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What happens to the traditional work practices of Japanese firms
when they are taken over by European and American firms? How do
the employees react? What lessons can be learned from examples of
successful and unsuccessful acquisitions?

Ten years ago, such questions would never have been asked, simply
because the incidence of takeovers of Japanese firms by foreign
companies was virtually non-existent. However, in the past decade, a
number of major Japanese companies have come under the control of
foreign firms. Conflict and Change focuses on five Japanese companies
acquired by foreign firms in the last ten years (including Nissan, Chugai
Pharmaceutical and Shinsei Bank) to show how takeovers by foreign
companies have changed HR and organisational practices traditionally
associated with Japanese firms. This provides invaluable information
for researchers and managers about the choices and challenges
associated with the cross-border acquisitions of firms that are embedded
in “institutionally distant” frameworks.

GEORGE OLCOTT is Senior Fellow at the Judge Business School,
University of Cambridge. Before this he held a number of senior
management roles in Japan with SG Warburg. During this time, he
became involved in the takeover of a wholly Japanese firm, experiencing
at first hand the impact of introducing significant organisational
change.

© in this web service Cambridge University Press www.cambridge.org



http://www.cambridge.org/9780521878708
http://www.cambridge.org
http://www.cambridge.org

Cambridge University Press

978-0-521-87870-8 - Conflict and Change: Foreign Ownership and the Japanese Firm
George Olcott

Frontmatter

More information

Conflict and Change:
Foreign Ownership
and the Japanese
Firm

GEORGE OLCOTT

2 H CAMBRIDGE
;1; UNIVERSITY PRESS

© in this web service Cambridge University Press www.cambridge.org



http://www.cambridge.org/9780521878708
http://www.cambridge.org
http://www.cambridge.org

Cambridge University Press

978-0-521-87870-8 - Conflict and Change: Foreign Ownership and the Japanese Firm
George Olcott

Frontmatter

More information

CAMBRIDGE UNIVERSITY PRESS
Cambridge, New York, Melbourne, Madrid, Cape Town, Singapore,
Sao Paulo, Delhi, Dubai, Tokyo

Cambridge University Press
The Edinburgh Building, Cambridge CB2 8RU, UK

Published in the United States of America by Cambridge University Press, New York

www.cambridge.org
Information on this title: www.cambridge.org/9780521878708

© George Olcott 2009

This publication is in copyright. Subject to statutory exception
and to the provisions of relevant collective licensing agreements,
no reproduction of any part may take place without

the written permission of Cambridge University Press.

First published 2009
Printed in the United Kingdom at the University Press, Cambridge
A catalogue record for this publication is available from the British Library

Library of Congress Cataloguing in Publication data

Olcott, George, 1955-
Conflict and change : foreign ownership and the Japanese firm / George Olcott.

p. cm.

ISBN 978-0-521-87870-8 (hbk.)
1. Corporations, foreign—Japan. 2. International business
enterprises—Japan—Cross-cultural studies. 3. Corporate
culture-Japan. 4. Industrial management-Japan—Cross-cultural
studies. 5. Organizational change-Japan. I. Title.
HD2907.048 2009
338.8730952-dc22 2009033921

ISBN 978-0-521-87870-8 Hardback

Cambridge University Press has no responsibility for the persistence or
accuracy of URLs for external or third-party internet websites referred to
in this publication, and does not guarantee that any content on such
websites is, or will remain, accurate or appropriate.

© in this web service Cambridge University Press www.cambridge.org



http://www.cambridge.org/9780521878708
http://www.cambridge.org
http://www.cambridge.org

CAMBRIDGE

Cambridge University Press

978-0-521-87870-8 - Conflict and Change: Foreign Ownership and the Japanese Firm
George Olcott

Frontmatter

More information

For Caroline

© in this web service Cambridge University Press www.cambridge.org



http://www.cambridge.org/9780521878708
http://www.cambridge.org
http://www.cambridge.org

Cambridge University Press
978-0-521-87870-8 - Conflict and Change: Foreign Ownership and the Japanese Firm
George Olcott

Frontmatter
More information
Contents

List of figures page viii
List of tables ix
Acknowledgements X
Introduction 1
1  Japanese institutions: are they different? 18
2 The study: overview and methodology 67
3 Entering the firm: recruitment and training 97
4  Lifetime employment and career patterns 114
5 Reward systems 139
6  Female employees 180
7  Organisation and decision-making process 192
8  Discussion and conclusion 217
Index 267

vii

© in this web service Cambridge University Press www.cambridge.org



http://www.cambridge.org/9780521878708
http://www.cambridge.org
http://www.cambridge.org

Cambridge University Press
978-0-521-87870-8 - Conflict and Change: Foreign Ownership and the Japanese Firm
George Olcott

Frontmatter
More information
Figures

0.1 Trend of M&A transactions: Japan 1985-2007 page 6
1.1 Shareholder vs stakeholder orientation 30
1.2 Dividends vs layoffs 31
1.3 Share ownership of TSE by market value 37
4.1 Tenure at large Japanese companies 116
5.1 Seniority effect on wages 1999 vs 2007 140
5.2 Changes in payment programme: J-Manufacturing Co 158
7.1 Importance of stakeholder support for Japanese CEOs 193

viii

© in this web service Cambridge University Press www.cambridge.org



http://www.cambridge.org/9780521878708
http://www.cambridge.org
http://www.cambridge.org

Cambridge University Press
978-0-521-87870-8 - Conflict and Change: Foreign Ownership and the Japanese Firm

George Olcott

Frontmatter
More information
Tables

1.1 Empirical predictors of deinstitutionalisation page 42
1.2 Value contrasts in mergers and acquisitions 49
1.3 Merger speed: Japan/US comparison 53
2.1 Fieldwork interviews 83
2.2 Case company employees’ shareholder orientation 93
2.3 Employee interviews: overall impressions of

change: quantitative data 94
3.1 Comparator and case mid-career hires 102
3.2 Change in recruitment 108
3.3 Change in training 111
4.1 Change in lifetime employment 126
4.2 Change in job rotation 133
5.1 Comparator and case salary differentials (1) 153
5.2 Comparator promotion speed 154
5.3 Comparator and case salary differentials (2) 158
5.4 Change in importance of seniority 165
5.5 Distribution of evaluation grades: comparator vs

case companies 167
5.6 Change in career success factors 175
6.1 Female executives: comparator vs case companies 185
6.2 Change in opportunities for female employees 187
7.1 Change in board size: comparator vs case 202
7.2 Comparator and case hierarchy 205
7.3 Change in the decision-making process 207
7.4 Comparator HR department 212
7.5 Change in role of HR department 214
8.1 Empirical predictors of deinstitutionalisation

at case companies 226
8.2 Frequency of CEO mentions 242

ix

© in this web service Cambridge University Press

www.cambridge.org



http://www.cambridge.org/9780521878708
http://www.cambridge.org
http://www.cambridge.org

Cambridge University Press

978-0-521-87870-8 - Conflict and Change: Foreign Ownership and the Japanese Firm
George Olcott

Frontmatter

More information

Acknowledgements

This study involved a large number of interviews at nine Japanese com-
panies, five that had been taken over by foreign firms and, for compara-
tive purposes, four that had not. This meant that I was very reliant on
the assistance of a large number of people, those who helped to coord-
inate and set up the interviewees, as well as the interviewees them-
selves. Without the help of these people, this book would never have
been completed. In particular, at Nissan, Thierry Moulonguet (who is
now back at Renault), at Chugai Pharmaceutical, Osamu Nagayama
and, at Shinsei Bank, Masamoto Yashiro, Koiichiro Nakaya and Tom
Pedersen were all instrumental in assisting me to set up interviews.
At two case companies whose identities are not revealed and at four
Japanese firms, there were people who I would like to acknowledge
but am unable to. In all cases, they extended to me every possible
courtesy and helped me enormously with my fieldwork. I hope that in
some small way I will one day be able to repay the debt I owe them. I
would like to thank the Ministry of Finance’s Policy Research Institute
for hosting me as a Visiting Scholar in the spring of 2004. In addition
to those who provided me with direct help, there were a number of
people whose support “behind the scenes” was particularly valuable.
In particular I would like to single out Messrs Yoshiyuki Kasai and
Aki Katagiri, who were, and remain, a never-ending source of inspir-
ation and moral support. I would like to thank them for their interest
in my project, their constant encouragement and their friendship. The
original inspiration for this book was provided by my spell at what
used to be LTCB Investment Management (a subsidiary of the Long
Term Credit Bank of Japan), which was taken over by UBS in 1998.
The alliance between LTCB and UBS ultimately failed due to the col-
lapse of LTCB but was in my view a genuine attempt by a Japanese
bank to find a new way of globalising its operations. There were many
people from whom I learned a great deal during that period, such

© in this web service Cambridge University Press www.cambridge.org



http://www.cambridge.org/9780521878708
http://www.cambridge.org
http://www.cambridge.org

Cambridge University Press

978-0-521-87870-8 - Conflict and Change: Foreign Ownership and the Japanese Firm
George Olcott

Frontmatter

More information

Acknowledgements xi

as Katsunobu Onogi, Koji Hirao, the late Takashi Uehara and the
employees of LTCB Investment Management, including Yuji Kage.

At the Judge Business School, I would like to express my sin-
cere thanks to my mentor, Professor Nick Oliver, now head of the
University of Edinburgh Business School. Without his consistent sup-
port and guidance throughout the research process, I would never
have been able to complete this work. His perceptive guidance and
his enthusiasm have been an inspiration. I should also thank John
Roberts who read an early draft and provided helpful comments.
A number of other academics have kindly read the manuscript and
provided helpful and candid advice. In particular, Ron Dore, whose
past work has provided so much of the intellectual framework of the
book, has been extremely generous with his time in offering con-
structive criticism as well as a huge amount of enthusiastic encour-
agement. [ am also indebted to Chris Ahmadjian and Gillian Tett for
kindly agreeing to review the book. The Foundation for Management
Education generously provided a fellowship during the period of writ-
ing this book and I would like to thank in particular Director Mike
Jones for his support and encouragement, as well as John Wybrew
and Bob Lintott.

Finally, I would like to thank my family for their love and support.
My mother kindly put me up on my many visits to Tokyo. My wife
Caroline and my children Flora, George and Ellie put up with long
periods when I was away on fieldwork and were constant in their
enthusiastic support and encouragement.

© in this web service Cambridge University Press www.cambridge.org



http://www.cambridge.org/9780521878708
http://www.cambridge.org
http://www.cambridge.org

