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About the MIT Japan Program
and its Working Paper Series

The MIT Japan Program was founded in 1981 to create a new generation
of technologically sophisticated "Japan-aware" scientists, engineers, and
managers in the United States. The Program's corporate sponsors, as well
as support from the government and from private foundations, have made
it the largest, most comprehensive, and most widely emulated center of
applied Japanese studies in the world.

The intellectual focus of the Program is to integrate the research
methodologies of the social sciences, the humanities, and technology to
approach issues confronting the United States and Japan in their relations
involving science and technology. The Program is uniquely positioned to
make use of MIT's extensive network of Japan-related resources, which
include faculty, researchers, and library collections, as well as a Tokyo-
based office. Through its three core activities, namely, education,
research, and public awareness, the Program disseminates both to its
sponsors and to the interested public its expertise on Japanese science
and technology and on how that science and technology is managed.

The MIT Japan Program Working Paper Series provides an important
means to achieving these ends.



Introduction

We know from the many thorough studies of the domestic Japanese firm

that Japanese corporate "know-how" is more than technological innovation riding

on financial clout.' Japanese corporations's organizational forms and managerial

practices have been shown to be particular, powerful, and profitable. Expansion

offshore, however, has naturally required substantial organizational and

managerial modifications at Japanese firms as they move beyond their familiar --

and apparently extremely consequential -- domestic economic, political, and social

environment. Host countries have gained important economic stimulus as a result

of Japanese investment, but questions have arisen concerning the

accomplishments of Japanese multinational corporations (MNCs) in implanting

their powerful management technologies abroad. This issue may be especially

relevant in Asia where, compared with Europe and North America, the impact of

Japanese foreign direct investment (FDI) on both national economies and the

structure of industrialization has been far more pronounced.

Among Japanese MNCs the urgency to change and adapt has been most

acute at large, world class manufacturing firms. Structural adjustments of the

Japanese economy and intense competition between manufacturers have led to a

l The classic literature on the organization and management of large scale
private enterprises in modern Japan is: Robert E. Cole, Japanese Blue Collar
(Berkeley and Los Angeles: University of California Press, 1971); Ronald Dore,
British Factory, Jaanese Factoy (Los Angeles: University of California Press,
1973); Thomas P. Rohlen, For Harmony and Strength: Japanese White-Collar
Organization in Anthropoloaical Perspective (Berkeley: University of California
Press, 1974); Rodney Clark, The Japanese Company (New Haven and London:
Yale University Press, 1979); and Jame§ C. Abegglen and George Stalk, Jr.,
Kaisha: The Japanese Corporation (Tokyo: Charles E. Tuttle, 1985).
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rapid increase in the proportion and geographic diversity of their offshore

production, especially since the revaluation of the yen in 1985. Thus the

combination of domestic economic pressures to move production offshore and

generic characteristics of manufacturing, such as high density and breadth of

interactions with the local environment, make Japanese manufacturers abroad

ideal subjects for the study of managerial adaptations. In addition, the proliferation

of manufacturing by both Japanese and Western MNCs in Asia provides us with

an extremely rich data set for comparing patterns of adaptation of firms with

different home countries. 2

Where one stands on the question, "Does the ownership of MNCs matter?",

may depend on where one collects information. Data in this paper is grounded,

first, on an examination of the broad set of linkages between Japanese

headquarters and Thai subsidiaries -- from the home office perspective -- based

on data collection and interviews with managers in Japan who oversee operations

in Thailand and, second, on the overseas subsidiary perspective based on an

extensive period of anthropology-style participant-observation inside subsidiaries of

MNCs in Thailand. This paper thus analyses adaptations at the firm level to the

pressures of operating in foreign environments, and specifically treats the means

taken by Japanese manufacturers to move their local Thai staff toward

standardized production. The paper will also contrast managerial style at

2 In this paper I am defining multinationals based in North America and
Europe as "Western MNCs." For the purposes of this paper, with its explicit focus
on Japanese MNCs, it would be a distraction to overly qualify the alternative
management model I will propose for Western MNCs. I do however recognize
that there are important variations between "Western MNCs," though those
variations are less pronounced in management than in other areas.
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subsidiaries of Japanese and Western MNCs in Thailand. How might we proceed

in understanding how MNCs manage know-how in foreign environments, why they

do it differently, and the implications of those differences?

Multinational corporations attempt to fulfill their goal of profit seeking based

on similar sets of external constraints and opportunities in each particular foreign

environment. At a high level in the corporation strategic decisions on foreign

direct investment are taken which may allow MNCs to, for example, benefit from

lower labor costs, avoid restrictions on foreign trade, capture local expertise and

information, gain tax relief through transfer pricing, sell their locally-produced

goods in local or regional markets, reverse import products to their home markets,

etc. And once foreign investments are made all MNCs manufacturing abroad are

faced with a generic problem: how to overlay the varied environments in which

they manufacture with a grid of training and tools that develops and maintains

local skills so that goods are produced at "standards" acceptable to their sales

market. Thus, for example, Japanese and Western chip manufacturers face

similar local constraints at an industrial park in Malaysia where they compete to

produce micro-chips with similar specifications for personal computer

manufacturers. Or, from a different perspective but demonstrating the same

underlying principle, at Japanese-owned color picture tube subsidiaries in Mexico

and Thailand, assuming machinery is similar, the same basic skills must be

developed so that standardized product can be assembled and sold in the United

States. The core problem in manufacturing abroad, then, is how to produce

standardized output in unfamiliar local environments. Engineers may switch or

4
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alter machines to more easily cope with local worker capabilities, but over the long

run this provides relatively marginal flexibility. MNCs must successfully make

"managerial technology transfers" so that machines are used efficiently.

While the terminology suggests mechanical precision, managerial

technology transfer concerns the processes of learning about the interplay of

technical information and the social arrangements surrounding industrial

production. Whether planned or not, managerial technology transfer will in

practice reflect the local environment, such as the skills background of local staff,

local organizational culture, locally available hardware, etc., as local conditions

interact with know-how carried to the overseas subsidiary. All MNCs operating in

the same foreign environment face broadly similar constraints then. However, at

the point where managerial technology transfer enters in there appears to be

considerable divergence in their practices. And these divergences tend to divide

according to home country origin of the multinational. This paper thus supports

the view that ownership matters to managerial technology transfer.

The paper is organized as follows: I begin by explaining why I chose to

conduct fieldwork in Thailand (including the relevance of the Thai case to analysis

of FDI throughout Asia), and briefly describe my study sites and the methodology

employed for field research. I will then present a brief model of "Japanese

manufacturing" as I believe it is understood by Japanese managers who are sent

out to Japanese subsidiaries abroad. In order to provide one kind of gauge on

the success of managerial technology transfers, I report on the placement of well-

known Japanese shopfloor techniques in Thai subsidiaries. A measure of

5
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transfers at a particular factory at a particular moment in time, however, tells us

little about the processes through which these transfers occur. The paper

therefore shifts emphasis from activity on the shopfloor to an examination of

managerial aspects of the technology transfer process. Here I underscore the

interactions between expatriate and Thai engineers, which I argue is the most

critical point in the technology transfer process in its overseas setting, and I will

contrast these interactions at Japanese and Western MNCs operating in Thailand.

I will argue that distinctive practices of managerial technology transfer at MNCs

are specific to the home country of the MNC, and that these practices are based

on the internal dynamics, or the organizational cultures, of the firms themselves in

their home country setting. In order to yield insight into how Japanese managers

think and act on the problems of production abroad, I propose some brief

explanations of Japanese MNC behavior in Thailand within the conceptual logic of

Japanese managers. I close with suggestions regarding the implications of

variations in managerial technology transfer to both the development of MNCs and

to patterns of industrialization among host countries in Asia.

Thai Study Sites and Methodology

I focussed my study on subsidiaries of multinational corporations in

Thailand for five reasons:

1) Compared with some of its South East Asian neighbors the Thai

government has prepared the ground for substantial FDI through a relative

preponderance of incentives and lack of formal restrictions. The combination of
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