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PREFACE

This is the second report on our Kwun Tong Factory Survey.
The first report, entitled "The Nature of Kwun Tong As An Industrial
Community: An Analysis of Bconomic Organizations', deals with the
Kwun Tong factories in their mutual relations and their relations
as a whole with the rest of Hong Kong. Essentially it is a study
at the macro-level. This second report is devoted to analyses at
the micro-level. More specifically, we shall concentrate on certain
aspects of the factories in Kwun Tong with respect to their manage-

ment and organization.

Our approach in this study is a comparative one. Using Kwun
Tong as our example, we want to compare the management and organization
patterns of various groups of factories. Inasmuch as this is a socio-=
economic study, we propose to use factory size and ownership (Chinese
or non-Chinese) as our basic frame of reference. From the economic
point of view, the size of an economic unit is a pertinent factor to
its behavior and internal structure. Presumably the large factories
are more complex and formally organized, and are more rational in
their behavior. With reference to the local setting, this is only
a first approximation; there is also a sociological aspect of it.
Since Hong Kong is undergoing a rapid procesé of industrialization,
the concomitant transition from a traditional to a modern society
would have its effects on management and organization patterns.
This is most relevant to the Chinese factories, which have been
going through this within such a short span of time. Their com=
parison with the non-Chinese factories, which are essentially direct
transplants from more modern soclieties, will be of great interest

to us.

Like the first one, our data for this second report are
derived from our Kwun Tong Factory Survey conducted in summer 1971,
The details of this survey, the classification of factories by
industrial type and size can be found in the first report. These
we shall not repeat here. Beyond this, however, this report is

self~contained.



The first Section of this report deals with the ownership
of factories. Especially dmportant is the differentiation between
Chinese and non-Chinese ownership which, together with size differ-
entiation, will serve as our basic framework of comparison in latter
sections. The second Section is on entrepreneurship. Here our
special interest is with the Chinese entrepreneurs to see how much
traditional ideas have lingered on in a rapidly developing and
highly competitive world. The pattern of internal organization is
the subject of our discussion in Section ITI. We shall investigate
the departmental, hierachical and functional structure of the
factories and how they vary among different sub=-groups. The process
of decision-making and internal communication is discussed in
Section IV. Comparisons will also be made with regard to various
categories of factories. Section V concentrates on a special facet
of management, namely personnel management. Here we shall include
such problems as recruitment practices, the employment of friends
and relatives and so forth. The last Section is devoted to a
survey of the provision of welfare and benefits for workers in

these factories.



I. FACTORIES AND OWNERSHIP

The development of Kwun Tong is a gradual process. As the
prospects of a viable economic environument continue to improve,
the number of factories there has been increasing at an accelerated
rate. Of the 346 factories in our Survey, only 46 were located in
Kwun Tong for the period prior to 1960. During the span from 1961
to 1967 another 131 factories were established, and another 166
from 1968 onwards. | Only one half of the factories were new at
the time of their establishment in Kwun Tong, whereas the other
half moved in mostly'from other parts of Kowloon. The majority
of these factories (293 in number) are head factories; of those
which are branches, 171 have their head factories in foreign coun-
tries. On the other hand, 36 factories report that they have
branches, mostly with one, in various parts of Kowloon and the
New Territories. In short, most of the factories in Kwun Tong are
one-plant, factories. The following table summarizes the ownership

of these factories in relation to their sizes.

Table 1: Ownership of Kwun Tong Facltories
(in number of factories)

Size (in number " . Ownership
of employees) Local Foreign dJoint | Chinese Non-Chinese
Small
(below 50) 2k 7 1 235 11
Medium
(50 to 199) 55 3 b 5L 7
Large
(200 & above) 18 L 2 17 6
{ Total 314 1k 7 306 2L

Compiled from Kwun Tong Factory Survey data.

! The time of our Survey was summer 1971. Three factories did

not report the year of their establishment.



Concerning ownership, the factories are classified accord-
ing to (1) whether they are local, foreign or joint ventures, and
(2) whether the proprietor (or top-management) is Chinese. ' The
difference is due to the existence of factories owned by non-Chinese
members of the local community. We shall find fhe latter classifi-
cation very useful in comparing the management and organization

patterns of factories under different cultural heritage.

There is little need to point out the high proportions of
small factories under local or Chinese ownership, and to a great
extent these two groups overlap. However, it is worth noting that
there is also no lack of larger-sized factories under these two
categories. If, instead, we use the factory's reported capital

as its size indicator, we get quite similar results.

Table 2: Qwnership of Kwun Tong Factories
(in number of factories)

Size (in capital) Ownership
Local TForeign Joint | Chinese Non-Chinese

Small

(less than, $200,000) 176 0 1 174 3
Medium

($200,000 to

$1, 000, 000) 86 2 1 78 5

Large

(above $1,000,000) 30 6 5 30 9
Total 292 8 7 282 17

L

Compiled from Kwun Tong Factory Survey data.

The grand totals of these two categories are not equal because
of non-reporting.

2
The '"non-Chinese" group are predominantly Buropean or American.




Both Tables 1 & 2 indicate that the number of factories
under local or Chinese ownership decreases when the factory size
increases, whereas it is quite the opposite in the other categories.
A comparison of Table 1 and 2 also shows that the latter group
tends to use more capital. A sum of less than $200,000 may be
sufficient for many a local Chinese to run a small factory and
make a living out ot it; but for a non-Chinese in the local
setting it is just too meagre to do so- It is not worthwhile at
all for a foreign investor. The line of business they are interested
in and suitable to operate is also an important factor. The non-
Chinese group are mostly in Textiles, Apparel, Machinery and Ser-
vices (e.g., garage) -- these are the large-scale industries whi ch
are modern and less geared to local conditions. However, there is
still a considerable number of large factories owned by the local
Chinese. In fact, the largest two factories in our sample, each
with a reported capital of more than $10,000,000, are owned by
them.

With respect to the form of ownership, factories are
classified into four groups, namely, single proprietorship,
family proprietorship, partnership and public joint-stock owner-
ship. It is natural that the first group igs largest in number -
in view of the predominance of small factories, and the last group
the smallest. In between, there are slightly more family pro-
prietorships than partnerships.

Table 3: Factory Size and Form of Ownership
(in number of factories)

Size (in number of employees)
Form Small Medium Large
Single
proprietorship 1h2  (56.8) 7 (10.9) 7 (29.2)
Family
proprietorship 51 (20.4) 36 (56.3) 9 (37.5)
Partnership 56 (22.4) 18 (28.1) 5 (20.8)
Public Joint-stock 1 (0.W) 3 (4.7) 3 (12.5)
Total - 250 (100.0) 64 (100.0) 2L (100.0)

Compiled from Kwun Tong Factory Survey data. Figures in
parentheses are percentages of respective totals.



Table 4: Factory Size and Form of Ownership
(in number of factories)

Size (in value of reported capital)
Form
Small Medium Large
Single
proprietorship {119 (67.2) 20 (2hk.1) 8 (20.5)
Family
proprietorship 19 (10.7) 37 (4k.6) 23 (59.0)
Partnership 39 (22.0) 25 (30.1) 6 (15.4)
Public joint-stock 0 (0) 1 (1.2) 2 (5.1
To tal 177 (100.0) 83 (100,0) 39 (100,0)

Compiled from Kwun Tong Factory Survey dats. Flgures in
parentheses are percentages of respective totals.

In both measures, there is no doubt that size is a very
important factor in detemmining the form of ownership. Single
proprietorship is most prominent among small factories; but it
rapidly gives way to family proprietorship and partnership when
the factory gets larger. When 1t comes to the large factories,
family proprietorship becomes most important,q whereas the per-
centage of public joint-stock companies has also increased signi-~

ficantly.

It is interesting at this point to compare the Chinese and
non—Chinese factories with respect to family proprietorship and
partnershipo2 Of the 282 Chinese~owned factories reporting their
capital value, there are 68 family proprietorships and 69 partner-

ships, whereas there are 11 family proprietorships and only 1 part-

The actual term used in our Survey for "family proprietorship" is
"family joint-stock company'. It is our impression that most res-
pondents are not clear about the legal meaning of a Joint-stock
company. Therefore we just use the term "family proprietorship"
here generally to include businesses owned by families whatever
their legal arrangements might be.

The small number of non-Chinese factories in our Survey prevents
meaningful comparisons in other categories.



nership in 17 factories owned by the nonmChinese‘,/l Since there is
no general presumption that the non-Chinese particularly favors
family proprietorship cver partnership, the answer to this strange
pattern must be found elsewhere. For a non-Chinese in the local
setting, it is not as easy to find a partner as his Chinese counter=
part. If he is sble to find a local Chinese as his partner, it
would be more convenient to leave the general management of the
factory to his partner, with the result that the factory will be
more likely reported as a partnership under Chinese ownership.

It may also be true that if a factory is Jjointly owned by members
of a non-Chinese family, it is distinctly reported as such. But
this is not so clear in the Chinese group. The head of the family
is usually considered as the proprietor of the factory, no matter
whether it is entirely his or in fact jointly owned by the family.
Even in the latter case, he is lesé inclined to let it bhe known,
This means that in the Chinese group there are probably more family
proprietorships than reported if we apply the same definition used
in the non-Chinese group. Thus, the very high percentage of fac-
tories owned by the non-Chinese under family proprietorship might
not be an indication of stronger '"family ties" in such factories
than those owned by the Chinese. Instead, it may well be a result

of necessity.

These figures are from our Survey and are not reported in Table b,

On this W.A. Lewis pointed out succinctly that in societies where
man could not rely on strangers to give faithful service, the
family unit might be the most appropriate unit for large scale
enterprise. See his The Theory of Economic Growth, (George Allen
& Unwin, 1955), p. 115. As we shall see later, this also applies
to the management of many Chinese-owned factories.




II. ENTREPRENEURSHIP

Since the majority of the proprietors of the factories in
Kwun Tong are Chinesé, some general knowledge of their background
is very useful for our analysis. The important factors to be
included are: birth place, native origin, knowledge of the English
language, and educational background in general. These will pro-
vide us with some basic information on this entrepreneurial group
and a basis for comparison among its sub-groups. We shall find
that the educational background of an entrepreneur tends to corre-

late quite well with some other aspects of his factory.

The transformation of Hong Kong from a traditional Chinese
society into a buzzling industrial community has taken only a
couple of decades. This is less than one generation. Many of
the entrepreneurs of modern Hong Kong were brought up under
traditional Chinese social values, which are quite different from
those of a modern industrigl-commercial society. How far have
these accepted values changed along with industrialization?
To what extent have traditional ideas lingered on? How receptive
are these entrepreneurs to the more aggressive idea of modern
enterprise, like "risk-taking" for instance? Is there an adjust-
ment problem? We shall touch ﬁpon these issues by using the Kwun

Tong entrepreneurs as our example.

1. The Chinese Entrepreneurs

In our sample, 312 factories report their proprietors are

Chinese, with their native origins as follows:

Table 5: Native Origin of Chinese Entrepreneurs

Origin Number Origin Number
Canton L7 Shanghai L5
Hakka 12 A1l others 3k
Chiu Chow 57
Other Kwangtung 98 Total 29%

Compiled from Kwun Tong Factory Survey data.



As the majority of the Hong Kong inhabitants are "Cantonese"
-~ people of Kwangtung origin -- it is only natural that they
dominate factory ocwnership. In the non-Kwangtung groups, namely
Shanghai and '"All others", the Shanghal group is entirely out of
proportion because "All others'' actually means the rest of all
China. All these groups are widely represented in various indus-
tries. However, there is also some tendency of certain groups
concentrating in certain industries. If we take those industries
with relatively large samples,1 we find that the Canton group has
proportionately more factories in Garment, Plastice and Fabe.
Metal, the Chiu Chow group also in Garment and Plastics, the
Hakka group in Textiles, the Other Kwangtung group in Wood, and
the Shanghai group in Textiles and Othersu2

Out of 266 replies, only 26 factory owners are reported to
have been born in Hong Kongo3 The rest have all moved to Hong Kong
in one time or another. Using 1949 as the line of demarcation, we
find that approximately half of them came to Hong Kong before and
the other half after. In other words, the overwhelming majority
of the factory entrepreneurs in Kwun Tong are not native~born;

they are either first- or second-generation immigrants.
Their educational backgrounds are as follows:

Table 6: Educational Background of Kwun Tong Factory Owners

Education Number of Factory Owners
Self-educated 15
Primary School 102
Secondary School 104h
Post-gsecondary School 51
Total 272

Compiled from Kwun Tong Factory Survey data. Of the
total, 28 have studied abroad.

20 or more.
All these are inferred from our Survey datae

3 1t should be pointed out here (for non-Chinese readers at least)
that in Chinese tradition '"place of birth'" is different from

"native origin' used above. The latter refers to ancestral origin.
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This means that in general the average Kwun Toung factory
proprietor has a somewhat less than secondary school formal educa-
tion. If we relate the educational background of factory proprietors
and factory sizes, we find that proportionately more larger fac-
tories tend to be owned by the more educated. It could be said
that the more educated are more capable in certain aspects so that
they can fare better in the long run; however, it could also be
argued that the wealthier are in a better position in affording a
higher education as well as in establishing a bigger business.

There is no attempt to establish a cause-and-effect relationship

here, but the evidence of correlation is quite clears

Table 7: Bducational Background of Owners
and Factory Size
(in number of factories)

FPactory Size

Education

' Small Medium Large
Self-educated 15 0 0
Primary School 93 b 1
Secondary School 7k 23 6
Post-secondary School 31 12 8
Total 213 39 15

Compiled from Kwun Tong Factory Survey datas

Since the small factories are mostly under single proprie-
torship,1 proportionately more of the factories under other forms
of ownership are operated by the better-educated. Of the 4 report-
ing public joint-stock factories, > are owned by people having had

a post-secondary school education. A contrast can be made between

' See Table % ghove,
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those who have had a post-secondary school education and the reste.
For the first group, the most popular form of factory ownership is
family proprietorship and single proprietorship takes only the
third place; for the rest, single proprietorship becomes most pre-
valent. It seems then having a wealthier family, being the owner
of a larger factory and better-educated are only three different

facets of the same thing.

Table 8: Bducational Background of Proprietors and Ownership
(in number of factories)

Single Family Partner- Public

Education Proprie~ Proprie- ship Joint-

torship torship stock
Self~educated 10 3 2 0
Primary School 76 10 16 0
Secondary School 48 25 29 1
Post-secondary School 12 21 1h 3

Compiled from Kwun Tong Factory Survey data.

Beyond the formal aspects of education, factory owners
are also asked about their knowledge of the English language.
ALbout 60% of them answer that they have no knowledge at all. !

The majority of the rest claim that they have a fair woxrking
knowledge of the language, which includes speaking, writing,
understanding and reading. As for whether they have ever visited
foreign countries on business or non-business trips, only about
one third claim that they have done soa2 However, this group
seems to be frequent travellers. For more than half of them (58
in number) claim that they have taken foreign trips for three or

more times only in the past three years.

! 177 cases out of 294,

2 90 cases out of 272.
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2. Attitudes towards Enterprise

In order to ascertain the mental attitude of the Kwun Tong
factory owners with respect to their opinion on enterprise, a number
of questions are raised in the guestionnaire. One question is that
in case there are relatives or clansmen of the ownerholding impor-
tant positions in the factory, what are the basic reasons? The
respondents are given 7 answers and asked to give rankings accord-
ing to their importance. These answers are (because the person is):

1. trustworthy,

2. capable,

5« cooperative,

4. business-minded,
5. responsible,

6. experienced,

7« a relative.

Since the overwhelming majority of the respondents are the
owners themselves, thelr spokesmen or managers, we take it that
their answers are direct reflections of the top managements' ideas
on these matters. Of course, it is not an easy task to give a
ranking to these qualities, because most of them are seemingly of
equal importance. It i1s hoped that by forcing such an issue we
can obtain more accurate information. By using the numbers of
answers as welghts and the rankings as scores, we calculate the
mean scores of each answer. The higher the mean score, then, the
lower is the ranking of importance. The following table is
arranged to show the ranking of importance of various qualities,
with the educational background of the factory owners also given

for the sake of comparison.



Table 9: Quality Ranking of Important Personnel

Ranking
Quality Self~ Primary Secondary Post- Over-

educated School School secondary all
trustworthy 1 1 2 2 2
capable 2 1 1 1 1
cooperative 5 Ly b L b
business-minded 7 7 6 5 6
responsible 3 3 3 3 3
experienced b 5 5 6 5
a relative S 6 7 7 7

Calculated from Kwun Tong Factory Survey data. There is a tied
ranking in the "Primary School" column.

Inasmuch as "being a relative" is the least important quality
for all categories, these rankings may well be considered applicable
to all important personnel, relatives or otherwise. Or, just being
a relative is not enough. It seems that the Kwun Tong factory owners
are a pragmatic group; they treasure more the practical qualities,
such as being "trustworthy'", "capable' and "responsible", which
employers normally expect of thelr employees. Even a high ranking
employee must submit more to such time-treasured qualities of a
"good" man than the aggressive quality of being "business~-minded".
Compared to these basic values, being "cooperative' and "experienced"
are of secondary importance. For groups of various educational
backgrounds, their ranking patterns are very similar. We need only
to point out that experience is considered less and business-minded-
ness more important as the owner gets more educated. It is under-
standable that the self-educated consider experience a more valusble
asset as they are all small factory ownerso1 However, it is not so
easy to ascertain how really important is the business-mindedness
of an employee to a highly educated factory owner. Perhaps his
education does have an important bearing on his decision in hiring
a man. It is also possible that it only reflects his mental valuation

in answering our questionnaire.

See Table 7 above.
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We also ask the respondents to give a ranking on the
important qualities of a successful businessman or industrialist.
Here the judgement is on a man of his own position and not a sub-
ordinate. These qualities are (to be successful he must be):

1. open-minded,

2. hard-working,

3. profit-minded,

k. able to organize and manage,
5. receptive to new knowledge,
6. responsible and honest,

7. mnot self-seeking,

8. setting good example, and

9. risk-taking and venturing.

Here again we'find that the basic qualities, such as hard-
working, organizing and managing, profit-mindedness and honesty are
treasured most. These are all practical aspects of running a bus-
iness. The other more "vague'" but very useful qualities for modern
business, such as open-mindedness and receptiveness to new knowledge,
are all considered to be of only secondary importance. At the very
bottom of the list is risk-taking, the most aggressive quality.

The general idea, then, is that a successful businessman or indus-
trialist must be a practical, no-nonsense and rather conservative

mane.

The rankings of these qualities for variously educated
groups are more oOr less the same. There is no pattern showing
the owners' level of education varies with the importance of any
particular quality. It is interesting to point out that for all
groups "hard-working'" is considered most important, whereas "risk-

taking and venturing" is invariably least valued.

1 In the following table, rankings are derived in the same way as

in Table 9 gbove.
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Table 10: Quality Ranking of A Successful Entrepreneur
Ranking
Quality Self- Primary Secondary Post- Over-
educated School School secondary all
hard-working 1 1 1 1 1
responsible 3 2 L b L
profit-minded L L 3 2 3
organizing 2 2 2 3 2
not self-seecking 6 8 8 8 8
open-minded 6 5 5 6 6
new knowledge 5 5 6 5 5
good example 8 7 7 7 7
risk-taking 9 9 9 9 9

Calculated
are several

Furthe

with a couple

from Kwun Tong Factory Survey data. Note that there
tied rankings.

rmore, the respondents are asked whether they agree

of statements. One is that "Since Hong Kong is a

commercial-industrial society, a person who has wealth also has

social status

Table

and power'. The verdict is quite lop-sided.

11: Opinion on Wealth, Social Status & Power
Opinion No. of Answers

Strongly agree 50

Agree 174

No opinion Le

Disagree 70

Strongly disagree 1

Compiled from Kwun Tong Factory Survey
datas
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This pattern is true regardless of whether the owner is
Chinese or non-Chinese, and regardless of hig educational background
in the case that he is Chinese. Perhaps this is only a statement
of reality, and we should get these answers. For another statement
that "The traditional Chinese idea of profit-slighting and compla-
cent with being poor is incompatible with an industrial society',
we get divided opinions. The answers of the respondents for

Chinese-owned factories are summarized below.

Table 12: Opinion on Profit-slighting & Complacency
(in number of answers)

Education
Opinion Self- Primary Secondary Post- Over-

educated School School secondary all
strongly agree 0 5 6 2 13
agree 7 L3 37 12 99
no opinion by 22 19 10 55
disagree L 27 Lo 21 92
strongly disagree 0 L 2 b 10

Compiled from Kwun Tong Factory Survey data.,

The overall picture shows no indication of preference in one
way or the other. But for individual groups, the better educated
tend to disagree more with the statement. This is a very interesting
phenomenon , for generally these are also those who do well in an
aggressive and profit-oriented community. Looking at it from another
angle, this seemingly double standard stems from and is quite usual
in a period of rapid social transition. Practice is necessitated by
environmental change and adjustment must be immediate if survival is
involved, whereas the adjustment of basic ideas may take a longer
while. The better educated g person in a system built upon traditional
ideas, the more likely is he bermeated by the cultural heritage of
Confucianism which looks down upon profit-seeking. These values may
fade away temporarily in their bugy hours of profit-making, but they
will come back to the foreground when confronted with a question on
basic attitudes. In fact, the more one becomes successful in bus-
iness, the more he can afford letting these deeply implanted values
surface. There is nothing incompatible about doing and thinking about

different things at different times.
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3. Concluding remarks

Our survey shows that the group of entrepreneurs are
mostly first- or second-generation immigrants. They have worked
hard through economic channels in order to survive and establish
prominance in this new environmento1 They are practical and
rather conservative., In their assessment on thelr employees as
well as self-assessment, they are quite puritanical in that they
treasure hard-work and other basic qualities of a "good'" man.

It seems that they still have certain reservations on the more
aggressive qualities of enterprise which are prevalent in modern

commercial and industrial societiess.

There is no doubt that the impact of industrialization
has penetrated into every aspect of life in Hong Kong. Being
practical men, these enterpreneurs have accepted this as a matter
of fact and behave accordingly. But the process of mental adjust-
ment to this new environment seems to lag behindo2 Having been
brought up in a traditional Chinese society, they have not been
able to escape entirely from the attitude of looking down upon
profit-seeking as embodied in Confucianism. However, this mental
relapse does not seem to have prevented them from going on wilth
their enterprising activities in practice. On the contrary, the
more successful one becomes, ﬁhe more he can afford to indulge
himself in such relapses. 1In so doing, he harks back to his
cultural heritage and reestablishes his identity. Like in Japan,
industrialization and certain traditional ideas are compatible
in a peaceful coexistence. But this is something that the less

successful may ill-afford.

In the economic literature, there are numerous discussions on
the social origin of entrepreneurs and the role of immigrant
groups. Our sample and the condition in Hong Kong seem to fit
in quite well with the general picture. See for instance: W.A.
Lewls, ops cite, pp. 148-149; E.E. Hagen, On The Theory of
Economic Change (The Dorcey Press, 1962), pp. 242-2k3 and p. 378,

Both Lewis and Myrdal have lengthy and very interesting dig-
cussions on the adjustment of social attitudes to economic
development. See: WoA. Lewis, 0p. cit., Chapter %: Go Myrdal,
The Asian Drama (Pantheon, 1968), Chapter 3.
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ITI. ORGANIZATIONAL STRUCTURE

In this section we shall discuss the structural organization
of the Kwun Tong factories in three aspects. The first i1s their
departmental structure which relates to the horizontal division of
labor by divisions each performing functions quite independent of
others. The second is their hierachical structure, the vertical
division of labor by administrative levels each bearing authority
and responsibilities defined explicitly or implicitly by the manage-
ment. The third we call functional structure. It cuts across the
distinction between horizontal and vertical division of labor with
our attention focusing on the functional distinction of the factory
workers, i.e., whether they are categorized as management, technical,

clerical employees and so forth.

Because of the wide range of industrial differentiation of
the factories in our survey, which in fact includes all industries,
we can only use the number of departments and levels as an indication
of the complexity of their departmental and hierachical structure.
We shall try to relate this to factory sizes, Chinese or non-Chinese
ownership and the educational background of . oprietors. More-
over, an attempt will also be made to see the structural different-
iation among industries. With respect to functional structure, we
shall relate it especially to the size of factories to see how the
latter affects the relative importance (in numbers) of various
functional groups of employees. In all, we hope to identify the
important factors determining the organizational structure of the

factories in our survey.

T. Departmental Structure

One basic characteristic of the organizational structure of
the factories in Kwun Tong is the simplicity in their departmental
division. Of 345 reporting factories, about one half have no such
division at all‘,/i In other words, the whoie factory is a unit in
which there is no departmental division of labor. This is under-

standable for small factories which actually dominate our sample.

175 in number.
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But there are quite a few larger~sized factories reporting to the
same effect=1 This, of course, does not mean that all workers in
such factories are doing the same kind of work. The basic idea is
that they are not formally divided into structured departments and
therefore whatever they do their work is largely interchangeable.
Looking from the hierachical point of view, there is only one line
of authority and subordinacy. The following table relates factory

slzes to the number of departments.

Table 13: Factory Size and Horizontal Division of Labor
(in nuwber of factories)

Factory Size
Number of Total
Departments Small Medium Large
1 162 7 2 171
2~3 L5 21 9 75
b-5 33 22 7 62
6-7 7 7 1 15
8 & above i 8 5 17

Compiled from Kwun Tong Factory Survey data.

The general impression is that factory size correlates
quite well with the number of divisions. Indeed this 1s the case.
Using the mean number of departments and the number of factories
as weights,2 we have estimated the average number of departments
for each size sub-group. The average number of divisions ranges
from 1.4 for the smallest group to 5.6 for the largest group.
For the small, medium and large factory groups as defined in our
study, the averages are 2.3, 4.4, and 4.7 departments respectively.
It also shows that the number of departments increases at a decreas-
ing rate with factory size (measured by the number of employees)a
This is very much anticipated because we just cannot expect a dou-
bling of the number of departments when the factory size is doubled.
If instead we use reported capital as our size indicator, we get
very similar resultss.
L 7 in the medium-sized group and 2 in the large~sized group.
Sce Table 13.

2 10 is used as the mean value for the category "8 & above'.
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Table 1h4: Average Number of Departments

Numker of Employees Departments

1-9 1.4

10-19 2.2

20=49 3.1

50-99 3.8
100-199 k.7
200~-499 L,2

500 & above 5.6

Estimated from Kwun Tong Factory
Survey data. See text.

To go one step further, we want to compare the departmental
structure between Chinese and non-Chinese factories. The overall
averages for these two groups are 2.5 and 3.9 respectively.

We should note that the average size of the non-Chinese factories

is much larger than that of the Chinese factories with the result
that the real difference between these two groups may be distorted
by the size effect. Therefore a real comparison should be on an
equal gize basis. When these two groups are broken down into
different size sub-groups, we find that the pattern for the
Chinese-owned factories is very close to the overall pattern.

But for the non-Chinese group, it is highly irregular. The basic
reason is the small number of non-Chinese factories in our sample.
Even then, the size effect on the number of departments is obvious,
i.e., large factories tend to have a more complex departmental
structure. When compared on an equal size basis, Table 15 indicates
that the non-Chinese factories do have more complex organizations.
The big difference is in the small factordes and it diminishes as
the factory gets larger. When it comes to the large factories, it
is no longer possible to judge the relative organizational complexity

of the two groups of factories in one way or the other.

Estimated in the same manner as above,

There are only 24 factories reporting in this group.



Table 15: Factory Size, Departments and Ownership
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Size (in number of Average Number of Departments
employees) Chinese Non-Chinese
Small 1.9 2.9
Medium bl 4,8
Large L,9 L8

Estimated from Kwun Tong Factory Survey data.

Within the Chinese group, we have also estimated the

average numbers of departments of factories owned by proprietors of

different educational background.

They are 2.0, 1.6, 2.7 and 3.3

for the self-educated, those who have a formal primary, secondary,

and post-secondary school education respectivelyo1
there seems to be an increasing trend, we cannot infer that the
better educated proprietors tend to organize their factories in a

more divisionally complex manner. This is because that the educa-

Even though

tional background of the factory proprietors correlates positively

with the size of their factories, so that it is not possible to

differentiate its effect from the size effeotoa

The fact, then, is that the complexity in the departmental

organization of the factories varies positively with factory size.

This well expected pattern is basically a result of organizational

necessity. Furthermore, the non-Chinese factories also tend to be

more complex in their departmental organization, especially among

the smaller factories.

1 These averages are caloculated in the same way &as the other

averages mentioned above.

See discussion on Section II-1 above.
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2. Hierachical Structure

Our discussion on the vertical division of labor of the
~Kwun Tong factories will be parallel to that on their horizontal
division of labor. Instead of the number of divisions, we shall
use the number of administrative levels as a measure of thelr
hierachical complexity. The average numbers of levels for differ-
ent factory groups are estimated in the same manner as the average

. 1
numbers of divisions aboves

The overall average number of administrative levels of all
Kwun Tong factories is estimated as 2.3, again showing the simpli=~
city in the organizational structure of such factories. The basic
reason is that a very large number of factories report that they
have no hierachical differentiation, i.e., there is only one
level.2 It is quite inconceivable to have organizations having
hierachical structure like this, because literally interpreted
this means that there is no vertical division of labor and all
members are working as equals. In reality, there must be people
who organize things and see to it that work is carried out
accordingly. Even for a very small factory with only a handful
of workers and the proprietor working among his employees as equals,
the latter must assume the job of the entrepreneur and administra-
tively the minimum number of levels should be two instead of just
one. Therefore, in interpreting the figures in our following
discussion we should keep this in mind, and it is reasonable to
assume that such figures refer only to the vertical differentiation
among employees. In other words, 1t should be understood that the
proprietors are not considered as a level in the organizational

structure, no matter whether they work in their factories or not.

1 See Section III-1 zhove.

2 166 factories out of a total of 340 reporting in this category.
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Table 16: Factory Size and Vertical Division of Labor
(in number of factories)

Number of Factory Size
Level Total
° small medium large
! 163 3 0 166
bo- 5 . 25 19 12 56
6 - 7 2 5 ho "
8 & abOVe 2 l+

Compiled from Kwun Tong Factory Survey data.

The general pattern here is similar to that of depart-
mental structure in that factory size correlates well with the
number of orgaenizational levels. The average number of levels
ranges from 1.3 for the smallest group to 6.6 for the largest
groups In our classification of factories, the estimated average
are 1.8, 3.6 and 4.8 levels for small, medium and large factories

respecti velye.

Table 17: Average Number of Levels

Number of Employees Levels
1-9 1.3
10 - 19 1.9
20 - 49 2.6
50 - 99 Sok
100 - 199 2.7
200 - 499 6.6

Estimated from Kwun Tong Factory
Survey data.
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The trend is abundantly clear; it is also true that the
nunber of levels increases at a decreasing rate with the number of
employees. When the Chinese and non-Chinese factories are com=
pared, the former group has an average of 2.2 levels whereas the
latter has an average of 3.6. In view of the facf that non-Chinese
factories are larger in average, this difference can be largely
attributed to the size effect. In further breaking down these
two groups into different size sub-groups, we find that the esti-
mated averages for the Chinese sub-groups are remarkably close to the
overall>averages, and once more probably due to the small sample
size the estimated averages for the non~Chinese sub-groups are
irregular with somewhat of an increasing trend. Similar to that
of departmental organization, the non-Chinese factories are more
complex in the smaller~size sub-groups. But this is not so with
the large factories. Our data indicate that it is quite the

reverses

Table 18: Factory Size, Administrative Levels
and Ownership

Size (in number Average Number of Levels

of employees) Chinese Non-Chinese
Small 1.8 2.9
Medium 2.5 b.7
Large 5.1 3.8

Bstimated from Kwun Tong Factory Survey data.

Within the Chinese group, the estimated averages are 1.7,
1e3, 2.4 and 3.2 levels for factories owned by proprietors of
various educational backg]:‘oumig./l Like the case of the horizontal
division of labor, this increasing trend may be entirely due to

the size effect.

Réspectively they are the self-educated, primary school, secondary
school, and post-secondary school educated.
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It would be interesting to correlate the departmental and
hierachical structure of these factories. We have seen that size
has a common effect on both. But still there may be other factors
governing their organizational complexities separately. A factory
with many horizontal divisions is not necessarily one with many
administrative levels, and vice versa. The nature of its product
and the technology employed may have quite different effects on
both aspects of the division of labor. For comparison, we have
estimated the average departmental divisions and administrative
levels of various industries with relatively large samples.

The following table indicates that the large-scale industries afe
generally those having more complex organizations both vertically

and horiZOntallyoq

Table 1S: Industry and Organizational Complexity

Industry Number of Departments Number of Levels
Textiles 3.5 2.6
Apparel 2.5 2.k
Wood 102 1okt
Paper 2.4 2.h
Rubber 3.1 1.5
Plastics 2.7 2.0
Basic Metal 31 ' 2.k
Fab. Metal 2.5 2.5
Machinery 2.0 3.1
Others 2.5 2.5
Services 262 , 2.0

Estimated from Kwun Tong Factory Survey data.

1 The large-scale industries are identified as the Textiles,

Apparel, Fab. Metals, Machinery and Others industries.
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This suggests that among all factors size is indeed most
important in shaping the organizational complexity of factories.
It affects both thelr divisional and hierachical structure in the
same direction. The correlation between the number of divisions
and levels is shown in Table 20 with a correlation coefficient of
O‘,Sc.,l

Table 20: Departmental and Hierachical Structure
(in number of factories)

Numbor of Number of Levels
Departments 1 2-3% -5 6-7 8 & above
1 139 26 8 2 0
2 - 3 17 35 19 b 1
b~ 5 13 31 15 2 0
6 -7 1 6 2 0]
8 & above 0 8 1 Y

Compiled from Kwun Tong Factory Survey data.

3. Functional Structure

In our Survey we also ask the factories about the number of
workers in various categories. The distinction is in the nature of
work they perform in a factory, i.e., whether they are administrative
personnel, technical workers, clerical staff or others. The propri-
etor is included in the first group if he also works in the factory.
This is normally the case in Hong Kong. In many small factories,
there are no technical or clerical workers as their responsibilities
are assumed by the proprietor himself. Job differentiation is just
not allowed by the smallness of the factory size. In such cases

there are only two categories of worker in the functional structure.

' This is statistically significant at an 1% level by the F-test,
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We shall here relate the functional structure of the fac—
tories to their sizes. For each size sub-group we have estimated
the average numbers of three categories of workers, namely the
administrative, the technical and the clerical. In so doing,
agaln we use mid-intervals as the number of reporiting factories

as V\Je:'Lg;h‘cs.,,l

Table 21: Factory Size and the Size of Worker Groups

Number of Average Number of Workers
Employees Administrative Technical Clerical
1~9 1.5 1.7 0.5
10 - 19 2.9 3.7 1.6
20 - 49 4.8 8.8 , 3.5
50 - 99 5.6 21.8 6.1
100 - 199 8.6 33.8 7.3
200 - 499 14,5 53.3 12.3
500 & above 20.4 151.6 22.8

Estimated from Kwun Tong Factory Survey data.

It is obvious that for all categories of workers their
average number per factory increases with the size of the factory.
But the rates of increase for various categories are different.
For each size sub-group, the average numbers of administrative and
clerical workers are quite close; they are both fast decreasing
functions of the factory size. The bhasic reason of course is
that in factories the major man-power requirements are not in

these categories. Moreover, as a factory gets larger, it allows

1 For the Administrative and Clerical categories, 35 is used as

the mid-interval for the highest group '"30 or more™; for the
Technical category 250 is used as the mid-interval for the
highest group "200 or more".
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further division of labor and specialization so that the adminis-
trative and clerical personnel can be used in a more efficient way.
It is quite different with respect to technical personnel. HNote
that technical personnel includes engineers, craftsmen, technicians
and skilled workers. Even though specializstion also applies to
some of these workers, its degree is certainly much less than

the other two categories. It is so because the bulk of the tech-
nical personnel are skilled workers whose number would normally
increase along with the size of the factory. As it is shown in
Table 21, the average number of technical workers per factory
increases at approximately the same (or a slightly decreasing)

rate with the overall number of factory employees.

To put it in a slightly different way, we have estimated
the relative importance of the various categories of workers in
percentages, i.e., the ratio of their numbers to all employees.
Here we have to include a fourth group, ''the rest'", which is the
residual. The mid-intervals of the "number of employees' are used
as the exact factory sizes‘,’I Our estimates are related back to

factory size in the following table.

Table 22: Relative Importance of Worker Groups and
Factory Size (in percentages)

Number of Percentage of Total
Employees
Administrative Technleal Clerical Rest

1~9 30.0% 3L, 0% 10.0% 26.0%
10-19 20.0 25.5 11.0 43,5
20-49 13.9 22.6 10.1 53.4
50-99 7.5 293 8.2 55.0
100~199 5.8 22.5 k.9 66.38
200-499 bo 15.2 3.8 76.9
500 & above 2.9 21.7 3.3 7241

Estimated from Kwun Tong>Factory Survey data.

1 700 is used as the mid-interval for the size sub-group "500 or above!.
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The only increase is found in the category of "The rest"
which includes semi-skilled, unskilled workers, apprentices and
other workers not included elsewhereo1 On the contrary, the
decrease of the administrative group is most remarkable. In
small factories, this group (which may consist of only the pro-
prietor himself) usually assume other duties as well. In addition
to being the manager, a proprietcr may also be the clerk and chief
techm‘_cian.,2 This results in rather high percentages in the first
couple of rows for this category. As the factory gets larger,
he can extricate himself from other duties and concentrate on
management, and start hiring more clerical and administrative
personnel as further specialization requires. But by the very
nature of factory operation the relative importance of these two
groups declines. The functional structure of the factory becomes
a pyramid with the administrative and clerical group on top, the
technical group in the middle and the rest at the bottoma3 It is
not unexpected that the relative base of this pyramid broadens as

the size of the factory increases.

Our finding here can be compared to that of Mason Haire's.
In his study of the growth of 4 industrial companies, he found that
the percentage of management to total personnel was a decreasing
function of organizational size. However, the percentage for
clerical personnel was rather stable, which is also decreasing
in our case. Perhaps the difference is due to the fact that our
survey is conducted at the factory level, which is often that

part of a company requiring less clerical personnel,

Janitors, watchmen etc., Conceivably they are very small in
number.

When the proprietor is reported to be doing so, he is not
included in the clerical or technical staff in our estimates
to avoid double or triple-counting.

At the macro-level, this pyramid pattern is characteristic of
economies at the "transitional® or 'early mature" stage of
industrialization. See Wilbert E. Moore, Social Change
(Prentice Hall, 1963), p. 99.

"Biological Models and Empirical Histories of the Growth of
Organizations", Mason Haire, ed., Modern Organization Theory
(Wiley, 1959), pp. 272-306.
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Lk, Concluding remarks

In our analysis of the organizational structure of the Kwun
Tong factories, we find that size is a very important factor deter-
mining their departmental and hierachical complexity. In short,
large factories tend to have a higher degree of horizontal and
vertical division of labor formally structured into departments
and administrative levels. The explanation is natural encugh.
Wider scopes of activities and technical requirements both necessi-
tate more organizational complexity in large factories. It is also
found that such complexities (as defined in the number of depart-
ments and administrative levels) are non-linear with respect to
size ~~ they increase at a decreasing ratea’l This is consistent
with another of our finding thgt from a functional point of view
the base of the employment pyramid broadens relatively as factory

size increasess.

In comparing the Chinese and non-Chinese factories with
respect to their departmental and hierachical complexities, we
find that in small and medium-sized factories those owned by the
non-Chinese tend to be structurally more complex even after the
size effect has been accounted for, whereas in large factories
the Chinese-owned are at least, if not more, as complex as those
owned by the non-Chinese. It can be argued that this is because
we have not entirely abstracted from the size effect -- even
within the small and medium-sized groups the non~Chinese factories
are still larger in the average, and within the large-sized group
there are a few very large Chinese factoriesa2 However, we ven-

ture to add some other viable explanationss

The relationship between size and organizational complexity has
been the subject of much sociological research, and a number of
sociologists have shown evidence to the same effect. See Rance
P.L. Lee, "Organizational Size, Structural Differentiation And

The Man at The Top in Hong Kong", (Social Research Centre, The

Chinese University of Hong Kong, 1972), p. 2.

2 Sce Tables 1 & 2 and related discussiouns in Section I«
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Inasmuch as the "propensity to organize" in factory manage-
ment is a phenomenon more prevalent in modern industries, the large
factories, no matter they are Chinese or non-Chinese, have more in
common. In this modern sector, the impacts of differences in the
cultural heritage of proprietors on organizational patterns are
probably not as gevere as in the traditional sector. On the one
hand, the Chinese proprietors in this categories are better
educated and acquainted with the modern concept of organization.

On the other hand, the sheer fact that a factory is large and
modern necessitates a complex organization. It i1s in the sector

of smaller factories we find that the cultural background of pro-
prietors does make a difference. The Chinese factories are essen-
tially those traditional in nature. Many of their proprietors have
been neither exposed nor susceptible to modern organizational ideas.
But this is not so with the non-Chinese proprietors. Even on the
basis of similar factory size, these proprietors have been brought
up under social conditions more oriented to formal organizations.
Furthermore, as foreigners in the local setting, the lines of
manufacture they are interested in are most likely not the tradi~
tional ones. Consequently, their factories are organized in a

more complex fashion both vertically and horizontally compared to

those owned by the Chinese.

It is also conceivable that part of the difference can be
attributed to the language problem, since most of the non-Chinese
proprietors presumably do not speak Chinese. ©Small factory size
necessitates closer contacts between the proprietor and the rank
and file. This generates the distinct need for people to perform
the function of translation-interpretation. The smaller the
factory, the more apparent this function becomes. In large
factories, this function may well be dissipated among large number
of employees in the middle ranks who know English and also have

other duties to perform.



IV. DECLSION~MAKING AND INTERNAL COMMUNICATION

Decision-making is the central mechanism of an organization
which sets into motion all its activities. The decision-making
process itself may be a simple or complex one. Take for instance
the case of a small factory. The proprietor prohably knows every
aspect of its operation in detail; the organization of the factory
is simple and he has direct contact with his employees. Therefore
decision-making is largely his own business and very often he can
make decision on the spot as matters arise. This is something a
'large organization cannot do. A complex organization is character-
istic of its delegation of authority. Each department or echelon
has 1ts special function and its top man is engaged in decision-
making on matters within his Jurisdiction and held responsible for
it. Under such circumstances, top management cannot make all
decisions on its own. Inasmuch as it is not familiar with the
actual operations of all these departments and levels, it has to
seek feedbacks from responsible people in various quarters.
Moreover, when decision-making is decentralized, a central decision
must be arrived at to coordinate all these sub-decisions. Then,
decision-making becomes a group effort. In this section, we shall

try to find out empirically to what extent this is trqeq

Once a decision has been made, how is it conveyed to the
members of the organization? Does the ultimate declslon-maker
(usually the factory proprietor) give instructions directly to
his employees? If not, how many steps do these instructions have
to go through? There is also the question of the channel of
communication. Are decisions promulgated by formally written
pronouncements or just by oral instructions? All these are inter-
esting indications of the organizational complexity and formality
of the factories in our study. As a first approximation, they are
all related to the size of the factories. However, some other

possible factors may also affect their patterns.
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1. Decision~-making

In our survey we ask the respondents how basic decisions
are made in their factories. They are given 4 alternative answers
to choose from, namely, "the proprietor himself', "the proprietor
with a few top echelon personnel", "the proprietor holds meetings
with representatives from all levels', and "some other methods" .
About 6L4% snswer in the first category, 23% and 10% in the second
and third categories respectivelyq2 This is very much expected as
our sample is dominated by small factories in which the process of
decision-making is conceivably rather simple. To put it in a
better focus, we have related these answers to the size of the

factories.

Table 2%: Decision-making and Factory Size
{in number of factories)

Decision made by

‘ Top _ Other
Proprietor ., 5 Meetings ..y 4¢

Factory Size

Small 180 Lg 17

Medium ' 27 23 12 2
Large 10 7 6 1
Total 217 79 35 9

Compiled from Kwun Tong Factory Survey data.

In the table above, the pattern is quite clear. Even
though in the largest number of factories of all sizes decisions
are made by proprietors, there are proportionately more factories
in which decisions are made by the "top echelon" and by "meetings"
as factory size increases. To facilitate a comparison between the
Chinese and non-Chinese owned factories, we have divided the factories
into these two categories and different size sub-groups so that the
size effect is neutralized. For the Chinese-owned factories, the

pattern is very close to the general picture as described aboves.

1 Conceivably this includes decisions made by absentee owners, head

factories etca

Data are from Kwun Tong Factory Survey.
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But it is quite different with the non-Chinese group. In the
largest number of factories decisions are made by the "top echolon".
Even in the small factories, the 'top echelon! group is as large

as the "proprietor" group. It seems then in the non-Chinese group
the responsibility of decislon-making is more diffused within the
top management. There is more team-work and consultation. On the
contrary, proprietors in the Chinese factories usually assume a
more authoritative role. Even in large factories, they depend on

their own decisions more than anything else.

Table 24: Decision-making, Factory Size and Ownership
(in number of factories)

Decigion made by

Factory Size
Proprietor Top Echelon Meeting

Small 7L (5) Lz (5) 13 (1)
Medium 2k (2) 19 (W) 9 (1)
Large 8 (2) L (3) 5 (0)
Total 206 (9) 66 (12) 27 (2)

Compiled from Kwun Tong Factory Survey data. Tigures not in
parentheses are for Chinese-owned factories, and those in
parentheses are for non-Chinese-owned factories.

Furthermore, for the Chinese group proprietors wvho are
better educated they tend to involve more of their employees in
the process of decision-making. It is not possible, however, to
determine whether this effect is real or merely a reflection of

the size effect.

Another question is raised in connection with decision-~
making. That is: in the absence of the proprietor who makes deci-
sions for the factory? The respondents are givea 4 alternative

answers, namely "his kinfolks", "his appointees", "top management

Perggnnel“ and "Othersnz The difference between the second and
third answer is that an appointee is specially named for that
purpose by the proprietor whereas top management is an existing

apparatus which automatically takes over in his abscnce. Overall,



37% of the factories report that appointees will assume the res-
ponsibility of decision-making, and for kinfolks and the top man-
agement it is 30% and 27% reslgeotivelyorl That is to say, the pro=-

prietor leaves behind a strong personal influence in declsion-

making.
Table 25: Decision-making and Factory Size
(in number of factories)

Factory Decision made by (in the absence of Proprietor)

Size Kinfolks Appointees Top Management Others
Small 86 87 L8 13
Medium 8 2 30 1
Large 2 11 10 1
Total 96 119 88 15

Compiled from Kwun Tong Factory Survey data.

For the small factories, we find high proportions of them
reporting in the "kinfolks' and "appointees" columns. The former
is especlally remarkéble compared to other size groups. It indi-
cates that many of these factories are '"family-businesses' in
which the proprietors' kinfolks take active parts in their opera-
tion and they are only second in line of authority. In such fac-
tories, "top management' may not be a distinct apparatus formally
set up for that purpose and therefore cannot automatically assume
the function of decision-making for the proprietors. In other
words, the proprietor more often has4to appoint somebody in his
place. The importance of kinfolks in decision-making is markedly
reduced with the increase of factory size. It is either because
the factory now has an existing apparatus to take over or the
proprietor prefers to appoint someone according to his ability.
Of course, the proprietor can appoint his kinfoks, but this

ascension to authority is not automatic,

1 All these figures are from our Survey data.
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In general, the pattern for the Chinese-owned factories
follows the overall pattern. Kinfolks are important decision-
makers in small factories, and gradually relinguish their authority
to other groups when factories get larger. Quite on the contrary,
kinfolks have little role to play in the non-Chinese factories
regardless of size, even though many of them are under family pro-
prietorship°1 In small and medium-sized factories, appointees
play the most important role with top management coming second,
But in the large factories "top management" becomes overwhelmingly
important. It seems then the large factories owned by the non~
Chinese are most modern and rational. There exists a top manage-
ment apparatus in the formal structure which allows for easy
succession and transfer of authority. There is no need for a

proprietor to tackle this problem every time he is planning on

leave.
Table 26: Decision-making, Factory Size and Ownership
(in number of factories)

Factory Decision made by (in the absence of proprietor)
Size Kinfolks . Appointee Top Management
Small 85 (1) 8o (5) k2 (3
Medium & (0) 17 (&) 25 (2)
Large 2 (0) 10 (0) 5 (5)
Total 95 (1) 107 (9) 72 (10)

Compiled from Kwun Tong Factory Survey data. Figures not in
parentheses are for Chinese-owned factories, and those in
parentheses are for non=-Chinese-owned factories.

Within the Chinese group, proprietors who are self-educated
and those who have formal primary and secondary school education
tend to emphasize more on kinfolks and appointees, whereas those
who have a post-secondary school education tend to emphasize more

on appointees and top management.

1 . , . R
See discussion in Section I.
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2. Communication

The internal communication system of an organization, whether
it is the exchange of opinions on basic issues, or instructions given
by superiors to subordinates, is an indication of its complexity and
formality of its structure. The most common form of communication is
of course oral instruction and exchange of ideas. This is a very
informal way of communication and is possible throughout the organi-
zation when it 1s not too departmentalized so that all parties con-
cerned know one another well enough. In more complex organizations,
internal communication is necessitated to appear in a more formal
fashion. Exchange of ideas are written and usually documented, le.€a,
in forms of letters, circulars, memos etc. In our questionnaire we
ask the respondents in what form is the exchange of important ildeas
conducted in their factories. About 75% of the reporting factories
say that it is entirely oral, and only 5% report that it is entirely
written. For the rest, about 20%, it is some combination of both

with more of them emphasizing on oral communication.

To verify the size effect, the following table shows the
importance of oral communication in various factory size groups.
Here the evidence is unmistakably clear -- along with the increase
of factory size the emphasis is increasingly less on oral communica=
tion. In half of the large factories important communications

internally are conducted in written form more than one half of the

timew
Table 27: Factory Size and Internal Communication
(in number of factories)
Oral Factory Size
Communi ca ti.on Small Medium Large
entirely 218 (87.2) 32 (50.0) 6 (25.0)
50% to 100% ' g (3.6) 12 (18.7) 6 (25.0)
less than 50% 23 (9.2) 20 (31.3) 12 (50.0)
Total 250 (100.0) 64 (100.0) 24 (100,0)

Compiled from Factory Survey data. Figures in parentheses
are percentages of respective totalse.

1 A1l these figures are from Kwun Tong Factory Survey data.
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It is easily understandable that the need for communication
in writing inoreaseé as a factory gets larger. There may also be
other contributing factors other than size, for instance the atti-
tude of top management towards communication in a formal fashion
and its ability to communicate orally with other parties internally.
Conceivably there may be a difference between Chinese and non-Chinese
factories. In addition to being simply larger in the average, the
non-Chinese factories may be more impersonal in their internal
relations in the sense that exchange of ideas may be channelled
through more formal avenues and filed for record. Furthermore,
in an exchange in which various parties concerned speak different
mother-tongues, the best thing to do is to put everything down in
_writing. Circulars, memos etc. are not only good reminders but
also clearer and more definite means of communication. Our factory
survey does provide supporting evidence for this. For the non-
Chinese factories, the percentage relying more on writing as a
means of internal communication matches that of all large factories
in generalo’l Since there are alsoc many small and medium-sized
factories in this group,2 the difference cannot be attributed en-

tirely to size alone.

Table 28: Factory Size and Direct Proprietor Instruction
(in number of factories)

Direct Factory Size

Instruction Small ' Medium Large

always 103 (41.5) 0 (0) 1 (h.2)
often 39 (15.7) 6 (9.3) 1 (h.2)
sometimes 29 (11.7) 12 (18.8) 2 (8.3
rarely 20 (8.1) 22 (3h.l) 5 (20.8)
never 57 (23.0) 2k (37.5) 15 (62.5)
Total 248 (100.0) 64 (100,0) 24 (100.0)

Compiled from Kwun Tong Factory Survey data. Figures in
parentheses are percentages of respective totals.

1 Of 24 non-Chinese~owned factories, 12 report that they depend on
oral communication less than 50%. In the Chinese-owned factories,
only about 13% of them do this.

2

Out of 24, only 6 are large. See Table 1 above.
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Some other aspects of internal communication of factories
show similar patterns. In reply to our question whether the pro=
prietor gives direct imstrugtions to the production workers, app-
roximately 32% of the reporting factories give the answer Yalways',
and 28% give the answer Npever!.  The effect of size becomes unmis-
takably significant when our factory sample is broken down into
size sub-groups. Among small factories, 42% give the answer
"always" and 23% "never'; for large factories the respective
answers are 4% and 62%. This is compatible with our earlier
finding that large factories are more complex in their departmental
as well as hierachical structure. In such organizations it is
natural for the top level management to lose direct contagt with

the rank and file of production workers.

Perhaps there is more to it. For the non-Chinese factories,
language and managerial attitude are both causes for further alien-
ation. If we consider only the Chinese factories, 23% of them
report that the proprietors never give direct instructions to
workers.2 This is comparable to all small factories. But more
than 70% of the non-Chinese factories answer to the same efi‘ect,5
which is a higher percentage than all large factories. Since not
all Chinese factories are small nor all non-Chinese factories are
large, such difference just cannot be accounted for by the size
effect alone. It suggests that language and managerial attitude
do have effects on the direct contact between top management and

the rank and file of workers.

To pursue this point further, we raise the question how
indirect it is for the proprietor to give instructions to the
production workers. More specifically, how many steps will these
instructions have to go through before they finally reach the

production workers.

T The other answers are "often", "sometimes" and "rarely".
These account for the rest 40% and are about evenly distributed.
Figures are from our Survey.

2 92 cases out of 307 reporting factories.

3

17 cases out of 2h.
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Table 29: Factory Size and Indirect Instruction

Fgctory Size (in Average Steps
number of employees)
1-9 0.3
10 - 19 0.9
20 - 49 145
50 - 99 2.3
100 - 199 2.1
200 - 499 53
500 & above 4.8

Estimated from Kwun Tong Factory Survey data.

The averages in the table above are estimated by using
the mid-intervals of the reported steps with the number of fac-
tories used as weights,1 In larger groupings, the averages are
0.8, 2.2 and 3.8 steps for the small, medium and large factories
respectivelya2 There is a definite relation between factory

size and the indirectness of instructions.

When a contrast is made between Chinese and non-Chinese
owned factories, the averages are 1.7 and 3.0 steps respectively.
How much of this di fference is due to size? There are only 24
non-Chinese factories in our sample, in which 11 are small, 7 are
medium and 6 are large. Assuming that within each group there is
no difference between Chinese and non-Chinese factories, the over-
all weighted average for the latter category is only 2.0 steps.
This means that even though in average the non-Chinese factories
are larger in size, slze alone cannot account for the more number
of steps taken by the proprietors' instructions to reach the pro-
duction workers. In other words, language and managerial attitude

do have effects on it,

Those answerin "direct instructions' are "o" ste and "8” is
g 3
used for ”7 steps or more',

These are estimated in the same mapner as aboves
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3. Concluding remarks

The problem of who makes decisions and how decisions are
promulgated is the focus of our discussion in this section.
Theorectically, decision-making in the modern complex organization
is more diffused, involves more people and takes more coordinating
efforts. And, the exchange of ideas and instructions are made
through formal channels. In our analysis of the Kwun Tong fac-

tories, we do find supporting evidence.

With respect to decision-making, there is a basic differ-
ence between large (modern) and small (traditional) factories.
In an overwhelming proportion of small factories, decisions are
made by the proprietors themselves; in thelr absence, decision
are made mainly by their kinfolks and appointees. The existing
"top management! apparatus has only a minor role to play, or it
may not exist at all. It is only in the larger factories that
the top management assumes more importance. When a comparison is
made along the line of distinction between Chinese and non-Chinese
factories, the proprietors of the former group tend to be more
authoritative and personal in the decision-making process. They
rely more on themselves when they are present, and in their
absence they leave it to their kinfolks or some direct appointees.
It is so even with the large factories. It indicates then the
large factories owned by the non-Chinese are most modern in the
sense that decisions are largely made by the concerted effort of
the top management apparatus which also takes over automatically

in the absence of the proprietors.

The pattern of internal communication also varies with
factory size, i.e., in the small factories instruction and ex-
change of oplnions are mainly made orally, whereas the large
factories rely more on the formal channel of written messages.
What is more, proprietors in large factories not only seldom give
direct instructions to workers, but also such instructions have
to go through many more steps before they finally reach the rank

and file. There is no doubt that size is a prominent factor.
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The language factor further complicates the pattern of
internal communication of the non-Chinese factories. For the size
effect alone is not sufficient to explain their difference with
the Chinese factories. By far, they rely more on written messages
and indirect instructions. This is consistent with our earlier

finding that structurally they are more complex.
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