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Abstract 

Since China adopted the open reform policy in 1978, China has undergone a series of 

fast social and economic changes. In the light of the remarkable economic success that 

has taken place in the country in the past 20 years, more and more business people 

and government organisations across the world have shown great interest in probing 

the economic operational environment of China. 

In understanding the economic operational environment of China, we cannot ignore 

SOE's ( State-Owned Enterprises), especially the large and medium-sized SOE's, 

which play a significant role in Chinese economy. In spite of its significant 

development over the past decade, a large number of SOE's still face serious 

problems. For example, while the external pressure from the market has become more 

intense, quite a number of SOE's have been unable to adapt to the competitive 

environment and operate at a loss. SOE's' problems are attributed to a number of 

reasons, both external (national policies, market, domestic and international 

competition) and internal (management, organisation, operation, employees and so 

on). As managers are at the core of the company leadership, managers play decisive 

roles in various business activities in the companies. Managers' values and 

behaviours are closely associated with company operations. To explore Chinese 
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managers' roles and behaviours can help us identify some justifications which 

explain a number of operational features of SOE's. In this regard, this paper attempts 

to examine some characteristics of managers' roles and behaviours in state ownership 

setting from internal perspective and audit some links between the manager's role 

and the company operation. 
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Part 1 

Introduction 

1.1. Background 

A Manager's work is concerned with persoimel management, production control, 

organisation and so on. "As a manager he is a captain of the team - the person who 

ensures that the team plays well together: in short, he is a "fixer" in the field of human 

relations" (Eric Moonman,1961). The degree and quality of the leadership provided 

by managers is of crucial importance to the success of company operation. Due to the 

political and economic environment variables which took place in China over the past 

decades, the roles and behaviours of Chinese state-owned company managers have 

accordingly been to some extent undergoing series of changes. As China now is 

further deepening its open reform policies, Chinese managers are facing some new 

opportunities and challenges, which will exert tremendous impacts on them in their 

future roles and behaviours. 

1.2 Aims of the research 

China is stepping into 21 century while it claims to continue its national strategy 

which sticks to making its state-owned enterprises, especially large and medium-

sized ones, the pillar force of the country's economy. But because of the state sector's 

current sluggish economic performance and heavy indebtedness, SOE's are widely 
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perceived as an impediment to development. Therefore, based on the international 

management theories, this paper is aimed at making some comparisons regarding 

manager roles and behaviours between western management theories and Chinese 

enterprise practices in order to make managers be alert to the opportunities and be 

ready to assume the attitudes, values, skills, and knowledge necessary to cope in an 

competition-heated business world. Only when they adopt a global management 

perspective will they be able to adapt and adjust their corporate cultures in order to 

turn the unexpected into profitable opportunities. 

1.3 Defining the problems 

China's phenomenal economic growth since 1979 was fuelled initially by agricultural 

advance and more recently by the development of thriving private and "township and 

village" enterprise sectors. In contrast, the performance of SOE's has continued to 

deteriorate. The chronic performance problem of SOE's remains the government's 

biggest headache. The source of SOE's poor performance is complex and 

controversial. The SOE's problems are likely to be associated with their internal 

incentive mechanism resulting from the ownership and corporate governance 

structure. Nevertheless , the widely shared belief is that the problem is mainly 

inherent in the performance of managers who do not have the inherent incentive to 

maximise the firm's value. Therefore, this paper analyse the manager's roles and 

behaviours subject to their practices in Chinese state-owned enterprises. 

1.4 Significance 
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In general, this research on some characteristics of the roles and behaviours of the 

Chinese state-owned company managers provides the people and organisations with 

information which demonstrates a number of reasons of why SOE's are operating 

currently with problems. 

Even though impressive advances have been made in increasing management 

autonomy and in providing incentive structures for managers and management 

turnover has increased, reflecting the fact that managers can be sacked or demoted for 

poor performance (Recent Asia Pacific Briefs of Oxford Analytical). Many managers 

now can sign contracts specifying performance targets, and their pay is frequently 

linked to sales profits, therefore their role and behaviour would vary accordingly. 

For this reason, this study will provide some information based on the writer's theory 

study at NTU and personal experience about Chinese SOE managers. It can be some 

helpful for the people and organisations who are interested in understanding China 

and the present Chinese business operation environment especially SOE management. 

1.5 Methodology 

The method applied in this dissertation is a general social science research method 

which is mainly a literature review of information. The study is conducted by: 

using related references 

collecting information 

classifying information 

analysing information 
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using personal work experience 

Accordingly, the contents of this dissertation are as follows: Chapter One is an 

introduction including background, aims, defining problems, significance and 

methodology. Chapter two examines some theories about the dynamics of managers. 

Chapter three overviews practices of the roles and behaviours of the managers of 

china. Chapter Four is the conclusion. 

28/02/1998 Page 6 GDBS DISSERTATION 



NTU TJ Graduate School of Business 

This chapter mainly provides some theories of management concerning manager's 

roles and behaviours in a business organisation setting. 

Human Resource Management ( HRM ) places importance on the link between a 

company's strategy and the deployment and utilisation of the human resource. A fact 

is that a great deal of HR activity and energy is directed at managers themselves, 

rather than employees. J. Clifton Williams (1978) said when managers are unusually 

successful or when they fail, their success or failure is due solely or primarily to their 

personal performance. To find in what aspects and to what extent managers' 

performance function to the company is crucial to exploit the talents and advantage 

of these people in targeting the company's strategy. The following are some findings 

of management theories in regard to managers' roles and behaviours which are 

studied from the following four aspects: 

Leadership 

Decision-Making 

Performance Appraisal 

Motivation 
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2.1 Definition of a Manager 

The success of a company is dependent upon many factors, but none is more 

important than the impact of its leaders - managers. Managers make the decisions 

which determine both company objectives and the means by which that objective is 

fulfilled. Their actions also determine whether the potential of the company workforce 

will be actualised or lie dormant and whether the emotional tone of the company will 

be characterised by warmth and enthusiasm or coldness and apathy. 

What is a manager? "A manger is one who executes and administers." (Edwin 

E.Ghiselli, 1971). Managers provide the executive and administrative job of the 

organisation so that all of its various departments operate in conjoint harmony and the 

result being that the total entity functions smoothly. Herbert G. Hicks & C. Ray 

Gullett (1974) say that managers are the persons who represent the interests of 

owners.They act in the owners' place and receive their legal authority from them. 

They must also consider the interests of employees, customers, government, and 

society when making decisions. Robert Albanese (1988) defines manager as a person 

holding a certain types of job. The job may be identified by a variety of job titles, 

including chief executive officer, president, supervisor, foreman, administrator, coach, 

general, admiral, bishop, or manager. In short a manager is any person in an 

organisation who is formally accountable for the job performance of other people in 

the organisation. 

28/02/1998 Page 8 GDBS DISSERTATION 



NTU J Graduate School of Business 

In terms of role and function, Henry Mintzberg (1973) states that a manager has three 

major functions in an organisational setting. One function, managing interpersonal 

relationships, involves building and maintaining relationships with a variety of people 

both inside and outside of the organisation. A second function, managing information, 

involves gathering and disseminating information that originates both inside and 

outside of the organisation. The third function, decision making, involves making a 

range of decisions pertaining both to internal operating practices and to exchanges 

with other units of the organisation and with the outside world. 

2.2 Leadership 

Managers' roles and behaviours are related to many aspects. The most important part 

of manager's role is leadership. All managers are expected to inspire individuals to 

work willingly, cooperatively, and enthusiastically toward the achievement of an 

objective. 

J. Clifton Williams has a definition of leadership. "Leadership is a behaviour whereby 

one person motivates others to work toward the achievement of specific objectives.." 

(J. Clifton Williams,1978) 

"Leadership is a part of management but not all of it.... Leadership is the ability to 

persuade others to seek defined objectives enthusiastically. It is the human factor 

which binds a group together and motivates it toward goals."(Keith Davis,1967, 
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There are many theories of leadership. Rensis Likert (1967), a pioneer in studying 

styles of leadership, has developed four systems for classifying leaders. Likert's four 

classifications are: 

System 1 - Exploitative-Authoritative: Leaders in this category are autocratic. 

They do not seek the opinions of subordinates but make all major decisions 

independently. They motivate through fear and punishment. 

System 2 - Benevolent-Authoritative: Leaders in this classification have a 

"Plantation mentality" or "big daddy" approach to leadership. They sometimes 

seek advice from subordinates, but they make key decisions themselves. They use 

both fear and rewards to motivate. 

System 3 - Consultative: These types of leaders have considerable confidence in 

their subordinates, delegate extensively, encourage subordinates to make 

recommendations, and rely on rewards more than punishment to motivate. 

System 4 - Participative -Group: Leaders using this style intentionally seek to 

involve members of the group in the decision-making process. They liberally 

delegate authority and use rewards, not punishment, to motivate. 

Ross A. Webber's (1981) classifies leadership into four bases: legitimate power, 

referent power, expert power and representative power, and a leader uses the four 

bases to influence people. 

Gary.W. Yunker (1990) concluded that an effective organisational leadership is to use 

personal influence and appropriate management practices consistently in order to 
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empower subordinates and facilitate an organisational culture which supports the 

pursuit and realisation of shared objectives. 

To summarise, leadership is the way a leader practices his various powers to influence 

or motivate others to work toward the achievement of specific objectives. 

2.3 Decision-Making 

Decision making is one of the most important recurring responsibilities facing 

managers, it is at the heart of the management. Charles H. Kepner and Benjamin 

B.Tregoe note that "No good manager needs to be convinced that problem analysis 

and decision making are the most important things that he does," and then observe 

that "His success virtually depends on doing these things well" ( Kepner and Tregoe, 

1965, p.24). To make a decision , the manager must choose among ways to deal with 

problems confronting an organisation and a manager's decision has considerable 

impact on the performance of the organisation. Max D. Richards and Paul S.Greenlaw 

stress rationality in decision making. They say " When attempts are made to prescribe 

how decision should be made, however, exhortations are given that managers ought to 

be 'rational'- that they should put aside their personal feelings and emotions and base 

decisions on the facts of the situation" (Max D. Richards and Paul S.Greenlaw, 1972). 

George P. Huber (1980) advocates the using of decision groups and his point is based 

on three reasons: 
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The group might make better decision than any one individual including the 

manager. 

The group may later be more effective in implementing decisions if the members 

participated in making the decisions. 

Participation in the decision process may be a useful technique for training and 

developing subordinates. 

In the process of Decision-Making, Bryan D Prescott (1980) identified five kinds of 

decision-making processes: 

. Autocratic 

. Autocratic (information or skill-seeking) 

• Consultation 

Negotiation 

Delegation 

Paul C.Nutt (1989) suggested five key steps in Decision Making: 

Using Group for Decision Making 

Uncovering Core Problems 

Providing Balanced Viewpoints 

Comparing the Value of Alternatives and "What If" Questioning 

Learning from Success and Failure 
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Effective decision-making enables managers to analyze a situation requiring a 

decision and from that analysis to select the decision-making process which is most 

likely to generate an effective decision. 

2.4 Performance Appraisal 

"A performance appraisal is any personnel decision that affects the status of 

employees regarding their retention, termination, promotion, demotion, transfer, 

salary increase or decrease, or admission into a training program" (Gary P. Latham & 

Kenneth N. Wexley, 1981). Performance appraisal lies at the heart of motivation of 

the organisation staff regarding job performance. It is also a fundamental requirement 

for improving the productivity of an organisation' s human resource, because it is 

through an appraisal that each individual's productivity is evaluated. 

Callahan, Fleenor and Knudson (1986) put forwards five methods for staff 

performance appraisal: 

Essay Approach Requires the rater to respond to one or more open-ended essay- 

type questions concerning the performance of the person being rated. 

Ranking Requires the rater to "line-up" staff from best to worst. 

Management by Objectives/Results/Accountabilities Encompasses all 

approaches that includes two major elements. 

. Criteria A list of rating criteria without accompanying performance standards. 

• Criteria and Standards Goes one step beyond the criteria-only approach. 
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An important part of the staffing function in a company is the evaluation of the 

performance of managers. Since managers are the key to an organisation's success, it 

follows that their individual positive contributions and weaknesses should be 

discovered and used as a basis for building a stronger, more effective organisation. 

Furthermore, evaluation serves as a basis for corrective action. 

David Schwartz (1980) suggests five methods for evaluating managers: 

Results evaluation ( also called performance evaluation) assesses a manager in 

terms of what he or she actually accomplished over a period of time. It deals with 

quantifiable achievements, such as units produced, volume sold, waste reduced, 

and turnover of the manager's employees. 

Trait evaluation ( also called attribute evaluation) judges a manager's 

performance in terms of personal characteristics. For example ,the evaluator may 

seek to assess the degree to which the manager is loyal, cooperative, or 

dependable. 

Behaviour evaluation appraise a manager in terms of how he or she went about 

achieving the results. It focuses on what the manager did-the process or 

techniques he or she used to achieve goals rather than on whether desired 

objectives were actually achieved. 

Function performance evaluation assesses a manager's ability to perform 

managerial functions. It tries to determine how well the manager performs as a 

manager. 

Informal evaluation employs no structure or design. It is the most subjective 

evaluation method and is based solely on observation of a manager's performance. 
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2.5 Motivation 

Some theories of motivation have been developed to help us better understand the 

complexities involved in motivating people to accomplish organisation goals 

willingly and effectively. 

"Motivation is the process through which behaviour is mobilised to reach certain 

goals, which in turn satisfy individual and/or organisation need" (Kamal Fatehl, 1996, 

p229). 

Abraham H. Maslow, a psychologist, developed a theory of human motivation based 

on the idea that needs form a hierarchy. He pointed out that as one need is satisfied the 

need at the next higher emerges. Maslow's five needs are shown in Figure 2-1. 

Figure 2-1 Maslow's Hierarchy of Needs 

Source: Adapted from Abraham H. Maslow, Motivation and Personality, 2nd ed.( New York: Harper 

& Row, 1954) 
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Level 5 Self-actualisation 

Level 4 Esteem 

Level 3 Love 

Level 2 Safety 

Level 1 Physiological 

Physiological Needs 

The main physiological needs are to satisfy hunger, thirst, sleepiness, and sexual 

desire. Maslow considers physiological needs to be prepotent. 

Safety Needs 

When physiological needs are gratified, safety needs emerge. Maslow notes that the 

"healthy, normal, fortunate adult in our culture is largely satisfied in his safety needs". 

Maslow goes on to note that beyond this point, safety needs in a modern society are 

dealt with by buying life insurance, looking for a job with tenure, and in other ways 

seeking economic security. 

Love Needs 

According to Maslow's theory , when both physiological and safety needs are 

gratified , the need for affection, belongingness and love emerges. People yearn for 

friends. The love needs include needs for both giving and receiving love. 

Esteem Needs 
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The desire for self-respect and the respect of others is next in the hierarchy. People 

want to achieve and to be recognised for their achievement. Satisfaction of esteem 

needs leads to self-confidence and a feeling of worth. 

Seif-actualisation Needs 

When physiological, safety, love, and esteem needs are satisfied, people will soon 

become discontented unless they are doing what they want to do. Doing what one 

most wants to do with one's life is called self-actualisation. 

Here Maslow's model spells out what needs people have. When organisations know 

what people need, they will help satisfy those needs so that staff will enjoy greater 

satisfaction and perhaps be more productive. 

Other motivation theories include McGregor's (1960) Theory X, or autocratic and 

Theory Y, or participative. 

Theory X: 

If People are to be inherent dislike of work and will avoid it if he or she can, they 

prefer to be directed, wishes to avoid responsibility, has relatively little ambition, and 

wants security above all, then they must be coerced, controlled, or threatened with 

punishment to get them to put forth adequate effort toward the achievement of 

organisation objectives. 

Theory Y: 
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People who treat work as source of satisfaction, play and rest demonstrate self-

motivation and self-direction. Rewards are expected when goals are achieved 

McClelland's Need-based Motivation theory is also worth noting. David McClelland 

(1953) states that human beings have three basic motivational needs: power, 

affiliation, and achievement. 

The power need is expressed in a strong desire to change or alter the course of events. 

People who are strongly motivated by the need for power are often effective speakers, 

may be argumentative, like communicating, and want to exercise influence. 

The affiliation need exists in all of us but in widely differing degrees. Individuals with 

a strong affiliation need want love and group approval. They value friendship very 

highly. 

The achievement need is the twin desire to (1) succeed and (2) not fail. People who 

have a strong achievement need seek challenge, set big goals, work hard and long, and 

generally want to win for the sake of winning. 
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Part 3 

Practices - Some Characteristics of the Roles and 

Behaviours of Chinese SOE Managers 

This chapter examines some characteristics of the roles and behaviours of Chinese 

SOE managers in practices. It focus on the traditional Chinese culture and modern 

ideologies which have exerted tremendous influences in shaping the roles and 

behaviours of Chinese managers. 

"Studies of the PRC and other Asian countries have reported that these societies 

are more likely to be collective in nature. These societies are believed to reflect 

high power distance, or a respect of the hierarchy and a desire to obey one's 

superiors, as well as the expectation of obedience from individuals in low 

positions of authority. Companies in Asian countries have traditionally also been 

strongly influenced by government agencies and hold great expectations of control 

from outside authorities"(Anne S. Davis, 1997). China is an eastern Asian country 

with a history of five thousand years. Chinese society is traditionally influenced 

by Confucius as well as other philosophies. However with the political, economic 

and social variables that have taken place in the late one hundred years particularly 

in the late 20 years, Chinese society is gradually changing from a single 

communist ideological society into a diversified and plural society, and people's 
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values and behaviours have varied accordingly. With state enterprise reforms 

proceeding forwards, enterprise managers are being granted more power and 

authorities in order to increase managers' incentives and thus improve managers' 

efficiency and productivity. This part discusses the series of practices of the roles 

and behaviours of Chinese managers from the following three aspects: 

. Overview of the Manager's Roles in the Development in the State 

Ownership Setting 

. Current Situation 

. Roles and Behaviours under the influence of Chinese Culture, Mao and 

Modern Ideology 

3.1 Overview of the Manager's Role in the Development in the State 

Ownership Setting 

Chinese managers have gone through a repetitious and tortuous process of creation 

and development. Chinese managers originated from the leadership system in China's 

industrial enterprises which had already begun during China's second civil war in 

1930s. Gene Tidrick & Chen Jiyuan (1987) classify the industrial enterprise 

leadership system regarding the role of director and manager in China into six phases 

and five modes: 

1. Three-man team (during the civil war period) 

During the second civil war, the public enterprises in the revolutionary communist 

base areas used a three-man team, with the plant director, the party branch secretary, 
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and the union committee chairman constituting the leadership core. The three-man 

team addressed major problems arising in plant production, and if the three could not 

agree with each other, the plant director had the authority to make the decision. 

The plant management committee and staff-and-worker assembly system 

(around the time of liberation) 

When PRC was founded in 1949, many bureaucrat-capitalist enterprise were turned 

into state enterprises. To meet the demands of the situation and strengthen enterprise 

leadership, a joint management committee was established in state-owned enterprises 

by the administration and the union. The management committee comprised the plant 

director as chairman, the union chairman, the deputy plant director, the chief 

engineers and union representatives. 

The one-director system (during the first five-year plan) 

In 1953 China entered a phase of large-scale construction. To overcome problems of 

enterprise management, a "production administration plant-director responsibility 

system"(called the "one-director system" or "one-man management system") was 

implemented in a series of enterprises in northern and northeastern China. The 

directors took full responsibility for state plans, enterprise administration, 

management, production technology and finance work. 

Plant -director responsibility system and staff-and-worker assembly under the 

leadership of the party committee (in 1956) 

In 1956 the congress called for the universal implementation of a plant-director 

responsibility system under the leadership of the party committee. That system 

combined collective leadership and individual responsibility with the party at its core. 
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All major problems of the enterprise were to be discussed collectively by the 

enterprise party committee and decided by common accord. 

Unified leadership system 

During the Cultural Revolution, the enterprise leadership system suffered severe 

damage. Toward the end of the Cultural Revolution, party committee were restored in 

the enterprises, with a unity of party and administration. Party handled all matters 

great and small. 

The restored plant-director responsibility system; 

"The policy document on 'China's Economic Structure Reform' adopted by the Party 

Central Committee in October 1984 called for 'a system of the director or manager 

assuming full responsibility' over enterprises (CPC 1984:25)" (John Child,1984). In 

1984, administration was given less authority while the enterprises' administrative 

and management powers were expanded. 

3.2 Current Situation 

Currently in China the leadership system in industry is comparable to that in a 

company or factory in the West, where an administrator runs things under a board of 

directors. Under China's socialist system in state-owned enterprises , the enterprise 

manages under the leadership of the Communist Party committee. Despite its 

historical justification and some positive aspects, this system has major drawbacks, 

particularly in the confusion between the Party's political responsibilities and the 

enterprise manager's managerial responsibilities (Lin Wei & Arnold Chao,1982). 

Currently, China's managers of most large and medium-sized enterprises are 
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appointed by the industrial ministries or bureaus. In these firms, managers have 

official ranks that are equivalent to those in the government. 

In 1995, as an extension of the shareholding experiment, the government started the 

experiment with the "modern enterprise system," the central objective being 

corporation of state-owned enterprises. The major elements of this reform include: (1) 

transformation of SOE's, particularly large SOE's, into corporation with a clearly 

defined ownership and corporate governance structure. Under this system, the 

corporatized SOE's are required to set up boards of directors that represent the interest 

of the owners; (2) creation of separate corporate entities that oversee on behalf of the 

state and through board of directors the performance of individual enterprise. (3) 

establishment of supervisory boards for corporated SOE's, according to the Company 

Law. Its function ensures that the directors and managers do not commit any illegal 

activities or activities that obstruct the interest of the company. (4) a clear separation 

of the government administrative functions from the commercial functions of the 

corporatized SOE's. The key hypothesis underlying the "modern enterprise system" is 

that once the "owners" of the SOE's are clearly identified and their interest are 

represented through the representatives in the boards of directors, the managers and 

workers' short-term behaviour will be effectively controlled (Jun Ma, 1997). 

Unfortunately, evidence from many corporations experimenting with this system 

suggests that the actual implementation deviates significantly from what was 

expected, and the problem of various short-term behaviours remains. Further more the 

share-holding companies are still in testing stage and the number is small. 
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3.3 Chinese SOE Manager's Roles and Behaviours under the 

Influence of Chinese Culture, Mao and Modern Ideologies 

3.3.1 Leadership 

Leadership of Chinese SOE's is basically composed with three parties: director 

(manager), party secretary and chairman of trade union. The roles of the three parties 

have undergone changes in accordance with the history of Chinese industrial 

restructuring towards state-owned enterprise since People's Republic of China was 

founded in 1949. The shift of leadership in Chinese SOE's is mainly between the 

managers and the party secretaries. "The main shifts in enterprise leadership have 

been between the primacy of management and the party, reflecting shifts between 

economic and political criteria" (John Child, 1994). There were two major leadership 

systems shifts in Chinese SOE's. One was "One-Man Management System", the other 

was "The Director Responsibility System". 

3.3.1.1 One-Man Management System 

The First Five-Year Plan started in 1953 and priority was given to the development of 

heavy industry with Soviet assistance. The Soviet model of enterprise leadership, the 

so-called 'one-man management system', was introduced into larger factories in the 

heavy industries, predominantly in North-East China, and adopted as the official 

national norm. Under this system, the director was given unified authority over all 

activities within the factory, and took overall responsibility for fulfilling state plans 

and for factory production, finance and administration. The formal role of the 
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enterprise party committee was confined to 'guaranteeing and supervising' that the 

factory's operation and administration conformed to political policies. The party had 

responsibility for political and ideological matters, and for providing leadership over 

the trade union and youth league. Trade Union increasingly concentrated on enforcing 

labor discipline and regulations and on organising campaigns to increase productivity 

(Hearn, 1977). ACFTU (All-China Federation of Trade Unions) functioned mainly as 

an umbrella organisation. Lockett (1983) has outlined the key relationship under this 

system as in figure 3.1 

One-Man Management Leadership in the enterprise 

State CPC ACFTU 

I I 
Factory +  Party 
director committee 

Management Trade Union 

I committee 

Operation Workers 

Figure3.LKey: -0 indicates an authority link, in the sense of hierarchical authority, election 

etc ; 4-+ indicates reciprocal link of authourity or influence; 4- indicates similar links but of 

a week or unclear kind; CPC = Communist Party of China; ACFTU = All-China Federation of Trade 

Unions. Source: adapted from Lockett 1983: figure 28.1; 

3.3.1.2 The director responsibility system (DRS) 
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The policy document on 'China's Economic Structure Reform' adopted by the Party 

Central Committee in October 1984 called for 'a system of the director or manager 

assuming full responsibility' over enterprises (CPC 1984:25). Under the DRS, the 

party committee no longer served as the leading organ of the enterprise. Instead, the 

director assumed a position of unified leadership, command and overall responsibility 

for the internal and external operations of the enterprise. The major responsibility 

allocated to the party committee and party secretary under the DRS was the exercise 

of political and ideological leadership. The following figure3.2 reflects the 

relationships of DRS leadership. 

Leadership of the director responsibility system in the enterprise 

State CPC ACFTU 

I 
Enterprise 

+ 
 
I 

Party 
director committee 

N 

Trade Union 
committee 

Management 

Workers 

,- Congress 

+ 

Operation Workers - 

Figure 3.2 Key relationships under the "director responsibility system'. Key: as for figure 3.1. 

3.3.2 Personal Integrity 

Personal characteristics influence managerial effectiveness in complex ways. They 

interact with one another and the situation to produce outcomes which lead to varying 
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degrees of managerial effectiveness (J. Clifton Williams, 1978). China is a country 

which is deeply influenced by Confucius which stresses scholarship, hard work, thrift, 

and perseverance. Confucius teachings shape Chinese manager's basic personal 

integrity though communism and Mao ideologies have to a great extent exerted 

impact on manager' personal integrity. Further more, western thinkings and values are 

playing increasingly a large role in influencing people and managers' attitudes 

towards life and work. Currently the personal integrity of Chinese managers is 

diversified. The number of managers who have been well- educated is increasing. 

Managers who are deeply influenced by single traditional culture or Mao ideology are 

giving ways to the newly growing young and ambitious professionals. 

In most companies managers who tell the truth, operate within the law, and have a 

genuine sense of concern for the well-being of others are more likely to be effective 

and successful than are those whose word must be questioned, who are prone to 

behave unethically, and who are concerned only with self-gain (J. Clifton 

Williams,1978). In recent years quite a number of Chinese managers have been 

charged for taking and giving bribes and a host of other behaviours which suggest a 

generalised character flaw. To function effectively ,companies require a high degree 

of predictability. Managers must be able to be trusted and relate to employees and the 

society in ways that create trust and respect. Chinese SOE managers have long way to 

go to be satisfied in maturing and improving their personal integrity. 

3.3.3 Decision-Making 

In China, the most basic principle of personnel matters is that "the party supervises all 

cadre" (Carol Lee Hamrin and Suisheng Zhao,1995). Managers are the party 
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representative in enterprises rather than company leaders, they are called enterprise 

cadres and under the supervision of the superior bureaux. "As SOE's are subordinate 

organs of governmental institutions, managers naturally become government officials 

since they are governmental appointees" (Chen Ming,1995). In 1987, as a further step 

for decentralising the enterprise management system, the Contract Responsibility 

System was adopted by most of the SOE's. Under this system each manager signed a 

contract with its supervisory agency (typically the industrial bureau), promising the 

remittance of certain taxes and profits, but retaining most of the decision-making 

rights in the firm's daily operation. This system granted the managers, at least 

nominally, greater management autonomy. Nonetheless, reforms in state enterprise 

are still partial, and shareholding system is restricted to some enterprises. Many 

managers continue to face various administrative restrictions. Externally the local 

governments still exert influence on the managers on the major enterprise issues, 

internally the managers have to consult with the party committee and union chairman 

before any important decision is made. Usually meetings are regularly held to discuss 

important issues. For example, SOE managers have some flexibility in distributing 

bonuses based on workers' performances. But such big issue as wage rise must be 

discussed at the company meeting which is presented by the management, the party 

committee members and union chairman or representatives. Now with the reform 

going further on, the party, however, has declined in overall importance in the 

workplace. Managers' roles have changed as they now become to a greater extent the 

representatives of the interests of their employees (Walder, 1991, p  474). 

3.3.4 Communication 
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Communications between managers and superiors or inferiors in Chinese SOE's can 

be reflected from four dimensions of Hofstede's research results. 

In a study of 60 countries over 160000 managers and employees from American 

multinational corporations, Hofstede found that the national culture explained 

differences in work-related values and attitudes than did position within the 

organisation. Hofstede found that managers and employees vary on four primary 

dimensions: 

. Power distance: Inequality of power in organisations is usually formalised 

in hierarchical super-subordinate relationship. 

Uncertainty avoidance: Reflects a society's tolerance for situation of 

uncertainty and ambiguity and the extent to which it tries to manage these 

situations by proving explicit and formal rules and regulations. 

. Individualism versus collectivism: This describe the relationship between 

the individual and the group or society at large and reflects the degree to 

which people learn to act as individuals rather than as members of 

cohesive groups. 

Masculinity versus femininity: This refers to the extent that dominant 

values in a society emphasise masculine social values like a work ethic 

expressed in terms of money, achievement and recognition as opposed to 

feminine social values, which show more concern for people and quality of 

life. 
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From 1967 to 1973 IBM conducted a world-wide research and shows that America 

can be characterised by low uncertainty avoidance, high masculinity, individualism, 

and low power distance in relation to the work force. In contrast, China is 

characterised by high uncertainty avoidance, medium masculinity, collectivism and 

high power distance (Hofstede,1980). 

Power distance determines the ways and styles of communication in business 

organisations. Hofstede rated China to be high in power distance, the form of 

communications in Chinese SOE's is hierarchical and vertical. Chinese society is 

characterised by high power distance and strong uncertainty avoidance. Reliance on 

superiors has also been seen as characteristic of high power distance and high 

Confucian dynamism work cultures ( Hofstede & Bond 1988). As most SOE 

managers are both party members and enterprise leaders, they are under the direct 

leadership of superior administrative departments and party committee which come 

down from central to local levels. Managers' communication with these superiors are 

formal, the most frequently used ways are official informative documents and various 

levels of meeting in which the important issues regarding the personnel arrangement 

or enterprise productions are discussed or decided. In the communication with 

inferiors, the similar ways are utilised. Wang (1989) nonetheless reports that PRC 

managers respond positively when asked if they value subordinate participation. 

Regular or irregular meetings are held to discuss the key issues concerning employees 

and enterprise with both management and employees participating. Sometimes some 

informal ways of communications are practiced. For example private talks are the 

widely applied ways of communication between managers and superiors and 
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subordinates when some important decisions regarding the parties involved are going 

to be made. In China, the same force that push towards reliance on rules and 

procedures or central control by managers with greater authority push away from 

reliance on subordinates and self. Power distance and vertical collectivism focus 

attention on information coming from above relative to that coming from below. "All 

managers operate within a web of relationships; though these are particularly complex 

in the structure of Chinese industry because managers there have to negotiate the 

combined arena of bureaucracy, market, polity and community" (John Child, 1994). 

3.3.5 Motivational Patterns 

Huo and Steers (1993) said that the following factors affect degrees of motivation: 

. Culture 

. Historical events 

. Economic and political structures 

Geographic location 

Language 

Chinese traditional culture Confucius places importance on becoming a bureaucrat in 

society. In Chinese eyes, bureaucrat is connected with power, wealth, dignity (face) 

and prosperity of the family. To be a manager in a company is like to become a 

bureaucrat in government department. To pursue power is the inner driving force of 

company staff. Nevis (1983) describes the needs of the workforce in the People's 

Republic of China as 4 levels: 

Level 4 the highest - needs for self-actualisation in the service of society 
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Level 3 safety and security needs 

Level 2 physiological needs 

Level 1 social needs 

Chinese managers' motivation can be transformed to level 4 - seif-actualisation when 

the first three levels were satisfied. 

But as contemporary China has undergone a series of social and economic changes, 

historical events has played a significant role in manager's motivation. In 1950s the 

Great Leap Forward and the Culture Revolution in 1960s and 1970s,   the large scale 

political movements exerted great influences on Chinese people. Managers and 

employees' motivation enthusiasm was aroused and directed by these various political 

movements. The Mao and his supporters called for people to maintain high spirit in 

their work. 

In 1978, Chinese government initiated the open reform policy, the motivation patterns 

in Chinese society has undergone some adjustments since then. Tung (1991) argues 

that Chinese industrial enterprises continue to motivate their employees by a system 

of rule enforcement, external rewards and internalised motivation. With China fast 

moving to the road of modemisation since 1990s, Chinese society is also facing the 

challenge of western values, though they demonstrate limits in influencing Chinese 

society. Peter Blunt and Merrick L Jones (1997) conclude that the current Western 

notions are not widely applicable in Africa and East Asia. The major reasons for this 
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have to do with significant differences in values concerning authority, group loyalties 

and interpersonal harmony. 

In a country with relatively low living standard like China, material rewards play an 

important role in motivating managers and employees. Different from Mao's time, 

when Mao and his supporters utilised the ideological rewards to encourage workforce. 

Mao thought that relying on ideological rewards would create better results than using 

material ones. Significant changes have taken place in the area of motivation since 

Mao's death. The Party leadership placed the emphasis on the expansion of the 

material base. Deng Xiaoping and his supporters reformed the wage policy. The 

principle of the reform is "to each according to his work". A key element in the 

enterprise reforms is aimed at ending the practice of the 'iron rice bowl and 'everyone 

eating out of one big pot', namely the job-protection policy where dismissals were 

quite rare (Granick, 1990). Additionally bonus system was introduced. To stress fair 

play, bonus have now been rotated around different groups of workers each month 

(Walder, 1989). It is claimed that differentials were greater than in the past, but were 

much less than in Western firms (Child,1990). 

The new incentives of manager motivation not only rest on material rewarding, but 

also on the power expansion towards managers. Before 1979, China's SOE's were 

typical production units in a central planning economy. Under this system, SOE's 

managers had extremely limited autonomy in the enterprise operation affairs. The 

inefficiency associated with this highly centralised decision-making system and 

managers' lack of incentives to perform good duties seriously dampened the growth 
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potential and technological progress of the Chinese industry. Since 1979, reform was 

launched in China in some industries. SOE's' managers began to enjoy more 

autonomy in decision related to production, pricing, materials purchasing and 

employment. In 1990s SOE managers' roles are strengthened further and are 

gradually being separated from the rank of party. 

But Chinese SOE's still face difficulty in fully motivating their managers. Many 

observer believe that by compensating the managers according to their performance, 

the company's value is internalised into the managers' objective function. In China, 

performance-based compensation schemes for corporation managers is almost 

nonexistent. Chinese SOE managers find themselves hard to be motivated fully. It is a 

tradition in the Chinese SOE's that managers' pay should not exceed the worker's 

average by a big margin. Under the Contract Responsibility System, it is a commonly 

accepted rule that a top manager's compensation should not exceed three times 

worker's average wage. The actual salary income of the managers is much lower than 

this limit. The egalitarian spirit of the socialist tradition makes any drastically increase 

in manager's compensation difficult to be accepted (Jun Ma,1997). 

3.3.6 Performance Appraisal 

David Schwartz (1980) suggests five methods for evaluating managers: l.Results 

evaluation; 2. Trait evaluation; 3 .Behavior evaluation; 4.Function performance 

evaluation; 5.Informal evaluation (see chapter two, 2.5). 
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In Chinese SOE's, the most widely-practiced model of manager performance 

appraisal is trait evaluation. China is profoundly influenced by traditional culture. 

Chinese traditional culture emphasises people's virtues. Confucius proposed that good 

and capable people should be appointed to official posts. and he emphasised the 

importance of benevolence and regarded it as the highest ideal of morality (Bai 

1982:110-111). Mencius, who lived about 100 years after Confucius, gave further 

idealistic content to the ideas of the latter. The basis for Mencius' theory of a 

government by benevolence was that man was born with goodness. Man possessed 

the inherent qualities of benevolence, righteousness, propriety, and wisdom, which 

some people were able to preserve, others not (Bai 1982: 110-116). Under 

Confucianism, governance by ethics (li zhi) is preferred over governance by law (fa 

zhi). If a manager behaves with a manner which is against the social value or morality, 

he will not be considered to be acceptable. 

On the other hand, harmony and social order are also emphasised by Confucius. To 

have a good relation (guanxi) with people in an organisation is a key to run the 

organisation. "Guanxi refers to the establishment of a connection between two 

independent individuals to enable a bilateral flow of personal or social transactions" 

(Yeung & Tung, 1996: p55). As Chinese society is high in power distance, emphasis 

on personal power promotes the practice of guanxi. In Chinese SOE's, the manager's 

performance evaluation is largely based on his relation with his superiors or superior 

departments. To have a sound relation with them, the performance evaluation towards 

the manager is positive. Superior's personal liking is decisive in manager's 

performance evaluation. For example when a manager is unqualified and runs the 
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company at a loss, he still can retain his position, if he has a good relation (guanxi) 

with his superiors. In contrast, Western society relies primarily on institutional law 

and regulation to ensure the process of manager performance evaluation to be 

objective and fair, at least in a smooth and orderly progress manner. 

Of course, other models of manager evaluation are also practiced in China. Behaviour 

and function evaluation are also practiced in SOE' s and the result evaluation is mainly 

practiced in non-SOE's, especially in township or village enterprises. 

3.3.7 Personal Practical Experience 

I have worked as an administration assistant for Xi'an Xianyang International Airport 

from 1992 to 1996. The airport is one of the national key projects of China's seventh 

five-year plan. It was designed to meet the fast increasing local economy especially 

the tourism industry of Xi'an - the most ancient city of China. In addition, the central 

government hopes the airport can boost the contact and exchange between North and 

West China and the Central and Southeast Asia in the coming century. The current 

turnover of passengers of the airport is around three million and more than twenty 

international and domestic airlines fly over 300 flights a week to this airport, it is one 

of the most modern and busiest airport in the country. 

Leadership 

Because of its strategic importance and size the airport is classified as the first-

category SOE of China and it enjoys the direct leadership of CAAC (Civil Aviation 

Administration of China), which was detached from the Air-Force of CPLA (Chinese 
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People's Liberation Army) and was ranked as a ministry status in 1978. The 

leadership of the airport is composed with General Manager, Party Committee 

Secretary and Chairman of Trade Union. Their positions are recommended by CAAC 

Northwest Branch and confirmed by CAAC. General manager is responsible for the 

overall development of the airport in terms of administration and production. Party 

secretary is to exercise political and ideological leadership to the cadres and 

employees. Chairman of Trade Union is mainly responsible for the welfare and skill 

and technique improvement of the employees. The leadership is a typically DRS 

model. 

Decision-Making 

In the decision-making process of the airport management, usually a meeting is 

arranged to discuss important issues over personnel arrangement, production and 

administration. General manager always consult with party secretary before a decision 

is made, even though general manager has the final say in some issues. Managers of 

inferior sections of the airport follow the similar ways in the process of decision-

making, however suggestions and opinions of ordinary employees have some 

influence in these comparably low levels of decision-making process. 

Communication 

Managers of the airport operate within a web of relationships, managers have to 

negotiate the combined arena of bureaucracy, market, workforce and community. The 

upward relation of the enterprise to its controlling bureaux is particularly important, 

since their power is granted by the bureaux. Usually formal and informal channels are 
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adopted to communicate between the management and its superior bureaucracy like 

CAAC or CAAC Northwest Branch. The formal ways can be conducted by various 

meetings, inspections or operation report to the superiors and so on. On the other 

hand, informal ways out of private relationships which have been built from 

schooling, birth geography or blood relation also play important roles in 

communication. Informal ways of communication can be undertaken by means of 

private talks, invitation to dinners at home or restaurant. Informal ways of 

communication are more easily and broadly practiced by managers, since they are 

more closely with Chinese culture. 

Motivational Patterns 

Tung (1991) argues that Chinese enterprises motivate their employees by ways of rule 

enforcement, external rewards and internalised motivation. The motivation to the 

managers of the airport is mainly by rule enforcement, though external reward like 

material reward is emphasised as well in recent years. Managers and mass employees 

are regularly educated with lots of political and ideological work by the superior 

departments or bureaux by means of various political and ideological meetings or 

study materials. With people's value towards society getting changing, material 

rewards has come to an important position. Management of the airport has realised the 

importance of the material reward for the workers, thus various material rewards 

including the increase of wages and bonus, promotions and other material rewarding 

are exercised to arouse worker's enthusiasm for their jobs and technical innovation. 

Performance Appraisal 
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Performance evaluation pattern of the airport is mainly a trait evaluation which focus 

on people's personal characteristics. Usually managers who behave with a moral and 

ethical manner are accepted by people, especially those who work hard and 

uncorrupted. However in recent years the evaluation criteria are gradually shifting 

from emphasis solely on personal characteristics to both personal capabilities and 

personal traits, this change is attributed to the result of government's emphasis on the 

profitability of the enterprises. Further more, the working staff also hope that the 

managers are good at managing the enterprise and have the enterprise produce good 

operation result, which is closely related with workers' personal interest such as job 

security, increase of income, opportunities of promotion and so on. Additionally, 

connection ( Guanxi) also plays a significant role in manager performance evaluation. 

It is not surprising that managers always have good relation with their superiors, that's 

why the unqualified managers can keep their positions even though they haven't 

managed the enterprise properly. 
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Conclusion 

Study of the roles and behaviours of Chinese State-Owned Enterprise managers is 

important for those who are interested in Chinese economic operation environment 

and enterprise management, and it is also helpful for Chinese SOE's managers to be 

aware of their own advantages and disadvantages in SOE management in current 

Chinese cultural context. On the other hand, as Chinese political, economic and social 

system are different from those of Western's, cultural gap exists between the country 

and the West, some western theories about management can not explain the current 

Chinese SOE's operation characteristics or fully be applied to Chinese SOE managers. 

However with China furthering its open reform policy, the influence of western 

thinking and business management practices is growing. Some Chinese SOE's are 

absorbing Western ideas and practices which are suitable to Chinese circumstance in 

order to be able to better compete in global market. 

In summarising the roles and behaviours of Chinese SOE manager, it is clear that, in 

terms of personal integrity, leadership, decision making, communication, motivation 

and performance appraisal, Chinese SOE managers demonstrate obvious and strong 

cultural tracts: 

. Personal Integrity: In Chinese cultural context, Chinese SOE managers' personal 

integrity is valued on whether they behave in a moral or ethical manner, however 

in recent years capabilities is being more emphasised by SOE's. 
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Leadership: Chinese SOE management is composed with three parties: manager 

(director), party secretary and chairman of trade union. Manager's role in SOE 

leadership has being varied with the changes of Chinese political and economic 

situations. Currently the power of the management is centred on managers who 

are responsible for the overall running of the enterprise in terms of operation, 

administration, production, key personnel arrangement, strategies of the enterprise 

development and so on. Party secretary is responsible for the political and 

ideological work of the enterprise. Chairman of Union mainly is responsible for 

workers' welfare affairs, further education and skill improvement. 

Decision-Making: Managers always consult or discuss with party secretary and 

Chairman of trade union over some important issues and collect the opinions of 

the representatives of employees. Usually a group decision is made in Chinese 

SOE's, though managers have the final power over the management of the 

enterprise. 

. Communication: Formal and informal ways of communications are practiced in 

communication between SOE managers and superiors and subordinates. Meetings, 

documents exchanges, private talks are the main ways of communication in 

Chinese SOE's. 

. Motivation: Political and ideological work were ever the "secret weapons" of 

Chinese enterprise motivation. The current motivations to Chinese managers is the 

combination of ideological work and material reward, and the importance of the 

latter is more obvious now. 
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. Performance Appraisal: Virtues and "Guan" hold extreme importance in 

manager performance appraisal in Chinese SOE's. Connection (Guanxi) functions 

effectively in Chinese SOE's, and it is widely practiced by managers in Chinese 

SOE's. 

In the light of the above discussion, some recommendations to Chinese SOE's are 

ruled out: 

Firstly, in the leadership of SOE's, job descriptions to managers should be more 

definite, and managers' power should be strengthened, but the use of these power 

by managers should be under effective supervision. 

The role of party committee in enterprise should be strictly refined to that of 

political and ideological work of the employees. 

Trade union could participate more actively in decision making process in the 

enterprise. 

Management could arrange more channels for staff of the enterprise to air their 

opinions or suggestions. Open-minded leadership is more effective and successful 

than a autocratic leadership, if a long-term cooperative relationship is aimed to be 

built between the management and the employees. 

In terms of motivation, managers should be trained to be more internally pressed 

like being self-responsible, self-respected and seif-actualised instead of only 

being externally pressed like being material rewarded, rank promoted or so. 

An objective and fair performance evaluation system should be established within 

the enterprise. The "Guanxi" should be replaced by performance in the evaluation 

process. 
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7. A managerial labour's market should be established. The market can be a threat to 

managers who perform in the interests other than that of the stockholders. If a 

manager misbehave and consequently the firm's financial performance declines, 

the board can replace the manager with a better performing one from the 

managerial labour's market. The threat from the managerial labour's market will 

force the incumbent managers to work hard for the owner's interests. 
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