMEs are not immune to such paradigmatic shifts under the influx of 

modern organizational control theories. The tendency of “convergence towards certain 

norms and rules in Anglo-American capitalism” is noteworthy (Yeung, 2004, p.42). 

While traditional Chinese capitalism is subject to transformation and contextual changes, 

it can “retain some core attributes in a global era, thus contributing to its growing 

hybridity in form and organization” (Yeung, 2004, p.39) as an adaptive strategy. Thus, 

the control practices in Hong Kong SMEs must adapt carefully and search for a model 

of control allowing the co-existence of Chinese characteristics of management values 

and the “imported” concepts from the Anglo-Saxon countries under globalization. 

Through a series transformative organizational process, organizational control in Hong 

Kong SMEs grows to a unique mode that is specific to its context. The theoretical 

framework of this thesis is depicted in Figure 9. 

 

The key research question and a subsidiary question formulated for this research are:  

Key question: How and why do Hong Kong SMEs adapt their organizational structure, 

reward system and informal control system in facing the challenges of globalization? 

 

Subsidiary question: What are the significant attributes of organizational control in 

Hong Kong businesses? 
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Figure 9 Theoretical Framework of the Thesis 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

2.5.3 Research Gap 

 

This research analyses the organizational control processes in Hong Kong SMEs in the 

context of globalization, implying its adaptation. Although the area of organizational 

control is not new, several research gaps in the extant literature have been identified. 

 

The cultural impact on the implementation of modern organizational control theories in 

the indigenous firms in Chinese-dominated societies has not yet been fully investigated. 
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Societal culture plays a key role in shaping employee attitudes, beliefs (Leung et al., 

2002), behaviors (Triandis, 1994), and values (Schwartz, 1994; Hofstede, 2001); hence 

influencing the cognition and behaviours of managers as well as organizational 

processes (Calori et al., 1998). As stated by Hofstede (1983, p.390),  

“the convergence of management will never come. What we can bring about 

is an understanding of how the culture affects our thinking differently from 

other people’s thinking and what this means for the transfer of management 

practices and theories.” 

Many cross-cultural, HR and international business researchers (e.g. Cunningham, 2010; 

Jie, 2004; Zhu et al., 2005; Zhang and Ma, 2009; Lindholm, 2000; Festing et al., 2010) 

show research interests on the issues related to the effect of national culture values on 

the implementation of organizational control practices in multinational companies and 

their adaptation in other countries. However, similar research tailor-made for local 

SMEs in Hong Kong is still underexplored. 

 

given that the influx of foreign cultures and globalizing forces have shaped Chinese 

enterprises and transformed its favoured organizational processes and mechanisms, this 

thesis recognizes the need to further investigate the adaptation dynamics associated with 

organizational control in Hong Kong SMEs. Despite their economic significance and 

contribution, Hong Kong SMEs confront financing, planning, control, training and 

information systems issues and challenges (Chau and Pedersen, 2000). Not being large 

enterprises and controlling sizeable resources, they are vulnerable to the turbulence of 

the global economy. The existing value system in family-owned and operated SMEs in 

Hong Kong can inhibit change and create inertia (Rarick, 2009) and deserve research 

attention.  
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2.6 Chapter Summary 

 

There are two important pressures driving organizational control to transform. First, as 

the demand for local responsiveness intensifies, organizations and management control 

practices must be attuned to the local market in a dynamic termed differentiation 

(Jensen and Szulanski, 2004; Malhotra, 2001). Another force born of competition and 

efficiency is to relentlessly keep production costs low; this is the process of 

homogenization. In such a context, the pressure for Hong Kong SMEs to transform and 

adapt to the changing environment is of significant proportions. As to how a principally 

Chinese society in terms of language, social habits, and social consciousness (Carney, 

2000) can cope, isolation is impossible and irrelevant. Yet, a wholesale adoption of 

modern control models cannot be undertaken without considering the traditional and 

deeply-rooted cultural dimension. The literature review pinpoints that while Hong Kong 

SMEs are adapting to the internal and external environmental changes, the extent of 

transformation of the core control system and mechanisms are unclear. The study 

objectives combine description and exploration of the organizational control 

phenomenon of both theoretical and practical relevance to the research problem area. 

 

In the next chapter, the research methodology to address these questions is discussed.  
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Chapter 3 Methodology 

 

3.1 Introduction 

 

This chapter describes the methodology adopted in this thesis. According to Guba and 

Lincoln (1994), two methodological issues are fundamental to any research study, what 

to research and how to research. The former is addressed in Chapter Two, which 

culminates in the research questions which guided and supported the empirical analysis 

of the data gathered. A further issue analysed in this chapter is how the research should 

be conducted To begin with, the rationale of applying the interpretivist philosophical 

base for this study is given followed by its methodological considerations. Justifications 

for the selected research design, in terms of data collection techniques, sampling 

methods, administrative procedures and data analysis methods, are also reviewed.  

 

3.2 Justifications for Research Design 

 

Descriptive and Exploratory Research 

This research has both descriptive and exploratory purposes: to describe the 

characteristics of a specified problem area (Amaratunga and Baldrey, 2001) and search 

for insights into a situation or problem on which little prior knowledge exists (Churchill 

and Iacobucci, 2005). Descriptive research enables a systematic description of a 

situation, problem or phenomenon (Kumar, 1996). It aims to “describe what is prevalent” 

within a situation, phenomenon, or particular setting (Kumar, 1996, p.11) and to gain 

understanding by analysing relationships among non-manipulated variables and then 

developing generalizations and conclusions (Best and Kahn, 2003). Thus, the thesis 

reviews the current mode and adaptation of organizational control processes in Hong 
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Kong SMEs under globalization. It also explores insights and ideas about the adaptation 

process in organizational control modes among Hong Kong SMEs. 

 

Cross-sectional Research 

Bryman (2004, p.41) defines cross-sectional research design as “the collection of data 

on more than one case and at a single point in time in order to collect a body of 

quantitative or quantifiable data in connection with two or more variables”. Through 

this cross-sectional study, this thesis provides a clearer understanding of the concepts 

involved in the adaptation of organizational control in a globalized environment.  

 

Research Approach 

As phenomenon of the adaptation of organizational control is socially constructed, a 

qualitative approach was adopted based on the interpretivist paradigm using a small 

sample to generate insights into perceptions of and rationale for views held. The 

variables to be investigated pertained to how in Hong Kong SMEs, traditional control 

theories were adapted to a changing environment to enhance organizational 

competitiveness 

 

Babbie (2004) defines a paradigm as a framework to comprehend how and why 

respondents perceive the themes being studied. The interpretivist and positivist 

paradigms applied in social science research each have both strengths and limitations 

(see Table 12). The former is oriented to the exploration and understanding of human 

experiences in context–specific situations (Amaratunga et al., 2002; Carson, Gilmore, 

Perry and Gronhaug, 2001), and was preferred in this research. A quantitative approach 

derives from the positivist research paradigm enabling theory testing using quantified 

variables analysed statistically to predict and prove the validity of specific 



79 

 

generalizations (Patton, 2002). It relies on structured data collection methods and large 

probabilistic samples.  

 

Table 12 Comparison of Interpretivist and Positivist Research Paradigms 

 Interpretivism Positivism 

Assumptions Intersubjective world which science 

can represent with concepts; social 

construction of reality 

Objective world which science can 

measure and mirror with privileged 

knowledge 

Aim To uncover the socially constructed 

meaning of reality as understood by 

an individual or group 

To discover universal laws that can 

be used to predict human activity 

Stance of 

researcher  

Becomes fully involved with 

research subjects to achieve a full 

understanding of subject’s world 

Stands aloof and apart from research 

subjects so that decisions can be 

made objectively 

Values Values included and made explicit Value free; their influence is denied 

Types of 

reasoning  

Inductive Deductive  

Research 

plan 

Flexible and follows the information 

provided by the research subject 

Rigorous, linear and rigid, based on 

research hypothesis 

Research 

methods and 

types of 

analysis 

Ethnography; participant 

observation; interviews; focus 

groups; conversational analysis;  

case studies 

Experiments; questionnaires; 

secondary data analysis; 

quantitatively coded; documents 

statistical analysis 

Source: Cavana, Delahaye and Sekaran (2001), pp.10-11 

 

Applying the interpretivist paradigm, the study was conducted as a qualitative case 

study of four Hong Kong SMEs enabling a sharp focus on the meaning of the context of 

the data, identifying unanticipated phenomenon, understanding the process by which 

events and actions occur and offer causal explanations (Amaratunga et al., 2002). Such 

an approach enables the gathering of  data “in close proximity to a specific situation”, 

underscoring he “lived experience of people and are fundamentally well-suited for 

locating the meanings people place on events, processes, and structures of their own 



80 

 

lives” (Miles and Huberman, 1994, p.10). The choice of research design, therefore, 

determined how the research was conducted to gather data.  

 

Case Study Research Design  

The case study design enabled a cross-sectional investigation into the phenomenon of 

organizational control adaptation in Hong Kong SMEs. In a case study, the researcher 

explores a single entity or phenomenon bounded by time and activity gathering 

information by diverse data collection strategies over a period of time (Creswell, 2007). 

This research design focused attention to the complexities in observation, reconstruction 

and analysis of the study cases (Carson et al., 2001)and are of particular relevance when 

examining a process and its components (Patton, 2002). It generates comprehensive, 

systematic and in-depth information fostering holistic perspective of organizational 

control in its contexts (Yin, 2003). It can also offer insights into questions while not 

affecting the basic nature and character is of the social object under study (Zonabend, 

1992). 

 

Case studies can, however, be time-consuming and tedious in gathering and analysing 

vast quantities of soft data while the subjective interpretation of findings raises 

questions about their objectivity of results (Carson et al., 2001). Also, only a small 

number of samples could be studied leading to low validity and reliability (Amaratunga 

and Baldry, 2001). 

 

To ameliorate these limitations, several tactics were applied during different phases of 

the study to increase construct validity, internal validity, external validity and reliability 

(Yin, 2003) (see Table 13). Details are discussed in Section 3.5.  
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Table 13 Case Study Research Tactics 

 

 

Case study tactic Phase of research in 

which tactics adopted 

Construct 

validity 

-Use of multiple sources of evidence 

-Establish chain of evidence 

-Have key informants review case study report 

Data collection 

Data collection 

Report composition  

Internal 

validity 

-Do pattern matching 

-Do explanation building 

-Do time-series analysis 

Data analysis 

Data analysis 

Data analysis 

External 

validity 

-Use replication logic in multiple case studies 

 

Research design 

Reliability  -Use case study protocol Data collection  

Source: Yin (2003, p.34) 

 

Methodological Triangulation 

Any single research method has inherent flaws limiting the validity of corroborating 

evidence (Creswell, 2003). Naslund (2002) support the argument of Dunn, Seaker, 

Stenger and Young (1993, p.2) that “a given field may be underachieving if all of its 

research is being conducted within a narrow methodological domain”. Similarly, 

Bryman (2004, p.459) asserts that “qualitative data that will allow them to gain access 

to the perspectives of the people they are studying; and quantitative data that will allow 

them to explore specific issues in which they are interested”. Thus, Hussey and Hussey 

(1997) recommend that the potential bias, weaknesses and sterility of single–method 

approaches can be rectified by methodological triangulation. 

 

In this research, then, methodological triangulation was used to produce a richness of 

data that neither qualitative nor quantitative methods could yield alone. Methodological 

triangulation allows the combination of several research methodologies to examine a 

single phenomenon (Denzin, 1970) driven by three rationales: completeness, 

contingency and confirmation. Quantitative and qualitative methods can complement 

each other, producing greater richness than either approach could yield alone. Narrow 
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questions in a survey questionnaire limit the possible responses and may run the risk 

of concentrating on those aspects that are easy to measure. Interviews are 

time-consuming and difficult to generalize. Besides, some researchers who support the 

mixed approach urge that new explanations for a phenomenon can be gained through 

the logical process of abduction (Morse, 1991; Shih, 1998). Such contingent choices of 

methodology inspire researchers to search for new perspectives to investigate a research 

problem. Last but not least, quantitative methods can clarify and confirm the results of 

qualitative research and vice versa (Chenhall, 2005). Bryman (2004) also affirms that a 

single hypothesis could be confirmed by both qualitative and quantitative methods. 

Methodological triangulation can enhance the robustness of findings and results.  

 

In this research, the application of methodological triangulation strengthened the 

qualitative research findings and their credibility. In the initial research phase, 

face-to-face and in-depth interviews with senior management were conducted to explore 

the nature, meaning and mechanisms of the organizational control adaptation process in 

the case SMEs. Another tactic of primary data collection was the survey questionnaire 

to confirm or otherwise similar themes and issues raised in the face-to-face and in-depth 

interviews. Similarly, patterns were investigated in the data collected from the 

qualitative interviews and quantitative survey as a triangulation tactic. Sole reliance on 

the use of an interview approach was not adequate in spite of its strengths of gathering 

more expansive and in-depth replies. Respondent bias and difficult to generalize of the 

data gathered from this instrument are potential problems (Bryman, 2004). Using these 

diverse methods, the impact of personal bias was reduced and more credible research 

findings could be generated. The adoption of methodological triangulation in this 

research could move closer towards the benefits of completeness, contingency and 

confirmation. 
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Also, the interview and survey data were matched with the review of company 

documents, publications and policies. Additionally, studying four Hong Kong SMEs 

enabled the replication of analytical methods enhancing theoretical integrity and 

external validity (Yin, 2003). 

 

3.3 Sampling Methods 

 

Sampling methods comprise non-probability sampling and probability sampling. The 

former was chosen as “they have the distinct advantage of quickly accessing 

participants who are most likely to provide rich information” (Cavana, Delahaye and 

Sekaran, 2001, p.137). The purposive sampling technique is preferred over other 

non-probability techniques such as convenience sampling as information from specific 

target groups was required. However, for the web-survey, purposive sampling plus 

snowball sampling techniques were adopted as referrals allowed more employees to be 

reached. In gathering responses from diverse sources, two groups could triangulate each 

other and produce a rich data source. 

 

3.3.1 Justifications of Purposive Sampling 

 

The research adopted a purposive sampling technique based on a considered selection of 

SMEs, informants and respondents best able to provide the data and information 

required aligned to the study objectives (Baker, 2002). Statistics published by Trade and 

Industry Department, HKSAR, enumerated 303, 244 SMEs in June 2012 from which 

was purposively sampled the “judged to be typical, or representative” (Ary et al., 1996, 

p.180). As purposive samples are not probabilistic, the study findings should be 
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evaluated within this context. 

 

3.3.2 Sampling Criteria 

 

 Selection of Hong Kong SMEs 

The development of sampling criteria is foremost in purposive sampling; there were 

four sampling criteria developed: Size was the first criterion using the official definition 

of SMEs as manufacturing enterprises with fewer than 100 employees and 

non-manufacturing enterprises with fewer than 50 employees. Secondly, the sample 

background of the SMEs was required to be typical. According to the survey by Grant 

Thornton and The University of Hong Kong (2000), their typical setting is that they are 

usually fully owned by one or two Chinese families and with senior local management. 

Third, to ensure the collection of reliable data, the sample SMEs should be operated for 

a reasonably long period to have a relatively stable organizational culture and 

organizational control practices. 

 

Lastly, to compare the service and manufacturing SMEs, the sample included 

respondents from each sector as categorised by the Census and Statistics Department, 

HKSAR (2012). The four sample companies were in import/export trades industry, 

business service industry, transportation industry and manufacturing industry. 

 

 Selection of informants in the face-to-face semi-structured interviews 

Purposive sampling was again used to select the appropriate interview informants based 

on the following criteria: 

 Managing Director(s) and/or owner managers who were educated locally and were 

conversant with the historical, cultural and economic background of Hong Kong; or 
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 Senior executives and/or managers possessing knowledge of the design and 

implementation of organizational control practices and overall operations. 

 

Key informants are essential to acquire accurate, reliable and useful data and 

information (Homburg, Klarmann, Reimann and Schilke, 2012). Accurate responses 

refer to present, objective and salient events. Reliable responses can be expected from 

key informants in higher hierarchical positions and with longer tenure; also they were 

selected on their ability to provide useful data. The key informants in this study 

comprised senior management executives who had worked for the SMEs for more than 

5 years.  

 

Since some criteria about the structure of equity and senior management’s background 

were not easily obtained, the SMEs were approached through referrals from third parties 

familiar with the sample. The researcher was aware that there was a risk that 

respondents would tend to give information or opinion which they thought was required 

although direct evidence of this is difficult to identify. However, this potential risk was 

taken into consideration and used to consciously reinforce the neutral position of the 

researcher during the data collection process. In addition, during the process of data 

interpretation, the researcher maintained full awareness of the possibility of any 

personal biases in the interpretation of the responses gathered.   

 

 Selection of respondents in the web-survey 

The web-survey respondents were the employees of the four sample SMEs from 

different job levels, years of experience and background. To aid the selection process, 

notices were posted on company notice boards with the permission of the SMEs. 
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3.4 Data Collection Methods 

 

The case study research design enabled the use of multiple methods in collecting data. 

Creswell (2003, p.12) pointed out that, in a case study, “the researcher explores a single 

entity or phenomenon bounded by time and activity and collects information by using a 

variety of data collection procedures during a sustained period of time”. The advantages 

of methodological triangulation have been discussed in Section 3.2.  

 

3.4.1 Pilot Tests 

 

As Kpinak (1999, p.138) asserts “…piloting the proposed study can add a great deal of 

confidence on the part of the investigator and can also point to important modifications 

that may have to be made in the design prior to the initiation of the full study”.  

 

Before the actual interviews, the interview protocols and survey questions were tested 

by interviewing two owner managers of SMEs known to the researcher. In the pilot tests 

lasting about 90 minutes, the relevance of the questions, interview pro-forma and the 

survey questionnaire together with the responses were appraised to uncover possible 

weaknesses, ambiguities and other research design issues. Also, the pilot interviews 

enabled the refinement of the content of the questions and the procedures to be 

followed.  

 

3.4.2 Operationalization of Organizational Control 

 

This thesis followed the approach adopted by Schlevogt (2002) specific to the Chinese 

business setting regarding the formulation of a model about Chinese management 
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theory and selected those related to organizational control on centralization, 

formalization, specialization, and Miller’s (1986) integration scale. Control was 

measured by the activities and mechanisms linked to planning, coordinating, monitoring, 

and providing feedback against the pre-set objectives using Khandwalla’s (1977) scale. 

In leadership decision-making and communication styles, “the approach used by a 

leader to pattern the behaviour of a group and elicit follower’s voluntary compliance 

and energy in a broad range of matters”, “the procedure employed by organizational to 

define its purpose and objectives, design programs of action to realize them, and to 

allocate resource”, “the sending of information and its receipt, flowing vertically or 

horizontally” respectively (Khandwalla, 1977, p.170-172).  

 

Chen et al. (2009), Das and Teng (2001), Tat and To (2008), Kang et al. (2012) adopted 

a process/behaviour control, output control and input/social control as their model and 

adopted some of the related questions. Kang et al. (2012) interpret process control as all 

activities related to supervision, regular inspection, and non-regular inspection. Output 

control refers to the specific performance outcome goals set by managers and which 

requires clear goals, specification of activities, incentives and corrective measures 

(Kirsch et al., 2002; Kang et al., 2012). Social control refers to the regulation of the 

antecedent conditions of performance such as shared values, beliefs and motives, skills 

which are distributed through formal and non-formal communication channels such as 

meetings and other forms of social communication (Kang et al., 2012; Snell, 1992). 

According to Kirsch et al. (2002) and Dekker (2004), process/behaviour control and 

output control belong to formal control, while social/input control is regarded as 

informal control. This classification was adopted in the formulation of the interview 

guide and questionnaire. After the pilot tests, corrections were made to the content and 

the time limitation of interview and survey. As a result, the adaptation of organizational 
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control contained questions on organizational structure and reward system, formal 

control systems and informal control systems. 

 

3.4.3 Design of Case Study Protocol  

 

This case study protocol developed for this study (Appendix 1) framed the design of 

interview pro-forma and survey questionnaires. It covered the scope of data collection 

guided by the research questions. 

 

Main research question: 

How and why do Hong Kong SMEs adapt their organizational structure, reward system 

and informal control system in facing the challenges of globalization? 

 

Subsidiary question: 

What are the significant attributes of organizational control in Hong Kong businesses? 

 

3.4.4 Face-to-face Semi-structured Interviews 

 

A total of 11 semi-structured interviews with top management teams of four Hong Kong 

SMEs was conducted and its combined the interpretations and perceptions of top 

management of organizational control implementation. Each semi-structured, 

face-to-face in-depth interview lasted about 70 minutes. An interview guide was 

prepared as given in Appendix 2.  

 

Patton (2002, p.280) offers three active interviewing approaches: informal 

conversational interview, general interview and the standardized open-ended interview. 

The informal conversation is a “spontaneous generation of questions in the natural flow 
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of an interaction”. The general interview, as a blend of structure and flexibility, using a 

guide to ensure that “interviewing across a number of different people is more 

systematic and comprehensive by delimiting in advance the issues to be explored” 

(Patton, 2002, p.283). Flexibility is also achieved as “the interviewer is free to explore, 

probe, and ask questions that will elucidate and illuminate while maintaining…the focus 

on a particular subject that has been predetermined” (ibid). The standardized 

open-ended interview, is the most rigid in asking exactly the same questions of each 

interviewee.  

 

This research adopted the general interview guide approach to collect primary data on 

related topics in studies by Cardinal et al. (2002), Leung and White (2004), Munder 

(2001), Redding (1990), Schlevogt (2002) and Yeung (2004) enabling spontaneous 

two-way communication. The researcher could follow up on respondent’s answers and 

make them explain what they really meant by their answers; more expansive and 

in-depth replies can be explored as the respondent can reflect on his/her words 

(Cassell and Symon, 1994). Furthermore, such an interview approach fostered a more 

comprehensive understanding of a social phenomenon. Paralinguistic characteristics 

including tone of voice and hesitations deepened the understanding of the data (Carson, 

Gilmore, Perry and Gronhaug, 2001). The virtue of capturing people’s conception, 

meanings and interpretations of what occurs around them was essential in this research. 

 

 Interview guide 

An interview guide shown in Appendix 2 was designed. Of the 17 questions in total, 

Questions 1-4 referred to background information, Questions 5-6 responded to the 

significant attributes of organizational control. Question 7 and 8 asked about the 

influence of Chinese management ideology on the design of control and  distinctive 
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competency development, respectively, while Questions 9-17 covered the adaptation of 

organizational control including organizational structure and reward system, and formal 

and informal control systems. 

 

The interview guide was used to effectively solicit responses pertaining to the research 

questions and to ensure consistency in the responses of different interviewees for 

subsequent comparison. Patton (2002) indicates that the function of an interview 

pro-forma is to make sure that similar basic lines of inquiry were pursued with each 

interviewee. In this research the interview guide not only served the purpose of 

consistency in the approach to the interviews, but also facilitated the interview process 

in terms of ice breaking and sharing of expectations. The standard set of questions 

provided a framework for a systematic exploration of the issues of interest and to guide 

the discussion. The triggering questions were grouped by themes and used as a guide in 

the interview process. The interviews were conducted in English but where managers 

felt comfortable expressing in Chinese, they were encouraged to do so.  

 

Apart from this structure, the researcher remained free to find out, probe, and ask 

questions to explain topics of interest in more detail. Whenever suitable, the researcher 

encouraged the interviewees to be spontaneous in expressing their thoughts on the 

related topics by asking them some follow-up questions, such as “what are the reasons 

for your choice?”, “why did you take this action or make this decision?”, “how did you 

like/dislike this idea?”, and “would you please give some examples?”. 

 

3.4.5 Web-survey 

 

The case study also involved a questionnaire survey to understand the 
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organizational control of the sample companies from the employee’s point of view 

for triangulation purposes. Among the many ways of administering surveys, the web 

questionnaire survey offers several advantages over paper or telephone surveys, 

including “cost, time, and accuracy savings, enhanced presentations, immediate 

respondent feedback, increased survey opportunities, convenience, flexibility, higher 

return rates, and fast creation and delivery” (Anderson and Kanuka, 2003,p.147). 

Assuming a high computer literacy of the target sample, the web-survey was selected as 

a viable methodological option which was fast, cost effective and which caused minimal 

disturbance to participants (Easton et al., 2000). For the web-survey, with regard to the 

non-response issues, Armstrong and Overton (1977) state if people who respond 

differently from those who do not, non-response bias may occur and results may 

become distorted. Although I garnered a satisfactory response rate on average (79.0%), 

non-response bias could not be totally ruled out in this research. 

 

 Survey questionnaire 

The survey the questionnaire consisted of 20 close-ended questions. Survey items were 

kept short (10-15 minutes), directly addressed an issue of significance, were simple and 

direct, free of bias, and used plain language (Kanuka and Anderson, 2007).  The 

questionnaire included two parts: background and the adaptation of organizational 

control in the sample company. A copy of the web questionnaire is provided in 

Appendix 3. 

 

Closed-end questions in the questionnaire allowed the investigator to code the 

information easily for subsequent analysis (Cavana et al., 2000). Some questions were 

multiple choice while others were on a seven-point numerical scale with bipolar 

adjectives. 
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Part One contained Questions 1-5 inquiring about the respondent’s background. Part 

Two with Questions 6-20 covered questions on perceived influence of globalization; 

organizational structure; reward system and strategy, formal control; informal control; 

percieved influence of traditional Chinese management ideology on organizational 

culture; perceived extent of Anglo-Saxon management style and perception of building 

distinctive competencies. 

 

3.4.6 Document Review 

 

Secondary data collected from company publications, HR manual, organizational 

charts and other company’s milestones further supplied information about company 

strategy and control mechanism in the sample SMEs. This additional data source 

facilitated achieving the convergence of evidence within each case study and further 

improved the reliability of data as a whole (Yin, 2003).  

 

3.5 Validity and Reliability 

 

This research considered three vital criteria proposed by Thorndike, Cunningham and 

Hagen (1991): reliability, validity and practicability, for choosing a test or measurement 

in research. Reliability refers to “the accuracy and precision of a measurement 

procedure” (Thorndike et al., 1991, p.91). For a single-administration test setting, the 

internal consistency of items concerned is used to assess their reliability. To Thorndike 

et al. (1991, p.18), validity is “the degree to which test scores providing information that 

is relevant to the inferences that are to be made from them”. Three different dimensions 

were developed, including content-related validity, criterion-related validity or 
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construct-related validity. Also, practicability is an issue linked to “a wide range of 

factors of economy, convenience, and interpretability that determine whether a test is 

realistically employable for our purpose” (Thorndike et al,1991, p.19). This refined the 

length and design of the instruments used in this study.   

 

To improve research validity, the case study tactics recommended by Yin (2003) were 

followed (see Table 13 in Section 3.2). Construct validity was increased in data 

collection by using multiple sources of information from respondents with different 

backgrounds, including both employers and employees, balancing their views about 

organizational control. The case study report was also reviewed by the owner manager 

of each case study SME. For internal validity, pattern matching and explanation 

building in the data analysis phase was conducted within each case and across cases. To 

increase external validity, multiple case studies allowed a degree of replication.  

 

Although qualitative research findings usually cannot be termed “reliable” in the 

traditional sense, this does not preclude their interpretations. The case study protocol 

was applied to maintain high reliability in research (Yin, 2003), together with an 

interview pro-forma and pilot studies to ensure there a strong link between design and 

collection (Yin, 2003). Merriam (1998) and Lincoln and Guba, (1985, p.288) also 

suggest the adoption of multiple methods of data collection and asking key informants 

to review transcripts to ensure inter-rater reliability and comment on the findings as they 

emerged. These strategies were considered in this study to enhance the reliability of the 

research findings in terms of consistency and dependability. 
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3.6 Administration Procedures 

 

 Consent of Participation from each sample company 

After identifying the sample companies, the company owners were approached for a 

presentation on the study. For the interviews of senior management and relevant 

employees, the approach adopted by the researcher was an outsider.  

 

 Administration of Face-to-face Semi-structured Interviews 

For the semi-structured face-to-face interviews, suitable respondents were selected on 

the advice of senior management group having knowledge about the design and 

implementation of organizational control practices in their companies. A copy of 

interview pro-forma was sent to each respondent at least a week ahead of the interview 

allowing them to prepare themselves. As interviews averaged 60 minutes, the 

audio-recording was necessary with the informants’ permission. For those interviews 

where recording was disallowed, extensive notes were made. The recorded interviews 

were transcribed immediately after the interviews to maintain accuracy and originality 

of the content (Cavana et al., 2001; Yin, 2003). Questions from the later interview 

analysis were followed up and at least one key informant in each company studied was 

invited to review the findings of case studies after the analysis stage. 

 

All interviews were in English but where informants felt comfortable expressing in 

Chinese, there were encouraged to do so. The interviews were conducted in an open and 

conversational manner in a quiet place (Griffee, 2005), extensive shorthand notes were 

made transcribed on the same day. At the end of the face-to-face interview, consent was 

asked to have follow-up calls. 
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 Administration of Web-survey 

An introductory email with an explanation of research objectives, confidentiality and 

anonymity of participants in the web-survey was sent to all full-time employees with 

company email accounts in the sample SMEs. It stated clearly that respondents were 

signifying their informed and voluntary consent to participate by responding to the 

survey instrument. Participants, after clicking the survey link in the email, were directed 

to an electronic questionnaire in English. After completing the questionnaire, those who 

clicked the ‘submit’ button indicated their willingness to participate in the survey. The 

response rates in the four sample companies were satisfactory ranging from 68.2% to 

86.9%.  

 

3.7 Data Analysis 

 

In this research, the qualitative and quantitative data gathered were analysed using 

different techniques.   

 

Interview Data 

Descriptive data gathered comprised detailed descriptions of events, situations and 

interactions between people and things, providing depth and details (Carson et al., 2001; 

Patton, 2002). The comprehensive handmade notes prepared during interviews and 

document reviews were organized and typed as soon as possible after the interviews.  

 

The qualitative interview data were content analysed (Creswell, 2003). The researcher 

transcribed interviews, and key words were coded in the margins of all the transcribed 

interviews. Electronic categorization allowed easy cut-and-paste quotations, and 

searches for key word similarities and differences. Since triggering questions were 
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grouped by themes and used as a guide in the interview process, it provided a consistent 

format for the interviews. Guided by Payne and Payne (2004), many themes draw on a 

qualitative method which content analysis had to address as attitudes, values and 

motivations. The following procedures to guide the analysis of interview data were 

adopted: 

 Personally transcribed all interviews; 

 Coded data from interviews according to concepts suggested by the literature and 

the study’s conceptual framework; 

 Analysed all data around categories to identify unifying and divergent themes and 

patterns; 

 Read through statistical results in the web-survey to corroborate main themes and 

patterns reported as study findings; and 

 Reviewed and wrote findings. 

 

Table 14 summarizes the framework for analysing the interview data. After data 

reduction, write-ups of the case study with Analytical chronologies and direct 

quotations from informants were made to understand the context and deepen the 

familiarity with each case study SME. Further, cross-case syntheses of the four case 

studies were made to provide more robust findings and broader insights on the research 

problem.  

 

Table 14 Framework of Interview Data Analysis  

Main 

aspects 

Main activities Aims 

Data 

reduction 

Coding and storage of data in 

broad categories of analysis 

-Avoid “death through data 

asphyxiation” (Pettigrew, 1990, p.81) 

Data 

display 

-Writing up analytical 

chronologies (Pettigrew, 1990) 

-Understand the backdrop and key 

changes in the organizations’ 
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-All participants’ responses 

were recorded, read and 

compiled as complete 

quotations and filed according 

to the topic or issue addressed 

(Patton, 2002). 

-Pattern matching was adopted 

within a case to increase the 

internal validity of this research 

(Yin, 2003) 

development 

-Showing the adaptation activities 

that have been carried in relation to 

organizational control 

Cross- 

case 

analysis 

Comparison between four 

companies using the research 

questions  

- provide more robust findings and 

broader insights 

 

Web-survey data 

Quantitative data collected in the survey questionnaire were tabulated and summarized. 

Descriptive and statistical analysis techniques such as means, standard deviations, and 

Pearson correlation were applied.   

 

3.8 Ethical Implications  

 

It is necessary to take particular precaution in considering ethical issues such as harm to 

participants, lack of informed consent, invasion of privacy, and deception, into account. 

According to Bryman (2004), harm is not limited to physical hurt; precautions should 

also be taken to address the potential psychological issues as well.  

 

Voluntary participation was stressed in conducting this case study research.  

Participants were given the opportunity to refuse participation and had the right to 

withdraw from the research in any stage. Before the field research, to the degree 

possible, all participants were informed of the research purpose, procedures and the 

content of interview and survey where appropriate. An information statement and 
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consent forms (see Appendix 4) were sent to prospective participants and owners of 

SMEs. It was highlighted that participation was entirely voluntary and declining to 

participate did not affect them and their relationship with the researcher or the 

university. 

 

Moreover, this thesis showed a legitimate concern with the uses of the information and 

strictly adhered to undertakings of confidentiality given at the time of data collection. 

When collecting data, the researcher did not request personal information directly or 

indirectly identifying participants. The thesis did not disclose any information about 

participant’s identity throughout the research. In the presentation of findings, the 

research used pseudonyms to maintain the confidentiality of informants. For instance, 

participants were labelled as Mr. A1 or Ms. A1 only and the SMEs as Company A. For 

the privacy of informants, the researcher did not ask personal and sensitive questions, 

and focused only on organizational control related matters. The researcher requested for 

participants’ voluntary involvement and did not provide any payment or other 

inducements thereby eliminating the possibility of having conflicts of interests. 

 

In relation to the storage, access and disposal of data, the researcher scanned the 

interview notes and will save them in the researcher’s computer for five years. This 

computer required a password login and was only accessible by him only. The 

researcher recorded and analysed data by himself while hardcopies were kept in his 

lockers in his study. 

 

3.9 Chapter Summary 

 

The research design was a combination of descriptive and exploratory studies. Aiming 

to investigate the organizational control adaptation among SMEs in Hong Kong, 
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apposite sampling method was adopted to select four companies in four different 

industries. In each case studied, the investigator adopted semi-structured, face-to-face 

in-depth interviews with multiple senior management informants, a survey 

questionnaire with employees to collect primary data, and reviewed company 

documents to collect secondary data. The researcher conducted pilot tests to explore the 

authenticity of the survey content and its relevance to the study’s research questions. 

The interview pro-forma and survey questionnaire covered questions of similar topics 

but with different respondents from different background, senior management and 

employees. Qualitative data from interviews revealed findings from the managerial 

perspective, while descriptive statistical analysis of quantitative data was tabulated and 

summarized to present perspective from employee respondents. In this way, 

triangulation of evidence was achieved in the data collection stage reinforcing its 

validity. It also offered a fuller analysis of the adaptation of organizational control in 

each case study company. Through the use of case study research design, a 

cross-sectional and exploratory investigation was implemented. Case studies enabled 

deeper understanding of the determinants of organizational control. A cross case 

analysis and comparisons of quantitative data collected in the survey questionnaire was 

discussed in the conclusion chapter as well. The descriptive and qualitative data was 

conceptualized by coding the interview transcripts and field notes. All possible 

precautions were taken to anticipate potential ethical issues in this study. The data 

gathered were handled with extreme care to protect the privacy of the informants. 
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Chapter 4 Findings and Discussion 

 

4.1 Introduction 

 

The data analysis starts with the data collection followed by data reduction, data display, 

and the findings: this process is shown by the Miles and Huberman (1994) model given 

in Figure 10. 

 

Figure 10 An Interactive Model of Data Analysis 

 

Source: Miles and Huberman (1994) 

 

4.2 Sample Overview 

 

The sample analyzed in this research consisted of the four Hong Kong SMEs whose 

background information is given in Table 15. To maintain anonymity and confidentiality, 

the SMEs are disguised as Company A-D. All of them are private limited companies 

and have been established for 8-25 years. Both Company A and Company B are in the 

service industry involved in data marketing and tutorial education, respectively while 

Company C and Company D are garment and giftware manufacturers, respectively, and 

both are in manufacturing industry. Their full-time workforce based in Hong Kong 

Data collection Data display 

Conclusion 

drawing 

Data reduction 
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varied between 26-48. Except for Company B, the other three SMEs had offices or 

factories in Hong Kong. Apart from Company A, the ownership and the operation of the 

SMEs involved owners and their family members. 

 

Table 15 Company Demographics 

 

     Company         

Characteristics 

A B C D 

Key business  Data 

marketing 

Tutorial 

education 

 

Garment 

manufacturing 

Giftware  

manufacturing 

No. of full-time 

employees 

HK: 45  

Guangzhou: 17 

Total: 62 

HK: 26 

 

HK: 48 

Guangzhou: 12 

Dongguan 

factory: 298 

Total: 358 

 

HK: 32 

Shenzhen office 

& factory: 400 

Total: 432 

Ownership Owned by 2 

founders  

(A1 & A2) 

Owner & his 

husband 

(B1 & B2) 

Owned by the 

founder & his 

wife (C1 & C2) 

Owned by 

owner & his son 

(D1) 

Years of history 24 8 25 18 

 

Relatives in the 

management 

team  

 

 

N.A. 

 

B1’s sister  

 

C1’s cousin 

(C3) & 

daughter (C5) 

 

D1’s son (D2) &  

daughter-in-law 

(D3) 

Interview 

informants 

2 owner 

managers 

2 owner 

managers, 1 

branch 

manager 

 

1 owner 

manager, 2 

director 

2 owner 

managers, 

1 manager 

No. of replied 

survey 

questionnaires 

32 out of 43 

distributed 

 (74.4%) 

20 out of 23 

distributed 

(86.9%) 

30 out of 44 

distributed 

(68.2%) 

26 out of 30 

distributed 

(86.6%) 
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Table 16 Respondents’ Demographics 

 

Respondents' background Company A Company B Company C Company D 

 
N =32 % N=20 % N=30 % N=26 % 

No. of year working in the 

company         

2 years or below 5 15.6% 7 35.0% 6 20.0% 8 30.8% 

3-8 years 18 56.3% 13 65.0% 15 50.0% 11 42.3% 

9-14 years 4 12.5% 0 0.0% 5 16.7% 4 15.4% 

15-20 years 5 15.6% 0 0.0% 4 13.3% 3 11.5% 

21 years or above  0 0.0% 0 0.0% 0 0.0% 0 0.0% 

         Education 
   

  
   

  

Primary education 0 0.0% 0 0.0% 0 0.0% 0 0.0% 

Secondary education 3 9.4% 0 0.0% 3 10.0% 4 15.4% 

Post-secondary education 14 43.8% 2 10.0% 15 50.0% 8 30.8% 

University education 13 40.6% 11 55.0% 8 26.7% 10 38.5% 

Tertiary education or above 2 6.3% 7 35.0% 4 13.3% 4 15.4% 

         Receive education in Hong Kong 
   

  
   

  

Yes      30 93.8% 16 80.0% 28 93.3% 22 84.6% 

No 2 6.3% 4 20.0% 2 6.7% 4 15.4% 

         Gender 
        

 Male 12 37.5% 4 20.0% 16 53.3% 12 46.2% 

 Female 20 62.5% 16 80.0% 14 46.7% 14 53.8% 

         Department 
   

  
   

  

Engineering and production 6 18.8% 0 0.0% 8 26.7% 5 19.2% 

Accounting and finance 4 12.5% 2 10.0% 2 6.7% 4 15.4% 

Human resources management 4 12.5% 0 0.0% 5 16.7% 2 7.7% 

General management & 

administration 
8 25.0% 12 60.0% 8 26.7% 8 30.8% 

Marketing and sales 10 31.3% 6 30.0% 7 23.3% 7 26.9% 

Others (Please indicate:  0 0.0% 0 0.0% 0 0.0% 0 0.0% 

          

  



103 

 

4.3 Single Case Analysis 

 

4.3.1 Case Description--Company A 

Company A was established by the two owners A1 and A2 in 1988. Company A initially 

focused on the sales of customized direct marketing services and mailing lists, and 

extended this to data trade services a decade ago. Company A has 45 full-time 

employees in Hong Kong but some back office functions were moved to Guangzhou 

because of the lower operating cost. In Hong Kong, Company A has five departments, 

namely sales and account serving, product marketing (managed by A1) and finance, IT, 

and operation and administration (supervised by A2).  A1 is the Managing Director 

and A2 is General Manager; others interviewed were the Sales and Account Serving 

Manager (A3) and Office Administration Manager (A4).  

 

 Perception of globalization and strategy adaptation 

Company A expanded rapidly in the first decade but faced many challenges since the 

economic downturn in 1998. Company A adjusted its business strategy to meet the 

changing market demand and operating environment. According to A1,  

“This is very true in our industry that globalization brings us a lot of 

challenges. We are competing in a connected world which is full of 

uncertainties and competition. I remember the difficult situation ten years 

ago. We had to o deal with the pressure of reduced market demand because 

of the economic downturn, and at the same time globalization brought us 

more competitors from foreign countries.” 

A2 shared similar views on globalization that, 

“Globalization is not a one-off process; instead, it impact us differently 

every day. It introduces us to an ever-changing environment which requires 

a high level of flexibility, speedy decision making process, innovation, 

quality services and, of course, competitive pricing…Although overcoming 

these challenges is never an easy task, globalization also brings us 

opportunities.  
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Driven by globalization, Company A changed its strategy to focus more on the data 

trade while retaining its core direct marketing services resulting in gaining some new 

big overseas accounts raising its image and profile in the industry. A2 thought his 

experience and familiarity with the local market contributed to the company’s 

competitive advantage. 

 

The employees in Company A also indicated that the impact of globalization on their 

company’s business was felt in competitive promotion, advertising, selling, distribution, 

etc., (rated at 7), while the least influential force was competition for the purchase of 

inputs, parts, and equipment (rated at 4). From employees’ perspective, the control 

mechanism was quite adaptive to the dynamic environment, which was rated at 5 in a 

7-point scale. A summary of the results is given in Table 17.  

 

Table 17 Result Summary of Questions 6 and 7 in Company A 

Forces of globalization Means Standard 

Deviation 

Competition in delivery and after-sales in your industry 5.91 0.93 

Innovation of new or better operating processes 5.03 0.74 

Price competition in the industry 6.06 0.67 

Rate at which products or services are getting obsolete 5.34 1.47 

Competition in promotion, advertising, selling, distribution, etc. 6.59 0.50 

Competition for purchase of inputs, parts, and equipments 4.13 1.52 

Competition in quality and variety of products and services 6.28 0.81 

Average rating 5.62  

   

To what extent does the control mechanism adapt itself? 5.03 0.74 

Rating scale   1: not influenced/not adapted, 7: greatly influenced/highly adapted 
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Facing globalized competition, Company A refined its control strategies to maintain 

efficiency and effectiveness. The top management decision making style was adaptive, 

and sometimes entrepreneurial, but usually within a planned agenda. A2 said,  

“…being adaptive to the new trends is essential. With the changes of the plan 

for company growth, such as opening a new branch in Guangzhou and 

extending to data trading services, we also need to adapt our strategies in 

structuring, reporting and monitoring.” 

 

As indicated by A1,  

“Since we are selling services and intangible data, rigid operating instructions 

and workflow do not fit in most of our sales function. I’ll give employees 

flexibility and autonomy on how to perform and achieve objective as long as 

core criteria are sustained. I think a too bureaucratic structure overlooks the 

potential of our employees, especially the young and energetic group.” 

The top management of Company A changed the concept of cutting work process into 

smaller parts and making employees responsible for their accomplishments, to 

empowerment although more at the team rather than at the individual level. A2 

indicated that, 

“In recent years, we introduced team-based management instead of previous 

department or function based management. It implied that not only measuring 

performance of sales related departments, but also supporting departments, as 

their performances are closely linked (sic).” 

According to A3,  

“The top management targets to build up a committed team among all staff, 

just like creating the effect of a family business. When we are sharing the 

same business goal, colleagues were not concerned whose business or duties, 

whatever needs to be done will be done.” 

A4 mentioned that the creation of a committed team counted on selecting right 

managers and staff.  

“We can create a positive brotherhood through this team building approach. 

Careful staff selection is essential for successful management”. 

 

 Organizational structure 

There were three reporting levels in Company A as showed in Figure 11. It had a flat 
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structure to keep communication direct and to be flexible; all informants concurred that 

so long as it was feasible, the company would be as “thin” as possible. In view of the 

number of people in each level, the organizational design was a very flat pyramid.  A4 

explained,  

“Our company can outperform competitors because we are responsive and 

excel in providing professional services. We cannot operate like a factory and 

structure with many layers doesn’t fit our needs.” 

 

However, a flat structure did not imply decentralized decision making. The top 

management was hands-on and was consulted on practically every aspect of all the 

businesses. Staff of officer-grade had direct access to directors and vice versa. In 

relation to the protection of company resources, ownership, and decision making power 

on major decisions, the top management admitted that control was exercised mainly 

through the owners and trusted managers. A1 added that,  

“Admittedly, this approach overloads the key managers including myself. 

We, however, cannot afford the outcomes of major errors and wrong 

decisions like big companies…To create guidelines for go or not-go decision 

making seems to be not practical.”  

 

Team empowerment to make operational matters was practiced in Company A, but not 

for decisions. A2 observed: 

“The control on the discretionary power of colleagues is not owing to lack of 

trust. It is more related to appropriateness. I also want to clarify: what we 

care about are resources related to key business but not all minor issues.” 

 

The employees little participated in capital budgeting and long-term growth strategy 

decisions and were more involved in product- and service-related decisions. Employees 

felt that the top management exercised a moderate level of control over office 

resources. 
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Figure 11 Organizational Structure of Company A 

 

 

 Reward system 

Nevertheless, A1 noted that implementing a performance measure system and 

management information system was problematical: 

‘To carry out modern control systems, it involves a great deal of planning 

and discussion of the standard procedural guidelines, format and workflow. 

It also requires countless effort to explain its execution to employees. Before 

considering whether this approach enable achieving control or not, I’d see its 

potential problems in delaying responsive decisions and flexible 

arrangement. It may be beneficial in the long run, but for immediate and 

direct returns, I am hesitant.’ 

 

Company A implemented a year-end bonus and commission as reward/incentive 

schemes while a commission scheme was in force for the Sales and Account Servicing 

department. A1 said, 
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sales and account servicing, product marketing, finance, IT,  

and operation and administration. Teams are formed within departments, 

and/or across departments for various projects. 
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“The year-end bonus scheme is used to reward employees and its amount is 

based on how well the company meets its financial target in the past fiscal year. 

This bonus will only be given to those with more than satisfactory 

performance, but I assume all staff should obtain this incentive. Commission 

scheme in sales team is calculated according to the income generated against 

their targets…I believe the use of these rewarding systems is more beneficial 

to company’s overall performance than the use of performance measuring 

systems. Our staff is more self-initiated to achieve good performances.” 

 

A3 supplemented the managerial perspective of performance measurement as follows,  

The performance monitoring measures are mainly for a more accurate analysis 

of cost and benchmarking business decisions, rather than monitoring 

employees’ activities…Since company has its business growth goal, the 

targets for each employee are inevitably from top-down. The target setting 

process is also somehow a communication of the expectation from top 

management to employees.” 

 

Performance management was primarily outcome based although A2 observed that 

personal traits affected the rating process: 

“It is difficult to spell out accurately the expected results of an employee in the 

target-setting process. Some values are not measureable but are essential to the 

overall well-being of the organization. I therefore say outcome is not the sole 

determinant of performance. It is quite understandable in a Chinese context 

(sic).”  

 

Also A2 had experienced cases where the system had affected the team spirit and 

morale when other factors were discounted: 

“I come across employees query about the unfair rating from their supervisors. 

And sometimes it brings about problems which distract our attention to 

pointless arguments.” 

 

The employees were not satisfied with Company A’s performance measurement system 

as their responses to Questions 10 and 11 were 2.69 and 5.38 out of 7, respectively, 

which reflected vague performance measurement standards and weak incentive 
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linkages. 

 

 Formal control systems 

In connection with human resources, procurement and performance reporting, 

Company A practiced modest level of documentation and reporting procedures. The 

recruitment, remuneration and promotion of staff did not have clear guidelines for 

top management, and even mid-level managers, made discretionary decisions. A1 

and A2 attempted to delegate authority in this regard to mid-level managers as the 

company size increased. From A3’s perspective, sales activity reporting was 

required but should be modified to meet specific needs: 

“Reporting is required, but I prefer to doing in a way that does not affect their 

core responsibilities. Many years ago, we tried to have weekly reports for 

salespersons. I found it took not only the salespersons’ time but also my time 

to read the reports. I soon noted that understanding their weekly activities did 

not improve our performance at all. Now we have monthly report and meeting 

which are scheduled in the end of month and the 2
nd

 week of month. They are 

serving two purposes, the written one tells me what are achieved and the 

verbal one tells me what’s going on.” 

 

The budget planning and reporting processes were more formalized as A2 asserted, 

“Business expansion, however, requires a more formal decision making 

process. The company’s accounting system is present to record all financial 

transactions and monitor activities on a regular basis. It may also because I 

am a qualified accountant. My expertise helps me to manage the budget and 

finance of the company.” 

 

In Company A, these control devices (including quality control system, cost control 

analysis and break-even analysis) were variously applied in different departments. 

Financial reports such as income statement, balance sheets, sales, accounts receivables, 

accounts payables were prepared monthly by middle-level managers. Cash receipts and 
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collection, accounts receivables collections were delegated to the finance manager. But 

the top management approved all financial reports while there were strict cost controls 

to ensure profitable and cost effective transactions. All exceptional arrangements 

required top management’s approval. 

 

There was a formal organizational chart showing functional departmentalization and 

reporting guidelines. Job responsibility outlines were available but no detailed operation 

manuals or minutes of meetings. Company A had company brochures introducing the 

company values, mission, brief history and development plan.  

 

Despite these measures, strict execution of guidelines and policies were not reinforced 

in Company A. Although A1 agreed that proper documentation could raise the image of 

company and develop a knowledge management system of company “knowhow”, he 

discouraged employees to spend time and effort to documentation and reporting. 

Likewise, A2 stated that standardization and strict rules were desirable but did not 

enhance company competitiveness: 

“…there were occasions that employees should be flexible enough to perform 

according to owner managers’ specific instructions.” 

 

Bureaucratic control concepts like formalization, specification and standardization were 

implemented but not hindering flexibility, adaptability and harmony as illustrated by 

A3: 

“…performance measurement systems tend to foster comparisons among 

employees, teams, departments, which work against with our organizational 

value of cohesiveness and harmony. Achieving ones’ key performance 

indicator is important, but achieving overall organizational goal outperforms 

that. In order to fit into the specific organizational context, modification was 

needed.” 
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This was confirmed by the employee survey indicated in Table 18. Generally employees 

did not perceive extensive application of formal procedures in Company A. Budgeting 

contained the most formal guidelines. As given in Table 18, employees rated policy, 

procedure and rule enforcement at rated between 2 and 3 in the 7-point scale. It was 

confirmed that Company A had an organizational chart, job description, meeting 

minutes, standardized reports, and company publications about history, values, culture, 

mission, development, future plans. 

 

Table 18 Result Summary of Questions 10-13 in Company A 

Questions Means 
Standard 

deviations 

How clear are the standards of these performance 

measurement systems? 
2.69  0.74  

Rating scale 1: Very vague, 7: Very Clear 
  

To what extent are the performance measurement 

systems and the incentive systems related to each 

other? 

5.38  0.75  

Rating scale 1: Extremely related, 7: Totally unrelated 
  

How often do you think the current performance 

appraisal system has been used as an instrumental 

tool of employees’ development? 

2.41  0.76  

Rating scale 1:  Very infrequently, 7: Very frequently 
 

 
 

To what extents do these processes adopted? Means Standard 

Deviations 

Budgeting 4.78  0.66  

Recruitment and dismissal 4.06  1.11  

Remuneration and promotion 4.34  0.97  

Performance measurement 4.19  1.51  

Reporting or vertical communication 4.06  1.24  

Procurement and sourcing 4.28  0.85  

Average 4.29   
Rating scale 1: rare, 7: extensive 

 

Regarding the participation level of decision making process in Company A, employees 

rated that 5.38 out of 7 for decisions at operational level and 6.19 out of 7 for decisions 

related to budgeting and long term development. These findings indicated that their 

participation was not extensive and decisions were mostly top down. 
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Table 19 Result Summary of Question 15 in Company A 

How do you agree that participation is encouraged from the 

bottom up for these areas? 
Means 

Standard 

Deviations 

(a) For product- or service-related decisions concerning level 

of operations, marketing strategy, research and development 

of new products or services, etc:  

5.38 0.98 

(b) Capital budgeting/long-term development decisions: 6.19 0.93 

Rating scale 1: all are bottom-up, 7: all are top-down 

 

 Informal control system 

 

Company A’s top management steered the formation of corporate values by selecting 

the “right” persons as their teammates. The owner values influenced the organizational 

value system, governing the policies and operational activities as noted by A1, 

“I hope all employees possessing same values with me, but the reality is usually 

deviated from the ideal situation. It’d be my bottom line that the core members 

are sharing the same goal and same belief”.  

 

A strong organizational culture, characterized as customer-oriented, responsive, flexible 

and accountable, was apparent in Company A. Top management attempted to actively 

communicate these values to employees through regular meetings and social activities, 

and disseminating the corporate values and mission on its website and brochures. 

Recruits did not undergo a particular socialization programme. To Company A’s top 

management, all departments had regular monthly meeting hosted by departmental 

managers. It was however no regular meetings across departments. Instead, since most 

of the projects involved more than one department, they met together on ad-hoc basis.  

 

Company A’s management team practiced most of the common values of traditional 
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Chinese management ideology: a high degree of personalism which diffused the 

bureaucracy’s professional objectivity. For A2, close personal relationships with 

employees contributed to enhancing the company’s competitive advantage and 

commitment to it. This was affirmed by Pang, Roberts and Sutton’s (1998, p.276) 

finding that “performance is partly determined by the loyalty and affection shown by 

subordinates and which is, in turn, displayed”. If employees were aligned to the 

company’s values, mission, and leaders, they could be expected to be more dedicated. 

As A1 quoted:  

“one of our employee tells me how he appreciates the confidence that management 

has given to them. He once had an unexpected incident in his family and could not 

go to office for work but can work at home. Special arrangement was granted for 

him as a token to show our care to our staff’s personal difficulties at home. This 

‘extra’ understanding wins the hearts of our committed and loyal staff”. 

 

Likewise, harmony and consensus were respected in Company A underlined by its top 

management who demanded collective dedication to achieve organizational goals. To 

A1, no single department or individual could singly account for the company’s success 

even if dissatisfaction was felt about the uneven sharing of workload and resources. In 

Company A, employees therefore showed support to commitment to teamwork and 

agreed to the importance of coordinated effort. 

 

Where conflicts surfaced, A1 searched for cooperation by consultation and close 

communication. Nevertheless, top management tended to apply power to secure unified 

action and direction reflecting traditional paternalism and authoritarianism in exchange 

for concern for employees’ welfare. They exhibited a sense of paternalism in different 

incidents.  

 

Employee respondents thought that there were regular communication and/or social 

functions in the organization which fostered a relatively strong sense of belonging 
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(rated 5.38 out of 7). It however did not imply that employees totally shared the key 

values of the top management. Employee rated 3.97 out of 7 to show their medium 

level of understanding of management’s key values and assumptions. 

 

 Influence of traditional Chinese management ideology 

 

Company A’s top management demonstrated a relatively high degree of traditional 

Chinese management values in their management style and corporate culture. 

Perceiving a relatively high insecurity level and personalism, relationship-based 

management had to be based on mutual trust and acceptance. The former was essential 

to enter an ‘insider’ group prior to which, constant resistance and probing was expected. 

Company A’s top management based the value of personal relationship on assumed 

assurance, understanding and mutual obligation. Thus, A1 stated,  

“I trust my core members that they will prioritize the benefits of the organization 

over other factors…The power core remains narrow because if you get the right 

person, it is very effective, very efficient. If you spread out, it becomes slow”. 

 

To A1, control was exercised as early as from staff recruitment, but not only happened 

in reporting, appraisal and other management process. Nevertheless, Company A’s 

management minimized paternalism by instituting human resource management 

practices. As stated by A1, 

“I seldom tell people that I am the boss and get my hands dirty most of the 

time. I’m trying to lead by examples, but not because of my status. Likewise I 

expect any other person to do that in the organization irrespective of the 

position. I give a title because you have a responsibility. I give a title not 

because you have a status”.   

Also, collectivism prevailed in Company A and fostered harmony and team-based 

consensus. As highlighted by A2, “Everybody, irrespective of family or non-family, is 

under the umbrella”, as reflected in the arrangement of performance management and 
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lenient policy enforcement. The use of the modern control tools, including performance 

management system, standardization, specification and formalization, in Company A 

were adapted. 

 

The employees’ survey supported the interview data. For question 18, employees rated 

paternalism 4.30 out of 7 for items related to paternalism. For other traditional Chinese 

management ideology values, they rated 5 or 6 out of 7, showing a higher sense of 

personalism, insecurity, and collectivism in company culture, respectively. Generally, 

then, traditional Chinese management ideology was relatively commonly accepted in 

Company A. Yet, in general, respondents still relatively agreed that the management 

style of their top management was westernized to a certain extent, which was rated 4.50 

out of 7. They strongly agreed that the strategy currently pursued was able to build 

distinctive competencies in their organization (rated at 6.31 out of 7). Below Table 20 

summarized the responses. 

 

Table 20 Result Summary of Questions 18-20 in Company A 

How do you think these common values of traditional 

Chinese management ideology are influencing to 

your company culture? 

Means 
Standard 

Deviations 

a. Respect authority 4.28 0.73 

b. Obedience to the authority 4.31 0.74 

c. Keeping one’s face 5.50 0.98 

d. Respect for traditions and norms 5.72 0.85 

e. Relationship-oriented 5.53 0.88 

f. Loyalty 5.59 0.84 

g. Trustworthy 5.84 0.85 

h. Harmony 5.59 0.98 

 

How do you agree that the management style of the 

top management is westernized? 

4.50 0.95 

 

How do you think that the strategy currently pursued 

is able to build distinctive competencies of your 

company? 

6.31 0.82 

Rating Scales 1: strongly disagree, 7: strongly agree 
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 Distinctive Competency 

 

Both A1 and A2 maintained the application of traditional Chinese management 

ideology as long as it proved useful. However, both recognized the need to externally 

show to clients the practice of modern management by Company A. Aspects of 

traditional Chinese management in Company A helped in facing to contemporary as 

asserted by A2: 

“Our decision chain is shorter if the center core of the company is limited to 

several key decision makers. Instead of taking stage by stage come all the way 

up, I directly collect and digest first-hand information. Just imagine how much 

time is saved, and how much clearer picture would I obtain if I have direct 

access to front line employees.”  

 

Also, A3 stressed on local strengths and a people-oriented strategy to win customers by 

the relationship-based strategy. To maintain organizational control, Company A’s 

management valued being small and flexible by minimizing formalization and 

standardization. To raise efficiency, outsourcing some functions to China could reduce 

costs and raise efficiency levels. 

 

4.3.2 Case Description—Company B 

 

Company B has a chain of centers providing tutorial services and language courses to 

primary and secondary students owned by B1 and B2. B1 is a qualified teacher who 

opened the first branch in 2004 and expanded requiring inputs from her husband, B2, a 

trained social worker and her sister, also a qualified teacher (B3). There were 26 

full-time employees at the time of case study.  

   

Company B’s top management was composed of three members: B1 was the general 
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manager in charge of the headquarters, finance and administration, B2 was responsible 

for customer service and two branches. B3 looked after academic development and two 

centers. Figure 12 is the organizational chart of B with three functional departments, 

namely academic development, finance and administration, and customer service.  

 

Figure 12 Organizational Structure of Company B 

 

 

 

 Perceptions of globalization and strategy adaptation 

The top management believed that globalization introduced new competitive rules in the 

industry. As reflected by B2:  

“Competing over price is not enough. We need to beat competitors by 

building brand and good relationship with customers. Today’s competition is 

much more than just price”.  

 

The SME attempted to remain competitive by formulating effective branding and 

relationship management strategies supported by staff who were committed, 

knowledgeable, trustworthy, innovative and resourceful. As noted by B1,  

“We are facing very intense competition in terms of price, quality, service, 
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labour, etc.. Our workforce has to be highly committed, knowledgeable, 

trust-worthy, innovative and resourceful. Moreover, all management members 

need to work closely and harmoniously as a perfect team. Luckily, we have 

achieved it so far.”   

 

Employee on-the-job training and professional development were an area of concern to 

make them highly customer-oriented in response to fast moving customer needs and 

expectations. Consequently, not only did this on our product/service development but 

overall company expansion. Being adaptive to the external environment was the key to 

success. 

 

Likewise, the employee survey confirmed (see Table 21) that they recognized 

globalization’s impact on overall business and specifically in service delivery, 

after-sales services, price, marketing, production input, quality and variety of goods and 

services. From employees’ perspective, the control mechanism was quite adaptive to the 

dynamic environment, which was rated at 5.25 in a 7-point scale. 

 

Table 21 Result Summary of Questions 6 and 7 in Company B 

Forces of globalization Means Standard 

Deviations 

Competition in delivery and after-sales in your industry 5.70  0.92  

Innovation of new or better operating processes 3.35  0.67  

Price competition in the industry 6.05  0.69  

Rate at which products or services are getting obsolete 3.70  0.73  

Competition in promotion, advertising, selling, distribution, etc. 5.95  0.94  

Competition for purchase of inputs, parts, and equipments 6.05  0.76  

Competition in quality and variety of products and services 6.15  0.75  

Average rating 5.28  

To what extent does the control mechanism adapt itself? 5.25 0.91 

Rating scale   1: not influenced/not adapted, 7: greatly influenced/highly adapted 
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 Organizational structure  

Company B had a flat structure which was “highly suitable” to the management team. 

In view of its small size, intra- and inter-departmental communication was easy and 

close supported by hands-on style by the owner-managers. There was no restricted 

method for vertical communication in such a flat structure of Company B. 

 

A consultative decision-making process was applied for operational, marketing strategy, 

new product or service development to enable a quick response time. However, capital 

budgeting decisions to finance or support long-term strategy of growth, were restricted 

to top management, as B1 explained, 

“Inside a center, center manager is the final decision maker and I trust their 

judgments. There are no guidelines telling them what to do and what not to 

do. We are operating in a dynamic environment and there are too many 

possibilities. We usually make decisions based on experiences rather than 

organizing meetings to discuss solutions… Since in one center, the number 

of employees is small and they all work very closely with each others. 

Meetings seem to be not required. Between centers, they have much less 

communication. But this is normal as our business is center-based”.  

 

Table 22 Result Summary of Question 15 in Company B 

How do you agree that participation is encouraged from 

the bottom up for these areas? 
Means 

Standard 

Deviations 

Product- or service-related decisions concerning level of 

operations, marketing strategy, research and development of 

new products or services, etc:  

4.60 0.50 

Capital budgeting/long-term development decisions: 2.05 0.69 

Rating scale 1: all are bottom-up, 7: all are top-down 

 

Similar results arose in the employee survey: product- or service-related decisions, the 

average score was 4.6 out of 7. Compared to making capital budgeting and long-term 

strategy of growth, the average score was 2.05 out of 7, respectively (See Table 22). 
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Employees viewed decision making by top management as entrepreneurial.  

 

 Reward systems 

An incentive scheme for project leaders or programme coordinators did not include 

other administrative staff and was central to the company’s sales performance as 

explained by B2, 

“Since the appointed project leaders and programme coordinators have taken 

up additional work, it is fair to give them more compensation. By doing this, 

I find it easier to ask employees to take up more responsibilities.  It is a 

win-win arrangement…To me, the performance measurement system is 

mainly for monitoring the quality of our service. Its result does not change 

the outcome of rewarding scheme directly. But its result will have an effect 

on the number of customers which in turn affect the number of programmes 

that a center can organize, and so as the incentive.”  

 

Incentives were available to course instructors if enrolments exceeded targets. The 

management team introduced these outcome-based reward systems when they opened 

the third branch and were so far effective in supporting their control goal. 

 

Formal control systems 

The top management of Company B only required formalization and standardization at 

operational level: planning and reporting forms were used for budgeting, hiring and 

procurement as noted by B2:    

“We have developed some guidelines for budgeting to match our financial 

target. There are rules spelling out what, how, when, and how much we should 

spend according to the income. And since recruitment is often followed by 

expenditure, it is necessary to have plans.”  

 

Written job descriptions and work instructions for frontline junior staff in Company B 

existed, although, according to B1, making decisions based on rigid policy was not 



121 

 

practical at managerial level: 

“Junior and part-time staff may be able to simply follow instructions generated 

from the Manuel to solve their daily operation matters, but, to my experience, 

there is no ‘perfect’ guideline available for mangers.” 

 

Moreover, performance reporting and quality control tools were in place. The most 

useful control systems, existing for two years, measured customer satisfaction level 

which was conducted regularly to assess customer satisfaction and employee 

performance. Top management underlined this practice to employees to secure the 

company’s reputation and performance. To B2, employees acknowledged that as 

customers’ expectations and requirements were always high, such controls were 

reasonable and necessary.  

“For the frontline positions who are working closely and directly with 

customers, customers’ satisfaction level is deemed as a critical factor for 

staff performance and evaluation. Sometimes, managers also need to collect 

comments from customers personally and through regular customers’ 

satisfaction survey.” 

 

Company B ensured that customer appraisals were fair and, to enhance team work, peer 

evaluation was initiated. As B3 explained,  

“It is useful to ensure staff is performing their role in the team, and is a good 

teammate to work with. Having good appraisal from customers but with 

poor relationship with colleagues is not good enough.”  

 

Company B also had brochures introducing company values, culture, history, mission, 

etc. together with company logos. B1 pointed out that,  

“In such a quality-oriented company, we regularly conduct evaluation of 

customer satisfaction as well as service quality. In order to increase the 

efficiency, we do set up forms for performance appraisal. This is mainly for 

measuring how customers rate our service.” 
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Personal and direct supervision maintained control over office resources as stressed by 

B2:   

“In fact, personal direct supervision is one of our important strengths. We 

firstly organize ourselves into small business units, on center basis. The 

primary ability and function of a center manager is serving as a role model for 

employees. Everybody then knows what and how to do. We believe that the 

most effective way to empower employees is to build cohesive moving teams 

committed to provident superior service to customers.” 

 

And for strict rule enforcement,   

“Generally rules are applied strictly. It is because we try to apply rules only 

when it is necessary. There could be some rule-breaking occasions, but we do 

not encourage and try to keep away from. Or else, there is no point to set up 

rules.”  

 

 Table 23 Result Summary of Questions 10-13 in Company B 

Questions Means 
Standard 

deviations 

How clear are the standards of these performance 

measurement systems? 
6.30 0.73 

Rating scale 1: Very vague, 7: Very Clear 
  

To what extent are the performance measurement systems 

and the incentive systems related to each other? 
6.25 0.79 

Rating scale 1: Extremely related, 7: Totally unrelated 
  

How often do you think the current performance appraisal 

system has been used as an instrumental tool of employees’ 

development? 

6.10 0.64 

Rating scale 1: Very infrequently, 7: Very frequently   

   

To what extents do these processes 

adopted? 

Means Standard 

Deviations 

Budgeting 5.45  0.76  

Recruitment and dismissal 5.40  0.68  

Remuneration and promotion 5.35  0.75  

Performance measurement 6.30  0.73  

Reporting or vertical communication 5.15  0.67  

Procurement and sourcing 5.90  0.79  

Average 5.59   

Rating scale 1: rare, 7: extensive 
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Table 23 shows that employees rated formalization in the SME as extensive scoring 

5.59 out of 7. This was confirmed by the employee survey which rated 6 out of 7 for 

the level of rule-orientation, with 7 as extremely strict. Survey results also 

confirmed that Company B had an organizational chart, job description, meeting 

minutes, standardized reports, and company publications about history, values, 

culture, mission, development, future plans. 

 

 Informal control system 

Top management values, specifically customer-orientation and teamwork, shaped 

corporate values significantly. The management team regularly joined informal 

gatherings such as birthday party and celebration lunch to foster communication and 

build relationships with employees. There were also company-sponsored retreats for 

managers and other teambuilding activities for all employees. Employees seemed loyal 

and dedicated to Company B. Additionally, as personal reference was stressed in staff 

recruitment process, clan control was facilitated. B1 leveraged a few loyal and trusted 

employees to exercise control over employee behavior. These core values were 

incorporated in the performance measurement exercise as well. 

 

The management team asserted their belief in traditional Chinese management ideology 

and the organizational culture was people- and trust-oriented, and this did not prevent 

them from adopting relevant modern control practices, as noted by B1, 

On one hand, we learnt practices from large organizations on how to organize, 

how to change, how to do branding, how to do customer services, how they 

actually do the sales and marketing, etc.. On the other hand, we stayed using a 

Chinese way to manage staff, as we all are Chinese.”  

 

People being their primary resources, Company B’s management maintained high 
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commitment by building personal relations with staff and fostering teamwork. Also, 

recruits were generally relatives and personal referrals in the belief that trust and 

relationships could be fostered, as stressed by B1: 

“I know the personality and capacities of my friends. And by referral, it is more 

likely to hire someone who likes our company culture and share similar values. 

I’d also admit that it is easier to build confidence to people with 

recommendations from my team and my friends than from resume. Yet it is not a 

rule.” 

 

Social connections and a friendly work environment attracted talented people as, 

according to B1:  

 “Social and emotional commitment is strong and keeping people to perform 

well…also appreciation and recognition are regarded as positive motivational 

tools to achieve control in our centers”.  

 

B1 held himself accountable to his staff and coached and developed them while 

imparting the company’s philosophy and cultural values. Social activities like parties, 

picnics and short leisure trips for building the team spirit were regularly arranged. While 

a harmonious work environment was desirable, unquestioning obedience was 

discouraged as this affected e responsiveness and flexibility. B3 required staff to work 

independently and show initiative and not always depend on superiors for direction in 

their functional roles. 

 

The employee survey affirmed that the values of paternalism, personalism, insecurity 

and collectivism were reflected in their culture and managerial practices to different 

degrees. They strongly agreed that the strategy currently pursued was able to build 

distinctive competencies in their organization (rated at 6.30 out of 7). Table 24 

summarized the responses. 
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Table 24 Result Summary of Questions 18-20 in Company B 

 
Means 

Standard 

Deviations 

How do you think these common values of traditional 

Chinese management ideology are influencing to 

your company culture? 
  

a. Respect authority 4.15  0.49  

b. Obedience to the authority 4.30  0.47  

c. Keeping one’s face 5.60  0.60  

d. Respect for traditions and norms 5.50  0.69  

e. Relationship-oriented 6.55  0.69  

f. Loyalty 6.60  0.68  

g. Trustworthy 6.60  0.60  

h. Harmony 5.59 0.98 

 

How do you agree that the management style of the 

top management is westernized? 

5.35  0.93  

 

How do you think that the strategy currently pursued 

is able to build distinctive competencies of your 

company? 

6.10  0.79  

Rating Scales 1: strongly disagree, 7: strongly agree 

 

 Influences of traditional Chinese management ideology 

Challenges were faced in adopting modern control practices because of the embedded 

traditional Chinese management ideology and resolved by discussion and open 

communication. In Company B, employees were committed and seem to accept 

rationale for modern quality and performance control measures to structure a strong 

service quality culture. According to B2, frequent and effective communication also 

successfully relieved the disagreement and tension among employees against some new 

company guidelines and management practices. Effective people management skills 

were needed to complement professional management expertise. 

  

B2 acknowledged difficulties in applying the new performance measures: personal links, 

for instance, required giving “face” to maintain harmony affecting objective 
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assessments. B1 admitted this sort of issues existed especially at management level as 

family ties were strong. Also, conflicts existed between performance criteria in 

service-based versus customer-oriented positions. Routine procedures were regarded as 

inappropriate, and should be adopted in other functions such as budgeting and 

procurement which required a high level of standardization and strict rule-orientation. 

 

 Distinctive Competency 

Company B was a family firm operating in a family-like culture to which was attributed 

its rapid expansion and distinctive competencies. B1 explained,  

“the members of management team know the personality, attitudes and 

temperament of each other very well…we might have disagreements but could 

resolve quickly. Trust and devotion ease our decision making process.” 

 

B2 likewise the family culture contributed to company competitiveness: 

“If it is a member from outside, what is going to happen to the customers 

when this person leaves the company? Our customers and company operation 

will be disturbed. I therefore consider that important posts still have to remain 

as family concern. It is still have chance that a particular person from our own 

circle is not good. But there may be remedial arrangements such as hiring 

good and loyal assistant and professional managers with necessary expertise 

and experience to avoid problems. If we entirely depend on an outsider, once 

he or she leaves, I have no way to keep the continuance.”  

 

B3 suggested that opening more branches would enhance branding but B2 believed 

expansion had both pros and cons: more efficient control, a higher level of 

standardization, formalization and specialization would be essential while capital 

investment, managerial and market competition occupied B1’s mind. She considered 

franchising but doubted that service quality and other management issues could be 

avoided. 
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4.3.3 Case Description – Company C 

 

Company C is a garment manufacturing firm with a factory in Guangdong Province 

specializing in down filled outerwear. In 1987, C1 and his wife C2 initiated their 

business a trading company for two years, after which a factory began production in 

China with family financing and a new Guangzhou office involving C1’s cousin. At the 

time of this research, it had 48 full-time employees in Hong Kong, 12 in Guangzhou 

and 298 in the Dongguan factory. The workforce size was stable for the last three years. 

There were six major departments in Company C, including procurement and 

merchandizing, sales and marketing, design and production, information systems and 

logistics, finance and accounting, and HRM.  

 

Figure 13 Organizational Chart of Hong Kong Headquarter of Company C 

 

 

Top management comprise f three members, C1, his daughter C5, his cousin C3 and one 

long-serving employee C4. C1 with over 30 years experience in garment manufacturing, 

2 chairman and owners 

3 directors 

Departments:  

Procurement and Merchandizing, Sales and Marketing, Design and 

Production, Information System and Logistics, Finance and Accounting, 

and Human Resources Management. 

6 departmental managers 
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met his wife in his first job in a garment factory and decided to set up their own trading 

firm, joined by their only daughter. C2 withdrew from the management team 4 years ago 

because of health problems. On opening their garment factory, they recruited their cousin 

to manage it. Figure 13 shows the organizational chart of Company C. 

 

 Perceptions on globalization and strategy adaptation 

 

Manufacturing garments for foreign markets created many challenges for it, as 

explained by C1, 

“Change is constant…it is sometimes impossible to work solely according to 

plans. Make adjustments and be flexible are vital. ”  

 

Forecasting business plans yearly has been replaced by six-month plans which C1 

thought was uncommon in the industry in terms of market responsiveness. This resulted 

from acknowledging that external market and other environmental information was a 

priority leading to a series of changes in control strategies, organizational design and 

company positioning. 

 

Table 25 Result Summary of Questions 6 and 7 in Company C 

Forces of globalization Means Standard 

Deviation 

Competition in delivery and after-sales in your industry 5.80  0.55  

Innovation of new or better operating processes 5.23  0.73  

Price competition in the industry 6.10  0.66  

Rate at which products or services are getting obsolete 6.10  0.84  

Competition in promotion, advertising, selling, distribution, etc. 6.67  0.48  

Competition for purchase of inputs, parts, and equipments 5.70  0.95  

Competition in quality and variety of products and services 6.07  0.64  

Average rating 5.95  

   

To what extent does the control mechanism adapt itself? 4.67 0.99 

Rating scale   1: not influenced/not adapted, 7: greatly influenced/highly adapted 
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The employee survey rated their perception of the forces of globalization high with a 

score of 5.95 out of 7. From employees’ perspective, the control mechanism was 

relatively adaptive to the globalized environment, which was rated at 4.67 in a 7-point 

scale (See Table 25). 

 

 Organizational structure and reward system 

Referring to its organizational chart in Figure 13, it had six departments whose heads 

reported to three directors and two owners. Vertically, there were four main layers in 

Company C, its horizontal span was low and the vertical span was medium. The 

organizational hierarchy is like a pyramid implying centralized decision making.  The 

Chairman and directors decided on all strategic decisions involving product or service 

development, capital budgeting, and long-term strategy plans and implementation was 

then delegated to department heads. Top down communication was observed in 

Company C.  

 

A performance management system was introduced when C5 joined the organization 

but difficulties were faced. As recounted by C5,  

“In the beginning, colleagues were highly discouraged, and some were 

‘scared’, by the tough targets and high standards. Many of them were below 

the requirements, and then the management presented to be lenient in the 

implementation of the performance measurement polices. A hasty introduction 

of this system gave managers challenges and more work to keep good 

relationships with subordinates and high morale. It was last for several months 

and then was suspended. I painfully learnt that any ‘good’ systems without 

customization based on the culture of our company can hardly be effective.” 

 

The appraisal system was modified based on feedback. There were different incentive 

schemes applied: year-end bonus was given to department heads and directors while 

other staff would receive an extra month’s salary if company performance was 

satisfactory. For factory workers, incentives were given to improve punctuality, 
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precision, quality control, etc. C1 likewise believed that performance should be 

outcome-based and quantified and measured by results. All interview respondents rated 

the reward system highly and link to the attainment of corporate goals. Nevertheless, to 

C5, the performance management system could be enhanced:  

“Since rewards to a large extent were linked to company’s performance as a 

whole, instead of individual target in company C, some under-performed 

employees would still receive the 13
th

 monthly salary. But it’s hard to carry 

our performance management on individual basis here.” 

 

 Formal control systems 

Written versions of operation manuals and workflows in the functional departments 

were sometimes detailed (example, job descriptions) and others brief but constantly 

updated. Inter-departmental minutes and reports were usually available but not for the 

departmental ones. Meetings involving top management were usually formally 

documented by secretaries. Company C developed its own company brochures and 

website with a brief company history, mission, future plans and company values.  Most 

company reports and documents were standardized in format as were the recruitment, 

performance appraisal and other human resource-related processes by the HR 

department while budgeting and procurement were standardized by the Finance and 

Accounting Department. For other operational procedures and policy, each department 

developed their own with top management approval.  

 

C1 sought to maintain high operational flexibility by minimizing systematization 

although staff perceived that that in practice a medium level of flexibility existed. 

Occasionally, top management pressure was exerted to conform to past practices and 

procedures and disregard innovations. Top management while regarding flexibility as a 

key to success, preferred to be kept “informed”.  
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In addition, the management information system (MIS) was developed to a certain 

extent to raise efficiency and upgrade documentation. Strict cost controls were in place 

to ensure profitability and cost effectiveness but management showed concern for lower 

flexibility and slow responsiveness with the MIS. To C1,  

“It takes a lot of time to set up procedural guidelines and detail workflow, and 

somehow the systems are not friendly enough to those with minimal IT skills. 

I sometimes prefer managing in the old way.” 

 

C1 contended that this system was less effective than expected and imposed additional 

burdens on management and staff reducing operational flexibility. As described by C1, 

“I see the reasons why many colleagues are not very supportive to such a high 

level of formalization in planning and work process and such a process-based 

performance appraisal system. Undoubtedly, the MIS in our company is still 

far from achieving management control purpose at this stage. We have much 

more work to do to realize the real benefits of the system.”  

 

Even in the adoption of modern organizational control concepts, in such areas as cost, 

inventory and quality control, operational procedures were not specifically formulated 

as viewed by C5, 

“Standards are still too vague for staff to follow…we need to work harder to 

strike a balance between flexibility and rigidity. But the direction to achieve 

a higher level of standardization in the aspects of cost control, inventory 

control, and quality control won’t change.”  

 

Table 26 exhibited the employees’ rating of formalization of various planning and 

reporting process as medium with a score of 4.53 out of 7. The survey also showed that 

Company C attained a high level of linkage between performance measurement systems 

and incentive systems. Despite of these findings, employee respondents perceived a low 

level of rule orientation and a low level of interconnection between incentive system 
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and career development (scored 3.33 and 3.87 on average out of 7-point scale 

respectively). 

 

Table 26 Result Summary of Questions 10-13 in Company C 

Questions Means 
Standard 

deviations 

How clear are the standards of these performance 

measurement systems? 
3.33  0.71  

Rating scale 1: Very vague, 7: Very Clear 
  

To what extent are the performance measurement 

systems and the incentive systems related to each 

other? 

6.67  0.48  

Rating scale 1: Extremely related, 7: Totally unrelated 
  

How often do you think the current performance 

appraisal system has been used as an instrumental 

tool of employees’ development? 

3.87 0.63 

Rating scale 1:  Very infrequently, 7: Very frequently   

To what extents do these processes 

adopted? 

Means Standard 

Deviations 

Budgeting 5.07  0.91  

Recruitment and dismissal 4.27  0.83  

Remuneration and promotion 4.27  0.52  

Performance measurement 3.83  0.75  

Reporting or vertical communication 4.97  1.00  

Procurement and sourcing 4.77  0.86  

Average 4.53   
Rating scale 1: rare, 7: extensive 

 

 Informal control system 

C1 shared many traditional Chinese management values including respect for traditions, 

norms, seniority and hierarchy, obedience to the authority, maintaining one’s ‘face’, 

valuing relationships, loyalty, and company and work harmony, while being selective in 

depending on external entities. Being a paternalistic leader, C1 held himself accountable 

to staff welfare without expecting reciprocal feelings from all. When management 

authority was respected by staff, organization’s vision and direction were more easily 

received and truly valued. Human capitals were critical assets supporting enterprise 

harmony which was founded on the internalization of the significance of each person’s 
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role. Management in Company C agreed to the rules of proper behaviours outlined by 

the Confucian thought. As perceived by him,  

 “There were the rights and responsibilities for each organizational member, 

including myself. As an employer, I find my own role which come along with its 

rights as well as duties. ” 

 

Nevertheless, new and younger additions to the management team would inevitably 

involve transformation and new perception. As foreseen by C1:  

“It’s time to keep abreast with the trend of globalization. He wanted to avoid too 

much emphasis on seniority and organizational hierarchy, which might 

discourage the young talented employees.” 

 

Insofar as informal control strategies were concerned, C1 preferred to exercise clan 

control through some trustworthy and reliable colleagues with similar vision and core 

values. Those in the inner circle would be more committed and accountable to 

organizational growth. As C1 stated: 

“I could communicate freely and openly within the trusted group of members 

which mainly composes of employees with longer tenure and at more important 

positions…whether they are trustable and whether they are having the same core 

values, are key factors that I consider someone should be included in the trusted 

group or not, but not just family ties. I tend not to promote kinship in company.” 

  

In Company C, there were company meetings, functions and activities were organized 

to enhance communication and bonding among employees while formal orientation for 

new members was absent. Although new staff were usually closely mentored by their 

immediate supervisors, they needed to learn about company culture by communication 

with colleagues and personal observation. 

 

The survey by employee respondents indicated that bottom-up decision making was not 

common in Company C. As showed in Table 27, decision making process at operational 
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level and strategic level were rated on average 4.77 and 4.67 out of 7 in relation to 

questions 15a and 15b respectively in terms of the participation level of employees.  

 

Table 27 Result Summary of Question 15 in Company C 

How do you agree that participation is encouraged from the 

bottom up for these areas? 
Means 

Standard 

Deviations 

Product- or service-related decisions concerning level of 

operations, marketing strategy, research and development of 

new products or services, etc. 

4.77 0.90 

Capital budgeting/long-term development decisions 4.67 0.99 

Rating scale 1: all are bottom-up, 7: all are top-down 

 

C1 admitted balancing the people-oriented management beliefs and the concepts of 

modern control system was a challenge that management team had to confront and 

resolve: 

“With the aid of management information system, the operation in our 

organization can run smoother and at a more efficient way comparing to the 

old days. Clear standards, detailed procedures, step-by-step workflow allow 

our staff to perform efficiently, and for that, I find the system helpful. 

However swift adaptation and adjustment driven by the dynamic market make 

it costly for its implementation not just in terms of monetary cost but other 

resources. If we are not careful enough, it can lower our flexibility in 

management as well. I’ll leave this remark to my successor for him to 

continue to refine the design and execution of these systems. I also think that 

introducing these advanced systems is a way to go in the new era”. 

 

 Influences of traditional Chinese management ideology 

The implementation of control strategies designed and promoted by top management 

reflected its traditional Chinese management ideology, and recognized that power was 

still centralized: 

“The power core remains narrow, especially the top management. This is Chinese. 

The profit sharing scheme is implemented to make everybody belong to this family. 

But it is also stressed that family members have a kind of obligation. And that is 
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something that must remain as Chinese concern. If it is my own family personnel, I 

have no worry at all, no concern at all, as long as she performs her job”. 

 

C5 further stated that many forces impacted the application of his management 

philosophies although human relations was a significant factor:  

“It is very difficult to distinguish, that is to say this governing influence comes 

from many aspects, yet it is difficult to tell whether it is your attitude in life, 

personality, your education background, your past work experience, your 

religion, or the culture you are in. I think a combination of all possible factors 

make us do what we do”.  

 

“However, in a Chinese society, not only Chinese managed organization, other 

organizations with bosses of other nationalities also need to acknowledge that 

Chinese society generally is a human-centered society. Human being should 

be at the center in all sorts of interaction no matter in profit-making enterprises, 

in schools, and in any other types of organizations. My parents used to teach 

me that in running business I have to rely very much on human relations. I 

somehow think it is not only limited in the Chinese society. Human relation is 

very helpful in our business with foreign partners as well.” 

 

Admittedly, modern management concepts remained weak. According to C5,  

“The weakness of organizational management hinders a satisfactory 

implementation of modern management control system. In modern large 

companies, They usually have a clear salary scale with a yearly increment, and 

have a fair performance assessment. Performance measures are clear and 

readily accessible by employees. Nevertheless we work in a more Chinese-like 

way and basically rely on the supervisors’ comments and evaluation on 

employees’ performance. It can be hardly described as a comprehensive 

assessment”.  

 

C5’s view was that that the Chinese as an ethnic group, did not favour long term 

planning. For instance, the management team regularly schedule meetings, preferring to 

hold them on an ad hoc basis but such a style was incompatible with the demands of 

contemporary environments. But, it could enable flexibility in meeting uncertainty. 
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The survey findings supported C5’s opinion that traditional Chinese management 

ideology had strong influence in Company C. Respondents agreed to a large extent 

(5.81 on average out of 7) that these common values of Chinese management ideology, 

including respect authority, obedience to the authority, keeping one’s face, respect for 

traditions and norms, relationship-oriented, loyalty, trustworthy and harmony (See 

Table 28) were influential. They did not think their company was highly westernized in 

terms of management style (it was rated 3.8 out of 7). This perception did not lower 

their company’s distinctive competency which was rated 5.63 out of 7 indicating 

Company C was effective in building its distinctive competency from employee 

respondents’ perspective.  

 

 

Table 28 Result Summary of Questions 18-20 in Company C 

Questions Means 
Standard 

Deviations 

How do you think these common values of traditional 

Chinese management ideology are influencing to 

your company culture? 
  

a. Respect authority 4.87  0.78  

b. Obedience to the authority 5.30  0.95  

c. Keeping one’s face 5.97  0.89  

d. Respect for traditions and norms 5.63  0.85  

e. Relationship-oriented 6.23  0.82  

f. Loyalty 6.43  0.63  

g. Trustworthy 5.90  0.92  

h. Harmony 6.17  0.91  

 

How do you agree that the management style of the 

top management is westernized? 

3.80  0.61  

 

How do you think that the strategy currently pursued 

is able to build distinctive competencies of your 

company? 

5.63  0.93  

Rating Scales 1: strongly disagree, 7: strongly agree 
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 Distinctive Competency 

To build distinctive organizational competencies, C1 identified “the leadership team 

lead the company in order to promote the company’s progress”. He further explained,  

“The leadership team should carefully carry out the department organization and 

to organize the person in charge of each department. Every department has its 

organization and has a departmental leader to manage. There is no way for one 

person to do all the work, or else there is no organization. It however does not 

mean company leader can be relaxed and solely rely on him to run the 

organization for you. We have no choice but to attend to the business and watch 

how our managers work every day. To be a successful company leader, I also 

need to think how to inspire and encourage different departmental managers to 

work in harmony towards one single company goal.”  

  

Leadership competence inferred close and collaborative relationships with departmental 

managers to establish enterprise direction and unity of purpose.   

 

C1 stressed that thinking in a Chinese way was the foundation of their current 

achievements. In any major decision, he attempted to consider all the relevant factors 

practicable and sought the views of senior staff: this constituted the essence of Chinese 

management:  

“It is contextual and should not be fixed by rules. For Chinese, it is primarily 

based on human relations. However, this concept has been now been loosely 

interpreted”. 

 

In delegating roles and responsibilities, he weighed the nature of the task, individual 

capability and personality attributes avoiding any systematic pattern and way to assign 

duties without bearing all other major factors. His rationale was that, 

“In order to maximize ones’ potential, I believe matching the nature of work 

with the talents of our colleagues. As long as there is a good match, I can give as 

much autonomy as needed to the person-in-charge.”  
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In this process, he balanced the delegation of tasks and responsibility and staff could 

seek his counsel at any time. He believed that the personal relationships and 

understanding would help to increase staff’s work effectiveness and satisfaction, hence 

improving competitiveness and unity of organization. In short, C1 was a central father 

figure in his company and was looked upon as such by his employees. 

 

As C1’s successor, C5 believed firmly that the integration of Chinese and modern 

ideologies would create innovative solutions for the company:  

“Solely within the Chinese ideology, what is good and what is bad has already 

been very debatable. What we choose for ourselves as good and bad may not 

be right for us. And even after we make the good choice, the choice may not 

be workable. Globalization could bring in both good and bad things. There is 

no point to make judgmental comment and change is constant…I can only say 

the complicated choice results in the direction we are now moving.” 

 

Moving into the path of integrating, however, she was mindful of contradictions and 

inconsistencies in this hybrid approach:  

“In many situations, the intellectuality and emotion are always mixing and 

contradicting. I find it unclear to interpret what are so-called Chinese and 

Western. But being able to be open enough to learn and embrace others should 

be constantly right.” 

 

She also believed that knowledge and wisdom arose more from personal experiences 

than from books,  

“In terms of management skills and technology, I do not think it is good to get 

rid of the traditional thoughts as they have the values for reference.” 

 

4.3.4 Case Description – Company D 

 

Company D manufactured and marketed a wide spectrum of gifts and premium 
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souvenirs, either in-house or custom designed including essentials and more high value 

goods such as candles, bath lotions and oils, cosmetics, gourmet chocolates, costume 

jewelry, toys, games and books. The company was established in 1994 by D1 whose son 

D2 joined after graduation in 2000 and became general manager in 2010. D2 met his 

wife, D3, a sales manager, in the company. Its Shenzhen factory was managed by a 

long-serving employee D4. The Hong Kong office had 32 employees, a Shenzhen office 

and factory with 400 employees. Sales and Marketing, Personnel and Accounting, 

Procurement, and IT and Operations were the four major departments. 

 

Company D started as a giftware distributor and evolved into manufacturing giftware 

two years later. The size of factory did not expand as planned because of The economic 

downturn in 1998 halted a planned factory expansion but the company sustained itself 

as a reasonably priced giftware manufacturer. Subsequently, the founder approached 

business expansion conservatively until D2 proposed establishing sample kiosks for 

retail customers and for brand building in 2005.   

 

 Perceptions of globalization and strategy adaptation 

Globalization shaped the giftware industry, as observed by D2 and affirmed in the 

employees survey, 

“Competition is present everywhere. Technology also drives us to explore new 

strategies. Instead of entering a price competition, we target to compete by 

introducing more varieties of products, providing quality assurance, improving 

services and buying experience, etc.” 

 

Company D targeted not only customers in Asia, but also sought business opportunities 

in Germany, North America and Eastern Europe enabled by technology advancement 

which also affected procurement and sourcing as explained by D2:  

“Giftware includes a large variety of products and vendors, information 
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technology is thus a powerful tool to make the job of information seeking easy. 

A small scale of enterprise resource planning system is adopted to streamline 

company’s information and data flow process, to build a set of strict and 

scientific management system, to materialize company’s information dynamic 

management, to improve company’s management level and comprehensive 

response ability, to make use of resources reasonably, control production cost, 

shorter delivery time, and improve company’s competence. 

 

Table 29 Result Summary of Questions 6 and 7 in Company D 

Forces of globalization Means Standard 

Deviation 

Competition in delivery and after-sales in your industry 6.38  0.75  

Innovation of new or better operating processes 6.62  0.50  

Price competition in the industry 6.23  0.65  

Rate at which products or services are getting obsolete 6.35  0.80  

Competition in promotion, advertising, selling, distribution, etc. 6.15  0.83  

Competition for purchase of inputs, parts, and equipments 5.65  0.94  

Competition in quality and variety of products and services 5.92  0.80  

Average rating 6.19  

   

To what extent does the control mechanism adapt itself? 5.19  0.96  

Rating scale   1: not influenced/not adapted, 7: greatly influenced/highly adapted 

 

Company D’s management believed that the enterprise resource planning system (ERPS) 

would provide timely and accurate information about its production and operational 

status and enable data analysis and prediction to assist business decision making. ERPS 

was also an improved control mechanism. However, the staff expressed reservations 

about the competence of management in technology application as various issues 

surfaced including computer virus, computer glitches and unstable Internet access. 

 

While D1 and D2 managed the daily operations and revenue growth, key managers 

were chosen as department heads to implement formal financial controls based on 

proven managerial performance rather than family ties. In Company D, only the sales 
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and marketing manager had family links with D1 while D3 became one of their family 

members later on after getting married the founder’s son. 

 

 Organizational structure and reward system 

Figure 14 shows the flat structure of Company D having only three major levels. The 

management team was operationally very hands-on avoiding hierarchical positions 

hindering direct communication and interaction. The apex was filled by the general 

manager and Chairman only while the Shenzhen factory’s labour intensive production 

method necessitated a more hierarchical structure and division of labour. These 

structural variations appeared to management to be operationally satisfactory.  

 

Figure 14 Organizational Chart of Hong Kong Headquarter of Company D 

 

 

Decision making authority laid with D1, the Chairman who consulted D2 and other 

departmental managers on matters pertaining to long-term growth strategy h, new 

Chairman 

General Manager 

Incentive system, Share in profits, 

Strengthening position of GM 

Loyalty, entrepreneurial attitude 

Good performance, loyalty, low 

staff mobility, customer focus 

Incentive system, qualification, 

further professional training, 

working conditions 

4 departmental managers in Sales and Marketing, Personnel and Accounting, 

Procurement and Production, and IT and Operation 



142 

 

business ventures, divestments and modifications to its operating philosophy. The time 

horizon for such planning was usually three to five years. Company D adapted the 

modern controls model to fit the local organizational and environmental contexts: as 

stated by D1, “It is useful to apply some up-to-date concepts in our management in light 

of the changing market trend and customer needs.”  

 

The general manager made the capital budgeting decisions assisted by key managers 

seeking D1’s advice if necessary. D2 required department managers to develop product 

or service-linked plans and strategies covering operations, marketing strategy, research 

and development, etc., and made joint decisions. For example, sales and other targets 

were decided by D2 with final authority resting with the general manager. Management 

believed that the existing control systems could cope with business expansion. Bonus 

payments were made to reward staff based on performance. Key managers’ 

performances were monitored quarterly or semi-annually, monthly for the sales team, 

and annually for the remainder. D1 monitored performance by direct or personal 

supervision and observation:  

“The standards were attainable and rational to keep every one motivated and 

goal targeted…the fact that top management is finally accountable to 

employees’ performances. As managers, I am obligated to find the right 

persons for the right positions and duties, and give them rooms to accomplish 

the goals”. 

 

And, this process included even family members: 

“Individuals in the family must also believe in the performance-based reward. 

Otherwise, I don’t think our organization can survive and succeed in such a 

competitive environment”. 

Outcome-based performance targets were set at individual, team and company levels:  

“Setting target is seen as an effective control tool. It establishes an agreement 

on investing to short-term activities and long-term goals. In this way, our staff 

can concentrate on certain focus area and can ‘frame’ for certain activities. 
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Targets certainly give us specific financial frames to work freely within it.” 

 

While performance criteria could not all be objective and quantifiable, personal bias and 

qualitative criteria in the appraisal process had to be avoided. D1 quoted an example,  

“We have been very proactive in cost-saving targets in the past few years 

These targets are seen difficult as we are surrounding by a variety of 

environmental challenges. We have to convince ourselves to commit to these 

given the fact that they are necessary.” 

 

Nevertheless, management sometimes had to weigh behavioral and trait based 

factors in appraising employee while discretion had to be exercised cautiously for 

length of service and level of loyalty in allocating rewards. D2 believed that, 

“We cannot manage by dictating without having a proper discussion. 

Commitment and motivation are not gained by meeting the percentage cost 

cutting target given from the top. As managers, we should not run away from 

real accountability. And we have to acknowledge that commitment to targets 

have to come along with good incentives”. 

 

As observed, the management team tended to go for the frame thinking to achieve really 

beneficial controllership instead of hard targets. D1 supported D2’s rationale by saying,  

“We see that targeting enables employee autonomy in deliveries without 

making a concession on company’s profit.Surprisingly employees’ 

commitment can be gained even though it is not in our plans.” 

 

Flexible decision making did not nullify the need for rules. D1 and D2 concurred that 

the performance measurement and reward system were closely correlated and 

exemplified the adaptation of modern performance management theories in an 

essentially Chinese context. 

 

 Formal control systems 

Business expansion and diversification necessitated the establishment of formal control 
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systems.  Financial transactions were recorded and activities monitored regularly by 

mid-level managers. Financial reports such as income statement, balance sheets, 

inventory, sales, accounts receivables, accounts payables were prepared monthly. Cash 

receipts and collection, inventory control, accounts receivable collection had also been 

delegated to trusted managers. The owners, however, continue to sign the company 

cheques. The delegation of report preparation to a finance manager without family ties 

illustrated that Company D has adapted by delegating to professional managers for the 

responsibility for financial reporting.  

 

The formal organizational chart was updated as and when necessary. Basically, 

departments were functionally defined, job descriptions provided overviews of job 

scope but not clearly defined responsibilities and duties. As rationalized by D2,  

“Our company was not that big requiring very refined specification of all positions. 

There are positions covering a wide range of roles and duties. Being multitasking 

and flexible are more practical, I do not think it would raise our efficiency when 

there is a detailed operation manual. However, the exception is for our factory 

workers who require a high level of standardization of their work”.  

 

Although D2 did not see the need for operation manuals for the whole company, 

departmental managers usually developed their own standard operating procedures 

(SOPs). Thus, staff were required to strictly follow procurement procedures, sales 

representatives had to apply the standard workflow in their proposals and quotations, 

and guidelines existed for communication with production unit. The personnel 

department had guidelines for hiring and firing decisions for all departments to adopt. 

The hiring of mid-level managers was the prerogative of the owners, for other positions, 

mid-level managers usually made the decisions reporting to the general manager. While 

no manuals or guidelines were given for the professional managers, control was 

achieved through target setting. 
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The management, including D1, did not insist on proper meeting agendas and minutes 

because of the extra workload. To D1, 

“If we recognize written records as a reminder or a summary of discussion, I’m 

fine. It seems so distant and formal to document every thing. As long as trust is 

present, verbal commitment for internal communication should be enough. No 

need to say a more formal approach should be applied for external 

communication”. 

 

 

Table 30 Result Summary of Questions 10-13 in Company D 

Questions Means 
Standard 

deviations 

How clear are the standards of these performance 

measurement systems? 
6.46  0.71  

Rating scale 1: Very vague, 7: Very Clear 
  

To what extent are the performance measurement 

systems and the incentive systems related to each 

other? 

6.15  0.97  

Rating scale 1: Extremely related, 7: Totally unrelated 
  

How often do you think the current performance 

appraisal system has been used as an instrumental tool 

of employees’ development? 

4.04  0.82  

Rating scale 1:  Very infrequently, 7: Very frequently   

 

To what extents do these processes adopted? 

  

Budgeting 4.92 0.93 

Recruitment and dismissal 4.08 0.74 

Remuneration and promotion 3.96 0.53 

Performance measurement 5.19 0.49 

Reporting or vertical communication 5.04 0.72 

Procurement and sourcing 5.73 0.67 

Average 4.82  
Rating scale 1: rare, 7: extensive 

 

Company D developed publications, websites, company brochures, and other 

documentation with the company logo for clients and prospective clients and the sales 

team adopted the same format and template for presentations, sales orders and 

quotations. Records and procedures are now computerized. Employees observed that 
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there was a wide application of formal procedures in Company D as given in Table 30. 

Employees rated highly on policy, procedure and rule enforcement (over 6 in the 7-point 

scale). The adoption of performance appraisal as an instrumental tool for employees’ 

development was relatively less developed as perceived by respondents (scored 4.04 out 

of 7). 

 

As management responsibilities multiplied, professional managers were hired to run the 

daily and functional operations. Formalization, specialization and standardization 

emblematic of organizational control were applied by the middle managers. 

Nevertheless, the owner managers did not force employees to follow them strictly 

allowing room for flexible planning. Employees’s participation in decision making 

process in Company D was relatively high (rated 2.81 out of 7 for product- or service 

related decisions at the level of operation and 3.15 out of 7 for decisions at strategic 

corporate level) (See Table 31). 

 

Table 31 Result Summary of Question 15 in Company D 

How do you agree that participation is encouraged from the 

bottom up for these areas? 
Means 

Standard 

Deviations 

Product- or service-related decisions concerning level of 

operations, marketing strategy, research and development of new 

products or services, etc:  

2.81 0.85 

Capital budgeting/long-term development decisions: 3.15 0.67 

Rating scale 1: all are bottom-up, 7: all are top-down 

 

 Informal control system 

The management team believed that a strong organizational culture was important to 

prescribe the values and direction to organizational success. D1 observed,   

“Members in a successful company usually shared same values and then they 

can generate similar responses towards company’s matters. Then the 
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organization can move towards the same direction and reach their destination 

with altogether effort. Unclear organizational culture leaves ambiguous clues 

for employees to follow.” 

 

Company D’s founder strongly believed that embracing change was unavoidable and 

was a key value in being competitive; this was aired by his management team:  

“With a very strong sense of adaptability, Chinese always embrace changes. 

Chinese management in the past several thousand years has no single 

systematic management system but a core management ideology still prevail, 

i.e. reliance on people. It is traditionally believed that a good person will 

acculturate a group of intelligent people, and good people will do successful 

things.” 

 

He added,   

“We, to a very large extent, have to look into our future. If that is the case, we 

cannot afford to lose contact with the world. In the style of doing business, 

especially in treating the products, we have to reach out to meet expectation, 

their style. Otherwise, we will be hardly appreciated in business and will be 

unable to make progress. In the past years, from the results, we have seen that 

modernization has helped us in dealing with a lot of things effectively and 

efficiently”. 

 

D1 valued commitment and loyalty and considered that a strong company culture 

signified togetherness in pursuing organizational vision and objectives based on 

traditional Chinese management ideology stressing the value of relationships, loyalty 

and unity. A paternalistic attitude by the owner guided and shaped employer-employee 

relations akin to a family unit. They wanted to be being close and highly visible to their 

employees. D1, to a certain extent, saw the organization as my second family. He 

particularly organized several social occasions to enhance his personal relationships and 

understanding with staff. 

 

When new staff joined, a welcome lunch was arranged and the immediate supervisors 

would orient them to the working environment. Quarterly lunch gatherings to promote 

togetherness, harmony and communication were a long standing ritual had been present 

for a long time. Generally, most staff were loyal to the organization and believed that 
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the management would reciprocate. However, as the company grew, maintaining close 

relationships and a high level of commitment among employees became progressively 

problematical. 

 

Despite being considered old-fashioned, D1 was open change while his adaptability 

enabled the introduction of many latest control systems by his son. D2 also believed in 

Chinese management ideology despite being educated overseas in engineering. Having 

absorbed his father’s values, D2 nevertheless believed organizational values could be 

tied to organizational targets as a formal control mechanism. As stated by him,  

“I believe in managing with values and that it is vital for leaders to go through 

these with their subordinates. To a large extent, targets clarify the end results, 

but company values determinate our doing and are the driving forces for our 

daily work and routines. If and only if the values embedded in our company 

work, our staff would enjoy and feel motivated to work here. There is no other 

control method better than that.”  

 

D2 also acknowledged that there was some reservation in introducing the modern 

control systems which was overcome by considering the Chinese spirit and 

consciousness when introducing changes:  

“Introducing new management methods that integrate some core Chinese 

concepts and essence with key Western management concepts is an example 

of change. Although the force of globalization is intense, we in many 

perspectives still behave and present ourselves as Chinese. It is not wrongful 

to acknowledge our roots before moving forward. We are good at adapting.” 

 

The employee survey revealed that staff understood and shared management values and 

assumptions; on average, this was rated 5.46 out of 7. Most employees disagreed that 

“respect authority”, obedience to the authority”, “keeping one’s face”, “respect for 

traditions and norms” affected company culture; they rated 2 or 3 out of 7 in evaluating  

the impact  of these traditional values (7 was the most influential). On the other hand, 

they rated 5 or 6 out of 7 for such other values as “relationship-oriented”, “loyalty”, 

“trustworthy”, and “harmony”. Thus, the survey findings echoed the interview results. 

See Table 32.  
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Table 32 Result Summary of Question 18-20 in Company D 

 
Means 

Standard 

Deviations 

How do you think these common values of traditional 

Chinese management ideology are influencing to 

your company culture? 
  

a. Respect authority 2.19  0.57  

b. Obedience to the authority 2.42  0.70  

c. Keeping one’s face 2.92  0.93  

d. Respect for traditions and norms 2.85  0.83  

e. Relationship-oriented 6.19  0.85  

f. Loyalty 6.12  1.03  

g. Trustworthy 5.88  0.99  

h. Harmony 5.38  0.85  

 

How do you agree that the management style of the 

top management is westernized? 

4.50 0.95 

 

How do you think that the strategy currently pursued 

is able to build distinctive competencies of your 

company? 

6.31 0.82 

Rating Scales 1: strongly disagree, 7: strongly agree 

 

  Influences of traditional Chinese management ideology 

Decision making was still centralized and despite empowering the professional 

managers in daily operations, major decisions required consultation with D1 and D2. 

Decentralization was difficult to achieve in such a scenario as ownership and 

professional management were perceived as being disparate. Participation by all in 

decision making was a reality limited by final authority on major corporate and 

inter-departmental issues. Thus, the overall scenario was a centralized organization with 

elements of delegation of power in primarily operational matters. Thus D1 observed: 

“I am the soul of the company regardless of the latest development in the 

organization. It is more like that: the chairman of any organization is the most 

important person, and this key person decides whether the company succeeds 

or not”. 
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The predisposition explained why the power core was still only on top in Company D. 

It seemed that decentralization characterized by empowerment and delegation did not 

fit into the culture of Company D. 

 

The influence of Chinese culture on hierarchical interrelationships and 

interdependencies negates to some degree the application of modern control systems 

difficult to achieve. This was exacerbated by the family links arising from employing 

brothers and sisters or children in the company. Owing to the over-emphasis on 

interpersonal relationships in the organization, professional expertise had not been 

valued enough. 

 

The desire to build the business on family-like culture resulted in attempts to forge a 

consensus despite conflicting views. This behavior challenged the objectivity and 

precision of modern organizational control measures sometimes delaying decision 

making. Since the concepts of performance management, cost center, and quality 

control system might challenge the harmony of company, it took a longer period of time 

for management team to reach consensus on the criteria and target setting. D1 attempted 

to stress on the goal of showing recognitions to high performers through the 

implementation of performance management, rather than focusing on its application to 

monitor performance, to keep employees’ face and maintain harmony between 

employees and employers. As D1 indicated, 

“We need to grab the essence of the modern control theories and have them 

modified into our context. Unity within the organization is sacred value and 

our firm would not sacrifice it. I believe we can only compete if all our 

members in the organization are united to work together towards the company 

goal.” 

  

The conflict between monitoring performance and saving “face” was recognized by D1, 

thus: 

“It was convinced of the importance of encouraging worker initiative by 
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giving appreciation publicly for their good acts showing self-initiative and 

diligence. But management should not forget to explicitly translate the 

recognition into monetary incentive in form of bonus or other kinds. Both 

parts are equally important.”  

 

 

 Distinctive Competency 

The values of maintaining human relations and harmony alongside paternalistic and 

centralized leadership are the sources of competitive advantage of the business. 

However, the implied conflicts and inconsistencies were expounded by as follows,  

“Chinese see management as maintaining interpersonal harmony to attain 

the work goal, including interpersonal management, finance management, 

and public relation. The Westernized way to interpret management is more 

like organization, division of work, etc….Traditionally, Chinese managers 

like doing things personally, and Chinese management is human centered. 

These values, rituals are deeply rooted in most Chinese.”  

 

Hence, to D1,  

“Learning from the West can boost the progression of Chinese management, 

but such development can never move too far. We should stay in mind that 

our own foundation of strength in the past endeavors is being relationship 

based and centralized.”  

 

While D2 agreed that,   

“Since we are centralized, we can fight in highly competitive, faster-paced 

global markets.” 

 

D has a departmentalized organizational structure and recruited professional managers 

unrelated to the owners in many functional areas. The second generation perceived 

corporate growth rather than the preservation of family management, as a significant 

business objective. With D1’s support, D2 applied and modified where necessary some 

modern approaches to upgrade business operations. D2 firmly believed that family 

control but applying modern management practices could be attained:  

“It is vital to selectively incorporate the strengths of Western management 

into our own control model embedded in our culture and my father’s 

management philosophy. After a period of time, it will be difficult to identify 

what is Chinese and Western. More importantly, what’s the point to do so?”  

 

 



152 

 

D2 added,  

“The key challenge for managers in such a turbulent and dynamic market 

will be to grow loyalty to the organizational visions. In this regard, our focus 

on relationship based management and strong social connections helped me 

to lead the teams to hit the organizational targets with our common 

effort…For this, control in this sense is more like how we do it, not what we 

do.” 

 

This chapter has reviewed the findings of each of the four SME case studies based 

on a specific case analysis. This approach is complemented by the cross-case 

analysis presented in Chapter 5.  
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Chapter 5 Conclusions and Implications  

 

5.1 Introduction 

 

Hong Kong SMEs are increasingly confronting the need for more effective 

organizational controls consistent with managing in a globalized environment. As the 

business environment becomes increasingly turbulent and unpredictable, the imperative 

for change and transformation is inevitable and unavoidable. Jones and George (2009) 

enumerate the four building blocks of organizational control: efficiency, quality, 

responsiveness and innovation which together are key to enhance business 

competitiveness. The diverse control systems and mechanisms generate a wide 

spectrum of data and information on which to align resources, activities, performance 

and employee competencies with organizational objectives and goals. At a higher level, 

such control systems and processes enable the measurement of the effectiveness of the 

implementation of strategic planning, thinking and decisions (Mullins, 2007). From this 

perspective, organizational control attributes enable managers to react to uncertainty 

and turbulence in the operating environment.  

 

Organizational control research exists in two main streams: control typologies and 

control elements or attributes. Typological control research is traditionally dominated by 

labour process theorists such as Ouchi (1979, 1980) whose control configurations cover 

bureaucratic control, clan control and market control. Control element studies 

encompass varying control targets including input control, process control and output 

control (Makhija and Ganesh, 1997; Schein, 1984, 1986a, 1986b; Snell, 1992). Thus, 

Merchant (1985) suggests that action and result controls are formal and 

personnel-linked while cultural controls tend to be informal; although mutually 
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exclusive, Falkenberg and Herremans (1995, p. 290) argue that, “The most effective 

control of behaviour occurs when the formal and informal systems are congruent”. 

Formal controls usually link to short-term economic interest neglecting the nurturing of 

the relevant values and norms inherent in the informal system (Das and Teng, 1998, 

2001). Ouchi (1980) asserts that informal control mechanisms complement formal 

systems despite the dominance of the latter in modern literature. The complementarity 

of both systems is crucial in any organization; thus, Simons’ levers-of-control 

framework advocates “a complete picture of wide range of possible controls” (Otley, 

2003, p.317). 

 

Globalization does not have an economic impact, but pressures to homogenize and 

differentiate the outputs of businesses, which are not mutually exclusive but together 

drives the formation of hybrid capitalism appearing in a continuum (Graham, 1996; 

Yeung, 2004). Such a hybridization of capitalism (Bhabha, 1989; Graham, 1996; Berger, 

2002; Yeung, 2004) is inevitably followed by changes to organizational control systems 

and processes to enhance enterprise efficiency and competitiveness (McAuley et al., 

2007). 

 

Simons’ work advances the understanding of control mechanism adaptation and 

specifically interactive control systems to enable continuous management-employee 

communication in turbulent environments. Similarly, Mullins (2007) postulates that 

control not only fosters better organizational performance but also interpersonal 

influence. In the proper setting, control mechanisms regulate the interaction and 

communication between managers and employees, rather than merely regulate 

behaviors. Applying appropriate incentive and reward mechanisms, control can 

motivate superior performance (Jones and George, 2009), and becomes relevant 
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increased levels of goal congruence, mutual trust and commitment among 

organizational members are targeted (Bijlsma-Frankema and Koopman, 2004; Creed 

and Miles, 1996; Tyler, 2003). Thus, the constrained definition of control to maintain 

desired behaviours and conformity transforms into motivating and influencing 

employees to improve work and personal performance. 

 

To achieve effective organizational control, this research stresses the need to account 

for the cultural context in which the control components operate unlike modern control 

theories which deal with effect of the political, regulatory, social, economic, and even 

technological forces on behavior, but neglects cultural factor be due discounting its 

significant influence on behaviour (Venaik and Brewer, 2010). In the context of this 

study, the cultural element must be analyzed in the adaptation of modern control 

systems in the Hong Kong SMEs grounded on Chinese management ideology and 

practices. Chinese see that the distribution of authority closely ties with ownership and 

is legitimized by paternalistic behavior with overriding decision making power. As 

personalism traditionally views personal relationships and bonding as an undertaking of 

trust, relationships transcend organizational imperatives. Chinese owner managers 

particularly look for unity, consistency and harmony within group. They also tend to 

exercise clan control which manage through a small group of trustworthy insiders and 

often distrust outsiders. Chinese enterprises are unlike companies in the 

Anglo-American countries in their distinctive management values, only some of which 

support the adaptation of modern control theories. 

 

The research proposes that in a globalized environment, businesses cannot be isolated 

from or immune to external change forces. However, blind adoption of the modern 
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organizational control systems without reference to local Chinese cultural context will 

constitute a serious methodological weakness in this study of Hong Kong SMEs. 

 

This research has empirically explored how four Hong Kong SMEs have adapted their 

organizational control strategies in a globalized environment. Specifically, it 

investigated of the adapation modes in organizational structure, reward system and 

informal control systems the SME case studies. To test the strength of the deeply-rooted 

traditional values in a changing environment, this study examined the influence of 

traditional Chinese management ideology on the adaptation of organizational control 

systems in the SME case studies. The research also explored whether and how the Hong 

Kong SMEs studied could uphold traditional Chinese management ideology as their 

distinctive competency. In conclusion, a broad finding of this study is that the 

adaptation of modern organizational practices was more pronounced at the operational 

level of management while, at the strategic level, the more traditional Chinese norms 

and values prevailed.  

 

In the following section, conclusions about the research are drawn based on the findings. 

The findings for each research question are discussed and explored in the context of this 

research and the reviewed literature. 

 

5.2 Conclusions of the Research Findings 

 

 Conclusions to the main research question:  

How and why do Hong Kong SMEs adapt their organizational structure, reward 

system and informal control systemin facing the challenges of globalization? 
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1. Organizational structure  

In responding to the demands of modernization, the four Hong Kong SMEs studied all 

applied the concept of functional departmentalization in its organizational design. As the 

business expanded, the scope of responsibilities of each department and its constituent 

sections and sub-sections were refined and expanded.  

 

Although the SMEs studied exhibited a strong preference for a relatively flat structural 

design, at their apex the owner managers maintained their central position. Although the 

nature and extent of their involvement in organizational control varied, the primary 

structure remained top-down, command and control hierarchy with the owner manager 

tending to be operationally hands-on at all levels.  

 

Nevertheless, the case studies showed various degrees of empowerment to employees 

for operational decisions. Top management no longer demanded that they made all the 

operational decisions recognizing that organizational flexibility and responsiveness to 

market needs and customer demands would be at risk. According to D2, 

“We keep steering the design of organizational strategy, and our talented 

staff would still have independence and freedom to decide at many levels. 

Yet this logical process also leads to a reinforcement of control systems. 

When the top management delegated the operational decisions to their 

managers, they also need to have ways to track whether what managers are 

doing was fine or not. Delegation in this sense implies increased control 

mechanism.”  

 

Additionally, the SME management accepted the need to hire professional mid-level 

managers deviating from the traditional practice that for such managerial positions as 

finance and accounting, purchasing and sales were assigned only to members with 

family ties.  

 

However, despite the presence of professional managers, the owner managers bore the 

burden of decision making responsibilities as even when professional managers were 
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delegated decision making authority, top management felt compelled to intervene in 

operational issues and have very wide spans of management control. A1 quoted, “lean 

management is one of our strengths but it also contributes to our problem of having a 

shallow bench and systems overload.” It was implied that owner managers tended to be 

attentive to most of the functions in their organization by having a flat structure. 

 

Facing the risk of losing absolute control and constraining business growth, the adapted 

an enterprise control system that attempted to balance traditional Chinese management 

ideology with flexibility in decision making and conservation of organizational 

resources. 

 

2. Formal control systems and Reward systems 

 

Contextual changes forced the SMEs to standardize specific operational procedures and 

introduce formal organizational control to confront the rising tide of fierce competition. 

Informal management practices and a less structured approach to an uncertain 

environment would have negatively impaired business performance and sustainability.  

 

Formal control systems, embodied in such financial reporting systems as periodic 

balance sheets and income statements, cash and sales budgets and inventory and 

receivables reports were well developed in all the case study SMEs. This illustrated 

their sustainability having been in existence for at least eight years in an international 

business hub that some of the SMEs were now managed by educated, second generation 

family members. 
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The SMEs also adopted such professional accounting measures as IT systems, budget 

control, and multiple productivity and performance indicators. Formal financial reports 

monitored overall business performance of the current versus the preceding year.  

 

In the face of increased uncertainty, the formal control systems operated on reduced 

timeframes or sometimes appeared as a continuous activity. While traditionally, 

planning was rather intuitive and not prioritized, some effort was made to monitor it, 

gather more data and introduce more strategic studies to formalize the direction for the 

business. However, few formal meetings were scheduled while many informal business 

meetings were held. 

 

The transformation from an ad-hoc and informal to a more formalised systems changed 

the focus from being concerned with internal operational details to external 

environmental factors. According to Simons (1995), an organizational control system 

comprises of  one dealing with the follow-up of the current business (a diagnostic 

control system) and the other concerned with follow-up of possible changes in the 

environment (an interactive control system). Although the SMEs did not have a fully 

interactive control system, they acknowledged the importance of external situations and 

factors and tried to take responsive and flexible actions. Contingency planning was an 

alternative way of adapting formal control systems to a turbulent external context. 

 

Trust in the formal control systems was more important than behavioural control of staff. 

Informal control could enhance the effectiveness of other means like the reward and 

reporting systems would be improved. These observed tendencies are consistent with 

emerging control research focused on employee identity, commitment and ownership. 
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Adopting a people-oriented control approach is a reflection of integrating informal and 

formal control mechanisms in the SMEs. 

 

The adaptation process was enabled by a continuous management-employee dialogue as 

the information used in control systems required modifications consistent with the 

situation. The alternative was the dependence on an obsolete and narrow decision 

making process further affecting the adaptation process. Thus, the SMEs learned the 

value of gathering market information by frontline staff interfacing with customers, 

suppliers, and perhaps competitors.  

 

As more managerial functions were undertaken by non-family members, formal 

performance targets for production, sales and profitability were the rule in these firms. 

Formal performance reviews (actual versus targets) were conducted and often 

determined bonuses reflecting a change to modern control approaches. This change was 

in line with the modern control concept, which was different from the traditional way of 

control coupling with a heightened job requirements, involvement and responsibility, 

often without added compensations. Nevertheless, in the case studies, compensation 

packages were still determined by top management rather than a more transparent 

compensation scheme.  

 

3. Informal control systems 

As the value and limitations of formal control systems was recognized, informal control 

systems were exercised through key staff. To A1, “loyal employees are extensions of the 

employer’s presence” rationalizing why referrals or family of serving staff or long-term 

employees were appointed to key positions. Exceptions were necessary as such other 
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factors as qualifications, education, experience, competence and managerial skills were 

significant selection criteria. 

 

These findings underscored the need for better qualified and experienced professional 

managers to operate business units as rationalized by A2,   

“We seek and want brave and change-embracing staff who are capable to work in a 

team, interrelate with colleagues in other divisions, and are oriented towards both 

internal and external customers. We also desperate to have professional calibrates 

who not only think analytically and strategically, but are also enterprising and 

oriented towards action.” 

 

The execution of the plan for informal control was adjusted, but trust, as its essence, 

remained unchanged as stressed by the informants. Stressed by A2, “these 

aforementioned qualities are important, but I value ones’ willingness to risk every thing 

for our company above all.” In the appointment of professional managers, loyalty was 

considered on par with. In the Chinese business context, trust in employees was superior 

to controlling them as proposed by Edvisnsoon and Malone (1997) who identify trust as 

a major characteristic of control in a decentralized entity. In this sense, as informal 

controls valued trust more than direct behavioural controls in an increasingly turbulent 

context, the same should be evident for the formal control system. 

 

In the SMEs, the informal control system began with staff selection which depended on 

insiders’ referrals to build and consolidate organizational culture. Yet, as explained by 

D1, the focus of the use of informal control was renewed to be “managing insides”, with 

an implicaiton of “winning the hearts and minds instead of solely behavioural actions”.  

 

Further supported by the findings in survey, employees in all the four case study SMEs 

generally agreed and shared the top management’s key values and assumptions. 

Employee respondents rated high in terms of their understanding and sharing of 
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management teams’ values and ideology (from 3.97 to 5.46 in a 7-point scale). 

Moreover, managers in the four case study SMEs effectively gained sense of belongings 

through organizing various department and/or cross-department social functions. 

Respondents agreed to those activities which faciliated the building of sense of beloning 

within organizations (See Table 33). 

 

Table 33 Result Comparision of Questions 16 and 17 

 

To meet the challenges of the turbulent environment, the competitive position of SMEs 

was grounded on a group of committed and knowledgeable staff capable of 

self-leadership and self-management. Demanding compliance and obeying instructions 

implied that staff were not motivated to become more knowledgeable about the business 

and its environment. As managers had to work with incomplete data and information, 

staff had to be capable of making considered judgements and initiating decisive action 

to grasp opportunities or confront challenges. As Tziner et al. (2001) and Tziner, 

 
Company A 

(N=32) 

Company B 

(N=20) 

Company C 

(N=30) 

Company D 

(N=26) 

Questions Mean 
Standard 

Deviation 
Mean 

Standard 

Deviation 
Mean 

Standard 

Deviation 
Mean 

Standard 

Deviation 

How do you think you 

understand and share 

some of the top 

management’s key values 

and assumptions? 
Rating 1: totally do not 

understand, 7 totally 

understand 

 

3.97 0.82 4.80 0.62 5.10 0.71 5.46 0.58 

How do you think the 

company use 

departmental and/or 

cross-department social 

functions to allow 

members to build sense 

of belongings?  

5.38 0.61 5.40 0.68 5.20 0.81 4.15 0.83 

Rating 1: very not enough, 

7: very enough 
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Murphy and Cleveland (2005) have indicated, organisational culture is one of the major 

determinants of managerial behaviour including the ability to adapt control mechanisms 

for higher organizational performance.  

 

In summary, informal control should be applied as employee commitment would 

facilitate real-time strategizing in accordance with the organizational vision and its 

implementation in the field. Furthermore, in the new world of business, the managerial 

control over employees was required to be more self-imposed by managing inside. 

 

 Conclusions to subsidiary research question:  

What are the significant attributes of organizational control in Hong Kong 

businesses?  

 

The significance of organizational control increases with environmental turbulence. The 

feedback function in control contributes significantly to organizational adaptability. 

Tomlinson’s (1967, p.533) study of this phenomenon in the 1960s defined it as “the way 

in which it behaves in order to survive in the face of external changes which were not 

predicted in any precise way when the organization was designed”. Redding’s (2000, 

p.33), contention that “the notion of change in a system in perpetual adaptive motion” is 

patently relevant to the contemporary pressures to transform induced by globalization. 

The more uncertain the external environment is, the more critical organizational 

adaptation becomes. 

 

A comprehensive organizational control system can indicate what data to gather from 

internal and external sources and how to analyze, interpret and apply it. It thus 

determines the scope of decision making: a narrow view can hinder the process of 

adapting to a new or changing milieu (Miller, 1993). Simons (1995) refined the utility 
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of control systems by differentiating between a diagnostic control system and an 

interactive control system internally and externally.  

 

To become a learning organization (Senge, 1990), organizational control  bridges  the 

learning process and environmental uncertainties through a double-loop learning 

process. Chenhall and Morris’s (1993), study found a significant association between 

operational performance and learning. Using Lowe’s (1971, p.5) definition, 

organizational control is “a system of organizational information seeking and gathering, 

accountability and feedback designed to ensure that the enterprise adapts to changes in 

the substantive environment and that the work behaviour of its employees is measured 

by reference to a set of operational sub-goals so that the discrepancy between the two 

can be reconciled and corrected for”. Environmental adaptability is a goal of 

organizational control as stated by Otley and Berry (1980, p. 233): “the process of 

ensuring that the organization is adapted to its environment and is pursuing courses of 

action that enable it to achieve its purposes”. It is a learning tool to ensure 

organizational activities are being accomplished as planned and to align behaviours 

towards predetermined standards for adapting to the external environments (Hill and 

Jones, 2007). 

 

The four Hong Kong SMEs underwent various adaptations in their organizational 

control strategies to meet the forces of globalization. The informants in the SME case 

studies realized that globalization meant much more than just penetrating foreign 

markets. Instead, they became more interconnected and interdependent to the external 

environment, and that drove the management teams not just to “go global” but to “think 

global”. Their fundamental ideology of leadership and management had to keep pace 

with the changing marketplace. A new concept towards organizational control was 
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observed. The findings from employee survey supported the claim of management team 

that their organizations were having various sorts of adaptation under the tide of 

globalization. The perceived extent of adaptation ranges from 4.67 to 5.25 out of 7 

which indicated a relatively extensive level of adaptation. The findings showed that 

Hong Kong SMEs started to move away from a thermostat concept of organizational 

control to a new perspective considering control system as an enabler to react and 

respond to the dynamic business environment.  

 

For instance, the SMEs adopted different modern control mechanisms to improve 

efficiency to various degrees. To the case study informants, these control mechanisms 

allowed the monitoring and evaluation of staff performance to enhance the 

organizational competitive advantage. In addition, Company D informants viewed the 

appraisal process to measure and improve their performance by positive feedback. 

 

A fast-changing environment requires control strategies more oriented to sustaining 

competitive advantage (Malhotra, 1998, 1999). On the contrary, a control system simply 

based on measurement with a concept of a thermostat model is likely to systematically 

reward a narrow range of maladaptive behaviour. All the case studies indicated that 

changing strategies led to adaptations of control mechanisms as, for instance, 

organizational re-structuring when Company D made more extensive use of external 

suppliers. This in turn led to changes in the formal control systems as former cost 

centres were eliminated. The four case study SMEs were effective in building 

distinctive competencies by using their adapted strategies. Respondents rated high in 

terms of the effectiveness of current strategy pursuing by their organizations (ranging 

from 5.63-6.31 out of 7). 
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Table 34 Result Comparision of Questions 7 and 20 

 

Company A 

(N=32) 

Company B 

(N=20) 

Company C 

(N=30) 

Company D 

(N=26) 

Questions Mean 
Standard 

Deviation 
Mean 

Standard 

Deviation 
Mean 

Standard 

Deviation 
Mean 

Standard 

Deviation 

Perceived extent of 

adaptation 
5.00 0.72 5.25 0.91 4.67 0.99 5.19 0.80 

Perceived extent of 

westernized 

management style 

4.50 0.95 5.35   0.93  3.80 0.61  6.12    0.65 

Rating scale 1: not adapted/strongly disagree, 7: highly adapted/strongly agree 

 

While many organizations demand a tighter control in the current hypercompetitive 

environment, this research underscores greater flexibility in control. Wilson (2004) 

postulates that tighter control lead individuals to deny, rebel, react, reshape and re-think 

the constraints imposed and result in demotivation and morale loss. Flexible control 

implies a less hierarchical organizational structure which may improve decision making 

effectiveness and enhance the speed of response to a dynamic external environment. 

Decentralized decision making clarifies a manager’s roles, assigns greater 

responsibilities for decision making, tracks task performance and gives useful feedback 

to reinforce desirable behaviours (Cardinal et al., 2010). 

 

Last but not least, organizational control fosters information exchange and feedback 

between managers and employees. Organizational control systems are only effective if 

they can influence and elicit desirable behaviours and require sensitivity to 

organizational and individual goals. In other words, organizational control can 

contribute to employee development.  

 

As no single control approach useful for all situations, Jones and George (2009) 

recommend the use of a combination of s output, behavioural and clan control to 
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monitor operations. Flexible control forms facilitate strategic adaptation and orientation 

for contemporary businesses.  

 

 Conclusions to the literature of globalization of management practices 

The impact of globalization has led to a homogenization of organizational structure and 

business principles and a differentiation of business systems in the SME case studies. 

Globalization can be viewed as a process of diffusion implying the dissemination of 

modern management concepts and practices. While previously, rationality was the 

underlying assumption, the more contemporary view supports the logic of 

organizational adaptation to external forces and formulation of new management control 

paradigms to suit their organizations and contexts (Jensen and Szulanski, 2004).  

 

The adaptation of organizational control practices however was not perceived as simply 

modernization or westernized. As given in the Table 35, the results of Pearson 

correlation between questions 6 and 19 in the four case study SMEs show that the 

perceived impact of different globalization forces and the perceived level of adaptation 

did not relate to the perceived extent of westernized management style. The Employee 

respondents tended not to perceive that adaptation referred to westernization. 

 

Organizational culture and its deep values and norms are diffused among members 

largely through tacit knowledge transfers (Schein, 2004). Thus, control adaptations 

cannot be transferred in to local situations and contexts (Mikl-Horke, 2002). Recent 

studies have been concerned with the mixture of management models such as capitalism 

with Chinese characteristics (Yeung, 2004) and HRM with Chinese characteristics 

(Warner, 2010). These perceptions and beliefs reinforce the need to construct adapted 

and innovative management approaches suitable to local contexts.  
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Table 35 Pearson's Correlation between Perception of Questions 6, 7, 20 and 19 

 

Perceived extent of management style of the 

top management is westernized 

 

All 

respondents 

Company 

A 

Company 

B 

Company 

C 

Company 

D 

Perceived impact from forces of globalization 
    

Competition in delivery and 

after-sales services in your industry 
0.070  -0.201  -0.238  -0.123  0.069  

Innovation of new or better operating 

processes 
0.268  0.482  0.130  0.264  -0.228  

Price competition in the industry 0.105  0.507  -0.029  -0.290  -0.159  

Rate at which products or services 

are getting obsolete 
-0.131  -0.334  -0.069  0.040  -0.080  

Competition in promotion, 

advertising, selling, distribution, etc. 
-0.342  -0.102  -0.158  0.118  -0.401  

Competition for purchase of inputs 

(e.g. raw materials), parts, 

equipments 

0.303  0.626  -0.026  0.190  0.068  

Competition in quality and variety of 

products and services 
-0.118  -0.021  -0.155  -0.318  0.095  

 
     

The perceived extent of control 

mechanism adaptation 
0.235  0.472  -0.294  0.170  -0.121  

Perceived extent of the strategy 

currently pursued is able to build 

distinctive competencies of your 

company 

0.017  -0.041  0.236  -0.073  0.141  

 

Viewing globalization as a diffusion process suggests that organizational control 

systems have to be modified to involve employers and employees’ interests, strategies 

and power and local cultures and contexts. Thus, the concept of adaptation can provide 

an alternative path out of the impasse of either going global or staying local.  

 

Organizational control adaptation implies that it is undergoing or has undergone a 
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transformation to make its mechanisms more compatible with existing environmental 

conditions. In this research, the four SMEs adapted their modes of organizational 

control balancing the demands of globalization and modernization with localization to 

suit their particular environments. Although no generic models of organizational control 

can be applied to all SMEs in Hong Kong, this study postulates that informal control 

could be more extensively applied while modern and formal approaches can be adapted 

judiciously to fit the core cultural values of local businesses. 

 

 Conclusions to a wider literature of the divergences in the concept of 

organizational control between Western and Chinese management theories 

 

The adaptation of organizational control measures in the Hong Kong SMEs studied 

have retained many features of the traditional Chinese management values. While 

adjusting to the modern control techniques pressured by globalization and more intense 

competition, the deep-seated Chinese cultural traits continue to shape organizations 

although the second and subsequent generations of family owner managers introduced 

more contemporary professional management practices.  

 

The informants’ responses to the question about modernization and by their personal 

understanding of these two phenomena. Their similarities and divergences are reviewed 

below:  

 

1. Performance vs. relationship: In Anglo-Saxon business organizations, employees are 

judged by their performance and results and in cases of unsatisfactory outcomes, 

individuals are encouraged to leave. In Chinese organizations, relationships and “face” 

are paramount and management would tend to give under-performers another 

opportunity.  
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2. Open door vs. close door: Contemporary management teams are more collegial and 

open in their communication about company matters and issues. On the contrary, 

traditional Chinese management teams tended to be less open in their communications 

with staff and be more humble about their achievements.   

 

3. Delegation vs. involvement: Anglo-Saxon managers will readily delegate tasks to 

their subordinates with little intervention, but in Chinese context, delegation does not 

preclude interventions in the work of employees.  

 

4. Clear accountability vs. unclear accountability: Similarly, contemporary 

management defines clear job scopes and responsibilities for all positions whereas these 

tend to be more diffuse in Chinese organizations sometimes leading situations where no 

one could be held answerable for mistakes made or too many were responsible or an 

employee is responsible to many superiors.   

 

5. Firing vs. no sacking: While in contemporary management, an employees could be 

fired for making a mistake, this is less likely to happen in Chinese organizations where a 

more forgiving and understanding attitude is practiced. 

 

6. Decisions made on facts vs. decisions based on instincts: Contemporary management 

grounds decision on figures, statistical and numerical analysis while Chinese managers 

are more prejudiced to believing its intuitive feelings and impressions and experience. 

 

The study confirms that Chinese managers in the studied SMEs had a management style 

distinct from the Anglo-Saxon model to a certain extent. The primary value assumption 

underlying Chinese management ideology is being people-centric which together 

influenced the adaptation of organizational control significantly in the case SMEs. For 
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instance, its people-centric value-adapted control to be more team-based than 

individual-based. It has to be noted, nevertheless, that Chinese management ideology 

has its strengths and weaknesses, readily recognized by many Chinese managers; its 

fundamental limitations are unpredictability, vagueness and subjectivity. 

 

The research also indicates the family leaders’ figure maintains its dominant influence 

in shaping the younger generation’s beliefs and behaviour despite their Western 

education oftentimes overseas. In traditional Chinese families, the children readily 

accept parental authority from whom is derived the respect for the sanctity of the family. 

Traditional Chinese families are patriarchal and paternalism extends beyond the family 

to the business context too. Hence, it is unsurprising that respondents involved in their 

family business continue to defer to their fathers, especially in making major decisions. 

However, the succeeding generations cannot be expected to replicate their predecessors 

because of their overseas education in diverse disciplines and exposure to contemporary 

management models and paradigms. Some of them designed new systems for 

accounting and reporting, information technology, and performance management while 

others ventured into new investments even in non-related businesses. They did not seem 

to be content with the status achieved by their parents. And somehow they wanted to 

prove that they too could be on their own by introducing new strategic moves. 

 

Despite the inevitable divergence in the organizational control models in modern and 

Chinese management theory, its adaptation the SME case studies showed that they were 

not necessarily antagonistic and mutually exclusive. Also, the SME case studies sought 

to be remain distinctive and competitive by integrating the traditional management 

ideology in the implementation of modern control concepts. In short, by being 

pragmatic, the SMEs internalized and adapted the modern control systems to co-exist 
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with their traditional Chinese management values. Nevertheless, the adaptation process 

could prove counterproductive if managed unskilfully or insensitively. 

 

In the business context in which the SMEs operated, the owner managers possessed 

absolute discretionary powers to modify corporate strategies and decisions at every 

level symbolizing their paternalistic behaviour co-existing with a flat organizational 

structure that permitted a flexible decision-making process. Such a paternalistic 

approach is also reflected in the adaptation of the organizational control mechanisms in 

the SMEs. Their organizational structure and communication modes tended to reduce 

delays caused by inter-departmental or intra-departmental issues.  

 

The prevalence of informal modes of control in the SMEs served to enhance their 

adaptability and responses to the rapidly changing environment, affirming Redding’s 

(2000, p.32)argument that large Chinese enterprises tend to be more flexible than those 

bureaucratic companies in Western countries. Such organizational flexibility was 

underscored by the family-linked top management teams in the SMEs. 

 

However, the interface of the traditional Chinese management practices and the forces 

of globalization generated conflicts and challenges in managing the SMEs in a turbulent 

business environment and complicated the adaptation of modern methods of 

organizational control. Although such changes could bring some positive outcomes, 

issues like the acceptability of the older generation, the potential jeopardy of the 

strengths of the traditional Chinese management and harmony within organizations 

hindered the speed of change by the Hong Kong SMEs. As mentioned by the informants 

and in the literature, human-centeredness and family orientation need to be sustained if 

traditional Chinese management is to survive. What seemed like a small change on the 
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surface or in daily behaviour may actually change values and elements central to 

traditional Chinese ways of living and working. Change might be necessary, given the 

rapidly changing world, by Chinese managers must first recognize these as values of 

Chinese management. By adopting some Anglo-Saxon management model that do not 

contradict or jeopardize these values, Chinese management can still maintain its own 

central characteristics.  

 

5.3 Implications for Theory 

 

The implications of this research for theories of related to organizational control and 

adaptation, organization, family business and cross-cultural management are reviewed 

below.  

 

 Implication for organizational control and adaptation theories 

This research offers a generic understanding and analysis of the adaptation of modern 

organizational control systems in the Hong Kong SMEs applying traditional Chinese 

management ideology. The adaptation process, while recognizing the advantages of 

modern organizational control mechanisms, has confronted the embedded values of 

Chinese management ideology and culture which have resisted modifications to their 

core and defining beliefs and deep assumptions. In particular, the values of familism, 

paternalism, personalism, insecurity, and collectivism have shaped the informal 

mechanisms of organizational control to moderate the objectivity of the modern and 

imported control systems with a deep sense of humanity and people-centredness in 

management-employee relationships.    

 

A trend in the changing logic of Chinese management ideology and practices can be 

identified from the SME case studies as given below.  
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Table 36 The Changing Logic in Hong Kong SMEs  

 Traditional Logic Adapted Logic 

1. Clan and organic control focus, 

and hesitant about formal control  

-A more balance of informal and 

formal control 

-Promote employee engagement  

2. Hire family members to secure 

business 

-Open to employ professional 

managers, demonstrate less concern 

to differentiate organizational 

members by family ties 

3. Internally focused -Greater awareness on external 

environment and adaptation to 

market needs 

4. Internally oriented hierarchical 

relationships and processes 

-Internally oriented lateral 

relationships and processes 

5. Lack of clear organizational 

design 

-Departmentalization is widely 

applied 

-Some contingent organizational 

design are adopted e.g. 

project-based, center-based  

6. Owner’s instinct design 

organization 

-External market needs design 

organization 

7. Leadership (ownership) focus -Both leadership and management 

focus 

8. Primary value-added is 

management  

-Value added of all employees 

 

Further research is needed to analyze how the SMEs can advantageously evolve unique 

control systems beyond the modern formalized control or the clan or cultural control 

approaches. This research supports the studies of Alvesson and Kärreman (2004) and 

Chenhall (2003) that they are interrelated, complementary, and supportive but also 

contradictory.  

 

The research also contributes empirical evidence to the claim that adaptation has 
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resulted in a dynamic blending process of managerial choice and the pressures imposed 

by the internal and external contexts in which organizations operate. In the field of 

organizational adaptation, there is a debate between environmental determinism and a 

voluntaristic approach (Pettigrew and Whipp, 1991). The research shows that 

organizational control adaptation responds to not only the external environment but the 

nature of the managerial responses to the changes that globalization creates. 

 

 Implication for organization theorists 

 

The research reinforces that organizational theories are not completely universal as the 

cross-cultural complications cannot be naively discarded. Modern organizational control 

theories cannot, therefore, be universally applicable as one’s own cultural assumptions 

underlying such theories and their cross-cultural limitations require examination and 

re-thinking. The research findings support Hofstede’s (1984, p.81) claim that, 

“Management deals with a reality that is man-made. People build organization 

according to their values, and societies are composed of institutions and organizations 

that reflect the dominant values within their culture”. In the same vein, a full 

understanding of Chinese culture and traditional management ideology must underpin 

any investigation of adapting current organizational control models and theories into the 

context of SMEs in Hong Kong. Additionally, organizational theorists cannot assume 

that the modern and Chinese management approaches and philosophies are 

incompatible or that one is superior to the other. Greater understanding and sympathetic 

understanding are essential to assessing their interfaces especially under conditions of a 

turbulent global environment.  

 

 Implication for family business research 
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Since three out of the four SME case studies are family firms, this study also contributes 

to the understanding of the organizational control adaptation and the flexibility of 

management in family enterprises which Ward (1987) and Gersick et al. (1997) have 

noted are understudied. The traditional view is that the owners could maximize firm 

value and realize gains more directly when ownership and management intersected 

(Jensen and Meckling, 1976; Williamson, 1981), as, according to the principal-agent 

thesis, monitoring costs and the disparate interests of owners and professional managers 

can be minimized. Globalization and intense competition have introduced tremendous 

pressures on traditional family businesses. In sum, the conflicts are focused on 

delegating powers to professional managers in a formal control strategy and the driving 

desire for retaining company control imbued in the values of traditional Chinese 

management ideology and centralized decision-making processes.  

 

These Hong Kong SMEs were adjusting to develop their own adapted design of 

organizational control. The impact of the Chinese norms of propriety and their focus on 

hierarchical relations and Confucian virtues are still extensive, but have not prevented 

the Hong Kong SMEs from adapting to the external changing environment. The 

research also generates evidence that the distinctive features of Chinese family business, 

including family ownership and control, nepotism, arbitrary and personalistic 

management, are potentially the sources of competitive advantage of the Hong Kong 

SMEs operating in a globalized environment.  

 

 Implication for cross-cultural studies 

 

Not only are organizational theories less universal than once assumed, objective, 
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quantitative and functionalist research methodologies cannot generate the analytical 

insights of the qualitative research paradigm. As stated by Redding (1980), “social 

settings are defined and must be analyzed in terms of the participant’s epistemology”. 

Contextual and situational investigations implied in the study of adaptation of 

organizational control systems in the SMEs in Hong Kong cannot realistically be 

conducted in the scientific tradition of fixed boundary conditions, clearly defined 

variables, non-subjective assessment, and rational consistency within a closed system 

(Daft, 2001). Hence, classical quantitative research with hypothesis testing and 

presumed cause-effect relations could well be irrelevant in a Chinese cultural context. 

 

5.4 Implications for Policy and Practice 

 

 Implications to managers of Hong Kong SMEs 

 

The research underlines the competitive pressures the SMEs experienced in adapting to 

globalized markets and focuses concerns on global pressures to adapt and transform to 

become more competitive. This study has shed light on the adaptation from a merely 

functional hierarchical organizational design to one based on business units in SMEs in 

order to cope with the challenges in a turbulent globalized environment. The adaptive 

responses of organizations can be expected to vary with the nature and extent of the 

transformation process. In practice, such operational decentralization strategy was 

aimed at enhancing business efficiency and effectiveness mainly by freeing managers 

from bureaucratic rules and controls. The SMEs owners have been forced to learn how 

to delegate some authority and power to their managers while retaining a firm grip on 

strategy. Such delegation does not imply a reduction in the level of control in practice as 

informal controls and interventions have been instituted to maintain ultimate authority. 
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Ironically, caution has to be exercised as too great a degree of centralization, 

intervention and plain interference by the owners can prove counterproductive and 

costly. 

 

In this context, SMEs have to show clear concern for staff recruitment and selection 

policies. Such factors as family ties and loyalty demanded by traditional Chinese 

management ideology should be applied with care and wisdom. Talented workers are 

able to work with others, share information, exchange ideas freely, accept responsibility 

and work under pressure are valuable resources to contemporary businesses. SME 

managers should also be aware of the need to invest in new knowledge, skills, and 

training in problem solving, quality standards, usage of information technology, etc. and 

be aware of the need to be people-centric.   

 

Besides, the research highlights to managers that control systems do not exist in a 

vacuum and the environment has to be taken into account. Understanding the values and 

culture prevailing in organizations is indispensable while achieving control. 

Organizational culture is specific to each organization; different organizations have their 

own features, working styles, norms, rituals and so on. Managers have to be careful that 

there can exist several competitive power centres in an organization or, even worse, 

organizations can exist without noticeable core norms and values. This sort of vague 

culture usually blurs the genuine company mission and allows skewed interpretations of 

company goals, which may lead to chaos and anarchy. 

 

Moreover, in a hypercompetitive and highly turbulent environment in which the Hong 

Kong SMEs struggle to create new competitive advantages, they should not assume that 

internationalization of their activities is the only way approach. This research sheds 
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light on the question whether their indigenous management ideology can be a source of 

distinctive competency.   

 

 Implications to management educators 

 

Contemporary management textbooks usually describe and explain management in an 

Anglo-Saxon context based on contrasting cultural norms and values and, to this extent, 

management is culturally bound. Such management paradigms and models cannot be 

applied comprehensively in every culture; Asian countries operate in cultural contexts 

with dissimilar basic assumptions, norms and values. The values of cross-cultural 

management studies are especially significant as this study has clearly shown. 

 

The research findings suggest that the study of local Chinese management style is 

critical for local management education. Students have to be educated and informed 

about Chinese management concepts as well as modern management models and 

theories. To recognize the difference between one’s own culture and the cultures of 

others is the first step in the development of Chinese management. Blindly adopting the 

Western theories can well lead to the loss of one’s own cultural values and traditions. 

 

Management educators need to develop more cultural awareness and a critical mind in 

questioning the underlying values of the imported management concepts. Moreover, 

more local Chinese management books should be written for publication and used in 

educational programs. This study is a contribution to the development of a local Chinese 

management book for the education of local Chinese management. 
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Table 37 Summary of Contributions and Implications of the Study 

 Contributions and Implications 

 

 

 Implications for Theory 

1. The research contributes empirical evidence to the 

claim that adaptation is resulted in a dynamic blending 

process of managerial choice and the pressures imposed 

by the internal and external contexts in which 

organizations operate. 

– Implication for 

organizational 

control and 

adaptation 

theories 

2. The research proposes that there is a shift from 

traditional logic to an adapted logic in the policies and 

activities related to organizational control in HK SMEs. 

The identified changing logic is summarized in Table 

33.  

– Implication for 

organizational 

control and 

adaptation 

theories 

3. It highlights the importance of full understanding of 

Chinese culture in the process of importing those 

modern control models and theories into the context of 

Hong Kong SMEs. 

– Implication for 

organization 

theorists 

4. The research generates evidence that the distinctive 

features of Chinese family business, including family 

ownership and control, nepotism, arbitrary and 

personalistic management, are potentially the source of 

competitive advantages of Hong Kong SMEs in a 

globalized environment. 

– Implication for 

family business 

research 

5. The findings of this case study research were a result of 

its unique epistemology and methodology. Contextual 

and situational investigations implied in the study of 

adaptation of organizational control systems in the 

SMEs in Hong Kong cannot realistically be conducted 

in the scientific tradition of fixed boundary conditions, 

clearly defined variables, non-subjective assessment, 

and rational consistency within a closed system. 

 

– Implication for 

cross-cultural 

studies 

 Implications for Policy and Practice 

6.. This research sheds light to the question whether their 

own traditional management ideology can be a source 

of distinctive competency of Hong Kong SMEs. 

 

– Implication to 

managers of 

HK SMEs  

7. This study is a contribution to the development of a 

local Chinese management book for the education of 

local Chinese management. 

 

– Implication for 

educators 
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5.5 Limitations  

 

With regard to the choice of case study methodology, there are two major drawbacks. 

First, only a limited number of sites could be studied because of time and cost 

constraints. Second, the evidence and results are highly dependent on the researcher; 

both researcher bias and misinterpretation may prejudice the results. Despite these 

limitations, the case study method is considered to be appropriate as it affords further 

insight on the contingent relationships. To be able to achieve a high level of credibility 

for the study and its findings, it is important to demonstrate that it was conducted in 

such a way that it accurately identifies and describes the studied phenomenon. 

 

Moreover, the objectivity of researcher is generally questioned in case studies research 

and this challenge applies equally to this research. Taking an insider’s view, the 

researcher was able to better understand the contextual settings and organizational 

processes involved. This research concentrates on the adaptation of control practice and 

involves some sociological aspects in terms of organizational culture and values; 

however, the researcher could only grasp the surface of these phenomena. Hence, while 

this research may improve the understanding of organizational control adaptation in 

Hong Kong SMEs, there is room to further investigate the controlling mechanism from 

a theoretical perspective. 

 

This thesis is conscious of the weaknesses of the case study research design in terms of 

its validity, reliability and incapability for generalisability, and took the appropriate 

precautions in research design, data collection and data analysis. The use of case study 

design has been criticized as being too time-consuming and requiring extensive 

resources. As such, purposive sampling was deployed in this research to ensure quality 

and the collection of the necessary data in a minimal number of case studies (Cassell 
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and Symon, 1994). In addition, it emphasized theoretical generalizations and, through 

multiple-case studies, increased the external validity (Yin, 1994). It was important to 

stress out that the findings of this study should be embedded in specific cultural and 

historical milieus. Any simplified generalizations are unwise. Furthermore, this case 

study research employed multiple sources of evidence and a case study protocol to 

achieve triangulation of information sources and to enhance the reliability of the 

findings..  

 

Although the second phase of data collection aimed to collect data from the perspective 

of the employee, there was little insight regarding the practicality, applicability, 

usefulness and value of employers’ research perceived by employees. To further 

improve the research methodology, the thesis suggested increasing the number of 

informants of different tenures, departments and rank. Moreover, the use of statistics 

can help to increase the validity and reliability of the research findings (Cavana et al., 

2001). Hence, research findings supported by both qualitative data and quantitative data 

can be drawn. 

 

5.6 Future Research Directions  

 

Adaptation is an evergreen topic in the business world and in a globalized environment. 

The essence of the global economy involves far more than new markets for products. It 

requires that companies search around the globe for the most efficient markets for 

labour, expertise and even innovation. Organizations are forced to learn how to manage 

multifaceted global relationships with partners, learn to work in global networks, 

become comfortable in an environment of mutual dependency. Hence, the introduction 

of more adaptable arrangements such as work at home, teamwork, multiskilling, 
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multitasking, subcontracting, outsourcing, contingent employment contracts, and so on, 

also need to be considered by companies. There is also a trend that companies outsource 

and/or partner with other organizations for some of their key business processes that are 

not their core competencies. By doing this, they can focus on developing their core 

competencies as they restructure and/or adapt. Some organizations fast evolve from 

top-down bureaucracies to relationship-driven networks. Yet all these adaptable 

arrangements in the sector of SME are still at the beginning stage and future research on 

this subject matter will be useful.  

 

The interplay between modern management theories and Chinese traditional values also 

deserves attention in future research. Although new flexible models have involved 

brand new techniques and innovative perspective, this has not brought a definite split 

with traditional, hierarchical models of power and control. The deep-seated cultural 

values remain influential and shape the formation of organization as a whole. The extent 

of their influence however is dependent on what and how they are blended with. The 

challenging issue, as a feasible future research topic, is to develop a sustainable model 

that allows utmost compatibility between the emergent management theories and 

Chinese traditions. For example, the application and transferability of performance 

management systems to Chinese enterprises, as influenced by their organizational 

culture and national culture, is an interesting topic. Organizational culture has brought 

back to the centre the question of the sense of belonging and identity. In addition, 

corporate governance is a hot topic in many large enterprises in the West. Future 

research about how to interpret and achieve corporate governance in Chinese business 

context also flourishes the development of organizational control research. Nevertheless 

it would be a misrepresentation to say that modern management theory has ignored the 

organizational dynamics embedded in Chinese traditional management ideology and 
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Chinese values. 

 

Further research on the topics of management succession can contribute to the 

development of organization control in the Chinese business context. The new 

generation of owner manager, comparing to the ex-owner, may face challenges because 

of the heavy reliance of clan control which require a particular type of relationship and a 

high level of trust with core members in the management team. Smooth succession of 

family business is a prime concern of many Chinese owner mangers nowadays. 

Research attention of this arena is particularly meaningful in Chinese society.  
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Appendix One Case Study Protocol 

 

An Analysis of the adaptation of organizational control in Hong Kong SMEs in a 

globalized environment 

 

Purposes: Hong Kong SMEs are facing increasing demand for improving efficiency and 

competitiveness under globalization, adaptation of organizational control become essential 

to their survival. By studying the interaction of the traditional Chinese management 

ideology and Western organizational control theories, this thesis investigates the evolving 

realities and search for adaptation solutions that fit the context of Hong Kong SMEs 

nowadays. 

 

Research study boundary: 

 

Boundary Contents 

What The adaptation of organizational control 

Who Hong Kong SMEs 

Where Hong Kong 

When October 2010 – Jun 2011 

 

Research questions and relevant interview questions: 

 

(Duration of interview with senior management: 60min) 

 

Research Question Related questions in interview guide 

Background  

 
1) How long have you been working in this company?  

2) What is the highest education qualification that you 

have already obtained? Did you receive education in 

Hong Kong? 

3) Are you the founder? If no, do you have any family 

tie with the founder(s)? 

4) Please give me a brief account of the history of the 

company and trace the evolution of its strategy over 

time in general. 

WHAT ARE THE 

SIGNIFICANT 

ATTRIBUTES OF 

ORGANIZATIONAL 

CONTROL IN 

5) Is there any evidence that globalization is reshaping 

the industry or has done so in the recent past? What 

are they? 

6) What changes would you make the company’s 

control strategy to increase the firm’s effectiveness? 
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BUSINESS 

ORGANIZATIONS? 

 

What changes has the company itself made to 

improve competitiveness? 

 7) What do you see as the major cultural issues facing 

your organizational capacity to implement effective 

control?  

8) What are your concerns about the implication of 

staying with the traditional Chinese management 

ideology on building distinctive competencies? Or is 

modernization a solution? Please explain. 

HOW AND WHY HAVE 

HONGKONG SMEs 

ADAPTED THEIR 

ORGANIZATIONAL 

STRUCTURE, REWARD 

SYSTEM AND 

INFORMAL CONTROL 

SYSTEM? 

organizational structure &reward system 

9) How large is the company as measured by the 

number of its employee? What types of structure 

(flat, many layers, or pyramid)best describe the way 

your company operates? Why is the structure 

appropriate? Would another structure fit better? 

10) Does your company have a centralized or a 

decentralized approach to decision making? In what 

ways is it appropriate for its business? In what ways 

is it not? 

 Product- or service-related decisions concerning 

level of operations, marketing strategy, research 

and development of new products or services, etc. 

 Capital budgeting decisions (selection and 

financing of long-term investments) 

 Long-term strategy of growth, diversification, etc. 

and decisions related to changes in the firm’s 

operating philosophy 

11) What kind of rewarding/incentive schemes available 

in your company (e.g. year-end bonus, 13
th

 month 

salary, commission, etc.)? How effective of these 

systems in supporting organizational control? 

12) What type of performance management criteria does 

your company incorporate? In what ways is this 

criterion appropriate for your company? (a) trait 

based (b) behavioral based (c) outcome based. 



205 

 

formal control systems 

13) In what ways do the planning and reporting processes 

adapt themselves in your company? Please comment 

and give examples in the aspects of budgeting, 

human resources (e.g. recruitment, remuneration, 

promotion, appraisal), performance reporting, and 

procurement.  

14) How does the development of these written 

documents help you in managing your company?And 

how strict do you enforce formal polices, procedures, 

and rules in the company? 

 Organization chart/information about 

departmentalization 

 Written job descriptions for frontline staff, 

supervisors, managers, and directors 

 Operating instructions and workflow for frontline 

staff, supervisors, managers Empowerment 

guidelines for budgeting, HR matters, etc. 

 Agenda and minutes for company meetings 

 Internal publications about company values, mission, 

history, and future plans 

 Company brochures or published materials about 

company values, culture, mission, history, 

development, and future plans for the public 

 Standardized formats or templates for staff report, 

memorandum, PowerPoint presentation, quotation, 

etc. 

informal control system 

15) What are the key values in your company? How are 

these key values aligning with your managmenet 

philosophy? Do you think your staff sharing the same 

values? 

16) To what extent do you think these common values in 

traditional Chinese management ideology are 

influential to your management philosophy and the 



206 

 

culture of your organization?  

 Respect for seniority and hierarchy 

 obedience to the authority 

 keeping one’s face  

 respect for traditions and norms 

 relationship-oriented 

 value for loyalty 

 lack of trust outside delimited groups 

 pursing harmony in the firm as a whole and in work 

groups’ 

17) What are some of the informal control strategies you 

have in place? What have been the success and 

problems associated with the implementation of 

these? 

 

2. Survey questionnaire for employees (about 10-15 min)  

 

Part one: Background (Questions 1-5) 

 No. of service year 

 Education 

 Gender 

 Department  

 

Part two: The adaptation of organizational control (Question 6-20) 

 Perceived influence of globalization 

 Organizational structure 

 Reward system and strategy 

 Formal control 

 informal control 

 percieved influence of traditional Chinese management ideology to 

organizational culture 

 perceived extent of westernized management style 

 perception on building distinctive competencies 

 

3. Document review 

 Company archives 

 Publications 

 Websites 

 HR policies 
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Reference code: (For investigator’s record) 

 

Interview Guide 

Thank you very much for your time and effort in participating in this academic research 

project named “An Analysis of the adaptation of organizational control in Hong Kong 

SMEs in a globalized environment”. No individual and company information will be 

disclosed and your responses will be anonymously recorded. This interview will take 

about 60 minutes.   

 

Part 1: About the background 

1. How long have you been working in this company?  

2. What is the highest education qualification that you have already obtained? Did you 

receive education in Hong Kong? 

3. Are you the founder? If no, do you have any family tie with the founder(s)? 

4. Please give me a brief account of the history of the company and trace the evolution 

of its strategy over time in general. 

 

Part 2:  Influences of traditional Chinese management ideology 

5. What do you see as the major cultural issues facing your organizational capacity to 

implement effective control? 

6. What are your concerns about the implication of staying with the traditional 

Chinese management ideology on building distinctive competencies? Or is 

modernization a solution? Please explain. 

 

Part 3: About adaptation of organizational control 

Globalization and Strategies 

7. Is there any evidence that globalization is reshaping the industry or has done so in 

the recent past? What are they? 

8. What changes would you make the company’s control strategy to increase the 

firm’s effectiveness? What changes has the company itself made to improve 

competitiveness? 

Organizational structure &reward system 

9. How large is the company as measured by the number of its employee? What types 

of structure (flat, many layers, or pyramid)best describe the way your company 

operates? Why is the structure appropriate? Would another structure fit better? 
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10. Does your company have a centralized or a decentralized approach to decision 

making? In what ways is it appropriate for its business? In what ways is it not? 

 Product- or service-related decisions concerning level of operations, marketing 

strategy, research and development of new products or services, etc. 

 Capital budgeting decisions (selection and financing of long-term investments) 

 Long-term strategy of growth, diversification, etc. and decisions related to 

changes in the firm’s operating philosophy 

11. What kind of rewarding/incentive schemes available in your company (e.g. 

year-end bonus, 13
th

 month salary, commission, etc.)? How effective of these 

systems in supporting organizational control? 

12. What type of performance management criteria does your company incorporate? In 

what ways is this criterion appropriate for your company? (a) trait based (b) 

behavioral based (c) outcome based. 

Formal control systems 

13. In what ways do the planning and reporting processes adapt themselves in your 

company? Please comment and give examples in the aspects of budgeting, human 

resources (e.g. recruitment, remuneration, promotion, appraisal), performance 

reporting, and procurement.  

14. How does the development of these written documents help you in managing your 

company? And how strict do you enforce formal polices, procedures, and rules in 

the company? 

 Organization chart/information about departmentalization 

 Written job descriptions for frontline staff, supervisors, managers, and directors 

 Operating instructions and workflow for frontline staff, supervisors, managers 

Empowerment guidelines for budgeting, HR matters, etc. 

 Agenda and minutes for company meetings 

 Internal publications about company values, mission, history, and future plans 

 Company brochures or published materials about company values, culture, 

mission, history, development, and future plans for the public 

 Standardized formats or templates for staff report, memorandum, PowerPoint 

presentation, quotation, etc. 

Informal control system 

15. What are the key values in your company? How are these key values aligning with 

your management philosophy?Do you think your staff sharing the same values? 
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16. To what extent do you think these common values in traditional Chinese 

managmenet ideology are influential to your management philosophy and the 

culture of your organization?  

 Respect for seniority and hierarchy 

 obedience to the authority 

 keeping one’s face  

 respect for traditions and norms 

 relationship-oriented 

 value for loyalty 

 lack of trust outside delimited groups 

 pursing harmony in the firm as a whole and in work groups’ 

17. What are some of the informal control strategies you have in place? What have 

been the success and problems associated with the implementation of these? 

 

 

The end 
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For investigator’s record  

Reference code:  

 

Survey Questionnaire  

 

Thank you very much for your time and effort in participating in this academic research 

project named “An Analysis of the adaptation of organizational control in Hong Kong 

SMEs in a globalized environment”. No individual and company information will be 

disclosed and your responses will be anonymously recorded. This web-questionnaire 

takes about 15-20 minutes. 

 

Guidelines: 

 

1. The interview comprises of 20 questions. Some questions are rating scales. Please 

circle the number in each scale that seems closest to describing the reality of your 

organization as you perceive it. 

 

2. For scale items, there are two extreme points: 1 represents the statement on the left 

and the statement on the right; numbers between 1 and 7 represent degrees of the 

extremes. Please circle only one answer from the scale 1 to 7.  

E.g. 

1-------2-------3-------4-------5------6-------7 

totally agreed          totally disagreed 

 

Thank you for your cooperation.  

 

Wong Chung Ming 

Candidate of Doctorate of Business Administration, Charles Sturt University 
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Part 1: Background 

 

1. How long have you been working in this company? 

a. 2 years or below 

b. 3-8 years 

c. 9-14 years 

d. 15-20 years 

e. 21 years or above  

 

2. What is the highest education qualification that you have already obtained? 

a. Primary education 

b. Secondary education 

c. Post-secondary education 

d. University education 

e. Tertiary education or above 

 

3. Did you receive education in Hong Kong? 

a. Yes      b. No 

 

4. Gender:   

a. Male 

b. Female 

 

5. Which department are you belonged to? 

a. engineering and production 

b. Accounting and finance 

c. Human resources management 

d. General management and administration 

e. Marketing and sales 

f. Others (Please indicate:     ) 

 

Part two: Adaptation of Organizational control in your company 

 

6. In the following aspects, how you think the forces of globalization influence the 

company? 

 

  

Forces of globalization 

Not influenced   Greatly influenced  

 

a Competition in delivery and 1-----2-----3-----4-----5----6-----7 
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after-sales services in your industry  

b Innovation of new or better operating 

processes 

1-----2-----3-----4-----5----6-----7 

 

c Price competition in the industry 1-----2-----3-----4-----5----6-----7 

 

d Rate at which products or services are 

getting obsolete  

1-----2-----3-----4-----5----6-----7 

 

e Competition in promotion, 

advertising, selling, distribution, etc. 

1-----2-----3-----4-----5----6-----7 

 

f Competition for purchase of inputs 

(e.g. raw materials), parts, equipments 

1-----2-----3-----4-----5----6-----7 

g Competition in quality and variety of 

products and services 

1-----2-----3-----4-----5----6-----7 

 

7. Considering the forces of globalization, how does the control mechanism adapt 

itself in the company?  

   1-----2-----3-----4-----5----6-----7 

Not adapted       highly adapted 

 

organizational structure &reward system& strategies 

 

8. How do you describe the shape of hierarchy at your company? 

a. Flat 

b. Many layers 

c. Like a Pyramid 

 

9. Which are the following control devices present in your firm? It they are present, 

please indicate to what extent it is adopted? 

 

  

Performance measurement devices 

Present? 

(Y/N) 

Rarely adopted        Widely adopted 

     

a Cost centers / profits centers Y/N 1-----2-----3-----4-----5----6-----7 

b Management information system Y/N 1-----2-----3-----4-----5----6-----7 

c Quality control system Y/N 1-----2-----3-----4-----5----6-----7 

d Break-even analysis  Y/N 1-----2-----3-----4-----5----6-----7 

 

10. How clear are the standards of these performance measurement systems? 

1-------2-------3-------4-------5------6-------7 

Very vague        Very clear 
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11. To what extent are the performance measurement systems and the incentive 

systems related to each other? 

1-------2-------3-------4-------5------6-------7 

Extremely related        Totally unrelated 

 

12. How often do you think the current performance appraisal system has been used as 

an instrumental tool of employees’ development? 

1-------2-------3-------4-------5------6-------7 

Very infrequently       Very frequently 

 

Formal control systems 

 

13. Does your firm have formal procedures for below planning and reporting processes? 

If yes, to what extend below planning and reporting processes are adopted? 

 

  

Processes 

Yes/No 

(Circle) 

Rare                    Extensive 

a Budgeting Y/N 1-----2-----3-----4-----5----6-----7 

 

b Recruitment and dismissal Y/N 1-----2-----3-----4-----5----6-----7 

 

c Remuneration and promotion Y/N 1-----2-----3-----4-----5----6-----7 

 

d Performance measurement Y/N 1-----2-----3-----4-----5----6-----7 

 

e Reporting or vertical communication 

guidelines 

Y/N 1-----2-----3-----4-----5----6-----7 

 

f Procurement and sourcing Y/N 1-----2-----3-----4-----5----6-----7 

 

14. Does your firm have below written documents? 

 

 Documents Please tick if 

it is available 

a Organization chart / information about departmentalization  

b Manual of procedures for frontline staff, supervisors, 

managers, and directors 

 

c Written job descriptions for frontline staff, supervisors, 

managers, and directors 
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d Operating instructions and workflow  

e Agenda and minutes for company meetings  

f Internal publications about company values, culture, mission, 

history, development, and future plans 

 

g Company brochures or published materials about company 

values, culture, mission, history, development, and future plans 

for the public 

 

h Standardized formats or templates for staff report, 

memorandum, PowerPoint presentation, quotation, etc. 

 

 

15. How do you agree that participation is encouraged from the bottom up for these 

areas? 

 

 

(a) For product- or service-related decisions concerning level of operations, 

marketing strategy, research and development of new products or services, etc:  

1-------2-------3-------4-------5------6-------7 

All are bottom-up          All are top down 

 

(b) Capital budgeting decisions: 

1-------2-------3-------4-------5------6-------7 

All are bottom-up          All are top down 

 

Informal control 

 

16. How do you think you understand and share some of the top management’s key 

values and assumptions? 

1-------2-------3-------4-------5------6-------7 

Totally do not        Totally understand 

understand 

 

17. How do you think the company use departmental and/or cross-department social 

functions to allow members to build sense of belongings?  

1-------2-------3-------4-------5------6-------7 

 Very not enough          Very enough 

 

18. How do you think these common values of traditional Chinese management 

ideology are influencing to your company culture? 

 



217 

 

 Do you agree ‘respect authority’ is influential to your company culture? 

1-------2-------3-------4-------5------6-------7 

Strongly disagree              Strongly agree 

 

 Do you agree ‘obedience to the authority’ is influential to your company 

culture? 

1-------2-------3-------4-------5------6-------7 

Strongly disagree              Strongly agree 

 

 Do you agree ‘keeping one’s face’ is influential to your company culture? 

1-------2-------3-------4-------5------6-------7 

Strongly disagree             Strongly agree 

 

 Do you agree ‘respect for traditions and norms’ is influential to your company 

culture? 

1-------2-------3-------4-------5------6-------7 

Strongly disagree              Strongly agree 

 

 Do you agree relationship-oriented is influential to your company culture? 

1-------2-------3-------4-------5------6-------7 

Strongly disagree             Strongly agree 

 

 Do you agree ‘loyalty’ is influential to your company culture? 

1-------2-------3-------4-------5------6-------7 

Strongly disagree             Strongly agree 

 

 Do you agree ‘trustworthy’ is influential to your company culture? 

1-------2-------3-------4-------5------6-------7 

Strongly disagree              Strongly agree 

 

 Do you agree ‘harmony in the firm as a whole and in work groups’ is 

influential to your company culture? 

1-------2-------3-------4-------5------6-------7 

Strongly disagree              Strongly agree 

 

19. How do you agree that the management style of the top management is 

westernized? 

1-------2-------3-------4-------5------6-------7 

Strongly disagree              Strongly agree 
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20. How do you think that the strategy currently pursued is able to build distinctive 

competencies of your company? 

1-------2-------3-------4-------5------6-------7 

Strongly disagree              Strongly agree 

 

 

 

~The End~ 
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Appendix Four  In-depth Interview Consent Forms 

 

Identify School/University address  

Supervisor: Insert Name 

Email: 

Insert Date 

 

 

IN-DEPTH INTERVIEW CONSENT FORM  

 

I (please print) have read the information on the research project of “An Analysis of the 

adaptation of organizational control in Hong Kong SMEs in a globalized environment”, 

which is to be conducted by WONG Chung Ming, and all queries have been answered 

to my satisfaction. 

 

I agree to voluntarily participate in this research and give my consent freely. I 

understand that the project will be conducted in accordance with the Information Sheet, 

a copy of which I have retained.   

 

I understand I can withdraw from the project at any time, without penalty, and do not 

have to give any reason for withdrawing. 

 

I consent to: 

 participate in an in-depth interview that will take approximately 70 minutes 

 the audio-taping of my contribution to the in-depth interview 

 review the transcript of the in-depth interview to edit or erase part or all of my 

contribution 

 

I understand that all information collected will remain confidential to the researchers. 

All information collected will be confidential.  All information gathered from the 

interview will be stored securely and once the information has been analysed the audio 

tapes and transcripts will be destroyed.  My identity will not be revealed without 

consent to anyone other than the investigator/s conducting the project.  Further, I have 

had the opportunity to have questions answered to my satisfaction. 

 

Signature:________________________ 

Name:_______________________________ 

Date: _________________________________ 


