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Abstract

Thepurposeofthisthesisisforindustryinsiderstoidentifyintheirown
words,themajorrelationshipmarketingissuesconfrontingthematurityofthe
shipbuildingindustryinNorthEastAsia.

Theresearchdesignconsistedofanopenendedquestionnaire(Appendix2)
based on Larson's research (1994) to identify the major issues in the
shipbuilding industry and thiswasthen furtherrefined in a benchmarking
questionnaire comparing relationship marketing issues for the shipbuilding
industryintheRepublicofKorea,JapanandthePeople'sRepublicofChina.

36shipbuyingagentsfrom thefollowingcountriesweresurveyed;Denmark
(5),France(4),Germany(5),Nigeria(1),Norway(6),SaudiArabia(1),Spain
(1),theNetherlands(1),UnitedKingdom (10)andtheUSA (2).

Following Lawrence (1977) a modelwas built to interpret relationship
marketingbehaviourwithaninterveningtheory.Inthispaper,theintervening
theory wasthedifferentorganizationalculturesoftheshipbuilding industry
clustersintheRepublicofKorea,JapanandthePeople'sRepublicofChina.
Using MANOVA,evidence was found that supports the hypothesis that
organizationalcultureaffectsrelationshipmarketingoutcomes.

Evidencewasalso found to supportthehypothesisthathigherlevelsof
customerservicehavehigherlevelsofcustomercommitment.

AlthoughJapanandKoreadidnothavesignificantdifferencesincustomer
servicelevels,Koreawasperceivedbyforeignshipbuyersasprovidingsuperior
customerservicecomparedtoChina.
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Thishasledtothethreeshipbuildingindustryclustersdevelopingdifferent
relationshipmarketingstrategiesinresponsetotheircompetitiveenvironment
andtheirresourceconstraints.

Although,theKorean and Japaneseshipbuilding industrieshaveasimilar
competitiveenvironmentofsupplyingforeignshipbuyerstheyhaveadifferent
setofhumanresourcesfollowingthedivestmentofexperiencedJapanesestaff
inthelasttwodecades.

TheJapaneseShipbuilding Industry Clusterhasmovedintoastrategy of
upstream integration due to its loss,through retrenchments,ofsubstantial
numbersofengineers.

Chineseshipbuildershavebothadifferentcompetitiveenvironment,mostly
supplyingthedomesticChinesebuyersandadifferentsetofhumanresources,
lackinganexperiencedlabourforce.

Consequently, for Chinese shipbuilders to effectively supply foreign
shipbuilders,customerservicelevelsneedtobesignificantlyimprovedbeyond
thesatisfying the less demanding Chinesedomesticmarketifthey areto
competeeffectively with Korean shipbuilders.Currently,Chineseshipbuilders
areonlycompetingaslow costsuppliers.

ThestrongrelationshipsthatcompaniesintheKoreanShipbuildingIndustry
Cluster have developed with foreign shipbuyers have influenced the
organizationalcultureofKorean shipbuilding companiestoallow forproduct
differentiationofcomplexshipsthatrequirehighlevelsofcommunicationwith
foreignbuyers.
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Thishasledtothedevelopmentofstrategiesofwesternstyleparticipatory
communication methodsofcommunicating totheirworkforcetocombatthe
traditionalKorean styleoftop-down managementprevalentin otherKorean
industryclusters.

Thishasenhancedworkeridentificationandfidelitytocompanieswithinthe
KoreanShipbuildingIndustryClusterandconsequentlylowerratesofindustrial
unrestandhigherratesofproductivitythanotherKoreanindustryclusters.

OtherKorean industry clustersmay benefitfrom learning thelessonsof
internal and external relationship marketing that exist in the Korean
shipbuildingindustrycluster.
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국문초록

본 논문은 동북아시아지역 조선산업이 성숙기에 들어서면서 대두된 관계마케팅
과 관련된 주요 현안을 파악하고자 한다.

조사방법은 우선 Larson의 연구(1994)에 기초한(첨부 2)의 설문조사를 실시하였
으며,이를 통하여 조선산업 내의 주요 현안에 대해서 살펴보았다.그리고 한국,
일본,중국의 조선산업의 관계마케팅 전략을 비교하는 설문조사에서 더욱 심도있
게 분석하였다.

설문대상자는 선박매매중개업에 종사하는 36개사를 대상으로 하였으며,국가별
로는 덴마크(5개사),프랑스(4개사),독일(5개사),나이지리아(1개사),노르웨이(5개
사),사우디아라비아(1개사),스페인(1개사),네덜란드(1개사),영국(10개사),미국(2
개사)로 분포되어있다.

관계마케팅 행동을 분석하기 위해서 Lawrence(1977)의 연구에 기초한 연구모형
을 구축하였으며,한중일 삼국의 조직문화를 매개변수로 두었다.다변량분산분석
(MANOVA)을 실시한 결과,조직문화가 관계마케팅 결과에 영향을 미친다는 첫
번째 가설은 채택되었다.그리고 두 번째 가설인 고객서비스 수준이 높을수록 고
객충성도도 높아진다는 가설도 채택되었다.

따라서 한국 조선업체들에 대해 선주들이 지각하는 고객서비스 수준은 일본과
비교해서는 큰 차이가 없었지만,중국에 비해서는 매우 높은 것으로 나타났다.

그리고 각국의 조선업체들은 경쟁환경과 인력자원의 부족에 대응하기 위해 각기
다른 관계마케팅 전략을 구사해 왔다.

한국과 일본의 조선업체들은 해외시장에 주력한다는 점에서 경쟁환경은 비슷하
지만 인적자원 구조는 차이가 있는 것으로 나타났는데,이는 지난 20년간 일본의
조선숙련공의 이탈에 기인한 것이다.일본 조선업계는 이와 같은 인력유출로 인하
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여 수직통합 방식으로 전략을 변경해왔다.중국의 조선업체들은 대부분의 선주가
자국에 있는 관계로 경쟁환경이 다르며,또한 숙련공의 부족으로 인적구성에도 많
은 차이가 있었다.

해외 선주들과의 친밀한 고객관계는 한국 조선업체들의 조직문화에도 영향을 미
쳤으며,이러한 관계는 고객과 높은 수준의 의사소통을 필요로 하는 다양한 종류
의 고부가가치 선박개발도 가능케 하였다.

또한 한국내 다른 산업군에 팽배해 있는 상명하달식 의사소통이 아니라 서양식
의 참여적인 조직 의사소통 문화도 발전하게 되었다.이러한 문화는 직원들의 자
아성취와 조직에 대한 충성도를 높였으며,그 결과 한국의 조선업체들은 다른 산
업군보다 상대적으로 낮은 노사분규와 높은 생산성을 누리게 되었다.

따라서 한국 조선업체들의 대․내외적 관계마케팅은 기타 산업에 많은 시사점을
주고 있다.
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CHAPTER1:INTRODUCTION

1.1Researchbackground

AccordingtoresearchbytheWorldEconomicForum,theRepublicofKoreahas
theworld's3rdmostcompetitiveindustryclusterdevelopmentasshowninTable1.

<Table1>GlobalCompetitivenessIndex2007-2008

Intheperiod1997to2003theKoreanshipbuildingindustryclusterincreased
itsshareoftheglobalmarketfrom 17.09% to20.34%,aproportionalincrease
of19%.OtherKorean industry clusterstoshow rapidgrowth in thesame
period were the Communications Equipment,Information Technology and
TransportationandLogisticsclusters.

Detailsofgrowth ratescan beseen in Figure1.TheRepublicofKorea's
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neighbours,JapanandthePeople'sRepublicofChina,hadlessgloballycompetitive
clustersovertheperiod1997to2003beingranked9thand29threspectively.

<Figure1>Korea'sExportPerformancebyCluseter

ThePeople'sRepublicofChina,however,isshowingrapiddevelopmentinterms
ofitsknowledgeeconomyascanbeseeninTable2,almostdoublingitscomposite
KnowledgeEconomyIndexscorefrom 2.61to4.42intheperiod1995to2007.

<Table2>KnowledgeEconomyIndex1995-2007
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Inthesametimeperiod,theRepublicofKoreaonlymanagedtoimproveits
compositeKnowledgeEconomyIndexscorefrom 7.74to7.82.Thedrivingforce
forclusterdevelopmentgrowthbytheRepublicofKoreaismaythereforebenot
attributabletotechnicallybasedinnovationbuttomarketbasedinnovation.

Table3,based on MichaelPorter'sNationalDiamond framework,showsthe
RepublicofKorea'sfactorsofcomparativeadvantagethatarerelevanttoananalysis
oftheclusterdevelopmentfromthepointofviewofmarketbasedinnovation.

<Table3>ComparativeRankingofMicrovariablesAffectingKorea'sNationalDiamond

TheRepublicofKoreahascomparativeadvantagesinbuyersophistication,
degree of customer orientation, value chain presence and capacity for
innovation.

Butithascomparativedisadvantagesintheareasofqualityofmanagement
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schoolsandpresenceofdemandingregulatorystandards.

How cantheseadvantagesanddisadvantagesbereconciledtoexplainthe
RepublicofKorea'sstrongclusterdevelopment?

Consistent with research on firm-level data on productivity in other
transitionaleconomies(Javorcik,p.605,2004)thereisevidenceofpositive
spillovereffectsfrom foreigncompaniesoperatingintheKoreanshipbuilding
industryonbothKoreanshipbuildersandassociatedKoreancompanies.

Demanding foreign buyers have broughta new managementculture of
relationshipmarketingtotheKoreanShipbuildingIndustryandthepresenceof
buyerrepresentativeteamsthatoverseerthequality ofshipbuilding in the
RepublicofKoreahaveovercomethedisadvantagesofthepoorquality of
managementschoolsandlaxregulatorystandards.

SelfmonitoringwithintheKoreanshipbuildingindustryhasraisedthequality
ofstaff,staffmanagementandhascreatedvaluefortheindividualshipbuilding
companies.

TheKoreanshipbuildingindustryclusterisdominatedbyforeignbuyersas
canbeseenfrom itsfocusonbuilding onultralargeships(ULS)forthe
demandingforeignmarket.

116ofthe149(LiquidNaturalGasCarriers)LNG shipsfrom 2004tothe
firsthalfof2006and40% oftheglobalmarketforVery LargeContainer
Carriers(VLCC)weresupplied from Korean shipyards(Korea Shipbuilders'
Association,2March,2007).

ThispaperexplorestheorganisationalcultureofKoreanshipbuilderswhich
isarelationshipmarketingculture.



- 5 -

This isdoneby measuring theimpactofKorean shipbuilders'customer
servicelevelson foreign buyersagainstJapaneseand Chineseshipbuilders'
customerservicelevels.

ThedataobtainedcanbeusedasabenchmarkforotherKoreanindustry
clusters to see how they compare againstthe Republic ofKorea's most
globallycompetitiveindustrycluster.

ThePeople'sRepublicofChina hasyetto launch a ChinesebuiltLNG
carrierandhasconcentratedonsatisfyingitslessdemandingdomesticmarket
withmedium sizedships.

AscanbeseeninTable4,Chinahaddomesticordersfor18containerships
withanaverageDWT of63772tonnesandexportordersfor12container
shipswithanaverageDWT of58581tonnesin2005.

Inthesameyear,Chinahaddomesticordersfor114containershipswithan
averageDWT of8028tonnesandexportordersfor46containershipswithan
averageDWT of14464tonnes(JapanShipCentre,2007).

<Table4>ChinaShipOrders2005

Although China is rapidly catching up in terms oftechnology with the
RepublicofKoreathelackofordersforLNG carriershasbeenanecdotally
relatedbyforeignbuyersasanundevelopedrelationshipmarketing culturein
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Chineseshipyards,especiallywithrespecttoforeignbuyers.AsLNG carriers
areexpensive,complexandpotentiallydangerousships,foreignbuyersliketo
siteforeignbuyerrepresentativeteamsinshipyardstomonitorqualitycontrol
andassistshipyardsindevelopingmoreefficienttechniques.

Thispresenceofforeign buyerrepresentativeteamshasbeen resistedby
Chinese shipyards which have recently used another technique to acquire
modernshipbuildingtechnology.

Inlate2007,theNationalIntelligenceServiceofKoreareferredacasetothe
KoreanProsecutors'Officeofaformerheadofthetechnologyplanningteam at
DaewooShipbuilding & MarineEngineering whohadbeen allegedly passing on
blueprintsofshipdesignsandashipyardtoChineseorganizations(ChosunIlbo,2007).

AscanbeseeninTable1,theJapaneseeconomygenerallyrankshigherthan
theRepublicofKoreaonmostindicesofglobalcompetitiveness,however,itis
rankedmuchlowerthantheRepublicofKoreaintermsofclusterdevelopment.

<Figure2>Threetypesofcapitalandtheirmobility
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AsnotedbySolvell,LindqvistandKetels(2003p.13),"Importantclusters
are … less prone to exclude foreign companies",as shown in the item
"expatriates"inFigure2.

Like their Chinese counterparts,Japanese shipbuilders have resisted the
presenceofforeignbuyerrepresentativeteamsinJapaneseshipyards.

ThesourceofthisresistanceisoftenattributedtotheconceptofJapanese
uniquenesspropagatedinJapan.

Japanesemanagementstructuresconsistentlyremouldhumanassociationsin
terms ofan archaic family or household modelcharacterized by vertical
relations(Dale,1986P.100).

Consequently, foreign buyer representative teams, which emphasise
relationship marketing,have clustered in the Republic ofKorea and make
regulartripstobothChinaandJapan.

The more frequentcontactoverlong periods oftime with foreign buyer
representativeteamsbyKoreanshipbuildingstaffhasthushadasingularinfluence
onthedevelopmentoftheRepublicofKorea'sshipbuildingindustrycluster.

Individualforeign buyers thus have multiple orders oflarge ships from
Korean shipbuildersand occasionally makeone-offpurchasesfrom Japanese
andChineseshipyards.

Multipleordersthusprovidealongerperiodoftimetodeveloprelationships
betweenKoreanshipbuildersandtheirforeignbuyers,anopportunitythatdoes
notcurrentlyexistforJapaneseandChineseshipbuilders.

DyerandSingh(1998)havesuggested,"thatafirm'scriticalresourcesmay
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span firm boundaries and may be embedded in interfirm resources and
routines." Thus the competitive advantage of a firm may rely on its
understandingoftheindustryclusterinwhichitoperates.

Therelationship ofparticularfirmsto theirclusterrequiresa qualitative
researchdesigntoidentifythemostimportantissuesasperceivedbyindustry
participants(Smith1995).

The critical issue of how reputation, trust, reciprocity and mutual
interdependenceareformedhelpsfirmstoimprovetheircompetitiveadvantage
(Larson1992p.94).

1.2PurposeoftheThesis

Thepurposeofthisthesisisforindustryinsiderstoidentifyintheirown
words,themajorrelationshipmarketingissuesconfrontingthematurityofthe
Koreanshipbuildingindustry.

From anembeddednessperspective(Baum andDutton,1996,Dacin,Ventresca
and Beal, 1999, Granovetter, 1985) the companies within the Korean
Shipbuilding Industry Cluster are not free agents able to engage any
competitivebehaviourwithintheirownresourceconstraintsbutareembedded
withinanetworkofrelationshipsthatinfluencetheirbehaviour.

Although theliteratureon strategy (Barney,1991,Mahoney and Pandian,
1992)placesmostemphasisonafirm'sinternalresources,inparticularthe
competitivedynamicsofstrategy(Grimm andSmith,1997),resourcesarealso
situated in a company's externalnetwork,which are valuable to firms
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(GnyawaliandMadhavan,2001).

Firstly,relationshipsinaclusterareimportantpathwaystointernalresources
held by connected actors(Nohria,1992)and theseareused extensively by
participantswithintheKoreanShipbuildingIndustryCluster.

Secondly,externaleconomiesthatis,capabilitiesdevelopedwithinaclusterof
competing and cooperating firms - often complement companies' internal
resources(Langlois,1992:4)forexampleautonomousteam contractorsthatare
usedbycompetingshipbuildingcompanies.

Thirdly,therateofreturnoninternalresourcesisaffectedbythequalityof
thestructureofthecompany'snetwork(Burt,1992)andmanyinterviewees
consideredthattheKoreanShipbuildingIndustryClusterwasbetternetworked
thanthecomparableautomotiveindustryinKorea.

Fourthly,afirm'spositioninaclustercontributestoitsacquisitionofnew
competitivecapabilities(McEvily& Zaheer,1999),which,inturn,enhancesits
abilitytoattractnew ties(Powell,Koput,& Smith-Doerr,1996)andtheleading
shipbuilding companiesin Koreahavebeen majorbeneficiariesofthiseffect,
attractingmajorGermanandScandinaviancompaniestolocateinKorea,even
thoughmuchoftheseforeigncompanies'workiscarriedoutinJapanandChina.

In addition to the access logic of the above four arguments,Korean
shipbuildingcompanies'controlovertheirflow ofresourcesfrom themselvesto
connectedactorsandbetweenmembersofthelattergroup(Burt,1992)also
influencescompetitivebehaviour.

TheKoreanshipbuildingclusterhasakeystonepositionintheedificeofthe
Korean economy.Ifitfalls the surrounding edifice willalso fall.There is
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substantialevidence ofhow the Korean shipbuilding industry supports other
industriesintheRepublicofKorea,especiallythesteelandautomotiveindustries.

Forexample,in 2007,POSCO,Korea's largeststeelmanufacturer,spent
US$373milliontobuya1.9percentstakeinHyundaiHeavyIndustriesheldby
HyundaiMipo Dockyard Co.,the Pohang-based steelmakerwhilstHyundai
Mipoboughtabout872,000POSCOshares.

POSCO,andDongkukSteelMillCo.,Korea'sthird-largeststeelmaker,also
have mutualshareholdings in associated subsidiaries.POSCO owns a 9.8
percentstakeinDongkukSteel'ssubsidiary,UnionSteelandDongkukSteel
hasasimilarsizedstakeinPohangCoatedSteelCo.(POSCO(B)2007)

A lossofmarketshareby theKorean shipbuilding industry willthereby
haveamajorimpactonKorea'ssteelindustry,whichisalsoamajorsupplier
tosouth-eastKorea'sothermajoremployerthemotorvehicleindustry.

Morethan27,000peopleworkintheHyundaiMotorsplantinUlsanandtens
ofthousands ofmore people are employed in the automotive components
industryinsouth-eastKorea.

China's rapidly growing construction industry has allowed Chinese
steelmakerstodeveloplargeeconomiesofscaleandtoputdownwardpressure
onsteelprices.Importedsteelplatesfrom Chinawerebeingsoldataround10
percentlessthanproductsfrom POSCOandDongkukSteelin2005.

DongkukrespondedtothischallengeinDecember2005byloweringtheprice
ofship platesfrom 685,000won perton to635,000won and POSCO also
lowereditspriceto615,000won,comparedto645,000won.(POSCO(A)).

Financialandtaxincentivesfrom theBalancedNationalDevelopmentPolicy
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ofKorea'scentralgovernmenthasencouragedHyundaiMotorGrouptobuilda
steelmillinSouthChungchongProvinceby2010.

Transporting shipbuilding platesforthemorethan300kilometresbetween
SouthChungchongProvinceandUlsanwillbeseverelyhamperedbyKorea's
currentlyinadequateroadandrailinfrastructurebetweenthesetworegions.

The opportunity for the economies of scale enjoyed by Korea's steel
producing competitors, thus enhancing the competitiveness of Korea's
shipbuildingindustry,hasbeenlost.

1.3Scope& MethodologyoftheThesis

The strongest naturally competitive region should be supported by
governmentpoliciesthataddresstheseissues.

IntervieweesnotedthattheKoreanShipbuildingIndustryClusterwasmuch
more densely connected with foreign companies and customers than the
ChineseandJapaneseShipbuildingIndustryClustersasaresultofprotectionist
policiesbythegovernmentofthePRCandculturalresistancewithinJapan.

The culture ofthe Korean Shipbuilding Industry Clusterhas encouraged
greaterinteractionbetweencontractors bothKoreanandnon-Korean thereby
increasingthespeedanddensityofinformationflows.

Being betterand morequickly informed aboutchangesin thecompetitive
environment,hasled flagship companiesin theKorean Shipbuilding Industry
Clustertoengageinlesscompetitivebehaviouragainsteachotherand,toprefer
greatercooperation,hasacceleratedthedisseminationofinnovativetechnology
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andinnovativeworkpracticesacrosstheKoreanShipbuildingIndustryCluster.

Indesigningthesurveyinstrument,theelementsofcommitmenttomutual
cooperation need to be defined.Both ship buyers and ship builders make
commitmentstocooperate.

Anopenendedquestionnaire(Appendix2)basedonLarson'sresearch(1994)
wasusedtoidentifymajorissuesintheshipbuildingindustryandthiswas
thenfurtherrefinedinthebenchmarkingquestionnaireshowninAppendix3.

Todisentanglethemutualityoftheissuesinrelationshipmarketing,constructs
needtobeidentifiedthatareuniquetoonesideoftherelationshipthesethen
becometheindependentvariables.Intheshipbuildingindustrypersonalcharacter
attributesaredemographicvariablesandclustercustomerservicelevelsareset
bytheshipbuildingcompaniesandassessedbytheshipbuyers.Theelementsof
personalcharacterassessedarehonesty,reliabilityandopenness.

<Figure3>TheComparativeAdvantageTheoryofCompetition
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From thecomparativeadvantagetheoryofcompetition(HuntandMorgan,
1995,p.9),asshowninFigure3,therelevantquestionsthenbecomewhatare
theeffectsonthecomparativeadvantageofacompanygivendifferinglevelsof
customerserviceandpersonalcharacter?

Themodelislimitedtoaddressingthefollowingquestions:customerservice
levelson commitmenttorelationship marketing?and;attributesofpersonal
character on commitment to relationship marketing? Given that mutual
commitmentisamodifierofcomparativeadvantage(Figure4)(Holm,Erikkson
andJohanson,1999p.470).

<Figure4>Structuralmodelofrelationsbetweenvaluecreation,mutual
dependence,mutualcommitmentandbusinessnetworkconnection
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Thesearecriticalquestionsduetothehighbarriersofentryandexitfor
bothbuyersandbuildersintheshipbuildingindustry.Thehigherthelevelof
commitmentby eithersidethelesserthelikelihood ofswitching suppliers.
Lowerlevelsofcommitmentwillresultinasignificantfinancialimpactinthe
loss ofmarketshare to rivalsuppliers with comparable levels ofproduct
qualityandprice.
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CHAPTER2:LITERATUREREVIEW

2.1ConceptualisationoftheTrust-CommitmentInterface

Koreanshipbuildingcompaniesneedtotrustthattheirbuyerswillnotdesert
them.Trustthereforeisthekey constructin theresearch.Theunderlying
elements oftrustseem to be differentiated atthe personalleveland the
organizationallevel(Ganesanp.18,1994).

At the personallevel,trust is assessed by the characteristics of the
relationshipmanager(AndersonandNarusp.57,1990;DoneyandCannonp.
51,1997;SmithandBarclay p.21,1997).Organizationally,trustisassessed
throughtheorganizationalcapabilitiesthateachorganizationofferstotheother
party(RingandVandeVenp.119,1994).

2.2TrustandCommitmentLiterature

Theconstructsderivedfrom thetrustconstructcanthenbeseparatedintosix
categories;PersonalCharacter,CommunicationFrequency,PerceivedDependence,
OrganisationalCapability,InvestmentandBusinessVolume.

Appendix2liststheresearchquestionsunderthesecategories:Questions1
to6relatetoPersonalCharactermeasures,questionstorelateto7to8relate
toCommunicationFrequencymeasures,questions9to12relatetoPerceived
Dependencemeasures,questions13to15relatetoOrganisationalCapability
measures,questions16to20relatetoInvestmentmeasuresandquestions38
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and 39 relateto Business Volumemeasures.Questions21 to 37 relateto
CustomerServicemeasures.

Each category isfurtherdividedintosub-categories.Personalcharacteris
subdivided into measures ofHonesty (questions 1 and 2) (Gundlach,and
Murphyp.46,1993;Ganesanp.19,1994),Reliability(questions3,4and6)
(Kumar,ScheerandSteenkamp,p.366,1995;Gundlach,AchrolandMentzer,
1995)andOpenness(question5)(Ganesan,p.19,1994).

Communication Frequency is subdivided into measures ofInformation
Exchange Due to Meeting Length (question 7)and Information Exchange
throughtheUseofElectronicInformationExchangeSystems(question8).

Perceived Dependence is subdivided into measures of Cost/Benefit
Assessment (question 9), (Ganesan, p. 1-19, 1994) Market Alternatives
(question 10),(Ganesan,p.1-19,1994)Objective Attainment(question 11)
(SmithandBarclay,p.3-21,1997)andGeneralAssessment(question12)

Organisational Capability is subdivided into measures of Dependability
(question13)(Ganesan,p.19,1994),Reliability(question14)(Ganesan,p.19,
1994),Flexibility(question15)(HeideandJohn,p.44,1992).

InvestmentissubdividedintomeasuresofPersonnel(question16)(Ganesan,
p.20,1994),Expertise(question17)(HeideandJohn,p.44,1992),Dedicated
Equipment(question18)(HeideandJohn,p.44,1992),ElectronicInformation
Exchange(question19)andCapitalAssets(HeideandJohn,p.44,1992).

BusinessvolumeissubdividedintomeasuresofVolume(HeideandJohn,p.
36,1990)andRevenue(FrazierandRody,p.69,1991).
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2.2.1Personalcharacter

Network research has expanded to include research not only on the
organisationaltraits associated with supplier-customerrelationships and the
issueofpersonaltrusthasbeennotedasanimportantelement(Ganesanp.19,
1994;Handyp.50,1995;HeideandMinerp.291,1992;Kumar,Scheerand
Steenkamp,p.366,1995).

McAllister(p.36,1995)hasconcluded thattrustoccursin cognitiveand
emotionalbasedconstructs.Cognitiveconstructshavetheiroriginsinreliable
roleperformance,cultural-ethnicsimilarity,andprofessionalcredentials,while
theemotionally based constructsareafunction ofindividualbehaviourand
interactionfrequency.

Bothsetsofconstructshavebeenfoundtoenhancecoordinationbyreducing
administrativecosts.BoundaryDefinitionbypartiesrequiresCoordinationwhich
inturnrequiresTrustandthisisreflectedinthedefiningofwhichsetoftasks
eachpartyexpectstheothertoperform (MohrandSpekman,p.152,1994).

Trusthas also been noted a significantfactor in supplier/manufacturer
relationalexchange norms and organisationshave begun to recognise the
importanceofTrustandCoordinationincooperativerelationships(Pillingand
Zhang,p.9,1992).

Gulati(p.113,1995)discoveredthatsuppliersandcustomersarelesslikely
touseequitysharingagreementsaftergainingmoreexperiencewitheachother
throughcontinuousrelationships.Greaterfamiliaritywitheachotheralsoledto
greatertrust,whichsignificantlyreplacedlegalrelationships.

Theunderlyingthemeofthesestudiesisthattrustdevelopswhentangible
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benefitsappeartobothpartiesfrom thebusinessrelationship(Rinehart,Eckert,
Handfield,Thomas,Pageand Atkin,p.30,2004).Although companiesmay
increasethelengthoftheiragreementsthisdoesnotensureTrustandresearch
byCoviello,Brodie,DanaherandJohnston(p.46,2002)concludedthatmany
supplier-customerrelationshipsarestillcharacterizedbyalackoftrust.

Whenonepartyengagesinopportunisticbehavioritcanleadtoalackof
trustbytheotherparty(StumpandHeide,p.440,1996).

"Theroleoftrustisalsoindirectly addressedthroughinvestmentsinthe
personalrelationshipsbetweentheboundaryspannersthatminimizetheriskto
bothparties.

This attitude often leads to a sharing of responsibilities traditionally
considered the exclusive domain of one party,such as "implanting" a
representativeintheoperationsoftheotherpartytofacilitateoperationalflows
andtransactionactivitiesbetweentheparties.

Thistypeofattitudeleadstosignificantincreasesinthequalityandduration
ofsupplier-customerrelationships"(Rinehart,Eckert,Handfield,Thomas,Page
andAtkin,pp.30-31,2004).

Thislastobservationisparticularlypertinenttotheshipbuildingindustriesof
theRepublicofKorea,JapanandChina,asonlyshipbuildingcompaniesinthe
Republic ofKorea have encouraged the setting up oflarge scale buyer
representativeteamswithintheirshipyards.
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2.2.2Organizationalcapability

Organizationalleveldimensionsoftrustaddressthecapabilityoftheother
organizationtomeettheneedsofthefocalorganization.Trustatthislevel
impliesthatafirm hastheresourcesavailableandiscapableofimplementing
thoseresourcesforthebenefitoftherelationship(AndersonandNarus,p.42,
1990;Ganesan,p.18,1994).

Forexample,ashipbuilding company'sassignmentofspecificassets,suchas
dedicating new buildingsforforeign buyerrepresentativeteams,can affectthe
buyer'sinterpretationofthatfirm'swillingnesstopursueorcontinuetherelationship.

Researchsuggeststhatassetspecificitycanplayamajorroleincultivating
trustbetweenthepartiesinvolvedinsupplier-customerrelationships(Ringand
VandeVen,p.90,1994).Transaction-specificinvestmentsserveassafeguards
underconditionsofuncertaintywhichinfluencethetypeofrelationshipdesired
betweenasupplierandcustomer(RindfleischandHeide,p.54,1997).

Thisphenomenonhasalsobeenreferredtoas"bilateralhostages"(Borysand
Jemison,p.234,1989)andsuggeststhatanimportantlinkageexistsbetween
assetspecificityandtrust.

2.2.3InteractionFrequency

Success in a shipbuilder-shipbuyer relationship is partly based on how
frequentlythepartiesinteractconcerningshipbuildingactivitiesandthevolume
ofbusinesstransacted.

Atthepersonallevel,communicationfrequencyaffectseachparty'sperception
ofthevaluecreatedbytheotherthroughtimespentcommunicatingwiththe
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otherparty.Attheorganisationallevel,interactionfrequencyischaracterized
bytheamountofbusinesstransactedbetweentheparties.

2.2.4Communicationfrequency

Communication and the sharing ofinformation are fundamentalto most
aspectsofsupplier-customerrelationships(KappandBamett,p.239,1983;Mohr
and Nevin,p.36,1990).Indeed,ithas been proposed thatthe exchange of
informationbetweenthepartiesservesto"create"anecessaryenvironmentforthe
conductofbusinessrelationships(PfefferandSalancik,p.1,1978;Weick,p.2,1969).

Therefore,asboundaryspanners,suchasforeignbuyerrepresentativesand
customerservice staffin shipbuilding companies,exchange information,that
information providescuestotheotherparty astowhatthecommunicating
boundaryspannerconsidersimportanttohis/herorganisationandtherelationship.

Inorderfortheboundaryspannertoreactappropriately,he/shemustbeable
tointerprettheinformationanddetermineitsvaluetohis/herorganization.

Ifthepartiesdonoteffectivelyexchangetheinformation,thenrelationship
utilityisminimised(Handfield,p.602,1993;MohrandSpekman,p.152,1994).

2.2.5Businessvolume

Interactionfrequencyattheorganisationallevelisbasedontheamountof
businesstransactedbetweenthepartieswhetherthatamountofbusinessis
transactedbasedonvolumeordollarsofrevenue.

Forexample,afinanciallypowerfulshipbuyersuchasanoilcompanycan
demandgreatersupportintheform ofmorefrequentdeliveriesandguaranteed
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productavailabilityfrom shipbuildingcompanies.

Therefore,thelargevolumeoftransactionsandresulting revenuesreflects
theinfluencethattheshipbuyercanhaveovertheshipbuilder.Consequently,
volumeisastrategicelementofconsiderationbytheboundaryspanner,when
interactingwiththeshipbuilderorwiththeshipbuyer.

Itisassumedthatthelikelihoodofastrongrelationshipbetweenashipbuilder
andshipbuyerincreasesovertimeifrelationalexchangenormsemergebetween
thepartiesthatresultinpositiveoutcomessuchasguaranteedshipqualityand
on-timedelivery.

2.2.6Commitment

Interorganizationalrelationshipsarealsotheresultofthelevelofcommitment
oftheshipbuildersandshipbuyerstotherelationship.

Commitmentinvolvestheperception ofdependencethattheshipbuilderor
shipbuyerperceivestheyhaveontheeachother,andtheamountofinvestment
intimeandresourcesthatshipbuyersandshipbuildersmakeintherelationship
(Gundlach,Achrol,andMentzer,p.92,1995).

2.2.7Perceiveddependence

Dependenceexistswhen oneoftheboundary spannersdoesnotentirely
controlalloftheconditionsnecessaryforachievementofadesiredoutcome
performedbytheotherparty(Emersonpp.32-33,1962;Ganesan,p.18,1994).

Resourcedependencetheoryspecifiestheconditionsunderwhichoneunitis
ableto obtain compliancewith itsdemandswhen dependencebetween the
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partiesispresent(PfefferandSalancik,p.10,1978).

Threecriticalfactorsthataffectthedegreeofperceiveddependenceinclude
theimportanceoftheresource,theextenttowhichthegrouphasdiscretion
overtheresource,andtheextenttowhichtherearelimitedalternatives.

For example,Provan and Skinner (p.211,1989)found thatdealers of
agricultureequipmentwerelessopportunisticwhentheydependedonaprimary
supplier, whereas suppliers with greater control over dealers' decisions
exhibitedgreateropportunism.

Therefore,asthedealerbecamemoredependentonthesupplier,theychose
tominimizetheiropportunism inthesupplymarketandlimittheirbusiness
withthesupplier.

However,thosethatsenseguaranteedbusinessfrom adependentsupplieror
customer willpursue opportunities for other business relationships atthe
expenseoftheexistingrelationship.

Also,Frazier,Gill,andKale(p.51,1989)foundthatboundaryspannersoften
use coercive influences on the other party under various conditions of
dependence,includingthreats,promises,andlegalisticpleasasamechanism to
gettheotherpartytoaccomplishtheformer'sobjectives.

Understanding resource dependence theory is criticalforinterpreting the
impactofdependenceondifferenttypesofrelationships.Itwouldbeexpected
thatcollaborativerelationshipsintheshipbuildingindustrywouldoperateunder
conditionsofmutualdependenceby thepartiesandcompetitiverelationships
wouldresultfrom situationsofapower/dependenceimbalance.
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2.2.8Organizationalinvestment

Commitmenttoarelationshipintheshipbuildingindustryismostfrequently
demonstratedbycommittingresourcestotherelationship,whichmayoccurin
theform ofamanager'stime,money,facilitiesandequipment.

Thesetypesofresourcesareoftenreferredtoas"assetspecific"resources,
inthattheyaredirectedspecificallytowardtheotherparty(DyerandSingh,p.
27,1998;Rokkan,Heide,and Wathne,223,2003).The influence of asset
specificityonorganizationalrelationshipswasoriginallydescribedbytransaction
costtheorists(Williamson1979).

However,only recently have theorists described how the commitmentof
assetsinfluencesthenatureofsupplier-customerrelationships.

Severalstudieshavefoundarelationshipbetweenresourcecommitmentand
the joint action or continuity between parties within supplier-customer
relationships(HeideandJohn,p.36,1990;Nishiguchi,p.2,1994;Yoshinoand
Rangan,p.3,1995).

Thesestudiessuggestthatlonger-term relationshipstendtobecharacterized
byawillingnessofbothpartiestocommitavarietyofdifferentassetstoa
setoffuturetransactions.

2.2.9CustomerServiceLevels

The constructofCustomerService is anothermeasure ofthe Personal
Characterofshipbuildingcompanystaff.CustomerServiceisalsoameasureof
commitment by the shipbuilding company to cooperate with shipbuyer
representativeteams.
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Withmorecomplexships,therearemoreandlargerproblemsarisingfrom
revising existing procedures,policies and programmes to incorporate new
activities.Thisrequiresa greatercommitmentto customerstafftraining by
shipbuilding companies.This is consistent with research on competitive
responsestocomplexity(MacMillan,McCaffery,vanWijk,p.77,1985).

2.3InternationalCooperationandWorkGroups

ThegreatercooperationininternationallydiverseworkgroupsintheKorean
ShipbuildingIndustryClustermaybeattributabletothelongerperiodsoftime
Korean workershaveinteractedwithinternationalworkersin comparison to
KoreanworkersintheKoreanMotorVehicleIndustryCluster.

Daft& Lengel(1986)notethattimeprovidesopportunitiesformembersof
groupstoacquireinterpersonalinformation.

Theamountofinformation acquired isafunction ofthreevariables:the
lengthofsharedexperienceforgroupmembers,thebreadthofgroupactivities
andthedepthoftaskinterdependence.

Thesevariablesallowgroupmemberstolearndeeper-levelinformationabouttheir
psychologicalsimilaritytoordissimilarityfrom theirco-workers,wherebeforethey
wouldhaveusedsuperficialdemographicdatasuchasage,gender,ethnicorigin,
regionaloriginandschooltiestodeterminethelevelofsimilarityofco-workers.

Sociologicalstudies indicate that under conditions of equalstatus and
cooperativecontact(Ellison& Powers,1994;Sigelman& Welch,1993)more
positiveandbeneficialinteractionswilloccur.
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Intervieweesnoted,however,thatthegenderstereotypingprevalentinwider
Koreansocietypreventedwomenfrom beingprovidedwithequalstatusand
thatthislimitedopportunitiesforwomen tobeviewedbeyondasuperficial
mannerintheKoreanShipbuildingIndustryCluster.

In otherareassuch asage,ethnicorigin,regionalorigin and schoolties
flagship companies made substantialcommitments to providing equalpay,
conditionsandpromotionalopportunitiesforemployees.

Flagshipcompaniesalsoprovidedactivitieswhereemployeescouldinteractin
aninformalmannerandbuildeffectiveteamsbasedonpersonaltrustwithin
work groups ofdiverse origins ratherthan the regionally based ties that
existedinotherindustryclusterswithinKorea.

2.4OutsourcingintheKoreaShipbuildingIndustryCluster

Outsourcinglimitstheeffectsofdownstream pricecompetitionbygenerating
incrementalrents thatcan be shared by allcompanies within the Korean
ShipbuildingIndustryCluster.i.e.,thereexistsasetofcontractsthatresultin
nonnegativeprofitsforallfirms.

A decisiontooutsourceservicesortokeepthem in-housedependsonthree
mainfactors:financialprudency,operationalcapability,reputationforcooperation
andsafety.

Outsourcingcouldstilloccurevenifoutsourcingprovidednocostadvantage
incomparisontokeepingoperationsin-house.

Butalowerpricealoneisnotsufficientforachangetotakeplace.As
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flagshipcompanies'competitiveadvantageisbasedoncostsofproduction,the
Koreanshipyardsoperateontwentyfourhouroperations,365daysoftheyear,
thoughthereareregularcarefullyscheduledclosuresofdifferentpartsofthe
shipyardforthemaintenanceofmachinery.

Anyengineering,maintenanceorpaintingcontractorthathasareputationfor
delays,unreliability,orintransigencewillnotobtainacontract,evenifitoffers
alowerprice,asthesecharacteristicswillinterfereinthesmoothrunningof
theshipyard,andanydelaysmaycostasubstantialamountofmoney.

In Koreaalthough wagesarehigh theflagship companieswithin theKorean
ShipbuildingIndustryClusterarestillsufficientlyproductivetomakehandsomeprofits.

InChina,wagelevelsaremuchlowerwithaconsequentlylowerpressureon
operationalefficiency(KoreaShipbuilders'Association,2006).Thereliabilityof
a contractor is assessed through an informalsocialnetwork ofshipyard
managers and design engineers. These individuals frequently exchange
informationonthereputationofcontractors.

Contractors rarely exchange information atall.Reliability is measured in
threedimensions;thefinancialprudency,operationalcapabilityandreputation
forco-operationamongstthecontractingcompany'semployees.

Contractorsmustalsohaveanimpeccablereputationforsafety,asthisisthe
mostimportantconsideration in theKorean Shipbuilding Industry Cluster.A
paintingcontractormayofferalowerprice,buthaveapoorcash-flow situation.
Ifsuchacompanybecomesinsolventduringtheterm ofthecontract,the24hour
operationoftheshipyardisseverelydisruptedanditisdifficulttoquicklyfind
menandmachinerytoreplacesuchcontractors.Theoperationalcapabilityofa
weldingcontractorisbasedonthequalityofitsmachineryanditsmanagerial
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competency.Newermachineryismorereliableandeasiertomaintain.

On thelargerships,such asLNG carriers,newermachinery isessential
whileonsmallershipsdifferentweldingcontractorsusingolderequipmentmay
beemployed.

Althoughmajorcontractorsstrivetobeflexible,theshorterbuildingperiods
forsmallershipsoftendoesnotmakeitworthwhileforthem todevotemen,
machineryandmanagerialtimeforsuchasmalljob.

Smallershipsofferanopportunityfornew contractingcompaniestoestablish
areputationforefficiency,capabilityandcompetence.Theyalsoprovidecash
fornewermachinery.Managerialcompetencyincludestheefficientmanagement
ofbothmachineryandmen.

A weldingcontractorwillscheduledifferentmachineryandmentomovefrom
shipyardtoshipyardastheflagshipcompaniesbuilddifferenttypesofships
from LNGcarriersandoiltankerstolargeVLCCs.

These changes requiredifferenttypes ofmachinery and skills.Men and
machinerymovefrom theUlsanshipyardtoBusanandacrosstoKojedo.

ThevarietyofworkinthetheKoreanShipbuildingIndustryClusterrequires
high levels ofcooperation between flagship companies,welding contractors,
painting contractors and engineering contractors.This is another salient
characteristicoftheKoreanShipbuildingIndustryCluster.

Although allrelationshipsbetween thecontractorsarebased on written legal
contracts,thevolatilityofworkconstantlyforcesminorvariationswithinthecontracts.

Thesevariationsareseldom,ifever,legallydisputed.Shipyardmanagersand
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customersitemanagersoftenmerelyapproveagreementsreachedatalower
levelacrossthecompaniesforaminorvariationinthecontract.

Occasionally,thesevariationsaremajorandthecustomersitemanagersand
theshipyardmanagersmakewrittenalterationstothecontract.

Mostoften,however,thesevariationsaresolvedatalowerlevelimmediately
onsitebetweenthetwoparties.Contractualbickeringisnotacharacteristicof
KoreanShipbuildingIndustryCluster.

Evenvariationstothedesignofashipmaybequicklyresolvedthrougha
telephonecalltoashipyardmanagerwhomakesanimmediatedecision.

Requestsfrom eitherpartyarequicklyaccededto,thisincludestheremoval
ofstaffdeemed unreliableorincompetentthey arequickly replaced by the
contractorswithnew maintenancepersonnel,weldersormachineryspecialists
withinafew hours.

This is possible because the contractors maintain a pooloflabourand
machinerythatitstrivestokeepflexibleandmotivatedbyconstantlymoving
aroundtheKoreanShipbuildingIndustryCluster.

Themajoroutcomeofthistypeofco-operationisthatcontractorsareoften
abletodoajobmoreefficientlyandreliablythanifitwasdonein-housebya
flagshipcompany.

Contractorsareneverallowedtorestontheirlaurels,however,andshipyard
managersconstantlyassesswhetheritisbetterforaflagshipcompanytohave
an operation performed in-houseorby arivalcontractorattheend ofa
twelveoreighteenmonthcontract.
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Competitionissofierceinthisindustrythatcontractsthatnormallyranfor
threeyearsarenow often much shorter.In thecaseofsmallerships,the
contractisoftenasimpleproformatypeforshortperiods,onlargershipsthe
contractsareoftenlengthyanddetailed.

During contracts the differences between shipyard company personnel,
contracting personneland even customerrepresentativepersonnelareminor,
bothsetsofpersonnelwearsimilarclothing andareaccountabletoflagship
companies,contractingmanagersandcustomerrepresentativemanagers.

Theegalitariannatureoftheseoperationshasevenledtomanagers,office
staff,secretarialstaffand tradespersonsbeing indistinguishablein termsof
theirkhakiclothing.Overlaying these relationships is a socialinformation
networktyingallcompaniestogetherinaspiritofco-operativebehaviour.

Whilecompaniesare"friendly"witheachothertheyarenot"friends"andare
mostcarefulinprotectingtheircorecompetencies.Theconstantmovementof
personnelandthesimilarbackgroundsofmanyoftheparticipantsmeansthis
typeofbehaviourisbetterexplainedby"attractiontheories"(Smithetal,1995)
ratherthantraditional"networktheories"ofrelationships.

Which corecompetencies areprotected is a subjectforfurtherresearch,
though itisclearthatan essentialcompetency in theKorean Shipbuilding
Industry Clusteris"co-operativeness"(Hollander,1990)whichoften,butnot
always,reliesonpriorsocialties(Rogers& Larson,1984).

Thisspiritofco-operativenessisregardedbyintervieweesasabyproductof
Gyeongsangnamdo'sisolationduringthereignofpresidentsfrom otherprovinces.

Peoplewithintheprovinceallworkedtogethertotrytoensuretheeconomic
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prosperityoftheregionasmanypeoplelefttofindemploymentintheSeoul,
GyeonggidoorIncheonregions.

Therehasalwaysbeenapreferenceforlocalcontractorswhohaveabsorbed
theadditionaltransportcostsofoperating500km from Seoul.Thissenseof
"fairplay",withthepredominanceofBusanandGyeongsangnamdopeoplein
thecontractingworkforce,hasalsohelpedcreateaspiritofcooperationwithin
Gyeongsangnamdo.

ThecommunicationnetworkisnotisolatedtoUlsan,BusanandKojedo,and
informationonmachineryandcontractorsintheKoreanShipbuildingIndustryCluster
isregardedas"open",comparedtotheKoreanMotorVehicleIndustryCluster.

2.5EmployeeRelationswithintheKoreaShipbuildingIndustryCluster

IntervieweesnotedthatincomparisontosimilarindustryclustersinKorea,
suchasthemotorvehicleandsteelindustriestherewerelowerlevelsofunrest.

Thiswasattributed tomorepositivetreatmentofemployeesthatcreated
positiveattitudestowardemployersandworkactivities.Thiswasespecially
noticeableintermsoftheworkandfamilybalanceofemployeesintheKorean
ShipbuildingIndustryCluster.

The high rates ofjob mobility in the contracting workforce within the
KoreanShipbuildingIndustryClusteralsohadapositiveeffectonself-esteem
andconsequentlylessemotionalexhaustionfrom familyversusworkstresses.

This ultimately resulted in higher rates ofproductivity in the Korean
ShipbuildingIndustryCluster(KoreaShipbuilders'Association,2006).
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2.5.1DevelopmentofHigh-LevelSkills

Whenemployeesknow andbuyintothestrategicgoalsofanorganisation,
theycanusethisknowledgetomotivateandlegitimatetheframingoftheir
ownemployment(Mohrman,1993).

WithintheKoreanShipbuildingIndustryClusterthistypeofframingisused
toallow employeesofflagshipcompaniestohelpframetheirownjoboutcomes
andjobduties.

Additionaltasksareoftenincludedinjobdescriptionstobettermatchthe
strategicgoalsofflagshipcompanies.

Forexample,intervieweesnotedthatshipdesignteamsoftenframedthequality
ofthedesignoftheshipswiththeharmonyoftheirfamilyandworkethics.

A goodqualityshipcouldonlybedesignedbymembersofdesignteams
thatwereinharmonywitheachother.

Thistypeofworkframinghelpedtolegitimateadifferentform ofrelatingto
eachotherandtocustomersandencouragedtheadditionofinterpersonaltasks
tothedesignteam.

2.5.2TransnationalTeam Building

Turner'sself-categorization theory (1985)explainshow individualsidentify
themselveswithdifferentgroupsbymatchingself-identifiedtraitswithtraits
ofgroups.Itispossibletobelongtotwogroupssimultaneously,however,thereisa
hierarchy ofgroupidentity.ThusintheKoreanShipbuilding Industry Clustera
personmayidentifywitharegion,anation,acompanyorafamilyatdifferenttimes.
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Intheinitialstagesoftheformationofatransnationalteam membersmay
identifymorestronglywithhow theyaredifferentfrom othergroupmembers
ratherthanlookingforsimilarities.

Researchinthenegotiationliterature(Axelrod,1984)stressestheimportance
oflookingforcommonalitiesandworkingtowardsuper-ordinategoals.

Theultimatesuper-ordinategoalintheKoreanShipbuildingIndustryCluster
isthebuildingofaship.

Thiscanbebrokendownintosmallergroupgoalssuchasreducingtarget
timesforshipcompletion.Intervieweesnotedthatby2005forexample,Korean
shipyardsmanaged to reduceconstruction times forLNG carriersfrom 28
monthstolessthan24months.

Chineseshipyardsbycomparisontookoverthreeyearstocompletesimilar
sizedLNGcarriers.

Significantly,intervieweesnoted thatduetoregionaland schoolaffiliations
all-Korean teams engaged in less interaction and demonstrated more
communicationproblems,relationalconflictandlowerlevelsofteam identity.

Thesethreebehavioursweredysfunctionaltoteam productivity.

Theimplicationsforteam buildingarediscussedinthesectiononImplication
forFurtherResearch.

TeamswithintheKoreanShipbuildingIndustryClusterhavedeliberatelyhigh
levelsofcommunicationinteraction.

Thepurposeofthisheightenedlevelofinteractionistoreducetaskuncertainty.
Withlowertaskuncertaintyteam membersworkedmoreinterdependentlyand
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collectivelythusimprovingbothgroupefficacyandgroupeffectiveness.

2.5.3Team MeetingsintheKoreanShipbuildingIndustryCluster

Althoughregularteam meetingsareacommonfeatureofKoreanbusiness
culture,traditionalConfucianconceptsofmodestyandhierarchyrestraingroup
membersfrom fullandfrankdiscussionsofproblemsandoptimalsolutionsto
suchproblems(Hiddink,2006).

InNorthernEuropeanbusiness,countriessuchasTheNetherlands,Norway,
Denmark and Sweden,business culture stresses more equalstatus within
organisations.

The Korean Shipbuilding Industry Cluster has adopted aspects of
Scandinavianbusinesscultureespeciallyinregardtoteam missionactivities.

According to GeertHofstede's CulturalDimensions,South Korea has a
PowerDistanceIndexofover60comparedtoPowerDistanceIndicesofless
than30forDenmarkandNorway(Hofstede,2001).

The PowerDistance Index (PDI)thatis the extentto which the less
powerfulmembersoforganizationsandinstitutions(likethefamily)acceptand
expectthatpowerisdistributedunequally.

Thisrepresentsinequality(moreversusless),butdefinedfrom below,not
from above.ItsuggeststhatKoreansociety'slevelofinequalityisendorsedby
thefollowersasmuchasbytheleaders.
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2.5.4ConflictManagement

Workinginteamsprovidesaninterpersonalcontextinwhichconflictsmay
occurandattemptstomanagethem aremade(Jehn,1995).Therearetwo
types ofconflictmanagementprocesses thatcan be used to resolve or
minimiseconflict:

(1)preemptive conflictmanagementwhich thatestablishes conditions to
prevent,control,orguideteam conflictbeforeitoccurs,and

(2)reactiveconflictmanagementthatrequiresworkingthroughtask,process,
andinterpersonaldisagreementsamongteam members.

Thedegreeto which conflictemerges,and eventually interfereswith (or
enhances) the productivity of work teams,is a function of the conflict
managementprocess,whichinvolveshow theteam handlesconflictsituations
thathavearisenorhavethepotentialtoarise.

Research on conflictresolution targetsisalsoknown as"reactiveconflict
management."

Thisinvolvestechniquesforreducingorfacilitatingconflictthathasemerged
duringtheteam'sperformancecycle.

Some techniques forreactive conflictmanagementinclude identification ofthe
parameters of conflict between team members (Pace, 1990),problem solving,
compromising,opennessandflexibility,andwillingnesstoacceptdifferencesofopinions.

Preemptiveconflictmanagementfocusesspecificallyonreducingorcontrolling
thenatureofteam conflictbeforeitoccurs.
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Theestablishmentofnormsforcooperativeratherthancompetitiveapproaches
toconflictresolution(Tjosvold,1985),team contractsorchartersthatspecify
before shipbuilding activities how team members agree to handle difficult
situations(Smoleketal.,1999),andthedevelopmentofteam rulesandnorms
aboutthe nature and timing ofconflictmay be vehicles forlimiting the
destructiveaspectsofconflictbeforetheyoccur.

2.5.5MotivatingandConfidenceBuilding

Motivatingandconfidencebuildinginvolvecreatingandmaintainingasense
ofcollectiveconfidence,motivation,and task-based cohesion with regard to
missionaccomplishment.

Thisincludesencouragingteam memberstoperform betterortomaintain
highlevelsofperformance.

Teamsmotivatemembersbycommunicatingtheirbeliefsaboutteam ability(e.g.,
motivationaltalks),competenceonparticulartasks,andfeedbackonteam success.

Teamsmayalsorelyonimageryormodelling techniquestoillustratethe
capabilities that teams like themselves have for particular situations.
Interviewees noted thatKorean teams sometimes acted in ways thatare
demotivationaltoteam members.

Negative comments about the team's (lack of) competence or that of
individualmemberscanreduceconfidencelevelsandtaskcohesiveness.

Just as teams can enhance working relationships and performance by
boosting theirconfidencelevel,so,too,they can hamperthem by deflating
themselves.
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Debilitatingteam processescanspiralteamsintoaviciouscyclethatdrags
down both team confidenceand performanceovertime(Lindsley,Brass,&
Thomas,1994).

Inaddition,processessuchassocialloafing (Latane,Williams,& Harkins,
1979)andshirking (Jones,1984)typically occurwhen low motivation levels
reducetheamountofeffortexpended by memberson theteam task,thus
loweringcollectiveperformance.

Levelsofsocialloafing in theKorean Shipbuilding Industry Clusterwere
considered by interviewees to be much lower than in other Korean
organisationssuchastheKoreanpublicservice.

Interviewees attributed this phenomenon to the immediate presence of
financiallypowerfulforeigncustomers.Industries,suchastheKoreanMotor
VehicleIndustryCluster.,withamoredistantandlesspowerfulcustomerbase,
wereregardedashavinghigherlevelsofsocialloafing.

2.5.6AffectManagement

Affectmanagementinvolves regulating member emotions during mission
accomplishment,including(butnotlimitedto)socialcohesion,frustration,and
excitement.

Itreferstotheprocessofadjustingteam memberemotionallevels(George,
1990),which can beinflated (ordeflated)becauseoftask conditions(e.g.,
failure,temporalstress),personalfactors(e.g.,animosityamongmembers),or
situationalfactors(e.g.,jobsecurityconcerns).

Techniques involved in regulating emotions included attempts to calm
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membersdown,controlfrustrationlevels,boostteam moraleandcohesiveness
amongmembers,andprovideempathy.

A telecommunications service and repair team deals frequently with
stress-producingsituations,suchasdealingwithiratecustomersandmaking
weather-inducedemergencyrepairs.

Theteam caneffectivelyhandlethesituationbyactivelyworkingtocalm
downfrustratedmembersorbysending inanotherpersontodealwiththe
angrycustomer.

Incontrast,theteam couldineffectivelymanagememberaffectbyignoring,
isolating,orfuelingangryteammates.

Traditionalteam-buildinginterventionshavetargetedaffectmanagementby
focusingontheregulationofteam memberemotions.

Forexample,traditionalTgroupsputmembersintoconfrontationalenvironments
todealwithinterorintrapersonalissues(Patten,1981).

Exerciseshavebeen developedtomanagetheaffectgeneratedfrom team
conflict (Harrison,1983) and to improve relations among team members
(Bechhard,1983).

Team activities such as joking,relaxing,and complaining may also be
consideredformsofaffectmanagement,ifimplementedinamannerthatbuilds
cohesion,breakstension,ventsfrustration,ormanagesstressfulsituations.

However,itisalsopossiblethatsuchactivities,ifmanagedineffectively,may
leadtoincreasednegativeaffect,wastedtime,andperformanceproblems.
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2.6ContinuousInnovationandGlobalization

Tocombatthethreatofintellectualpropertytheftfrom ChinatheKorean
Shipbuilding Industry Clusterrelieson a policy ofsustainabletechnological
competitiveness(KoreaShipbuilders'Association2006).

Thissection describesa mechanism ofskill-biased innovation thatlimits
informationalleakagesandspilloverswhichcanbefreelyacquiredbyoutside
competitors,and thereby lessen the threat of imitation and technological
leapfrogging.

Flagshipcompanieshaveincentivestoincreasetheshareoftacitknowledge
andnon-codifiedknow-how embeddedintheirproductionprocess.

In this context, openness, by intensifying international technological
competition,triggersaracetoimitationandinnovation.Asaconsequence,it
may inducefirmstodevelop innovationsofanew kind,lessimitableand
endogenouslymoreskillintensive.

FlagshipcompaniesintheKoreanShipbuildingIndustryClustermaketheir
productsortechnologiesmoreimmunetoimitationatthecostofreinforcing
theskillintensivenessoftheirproductionprocess.

This phenomenon has been highlighted in the theory of economic
developmenton catching-up and is nowadays widely debated among firm
practitionersandinthebusinessliterature.

Scholarsincorporatestrategyforinstancespecificallyaddresstheissueof
findingbusinessstrategiestosustainsomecompetitiveadvantageonceithas
beencreated.
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In particular,emphasis is put on the fact that strategic decisions in
companiesare(andshouldbe)shapedbytheconcernofreducingtheimitation
ofthefirm'scorecapacities(MichaelE.Porter,1985).

Theeconomicliteraturehasalsolongrecognisedthehighlyintangiblenature
ofspecificknowledgeembodiedinaproductoratechnologyandthefactthat
assuch,itisdifficulttoprotect,evenbylegalmeans(KennethJ.Arrow,1962).

Thispartialnonexcludabilityofinformationgeneratesso-calledtechnological
spilloversand,opportunitiesforfirmsto"acquireinformationcreatedbyothers
without paying for that information in a market transaction" (Gene M.
GrossmanandElhananHelpman,1991,p.16).

Technologicalspillovers,however,dependcruciallyonthedegreeoftacitness
ofthespecificknowledgeembodiedinproduction.Indeed,foranyinnovation,
there is a share ofspecific information which is codified in the form of
(potentiallypatentable)blueprintswhiletherestremainstacitandinformal.

Even though that second part cannot be legally protected,ithas the
advantageofbeingmoredifficulttoimitateandtotransferincomparisonto
theblueprintsthatwerestolenfrom Koreanshipbuildingcompaniesandsoldto
Chineserivals(ChosunIlbo,2007).

Wellcodifiedknowledgeandroutinisedproceduresaremucheasiertolearn
andtobeusedforimitationorfurtherinnovation.

Giventhattechnologicalspilloverspromoteimitationandinnovationandthat
theyarelimitedby knowledgetacitness,firmsmaythenhaveincentivesto
reinforcethetacitnessandnon-replicationoftheirtechnologiesandreducethe
diffusionoftechnicalinformationintheeconomy.
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Thiscanbedonebycomplexifyingproductsorworkorganisationalmethods,
andbyrelyingmoreonnon-codifiedworkers'knowhow.'

Thislastsolution,inturn,requiresrelativelymoreskilledworkers(a)either
becauselesscodifiedtechnologiesrequiremorelearningeffortstobehandled
(RichardR.NelsonandSidneyG.Winter,1977),or(b)becauseskilledworkers
have the rightcognitive capacities to dealwith complex tasks (Alice H.
Amsden,1986)andnonroutineprocedures(DavidAutoretal.,2001).

Interviewees noted thatChinese shipbuilding industry workers have much
lowerskilllevelsthancomparableemployeesintheKoreanShipbuildingIndustry
Cluster. Several factors were provided by interviewees to explain this
observation.

Firstly,theOneChild Policy ofChinathatbegan in 1977hasled to a
preferenceformalechildren to bedirected toward clericaloccupationsand
awayfrom manualoccupations.

Secondly,since the late 1970s urban driftin China has attracted well
educatedworkerstothelargeinlandcitiesinthesouthofChinatoworkin
the rapidly growing manufacturing industries and its spin-offindustries of
finance,realestateandconstruction.

Thirdly,socialloafing wasendemicin Chineseshipyardsduetothetwin
influencesofcommunism andguanxi.

Communistrewardsystemsprovideda21stCenturyexampleoftheHawthorne
Effect(Rose,1975)ascommunism didnotprovideadequateincentivesforgood
workerswhowerebroughtdowntotheleveloflessableworkers.
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Guan xiprovidedsinecuresatthemanagementlevelforcommunistparty
cadreswholackedmanagementskillsandspentmoretimeon theirprivate
projectsthanworkingforthebenefitofshipyards.

Consequently,productivityinChineseshipyardswaswellbehindproductivityin
theKoreanShipbuildingIndustryCluster(KoreaShipbuildingAssociation,2006).
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CHAPTER3:MODELDEVELOPMENT& HYPOTHESES

3.1ModelDevelopment

Thepurposeofthisresearch istotestfor,and specifically identify how
PersonalCharacterandCustomerServiceLevelsbyshipbuildersarerelatedto
variationinthelevelsofthefactorsofmutualcommitmentwithanintervening
construct of organizational culture that differs according to whether
organizationsbelongtotheKoreanShipbuildingIndustryCluster,theJapanese
ShipbuildingIndustryClusterortheChineseShipbuildingIndustryCluster.

Asnotedabove,Holm,ErikssonandJohanson(1999,p.470)haveprovided
empiricalevidence that there is a causalchain from business network
connections through mutualcommitment and mutualdependence to value
creationintherelationshipasshowninFigure4.

Hambrick and Mason (1984,p.204)suggestthat,"Itis expected that
relatively straightforward demographic data on managers may be potent
predictorsofstrategiesandperformancelevels."

Similarly,demographic data on Korean,Japanese and Chinese marketing
employeesmaybepotentpredictorsofcommitmentstrategies.

Theproposedmodeltreatsthesubjectiveconceptoforganisationalcultureas
aninterveningprocess,initsrelationshiptoboththedemographicpredictorsof
personal character and customer service levels and the outcomes of
commitmentlevels.
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3.2InterpretingRelationshipswithInterveningTheories

ThetheoreticalbasisisdescribedbyLawrence(1997,p.4)."Inthisapproach,
demographicvariablesprovegoodpredictorswhentheypredictsomeoutcome
becausebothpredictorandoutcomearerelatedtotheinterveningprocess.

Thedemographicpredictorisantecedenttothesubjectiveconcept,whichis
itselfantecedenttotheoutcome.Whentheinterveningprocessisincludedin
the relationship,the predictorand outcome areno longerrelated.In other
words,theinterveningprocess"accountsfor"theoriginalrelationshipbetween
thedemographicpredictorandtheoutcome."AsshowninFigure5

<Figure5>InterpretingRelationshipswithInterveningTheories

Holm,Eriksson and Johanson's key idea is that"business relationships
betweensuppliersandcustomersimplythatthetwoexchangepartnerscoordinate
anumberofexchangeandproductionactivitiesinawaythatincreasestheir
interdependence,therebyraisingtheirjointproductivityandcreatingrelationship.
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Byrelationshipvaluecreation,wemeantheeffectoftherelationshiponthejoint
economicperformanceofthepartnerfirms"(Barney,1996).

3.3DevelopedThreeStageModel

ThemodelframeworkdescribedbyLawrence(1997,p.4)isexpandedinthis
papertodescribetheconnectionsbetweenthemeasureddemographicvariables
(honesty, reliability, openness and customer service) and the measured
outcomesofcommitmenttoarelationshipwithaninterveningconstructofthe
organisationalcultureoftheshipbuilding company.Themodelthen builtis
showninFigure6.

DuetotherisksofindustrialespionageintheRepublicofKorea(Kim,S.Y.
2007),thejointeconomicperformanceofshipbuildersandshipbuyersisnot
measuredastherelevantinternalfinancialdataisnotpubliclyavailable.

Commitmenthas a pivotalrole in exchange relationships (Anderson and
Weitz,1989;Ganesan,1994;Morgan&Hunt,1994;Wilson,1995).Itcanserveasa
psychologicalbondthatkeepspartnerstogetherwhentheyencounterfrustrations.
Uncommittedpartnersmayresolvesuchproblemsbyseekingnew partners.
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3.4DescriptionofThreeStageModel

Ifshipbuilders and buyers are committed to a relationship,they willbe
motivated totry tomaintain theirrelationship by working togethertofind
commonsolutions(Day,1995;MacNeil,1980).

Tellefsen and Thomas (2005,pp.31-34)identified severalantecedents of
organizationaland personalcommitment in business service relationships.
Specifically,theyfoundthatpersonaltrusthadapositiveandsignificanteffect
onpersonalcommitment.

Organisationaltrustandorganizationalcommitmentwerealsofoundtobe
positively related and significant.A surprising resultin the research by
TellefsenandThomas(2005,p.34)wasthatserviceperformancedidnothave
asignificantrelationshipwithorganizationalcommitment.

Parasuraman,BerryandZeithaml(1991)havedividedserviceperformanceinto
attributessuchasreliability,responsiveness,andtangibleevidenceofservice.

Tellefsen and Thomas (2005,p.34)suggestthatsuch constructs may
"provideadeeperunderstandingofthenatureofservicequalityanditsrolein
businessrelationships."

Theliteraturereview haspresentedtheattributesidentifiedasdistinguishing
factorsformutualcommitmentinshipbuilder-shipbuyerrelationships.

Specifically, these elements are Communication Frequency, Perceived
Dependence, Organisational Capability, Investment and Business Volume.
PersonalCharacterandCustomerServiceareindependentfactorsdefiningthe
characteristicsofshipbuildingcompanies.
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<Figure6>ThreeStageModelofOrganisationalCultureandRelationship
MarketingOutcomes

 

There is thus a three phase modelofPersonalCharacter,Intervening
ConstructandMutualCommitmentasshowninFigure6.

Theintervening constructisorganisationalculturewherethoseemployees
whoaremorehonest,morereliable,moreopen and providehigh levelsof
customerservicearerewarded by theorganization and thosewhoareless
honest,lessreliable,lessopenandprovidelowerlevelsofcustomerservice
leavetheorganization.
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ThisisconsistentwithresearchbyMcCain,O'ReillyandPfeffer(1983,p.
628)whofoundthatpeoplewhodislikeconflictandcommunicationproblems
wouldbelikelytoleaveandpeoplewhoarelosersinpowerstrugglesmay
eitherchooseorbeaskedtoleave.

AreKoreanshipbuildingcompanyemployeesmoreabletosuccessfullyform
relationshipswithforeignbuyersthanJapaneseandChineseshipbuilders?

The model proposes that organisational culture increases international
understanding,whereorganisationalcultureisrepresentedbyhonesty,reliability,
opennessand customerservicelevels.Organisationalculturesin shipbuilding
companiesthatsupportmutualunderstandingandtherebyrelationshipmarketing
willtherebyhavegreatercommitmenttorelationshipswithforeigncompanies.

3.5HYPOTHESES

Theabovemodeldevelopmentleadstothefollowinghypotheses:

Hypothesis1A:ThedifferentorganisationalculturesoftheKorean,Japanese
and Chinese shipbuilding industries have different outcomes in terms of
commitmentbyshipbuyers.

Thishypothesistestswhetherthedifferentorganisationalculturesofthe
Korean,Japanese and Chinese shipbuilding industries have an effect on
commitmentbyforeignshipbuyers.FollowingLawrence(1997,p.4)organisational
cultureistheexplanatoryfactorfordifferentcommitmentoutcomes.
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Hypothesis1B:Shipbuildingcompaniesthatprovidehigherlevelsofcustomer
servicewillhavehigherlevelsofmutualcommitment

HuntandMorgan(1995,p.9)proposethatmarketingcompetencies,suchas
customerservice,mayyieldacomparativeadvantagetocompanies.

Forsuchanadvantagetoexistspecificcompaniesmustpossessmoreofthe
resource,inthispapercustomerservice,thantheircompetitors(Glazer,1991,p16).

Themodelproposesthatthemarketingresourceofsuperiorcustomerservice
leadstogreatercommitmentandfollowingthemodelofHolm,Erikssonand
Johanson(1999,p.470)greatercommitmentwillinturnleadtogreatervalue.

Hypothesis 2A:Korean shipbuilding companies provide higher levels of
customerservicethanJapaneseshipbuildingcompanies

ThereisaperceptioninJapanthatcustomerservicelevelsarenotglobally
competitive.
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<Figure7>ParadigmShiftandConsequentDevelopmentTrajectoryfroman
IndustrialSocietytoanInformationSocietyandtoaUbiquitousSociety

Source:WatanabeandFukuda."NationalInnovation Ecosystems:TheSimilarity
andDisparityofJapan:USTechnologyPolicySystemsTowardaService
OrientedEconomy,"JournalofServicesResearch,Volume6,Number1
(April2006-September2006p.164)

TotackletheperceivedweaknessesinJapaneseindustryinservicedelivery
the Japanese Ministry ofEconomy,Trade and Industry (METI)formed a
ServicesInnovationStudyGroupin2005.Partofitsroleistodevelopservice
innovationleaders(Feldman,Nathan,Li,HidakaandSchulze,2004,p.87).

Figure7showsthedesiretoorientateJapaneseindustrytowardaservice
perspective to make Japanese industry competitive vis-à-vis the U.S.A.
Hypothesis 2 willthereforemeasure therelative competitivenessin service
orientation between the Republic of Korea and Japan specifically in the
shipbuildingindustry.

Hypothesis 2B:Korean shipbuilding companies provide higher levels of
customerservicethanChineseshipbuildingcompanies
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AstheshipbuildingindustryinthePeople'sRepublicofChinaisdesignated
asastrategicindustry(ChineseStateCouncil,AnnualReport2006)shipyards
arestateownedenterprises(SOE).

ResearchbyMillington,EberhardtandWilkinson(2006,p.196)foundthatthe
underlyingcultureofChineseSOEswasassociatedwithinadequatelevelsof
serviceperformance.

Tu,Forretand Sullivan (2003)noted thatsomeChineseemployeesbased
theirperformancesonpoliticaltiesorfamilyrelationshipsratherthanobtaining
thebestcustomerserviceoutcomesfortheiremployers.

Consequently,Hypothesis2B isexpected toproduceevidencethatKorean
shipbuildersaremorecustomerserviceorientatedthanChineseshipbuilders.

Hypothesis 3A: Korean shipbuilding companies are more honest than
Japaneseshipbuildingcompanies

GundlachandMurphy(1993,p.39)notethattheUniform CommercialCodeof
theUnitedStatesofAmericarequires"honestyinfactandtheobservanceof
reasonablecommercialstandardsoffairdealinginthetrade"(Section1-201).

Thisisafundamentaltenetofwesterncommerciallaw andtherespondents
to thesurvey should beableto providea preciseevaluation oflevels of
honestywithinthecontextofwesterncommercialpractices.

GundlachandMurphy(1993,pp.43-44)thencallforcross-culturalstudiesto
considerthecaseofethicaldimensionssuchastrust.

Hypothesis3B:KoreanshipbuildingcompaniesaremorehonestthanChinese
shipbuildingcompanies
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Yu,LaiandDaniel(2008,p.354)adaptedmeasuresfrom Ganesan(1994),as
hasthisresearch,totesthonestyintheChineselogisticsindustry.

They found empiricalevidence that the rapid economic growth,social
transition,anduniquecultureofChinahaddistortedthenatureofoutsourcing
relationshipsinChinaandcalledformoreresearchinthisarea.

Hypothesis4A:KoreanshipbuildingcompaniesaremorereliablethanJapanese
shipbuildingcompanies

Gundlach,AchrolandMentzer(1995,p.80)notethat,"consistentbehavior
demonstratesreliabilityandtendstoberewardedoveraseriesoftransactions."
Itisthusanantecedentoftrustinthemodelofcommitmentbuilding.

They alsonote(Gundlach,AchrolandMentzer,p.79)thattradecultures
posesignificantconditionsonrelationships.Thishypothesiswilltesthow the
differentcommercialculturesofJapanandtheRepublicofKoreaimpacton
reliabilityasameasureofrelationships.

Hypothesis4B:KoreanshipbuildingcompaniesaremorereliablethanChinese
shipbuildingcompanies

SimilarlytoHypothesis4A,Hypothesis4Bwilltesttheimpactofthedifferent
commercialculturesofChinaandtheRepublicofKoreaimpactonreliability.

Hypothesis5A:KoreanshipbuildingcompaniesaremoreopenthanJapanese
shipbuildingcompanies

Ganesan (1994,p.16)providesa measureofopennessto testtrustand
credibility,which isconsidered as essentialto a long-term relationship by
Ganesan(1994,p.2).Opennessisanantecedentofcommitmentandthusfits
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themodelframeworkGanesan(1994,p.3).

Hypothesis5B:KoreanshipbuildingcompaniesaremoreopenthanChinese
shipbuildingcompanies

Hypothesis 5B also tests openness as an antecedent to long-term
relationshipsandtherebytocommitmentwhichwillcreatevalueforpartnersin
along-term relationship(Holm,ErikksonandJohanson,1999p.468).

Hypothesis6A:Shipbuildingcompaniesthataremorehonestwillhavehigher
levelsofmutualcommitment

Hypothesis 6B:Shipbuilding companies thatare more reliable willhave
higherlevelsofmutualcommitment

Hypothesis6C:Shipbuildingcompaniesthataremoreopenwillhavehigher
levelsofmutualcommitment

Hypotheses6A,6Band6Caredesignedtomeasuretherelationshipbetween
thethreeantecedentsofcommitmenthonesty,reliabilityandopenness.

This fitsthemodelproposed by Huntand Morgan:"Competition in the
comparative advantage theory is the constantstruggle for a comparative
advantagein resourcesthatwillyieldamarketplaceposition ofcompetitive
advantageand,thereby,superiorfinancialperformance.

Allactivitiesthatcontributetopositionsofcompetitiveadvantageorthe
absenceofwhichwouldcontributetopositionsofcompetitivedisadvantageare
presumptively procompetitive- marketing activitiesarenoexception tothis
rule."(HuntandMorgan,1995,p10)
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CHAPTER4:DATA ANALYSISANDFINDINGS

4.1LevelofAnalysisandRespondentSampleFrame

Theunitofresearchwasthebuyerrepresentativeteam astheinterviewees
representedthemanageriallevelandasboundaryspannerstheyhadagood
overallview of their company's operations and its interaction with the
shipbuildingcompanies.

Thesampling frameforthestudy wasbased on asurveyofship buyer
representativeteamsoperatingintheRepublicofKorea,JapanandthePeople's
RepublicofChina.

Bothpersonalcontactandemailsurveymethodswereusedtocollectdata
from respondentsthrough a formalstructured questionnaire.Using thekey
informantmethodquestionnairesweredistributedtoseniorexecutivesthathave
experienceintheRepublicofKorea,JapanorthePeople'sRepublicofChina.

4.2SurveyInstrumentandConstructOperalisation

ItemsforthedimensionsCommunication Frequency,PerceivedDependence,
OrganisationalCapability,Investment,BusinessVolume,PersonalCharacterand
CustomerServiceweredevelopedbasedontheanalysisintheChapter3.

This was done so that the items represented general aspects of a
shipbuildingcompanies'attributesandbehaviour.Theitemsweredesignedto
capture the perception of differences between the countries of origin of
shipbuildingcompanies.
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Respondentswereasked toindicatethedegreetowhich theshipbuilding
companies from differentcountries matched the descriptions provided on a
10-pointLikertscale,ranging from 0 (strongly disagree)to 10 (strongly
disagree).TheQuestionnaireisshowninAppendix5.

4.3DataCollectionandSampleDescription

A useablesampleof36responseswasobtained,yieldinga72% responserate.

Respondentsrepresented companiesfrom thefollowing countries;Denmark
(5),France(4),Germany(5),Nigeria(1),Norway(6),SaudiArabia(1),Spain
(1),theNetherlands(1),UnitedKingdom (10)andtheUSA (2).

DuetoconcernsofindustrialespionageintheRepublicofKorea(Kim,S.Y.
2007)respondentswerereluctanttohavetheirnamesandthenamesoftheir
companiesrecorded,asshipbuildingcompaniesconsideredthatsuchinformation
could be used to identify specific shipbuilding companies and be used by
industryrivals.

Respondentsrepresentedshipbuyersandhadhelpedsupervisetheconstruction
ofshipsinshipyardsinDalian,YantaiandShanghaiinthePeople'sRepublic
ofChina;Kobe,KumamotoandNagasakiinJapan;KojedoandUlsaninthe
RepublicofKorea.
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4.4AnalysisofHypotheses

Hypothesis1A:ThedifferentorganisationalculturesoftheKorean,Japanese
and Chinese shipbuilding industries have different outcomes in terms of
commitmentbyshipbuyers.

A multivariateanalysisofvariance(MANOVA)wasconductedonthesample
responsesusingtheR programminglanguage.R isaprogramminglanguage
andsoftwareenvironmentforstatisticalcomputing,originallycreatedbyRoss
IhakaandRobertGentlemanattheUniversityofAuckland,New Zealand,and
now developedbytheRDevelopmentCoreTeam.

Theprogram andresultsareshownbelow inAppendix1.Response1refers
toKoreancompanies,Response2toJapanesecompaniesandResponse3to
Chinese companies.A further correlation analysis was performed on the
responsedataandisshowninAppendices2,3and4.

TheMANOVA resultsshow thatKorean responsesaresignificantatthe
0.001level,theJapaneseresponsesaresignificantatthe0.0001levelandthe
Chineseresponsesaresignificantatthe0.0001level.

Hypothesis1B:Shipbuildingcompaniesthatprovidehigherlevelsofcustomer
servicewillhavehigherlevelsofmutualcommitment

From thecorrelationanalysesshowninAppendices2,3and4itcanbeseen
thatJapaneseand Chinesecompanieshad correlationsabove0.7foralmostall
customerservicelevels(questions21to37,Appendix5)relatedtocommitmentlevels.

Koreancustomerservicelevelswereonlystronglycorrelatedforquestions6,
7,1416,17and18.Theseresultsseem counterintuitivewhencomparedtothe
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mean responsesofKorean companieswhich arehigherthan Japaneseand
Chinesecompanies.

Whatexplainsthisphenomenon?A possibleexplanationisthatthereisless
variance within the Korean shipbuilding industry and so if allKorean
shipbuildingcompaniesareprovidinghighlevelsofcustomerservicethenthere
wouldlessvarianceinshipbuyers'responses.

Hypothesis 2A:Korean shipbuilding companies provide higher levels of
customerservicethanJapaneseshipbuildingcompanies

Thishypothesistestedquestions20to37shown in Appendix 5and the
resultsofacomparisonofmeansatthe0.01levelisalsoshowninAppendix
5.MeanresponsesforallcustomerservicelevelswerehigherforKoreanthan
forJapanesecompaniesexceptforitems20,25,26,30,31,32,34and37though
noneofthoseresultswasstatisticallysignificantatthe0.01level.

Interestingly items 28,29 and 33 showed thatperceptions ofJapanese
customerservice levels were higherthan Korean service levels and these
resultsweresignificantatthe0.01level.

Item 28: "The Customer Service Department staff provides correct
information." Further research needs to be done to identify why Korean
shipbuildingcompaniesarelesscompetitiveinthisarea.

Is the incorrect information given relating to shipbuilding information,
managementinformation orgeneralinformation such as communicating the
correctlocationofparkingfacilitiesforforeignvisitors?

Item 29:"TheCustomerServiceDepartmentstaffoftenconsultondecisions."
This result is not surprising given the hierarchical nature of Korean
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management(LeeandTrim;2008,p.67).

AlthoughJapanesemanagementisalsohierarchicalinnaturethedevelopment
ofthe quality circle concept(Munchus III,1983 pp.255-261)in Japanese
managementallowstheinvolvementofpersonnelindecisionmakingactivities
bothlaterallyandhorizontally.

Item 33:"TheCustomerServiceDepartmentstaffreliablyhandleconfidential
information."Thisresultispossiblyareflectionoftherelativelyrecentproblem
inKoreanindustryofintellectualpropertytheft(ChosunIlbo,2007).

Hypothesis 2B:Korean shipbuilding companies provide higher levels of
customerservicethanChineseshipbuildingcompanies

Thishypothesistested questions20to37shown in Appendix 5and the
resultsofacomparisonofmeansatthe0.01levelisalsoshowninAppendix5.

MeanresponsesforallcustomerservicelevelswerehigherforKoreanthan
forJapanesecompaniesexceptforitems20.

Item 20:"Informationexchangewiththecompanyisaidedbyitsinvestment
inahighlevelofelectronicinterfacecapability."

Significantatthe0.01levelthisresultindicatesthatthereisnodifference
betweentheelectronicinterfacecapabilitiesofKoreanandChineseshipbuilders.

Thisresultisconsistentwiththerapidacquisitionofelectronictechnologyin
allareasofChineseindustry and moreparticularly thepossibleacquisition
shipbuilding related electronic interface technology from former Korean
shipbuildingstaffnow residentinthePeople'sRepublicofChina.
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Hypothesis 3A: Korean shipbuilding companies are more honest than
Japaneseshipbuildingcompanies

ThishypothesistestedItems1and2(Appendix 5)atthe0.01leveland
found thatthere were no significantdifferences in perceptions ofhonesty
betweenKoreanandJapaneseshipbuildingcompanies.

Hypothesis3B:KoreanshipbuildingcompaniesaremorehonestthanChinese
shipbuildingcompanies

ThishypothesistestedItems1and2(Appendix 5)atthe0.01leveland
foundthatthereweresignificantdifferencesinperceptionsofhonestybetween
KoreanandChineseshipbuildingcompanies.

Hypothesis 4A: Korean shipbuilding companies are more reliable than
Japaneseshipbuildingcompanies

ThishypothesistestedItems3,4and6(Appendix5)atthe0.01leveland
found that there were significant differences in perceptions of reliability
betweenKoreanandJapaneseshipbuildingcompanies.

ThisisaninterestingresultgiventheresultsofHypothesis2A thatshowed
nosignificantdifferencesinperceptionsofhonesty.

Reliability isamorepracticalmeasureofhonesty in thatitmeasurespast
behaviourinarelationship.Itisameasureoftrustthathasbeentestedovertime.

This raises the possibility thatthe members ofthe Korean shipbuilding
industrymaybeperceivedasreliableinthecarryingoutoftheirdutiesinthe
shipyardandlesshonestinotheraspectsoftheirinteractionwithshipbuyer
representatives.
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Hypothesis4B:KoreanshipbuildingcompaniesaremorereliablethanChinese
shipbuildingcompanies

ThishypothesistestedItems3,4and6(Appendix5)atthe0.01leveland
found that there were significant differences in perceptions of reliability
betweenKoreanandChineseshipbuildingcompanies.

ThisisaninterestingresultgiventheresultsofHypothesis2A thatshowed
nosignificantdifferencesinperceptionsofhonesty.

Hypothesis5A:KoreanshipbuildingcompaniesaremoreopenthanJapanese
shipbuildingcompanies

ThishypothesistestedItem 5(Appendix5)atthe0.01levelandfoundthat
there was nota significantdifference in perceptions ofopenness between
KoreanandJapaneseshipbuildingcompanies.

Hypothesis5B:KoreanshipbuildingcompaniesaremoreopenthanChinese
shipbuildingcompanies

ThishypothesistestedItem 5(Appendix5)atthe0.01levelandfoundthat
therewasasignificantdifferenceinperceptionsofopennessbetweenKorean
andChineseshipbuildingcompanies.

Hypothesis6A:Shipbuildingcompaniesthataremorehonestwillhavehigher
levelsofmutualcommitment

DataresultsforKoreancompaniesareshowninAppendix 2.Theresults
showedastrongcorrelationthatwassignificantatthe0.01levelforquestions
7,14and16.
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Item 7:"Face-to-facemeetingswehavewiththecompanytakelongerthan
themeetingsheldwithmostofourothersuppliers/customers."

This resultindicates thathonesty has an effecton both sides ofthe
relationshipinthattheyhavebothcommittedmoretimetoeachotherthan
theyhavecommittedtootherrelationships.

Item 14:"Inmyopinionthecompanyisreliable.

Thisresultispartlyauto-correlative.Morehonestpartnerswillmorereliably
carryouttheirresponsibilitiestoensurethesuccessoftherelationship.

Item 16:"We have invested substantially in personneldedicated to our
relationshipwiththecompany."

Thisisanimportantresultaspersonnelarethemostvaluableresourceof
shipbuyingcompanies.

Italsoenablesamoreefficientflow ofinformationbetweenshipbuildingand
shipbuying companies,asshipbuyerrepresentativesthathavehad dedicated
training,financialandothernon-financialbenefitsprovidedbytheiremployer
willcarry outtheirresponsibilities more effectively (Harvard Management
Update;2001,p.1-4).

DataresultsforJapanesecompaniesareshown in Appendix 3.Thiswas
testedatthe0.01levelandforJapanesecompaniestheresultwassignificantly
strongcorrelationforquestions6to20exceptquestions6,12and15.

ThattherewerestrongercorrelationsforJapanesecompaniesisaresultof
greatervariance in responses forJapanese companies as can be seen in
Appendix5.
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Greatervarianceindicatesthatthestrengthofconformitytoindustrycluster
standardsinJapanislessthanindustryclusterconformityinKorea.

Essentially,Korean companiesbenchmark themselvesagainstotherKorean
companiesandthey areinturn comparedtootherKorean companieswhen
shipbuyerrepresentativesmaketheircomparisons.

DataresultsforChinesecompaniesareshowninAppendix4.Theresultsfor
Chinese companies were significant the 0.01 level and showed strong
correlationsforquestions6to20.

These results also demonstrate a greater variance within the Chinese
shipbuildingindustry.

Italsoindicatestheneed forfurtherresearch on thedegreeof,andthe
reasonsfor,fragmentationwithintheChineseshipbuildingindustry.

Hypothesis 6B:Shipbuilding companies thatare more reliable willhave
higherlevelsofmutualcommitment

Thiswastestedatthe0.01levelandforKoreancompaniestheresultwas
significantforquestions7and17.

Item 7:"Face-to-facemeetingswehavewiththecompanytakelongerthan
themeetingsheldwithmostofourothersuppliers/customer."

This resultindicates thatreliability has an effecton both sides ofthe
relationshipinthattheyhavebothcommittedmoretimetoeachotherthan
theyhavecommittedtootherrelationships.

Item 17: "We have provided substantial proprietary expertise and/or
technologytoourrelationshipwiththecompany."
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Thisisanimportantresultasvaluableresourcesofshipbuyingcompanies
arebeingdedicatedtoKoreanshipbuildingcompanies.

Thishypothesiswastestedatthe0.01levelforJapanesecompaniesandthe
resultsweresignificantforallitems6to20exceptitems9,11and17.

Item 9:"Ifthisexchangerelationshipwiththecompanywasterminated,it
wouldbeverydifficulttomakeupthelostsupply."

WiththerapidemergenceoftheChineseshipbuildingindustryandstronger
marketperformance by Korean shipbuilders the foreign shipbuyers in the
JapaneseshipbuildingindustryhavelessrelianceonJapaneseshipbuildersthat
arenotseentobereliable.

Item 11:"Weneed thisrelationship with thecompany toaccomplish our
organisation'sobjectives."

SimilarlytoItem 9,foreignshipbuildershavebeguntoreducetheirreliance
onJapaneseshipbuilders.

Item 17: "We have provided substantial proprietary expertise and/or
technologytoourrelationshipwiththecompany."

The reliance on Japanese shipbuilders has fallen sufficiently thatforeign
shipbuyers are reluctantto investsubstantialproprietary expertise and/or
technologywithJapaneseshipbuilders.

Thiswastestedatthe0.01levelandforChinesecompaniestheresultwas
significantforquestions6to20exceptquestion11.

Item 11:"Weneed thisrelationship with thecompany toaccomplish our
organisation'sobjectives."
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Thisresultindicatesthatforeignshipbuildersmaybetestingthereliabilityof
Chineseshipbuildersonnon-essentialprojects.

Once Chinese shipbuilders demonstrate reliability in performance foreign
shipbuyers willpresumably begin to rely more on Chinese shipbuilders to
accomplishtheirobjectives.

Hypothesis6C:Shipbuildingcompaniesthataremoreopenwillhavehigher
levelsofmutualcommitment

Thiswastestedatthe0.01levelandforKoreancompaniestheresultwas
significantstrongcorrelationsforitems7,13,16and18.

Item 7:"Face-to-facemeetingswehavewiththecompanytakelongerthan
themeetingsheldwithmostofourothersuppliers/customers."

Again this shows the strength of commitment between the Korean
shipbuilding companies and foreign shipbuyers and that there is greater
variancewithintheKoreanshipbuildingindustryintheareaofopenness.

Thatis,notallcompanieshavethesamehighlevelofopennessandthisis
anareawhereKorea'scompetitiveadvantagedoesnotextendtoallcompanies
withintheKoreanshipbuildingindustry.

Item 13:"Thecompanyhasdemonstrateditsdependabilityintheperformance
ofouragreement."

Againthisshowstheimportanceofopennessinarelationshipandthatthere
isgreatervariancewithin theKorean shipbuilding industry in thearea of
opennesswhencorrelatedwithcommitmentoutcomes.

Item 16:"We have invested substantially in personneldedicated to our
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relationshipwiththecompany."

Withgreaterinvestmentinpersonnelthereisacorrelationwithopennessas
shipbuyerrepresentativesmaythemselvesbeperceivedasmoretrustedandso
shipbuilding companies are more open in their dealings with shipbuyer
representatives.

Item 18:"Wehavemadesignificantinvestmentsincapitalassetsdedicatedto
ourrelationshipwiththecompany."

Withgreaterinvestmentincapitalassetsthereisacorrelationwithopenness
asshipbuyerrepresentativesmaythemselvesbeperceivedasmoretrustedand
soshipbuildingcompaniesaremoreopenintheirdealingswithasshipbuyer
representatives.

Thiswastestedatthe0.01levelandforJapanesecompaniestheresultwas
significantforallitems6to20exceptitem 20.

Item 20:"TheCustomerServiceDepartmentstaffaremoreefficientand
politeindeliveringtheservicethanIexpected."

Thisresultpossiblyindicatesthatinthepressuredatmosphereofbuildinga
ship on budget,on time and meeting quality specifications the Japanese
reputationforpolitenessmayalsobeunderpressure.

Thiswastestedatthe0.01levelandforChinesecompaniestheresultwas
significantforquestions6to20exceptquestion11.

Item 11:"Weneed thisrelationship with thecompany toaccomplish our
organisation'sobjectives."

Similarly totheresultinHypothesis6B,thisresultindicatesthatforeign
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shipbuilders may be testing the reliability of Chinese shipbuilders on
non-essentialprojects.

Once Chinese shipbuilders demonstrate reliability in performance foreign
shipbuyers willpresumably begin to rely more on Chinese shipbuilders to
accomplishtheirobjectives.

<Table5>SummaryofHypothesisResults
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CHAPTER5:CONCLUSION,IMPLICATIONS&
FUTURERESEARCH

5.1DiscussionofResults

Themajormanagementimplicationofthisresearchonthethreeshipbuilding
industry clustersisthattheMANOVA performedon thedatasupportsthe
hypothesisthatthereareculturaldifferencesbetween thethreeclustersof
Korea,Japan and Chinaand thatthesethreeculturesproduced statistically
significantdifferencesinrelationshipmarketingoutcomes.

Thisleadstothequestionoftheindustryantecedentsofdifference.Whatare
theantecedentsofthedifferentiationofthethreeclusters?

Isitaresultofnationalculturesaffectingtheorganisationalculturesor,isit
a result of particular industry structures producing particular industry
relationshipmarketingoutcomes?

Totesttheformerwouldrequirefurtherresearchcomparingtheorganisational
culturesofdifferentindustrieswithinthesamenationalcultures.

Forexample,comparingtheorganisationalcultureoftheKoreanautomotive
industrywiththeorganisationalcultureoftheKoreanshipbuildingindustry.
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5.2ResearchContribution

Figure 1 showed thatthe Korean shipbuilding industry was much more
globallycompetitivethantheKoreanautomotiveindustrycluster.

ThisimpliesthatthecompetitivenessoftheKorean shipbuilding industry
maybespecifictoaparticularorganisationalcultureforthatindustryrather
thanaparticularorganisationalculturefortheRepublicofKoreaasawhole.

Thereissupportfrom theresultsofhypotheses2,3and4thatshipbuilding
companiesintheRepublicofKoreaaremorecustomerdominantfocus(Vargoand
Lusch;2004,p.1)thancentraldominantfocusrelativetoJapaneseandChinese
shipbuildingcompanies.

Thisform ofrelationshipmarketingbetterenablesbothKoreanshipbuilding
companies and theirforeign buyers to become co-creators ofvalue (Payne,
StorbackaandFrow;2008,p.83).

Resultsfrom Hypotheses4,5 and 6 supportthehypothesisthatforeign
shipbuyers have devoted substantial personnel and capital resources to
physicallylocateintheKoreanshipbuildingclustercentredaroundUlsan,Busan
andKojedo.

TheserelationshipsbetweenthepartieswithintheKoreanindustrycluster
are regarded by shipbuyer representatives as resources that affect the
innovativenesscreationofvalueforbothshipbuildersandshipbuyers(Ganesan,
MalterandRindfleisch,2005,p.44).

Thisimplication isalso supported by theresultsofHypothesis3where
Korean shipbuilding companies are perceived as having a more open
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organisationalculturethantheirJapaneseandChineserivals.

Hypothesis3alsofoundsupportforthehypothesisthatJapaneseandChinese
shipbuilding companies were perceived as less open than their Korean
counterparts.

Thislessopenorganisationalculturewasalsocorrelatedwithlessinvestment
in termsofequipment,proprietary technology andpersonnelin relationships
withChineseshipbuildingcompanies.

Thismayalsobeexplainedbythelackofanoligopolisticstructurewithin
theChineseshipbuildingindustrythathasmanysmallshipbuildingyardsand
theconsequenteffectonperceptionsofreliabilityinsuchanindustrystructure
ofsmallerfirms(VanWitteloostuijn,A.,& Boone;2006,p.419).

Consequently,Chineseshipyardshavebeenunabletodeveloplongstanding
relationshipswithshipbuyersastheydonotyethavetheindividualcapacity
tosatisfymultipleshiporders.Thisimpliesthattherewillbearationalization
withintheChineseshipbuildingindustrytomeetthelongterm needsoftheir
customersintermsofrelationshipsandreliability.

Theindustry structureoftheJapaneseshipbuilding industry isalsomore
fragmentedthantheirKoreanoligopolisticcompetitors.Thisisexemplifiedby
theshifttooutsourcingwithintheJapaneseshipbuildingindustryasshownin
Table5.
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<Table6>JapaneseShipbuildingLabourForce(2000～2005)

Withamorefragmentedindustryshipbuyersarelessabletodeveloplong
standingrelationshipswithshipbuildingcompanies.

Results from Hypotheses 2A and 3A and 4A provide supportfor the
consequenteffectson perceptionsofthehonesty,reliability andopennessof
Japaneseshipbuildingcompanies.

WhenrationalizationoccursintheChineseshipbuildingindustryanditbegins
toconsolidateitsstructureChineseshipbuildingcompanieswillneedtoimprove
theirrelationshipmarketingskillstotakemarketsharefrom theirKoreanrivals.

Thiswouldrequireamajorrealignmentofcurrentperceptionsofhonesty,
reliability,opennessandcustomerservicelevelsbyforeignshipbuyers.
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5.3ManagerialImplications

5.3.1ManagementStrategiesandSustainableInnovation

Sustainable innovation in the Korean Shipbuilding Industry Cluster is
exemplified by the implementation ofrange ofmanagementstrategies that
intervieweesbelievedthatChineseshipyardswouldfinddifficulttoreplicate.

1) Professionalism in the organisation:this was achieved by managers
receiving comprehensivetraining atthebeginning oftheiremploymentand
continuous education throughouttheirworking lives.Employers within the
Korean Shipbuilding Industry Clusterpaid premium wagesto wellqualified
workers(KoreaShipbuilders'Association,2006).

2)Promotebeliefsand values:intervieweesnoted thatastrong senseof
identity with companies was fostered by employers within the Korean
ShipbuildingIndustryCluster.

3)Promotecultureofhonesty:employeeswhoweren'tafraidtospeakupin
team meetingsandtellthetruthaboutworksituationswererewardedrather
thanscoldedthoughKoreanculturalpracticesensuredthatallcriticismswere
maderespectfullytoco-workersandsupervisors.

4)Resistcultureofcomplianceby employees:thisrefersto thepractice
withintheKoreanShipbuildingIndustryClusterofperturbation.

5)Perturbationswereregardedasproducingcreativityandinnovationswhich
arethefundamentalmechanismsrequiredforthefirm toevolve,adapt,compete
andprosper(vonKrogh,NonakaandNishiguchi2000).
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6)Understand employee motivations and limitations:within otherKorean
industryclustersunrealisticdemandswereoftenplacedonworkersleadingto
industrial unrest. Interviewees noted that as managers in the Korean
Shipbuilding Industry Cluster thatthey would meetemployees atregular
intervals to identify the non-financialmotivations ofemployees and then
providesalarypackagesthatenableworkerstocontinuouslyworktothebest
oftheirabilityoverlongperiodsoftimeratherthanworkingstrenuouslyfor
shortperiodsoftimeandthencollapsingwithexhaustion.

7)Createandmanageclientexpectations:intervieweesprovidedaninsightto
thisissueasbothcustomersofflagshipcompaniesandasmanagerswithin
flagship companies. The paramount concern was the development and
maintenanceofrapidandaccurateinformationbetweenclientsandmanagers.
Allshipyardssetupofficesforforeigncustomerstoobservetheconstruction
processintheKoreanShipbuildingIndustryCluster.

5.3.2RewardSystemsintheKoreaShipbuildingIndustryCluster

InthissectiontherewardsystemsusedbyflagshipcompaniesintheKorean
ShipbuildingIndustryClusterarediscussed.

Thehighratesofproductivity(KoreaShipbuilders'Association,2006)inthe
Korean Shipbuilding Industry Cluster are correlated with work rates that
exceed the minimum limits thatare specified in employmentcontracts.In
addition to increasing worker wages,flagship companies provided reward
systems thatallowed employees to embrace opportunities to participate in
shipbuildingproblem solvinganddecisionmaking.

Thisincreasedworkertrustandintrinsicrewardsandconsequentlytrustand
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intrinsicrewardsproducedpositiverelationshipsbetweenrewardsystemsand
organisationalcommitment and job satisfaction which helped to decrease
workplacestress.

Opportunitytoparticipateimpliesthattheflagshipcompaniestrustandvalue
theinputoftheemployeeandthattheworkerisseenasaresourcerather
than a commodity. This is a strongly held value within the Korean
Shipbuilding Industry Cluster.Totheworker,being valued and trusted are
importantandsatisfyingbenefitsgrantedbytheemployer.

Many incentives such as employment security,promotion opportunities,
assistance with work-family issues,and increased wages are very strong
indicators(whetherintentionalornot)oftheflagshipcompanies'concern for
andcommitmenttothewelfareoftheiremployees.

Flagshipcompanies,throughprovisionofthesescarceincentives(intoday's
workworld),areseenbyemployeesasbenefactors.

Blau's(1963)conceptofsocialobligation showsthatitisquiteplausible
(perhapsmademorelikelybecauseofdiminishingexistenceofthetraditional
psychologicalcontract)thathumanresourcepracticesperceivedbyemployees
tobeofhighvaluewillelicitfrom thoseemployeesthedesiretoenjoythe
continuedbenefitofsuchpractices.

Suchcontinuedbenefitisdependentupontheircontinuedemploymentwith
theemployer,andcontinuedemploymentisdependentonthecontributionthat
employeesmaketotheflagshipcompany.

Therefore,itisintheemployees'bestintereststoperform andcontributein
suchamannerastoensurethecontinuationofthesebenefits-inshort,to
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contributegreatereffort.

Socialreciprocitynormshavealsobeenpositedtofacilitatetheattainmentof
commitmentandbehaviourconsistentwiththatcommitment(Howard,1995).

Reciprocity has been suggested to be a ubiquitous and powerfulsocial
convention (Webley & Lea,1993),as wellas an antecedentofpositive
organisationalbehaviours(Brief& Motowidlo,1986).

Socialobligations in the flagship companies are engendered through the
perceptionoftheflagshipcompanyasabenefactortowhom somedegreeof
allegianceandloyalty,intheform ofperformanceandcontribution,isowed.

Thegreatertheperceivedcommitmentofthe"benefactor"flagshipcompany
to the employee,the stronger the influence of reciprocity norms is on
employeestoprovidegreatereffort.

As a result,in addition to the opportunity to contribute greatereffort,
employees in the Korean Shipbuilding Industry Cluster are stimulated by
psychologicalfactorsinherenttoincentivestocontributegreatereffort.

ThisisquitecontrarytothesituationinChineseshipyardswhereemployeesare
seenaseitherserfstobeexploitedorguanxiholdersprovidedwithasinecure.

5.3.3CooperationbetweenKoreanandNon-KoreanStaff

Increasingcompetitionresultingfrom theglobalandtechnologicalnatureof
marketshasheightenedtheneedforbusinessestorelyoncross-functionalnew
productteamstoproduceinnovationsinatimelymanner;yetethnicallydiverse
teams'inevitabledisagreementsoftenappeartopreventthisfrom happening.
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Intervieweesnoted thattheeffectoftask disagreementon team outcomes
dependedonhow freemembersfelttoexpresstask-relateddoubtsandhow
collaborativelyorcontentiouslythesedoubtswereexpressed.

TheScandinavianco-operativemodel(Hakanson,1987)hascometodominate
theBritish,Norwegian,German,SwedishandevenFrenchcompaniesthatare
involvedintheGlobalShipbuildingIndustryCluster.

This co-operative modelhas "spilled over"into the Korean Shipbuilding
IndustryClusterandKoreanmanagementandemployeeswereregardedasfreer
indisagreeingovertaskswithforeigncolleaguesthanKoreanmanagementand
staffinthecomparableKoreanMotorVehicleIndustryCluster.

5.3.4Inter-firm NetworksandInnovation

Therearethreemajordimensionsofsocialcapitalforinter-firm networksin
the Korean Shipbuilding Industry Cluster:socialinteraction,trustworthiness,
andsharedvision.

Allthree ofthese dimensions were regarded by interviewees as having
significanteffects,directlyorindirectly,onresourceexchangesandcooperation.

Thehigherthelevelofresourceexchangeandcooperation,thehigherthe
levelofproductinnovation.TheKoreaShipbuilders'Associationhasastrategy
to investin the creation ofsocialcapitalwithin the Korean Shipbuilding
IndustryClustertocreatevalue(KoreaShipbuilders'Association,2006).

Thestrategy emphasized thedevelopmentofinformalsocialrelationsand
tacit socialarrangements to encourage productive resource exchange and
cooperationandtherebypromoteproductinnovations.
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How do socialinteractions,trustworthiness and shared vision within the
KoreanShipbuildingIndustryClustercreatevalue?

Thetrustworthinessofstaffwithinflagshipcompaniesisessentialtosocial
interactions and shared vision. Unlike other Korean industry clusters
intervieweesnoted thattherewasahigh levelofgeographicaltransfersof
management staff to interact with the global clientele of the Korean
ShipbuildingIndustryCluster.

Thishighlevelofinteractionhascreatedahighvelocityofopeninformation
about the trustworthiness of staff. Reputations for trust were quickly
disseminatedthroughouttheKoreanShipbuildingIndustryCluster.Theshared
visionsorsuper-ordinategoalsoftheflagshipcompaniesstimulatedinnovation.

5.3.5SocialNetworks

Interpersonalrelationships between members of different companies and
individuals'perceptionsofinter-companyconflictarediscussedinthissection.

Although individualfriendships across companies were not regarded as
affectingperceptionsofinter-companyconflict,negativepersonalrelationships
wereassociatedwithhigherperceivedinter-companyconflict.

Perceptionsofinter-company conflictwererelated toindirectrelationships
throughfriends,andanamplificationeffectexistedduetothewideregional
andschoolbasednetworksinKoreansociety.

Toovercometheproblem ofnegativeperceptionsintheKoreanShipbuilding
IndustryClustertheKoreaShipbuilders'Associationhasdevisedstrategiesto
provideasharedvisionfortheclusterbypromotinggreatercooperation(Korea
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Shipbuilders'Association,2006).

This isachieved by providing interactiveactivitiesthatreduced negative
personalperceptionsasgreatercontactthroughsharedtasksreducesnegative
perceptions(Sherifetal1954).

TheKorean economy hastraditionally been seen asaresourcedependent
economywithitsonlyresourcebeingitshighlyeducatedworkforce.

Thisisespecially trueoftheKorean Shipbuilding Industry Clusterwhich
requireslargeinputsofsteel(smeltedfrom importedironore)andimported
energy and relies on the high quality of its workforce for its global
competitiveness.

Further research is needed to identify how to leverage the competitive
advantageoftheKoreanShipbuilding IndustryClusterinanenvironmentof
rapidlyrisingpricesforironore,coal,oilandnaturalgas.

5.4LimitationsandFutureDirectionsofResearch

Althoughthisstudymakesasignificantcontributiontotheliteratureandhas
importantmanagerialimplications,italso has severallimitations,and the
findingsmustbeinterpretedinlightoftheselimitations.

Firstly,the data was collected from self-reported questionnaires from
individualshipbuyerrepresentativesandmayhaveincludedindividualbias.

Future studies would use more objective measurements to reduce the
potentialforself-reportingbias.
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Secondly,thedatawascollectedfrom foreignshipbuyerrepresentativesand
mayhaveincludedculturalbias.ThisisinevitablefortheKoreanandJapanese
shipbuildingindustrieswherethebulkofpurchasesarebyforeignshipbuyers,

Ascanbeseenfrom Table4,theChineseshipbuildingindustry,however,is
dominated by domestic sales.Responses by Chinese shipbuyers may have
producedadifferentperceptionofrelationshipmarketingcomparedtoforeign
shipbuyers.

Further research would need to be done on the relationship marketing
expectationsofChineseshipbuyersvis-à-visnon-Chineseshipbuyers.
Thirdly,theresearch wasconfined toshipbuilding companiesand thusis
limited to the organisationalculture ofshipbuilding companies and as a
meta-group ofshipbuilding companies,the respective shipbuilding industry
clustersofKorea,JapanandChinarespectively.

Consequently,othercloselyrelatedentitiestoshipbuildingcompaniessuchas
steelsuppliers,componentandpaintsuppliers,willnotnecessarilyhavesimilar
researchoutcomes.

Thisopensaninterestingareaforfutureresearchinidentifyingthedriving
forces for relationship marketing for alltypes of companies within the
shipbuildingindustryclusters.

Fourthly,Korea,Japan and Chinahavedistinctnationalculturesand this
research wasnotdesigned tomeasureaspectsofeach nationalculturebut
aspectsoftheorganisationalculturesandtheirimpactonrelationshipmarketing
withineachshipbuildingindustry.

Furtherresearchisrequiredtoidentify whethertherelationshipmarketing



- 78 -

valuesofdifferentindustrieswithin eachnationalculturearesimilartothe
relationshipmarketingvaluesoftherespectiveshipbuildingindustryclusters.

Forexample,measuring thesimilaritiesbetweentherelationshipmarketing
strategiesoftheautomotiveindustry clusterofKorea,and theshipbuilding
industryclusterofKorea.

Fifthly,in the course ofthis research anecdotalevidence was revealed
indicatingthatforeignshipbuyerspreferredtobasetheirAsianoperationsin
KoreainsteadofJapanorChinawhichmayhaveconflatedtheresultsbetween
KoreanshipbuildingcompanyculturesandtheiroverallexperienceofKorean
cultureasawhole.

Although respondents were allexperienced engineers,navalarchitects or
managers and would provide professionalresponses rather than emotional
responsesfurtherresearchwouldbeneededtodisentangletheseissues.

ThisalsoraisestheissueofthereasonsbehindthedecisiontobaseAsian
operationsinKorea.AsthecostoflivingismuchhigherinJapancomparedto
KoreaitseemsobviouswhyKoreaispreferredtoJapanbutdoesnotexplain
theaversiontoChinainhousingexpatriatestaff.

Beingclosetothemostinnovativeindustryclustermaybethereasonand
thisisafurtheravenueofinvestigation.Comparisonscouldalsobedonewith
thepreferencesofnon-Asian companiesto locatestaffthatwork in other
industry clusters such as the automotive industry and the information
technologyindustry.
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ResourceDependencyoftheKoreanShipbuildingIndustryCluster

TheKoreanShipbuildingIndustryClusterisdependentonresourcesintwoways.

1)Resourceallocation:controloverhow muchofaresourceisaccessible
2)Resourceuse:controloverhow resourcescanbeused.

5.4.1ResourceAllocationandUseImplications

ResourceallocationisamajorconcernfortheKoreanShipbuildingIndustry
Clusteras the currentprice driverforsteeland energy is the booming
constructionindustryinChina.

In2005,ironorepricesfrom theworld'smajorexportersBrazilandAustralia
increasedby71.5% (Chessell,2005).

Indeterminingtheboundariesofresourceallocation,aresourcestakeholder
withdiscretionoverallocationonlyhaspowerifithasthe"abilitytoarticulate
acrediblethreatofwithdrawal"ofthoseresources(Pfeffer& Leong,1977:779).

For example,within the Korean Motor Vehicle Industry Cluster unions
continuously threaten to disruptproduction.Successive Korean governments
havebeenineffectualindealingwiththewithdrawalofhumanresourceswithin
theKoreanMotorVehicleIndustryCluster.

GiventhelackofsuccessbytheKoreangovernmentinthisareaofhuman
resource management the flagship companies in the Korean Shipbuilding
IndustryClusterhavedevelopedtheirownstrategiestomaintainhighquality
humanresources.

Resourceusehasbecomeasignificantdriverin theKorean Shipbuilding
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IndustryClusterwiththedangersofglobalwarmingbothintermsoftheneed
toconstructshipsefficientlyandtomanufactureenergyefficientships.

Environmentalpressurecomeform both lobby groupssuch asGreenpeace
andscientificknowledgewithincorporations.Forexample,themultinationaloil
companyShelldecidednottodisposeoftheBrentSparoilfacilityintheNorth
Atlanticfortworeasons;majorGreenpeaceprotestsinBritainandGermany
and concern within Shell by its own scientists of the environmental
consequencesofdisposingoftheBrentSparatsea(Jordan,2001).

Proponentsofglobalwarming theory havebegun toforcechangesin all
aspectsoftheglobaleconomy.Theimplicationsforresearchfortheresource
useperspectiveareclear.

From internationaltreaties,todomesticgovernmentlegislationtochangesin
consumerbehaviourtheeffectsofthethreatofglobalwarming to several
industrieshavebeenprofoundandinparticulartoenergyintensiveindustries
suchastheKoreanshipbuildingindustry.

TheKorean Shipbuilding Industry Clusterand theKorean MotorVehicle
Industry Cluster play a crucialrole in tackling the challenges ofglobal
warming.

Furtherresearchisneededtoidentifyhow thetwoindustriescancooperate
toaccessingcleanerenergyfortheirownindustries;andfortheindustrythat
ismostdependentonthesetwoindustriestheKoreanSteelIndustryCluster.

Cooperationonspillovereffectsinenginedesignfrom industryconsortiathat
arerivalsintheKoreanmarketplacebutalliesintheglobalmarketplaceare
alsoimpliedfrom thisresearch.
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How tobalancetheneedforcommercialconfidentialityandthebenefitsof
inter-industrycooperationisamajorchallengefacingtheKoreanShipbuilding
IndustryCluster.

5.4.2Competitionfrom China

A ThirdimplicationforresearchisthestrategyoftheChinesegovernment
to use intermediaries to attack the Korean Shipbuilding Industry Cluster
(ChosunIlbo,2007).

ByunderminingthefidelityoftheKoreanworkforcetheChinesegovernmentis
indirectlyunderminingtheviabilityoftheKoreanShipbuildingIndustryCluster.

AlthoughKoreanShipbuildingIndustrystrategiesarecurrentlysuccessfulthe
threatofpoachingKoreanshipbuildingconstructioncrewsandshipdesigners
byChineserivalsisgrowingyearbyyear.Thisimpliesthatfurtherresearch
needs to be done on how clustercooperation can fosterhuman resource
developmentandkeepjobsinKorea.

5.4.3SlackResourcesandInnovation

A fourthimplicationforfurtherresearchistheneedtoidentifystrategiesto
nurturehumanresourcesintheKoreanShipbuildingIndustryClusterashuman
resourcesare theprimary sourceofinnovation and sustainablecompetitive
advantage.

CyertandMarch(1963)havenotedthatslackresourcesareanecessarybut
notsufficientcondition forallocating resourcestoinnovation.In addition to
slack,innovationrequiresthestrategicintent,aswellasotherenablingflagship
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companyconditions,toinvestslackresourcesininnovation.

Theglobalshipbuildingindustrywentintoaslumpfrom about1992when
Hyundai,SamsungandDaewooallgreatlyexpandedtheirshipyardfacilities.

Ship pricesfellby almosta third between 1991 and 1999 and Japanese
shipbuilders restructured their operations and fired many oftheir veteran
engineers(ChoJ.S.,2007).

TheKoreanShipbuildingIndustryClusterresistedthepressuretodownsize
itsworkforceandhasreapedthebenefitsoftheupturninshipdemandand
higherprices.

Theexpectedglutofsupplyfrom Chineseovercapacitythreatensemployment
in the Korean Shipbuilding Industry Cluster, however, Korean flagship
companieswillbeableto leverageslack human resourcesby focusing on
improvingthequalityoftheirworkforcetrainingprograms.

PrestigeFactorswithintheKoreaShipbuildingIndustryCluster

A fifth implication forfurtherresearchishow tomaintain thefidelity of
workersintheKoreanShipbuildingIndustryCluster.

TherecentcasesofKoreanshipbuildingemployeeswhoattemptedtopasson
KoreanshipbuildingtechnologytoChinesecompetitors(valuedatapproximately
USD 40billion)demonstratestheresolveofChineseshipbuildingrivalstouse
unorthodoxstrategiestocompeteagainstKorea'sflagshipcompanies.

ByleveragingtheprestigeassociatedwithworkinginKoreanShipbuilding
IndustryClusterthefidelityofemployeescanbesustained.

Employeeswhoidentifystronglywiththeirorganisationsaremorelikelyto
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show asupportiveattitudetowardthem (Ashforth& Mael,1989)andtomake
decisionsthatareconsistentwithorganisationalobjectives(Simon,1997:284).

Hence,organisationsshouldengenderidentificationtofacilitatetheirfunctioning
(Cheney,1983;Pratt,1998).

Onestrategy could beto improvetheirperceived externalprestige,since
prestigehasbeenshowntopositivelyaffectorganisationalidentification(e.g.,
Mae1& Ashforth,1992).

Membersmayfeelproudofbeingpartofawell-respectedcompany,asit
strengthenstheirfeelingsofself-worthto"baskinreflectedglory."

Another,ratherneglected,managementinstrumentforengenderingidentification
isorganisationalcommunicationtoemployees.

AsCheney (1983)proposed,thecontentofemployeecommunication may
facilitate the identification process, it discloses the goals, values, and
achievementsofanorganisation.

Exposuretoan organisation'sidentity isconsideredfundamentaltogroup
identification(Dutton,Dukerich,& Harquail,1994).

5.4.4EmployeeCommunicationandOrganisationalIdentification

Identifying strategies to improve employee communication is a sixth
implicationofthisresearch.

Employee Communication is defined as "the communication transactions
betweenindividualsand/orgroupsatvariouslevelsandindifferentareasof
specialization that are intended to design and redesign organisations,to
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implement designs and to coordinate day-to-day activities" (Frank and
Brownell,1989:5-6).

Employeecommunicationisamultidimensionalconstruct.Employeesarenot
merelysatisfiedordissatisfiedwithcommunicationingeneral,butcanexpress
varying degrees of satisfaction about definite aspects of communication
(ClampittandDowns,1993:6).

Two particular components of employee communication are pertinent
antecedents oforganisationalidentification:(1)the contentoforganisational
messages as it concerns members' satisfaction with what is being
communicatedand(2)thecommunicationclimate,orhow theinformationis
communicatedwithinanorganisation.

5.4.5ContentofEmployeeCommunication

Theseventhimplicationisidentifyingthecontentofemployeecommunication.
Whereassocialcategorization wouldrequirethatemployeesreceiveadequate
information aboutwhatis centraland distinctive abouttheirorganisations,
self-categorization (Turner,1987) can be facilitated when employees are
providedwithusefulinformationabouttheirrolesinorganisations.

There is a difference between communication abouthow an organisation
deals with relevant organisational issues and communication about an
individual'spersonalcontributiontothecompany'ssuccess.

Beingwell-informedaboutorganisationalissues(suchasgoalsandobjectives,
new developments,activitiesand achievements)willenablean organisation's
memberstodiscoverthesalientcharacteristicsthatdistinguishthisorganisation
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from others(Duttonetal.,1994)andthusenhancesocialcategorization.

Thein-group(theorganisation)willbecomemoresalientandtransparentas
anobjectwithwhichtoidentify.Furthermore,repeatedexposuretoinformation
abouttheorganisationmayincreaseitsperceivedattractiveness(asinZajonc's
[I980]"mereexposureeffect")andmaythusreassuremembersthattheyworkfor
an organization thatisworthbeing associatedwith.In organisationsthatare
perceivedfavorablybytheirmembers,organisationalidentificationismorelikelyto
occur(Duttonetal.,1994),becauseitenhancesmembers'feelingsofself-worth.

5.5Conclusion

Figure8showsacomparativeanalysisofKorean,Japaneseand Chinese
shipbuildingmarketingstrategiesgiventheirrespectiveresourceconstraints.

<Figure8>ComparativeAnalysisofKorean,JapaneseandChinese
ShipbuildingMarketingStrategies
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TheJapaneseShipbuilding Industry Clusterhasmovedintoastrategy of
upstream integration due to its loss,through retrenchments,ofsubstantial
numbersofengineers.

TheChineseShipbuildingIndustryClusterhaslowerlabourcostsbutpoor
managementskills and there is little pressure from its mostly domestic
competitorstoimprovetheproductivityofitslabourforceandthequalityof
itsshipoutput.

ThestrongrelationshipsthatflagshipcompaniesintheKoreanShipbuilding
Industry Clusterhavedevelopedwithforeignshipbuyershaveinfluencedthe
organizationalcultureofKorean shipbuilding companiestoallow forproduct
differentiationofcomplexshipsthatrequirehighlevelsofcommunicationwith
foreignbuyers.

Thishasledtothedevelopmentofstrategiesofwesternstyleparticipatory
communication methodsofcommunicating totheirworkforcetocombatthe
traditionalKorean styleoftop-down managementprevalentin otherKorean
industryclusters.

Thishasenhancedworkeridentification andfidelity toflagshipcompanies
withintheKoreanShipbuildingIndustryClusterandconsequentlylowerrates
ofindustrialunrestandhigherratesofproductivitythanotherKoreanindustry
clusters.

OtherKorean industry clustersmay benefitfrom learning thelessonsof
internal and external relationship marketing that exist in the Korean
shipbuildingindustrycluster.
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Appendix1ManovausingRPlusProgrammingLanguage

<code>data <- Xdependent <- cbind(data$Korea,data$Japan,data$China) 

;question <- data$Question ;fit <- manova( dependent ~ question ) ;print ( 

fit) 

;print(summary.aov(fit));print(summary(fit,tests="Wilks"));print(summary(fit)) 

;</code>

<output>Rweb:> data <- X Rweb:> dependent <- 

cbind(data$Korea,data$Japan,data$China) ; Rweb:> question <- data$Question 

; Rweb:> fit <- manova( dependent ~ question ) ; Rweb:> print ( fit)  

Call:    manova(dependent ~ question)  Terms:                  question 

Residuals resp 1             23.378  4494.288 resp 2            

217.546  9977.762 resp 3            840.503 10184.337 

Deg. of Freedom         1      1402  Residual standard error: 1.790426 

2.667734 2.695208  Estimated effects may be unbalanced Rweb:> 

print(summary.aov(fit)); Response 1 :               Df Sum Sq Mean Sq 

F value   Pr(>F)    

question       1   23.4    23.4  7.2928 0.007007 ** Residuals   1402 

4494.3     3.2                     --- Signif. codes:  0 `***' 0.001 `**' 

0.01 `*' 0.05 `.' 0.1 ` ' 1    Response 2 : 

              Df Sum Sq Mean Sq F value   Pr(>F)     question       

1  217.5   217.5  30.568 3.84e-08 *** Residuals   1402 9977.8     7.1  

                    --- Signif. codes:  0 `***' 0.001 `**' 0.01 `*' 0.05 

`.' 0.1 ` ' 1  

  Response 3 :               Df  Sum Sq Mean Sq F value    Pr(>F)  

   question       1   840.5   840.5  115.71 < 2.2e-16 *** Residuals   

1402 10184.3     7.3                       --- Signif. codes:  0 `***' 

0.001 `**' 0.01 `*' 0.05 `.' 0.1 ` ' 1  
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 Rweb:> print(summary(fit,tests="Wilks"));             Df Pillai approx F 

num Df den Df    Pr(>F)     question     1  0.086   43.665      3   

1400 < 2.2e-16 *** Residuals 1402                                    

         

--- Signif. codes:  0 `***' 0.001 `**' 0.01 `*' 0.05 `.' 0.1 ` ' 1  Rweb:> 

print(summary(fit)) ;             Df Pillai approx F num Df den Df    

Pr(>F)     question     1  0.086   43.665      3   1400 < 2.2e-16 *** 

Residuals 1402                                             --- 

Signif. codes:  0 `***' 0.001 `**' 0.01 `*' 0.05 `.' 0.1 ` ' 1  Rweb:>  

Rweb:>  Rweb:>  

</output>
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Appendix2OpenEndedQuestionnaireHistory

Whenwasthecompanyfounded?

1.Describeyouroperations5yearsago(10yearsago)andcomparewithtoday.

2.Whathasyourrevenuegrowthratebeenoverthelast5years?

3.Whatweretheprimarydriversofthatgrowth?

4.Whatrolehavealliancesplayed?

5.Historically,how importanthavetheybeen?

BusinessDescription

Whatarethecompany'sproducts/services?

1.Inwhatmarketsandindustriesdoesthefirm participate?

2.How competitivearethese?

3.Whatdoesthefirm havetodotobesuccessfulinthesebusinesses?

4.Arealliancespartofastrategyforsuccessinthesebusinesses?



- 105 -

ALLIANCE

History

How didtherelationshipfirstbegin?

1.How didyouhearaboutthealliancepartner?

2.Whatkindofproduct/servicewereyoulookingfor?

3.Whatfactorscausedyoutoenterintothealliance?

3a)Whatfactorswouldcauseyoutoleavethealliance?
(Asopenendedquestiononpricevsquality)

4.Aretheythesameactorsthatkeepyouinvolvedtoday?

5.Isthehistoryofthisarrangementthesameordifferentthanthatofother
outsideties?

6.Isthere,orwasthereever,awrittencontract?

7.Werepersonalcontactsafactor?

8.How importantwasthealliancetoyourbusinesswhenitfirstbegan?

9.Hasthatchangedovertime?

10.Describe the exchange as itbegan and any importantstages in its
evolution.
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Product/serviceexchanged

1.Whatistheproduct,how isitmadeetc.?

2.Whatpercentageofsalesorcostofgoodssolddoesthisrepresent?

3.How hasthischangedovertime?

4.How importantistheexchangetoyourbusiness?

5.Isthebusinessrunasaprofitcentre?

6.Whatdoesittaketobesuccessful?

PresentSituation

1.Whatisthepresenteconomicvalueoftheexchange?

2.How importantistherelationshiptothecompany?

3.Whatisitsstrategiccontribution?

4.How wouldyoudescribethebenefitsyougetfrom thisarrangement?

5.Aretheyeconomiconly?

6.Ifother,weretheyalwayspresentordidtheyevolveovertime?

7.Doesyourcompanyhavemoreorlessleveragethanyourpartner?

a.Why?

8.Hasthisbalancechangedovertime?How?

9.Hastherelationshipenhancedyourcompetitiveposition?
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10.Hasithelpedyoutogrow?How?

11.Doyouseetheallianceasalongterm commitment?How long?

12.Arethereadvantages/disavantagesoflongversusshortterm commitment
inthissituation?

13.Describecommunicationbetweenthetwofirms?

14.Whoisresponsibleforthemanagementoftherelationship?

15.Whatarethecostsofmaintainingthetie?

16.How doyouquantifythose?

17.Havetherebeenanydisputes?How werethesehandled?

18.Hasitbeeneasy/difficulttomaintainthisalliance?

19.Whatexplainsthestabilityovertime?

20.Whatkindsofinvestmenthaveyoumadeinthisalliance?

Contract

Isthereawrittencontract?

1.How formalareyourdealingswiththeotherside?

2.Aretherestandardoperatingprocedures?

3.Aretheredisputeresolutionmechanisms?

4.Doyouuseanynon-marketpricingvariations?
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5.How doyoumeasureperformance?

6.Havethetermschangedoverthecourseoftherelationship?

7.How doyouexercisecontrol?

8.How doesthisarrangementcomparewithotheroutsiderelationships?

a.How typicalisit?

Subcontractingversusin-house

Whydidyouform anallianceinsteadofincorporatingtheactivityin-house?

1.Arethereadvantagesinthisarrangementcomparedtoverticalintegration?
Disadvantages?

2.How hard/easywoulditbetoreplacethisalliance?

3.Whatwouldbethegains/lossesandcosts?
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Appendix3BenchmarkingKoreanShipbuildingCustomerService

Thefollowingisaquestionnairedesignedtobenchmarkcustomerperceptions
of their experiences with Korean (K), Japanese (J) and Chinese (C)
shipbuilders.

Foreachstatementshownbelow pleaserateonascaleof0to10.

10StronglyAgree,5Neutraland0StronglyDisagree

# Question K J C
1 Thecompanyhasnegotiatedingoodfaithinthepast
2 Ithinkthatthecompanydoesnotmisleadus
3 Wefeelconfidentthatthecompanywon'ttakeadvantageofus

4
Ifanimportantdecisionneededtobemade,ourfirm wouldbe
willingtorelyonthecompanytomakeamutuallybeneficial
decisionwithoutourinput.

5 Wethinkthecompanyisopenindescribingtheirstrengthsand
weaknesseswithus

6 Ifeelthatthecompanynegotiatesjointexpectationsfairly

7
Face-to-facemeetingswehavewiththe companytakelonger
thanthemeetingsheldwithmostofourother
suppliers/customers.

8 Wehavemoreelectroniccommunicationwiththe companythan
inmostofourotherrelationships

9 Ifthisexchangerelationshipwiththe companywasterminated,
itwouldbeverydifficulttomakeupthelostsupply

10 Wedonothavegoodalternativestotherelationshipwiththe company

11 Weneedthisrelationshipwiththe companytoaccomplishour
organisation'sobjectives

12 Myorganisationishighlydependentonthe company
13 The companyhasdemonstratedtheirdependabilityinthe

performanceofouragreement.
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# Question K J C
14 Inmyopinionthe companyisreliable.
15 The companyisflexibleinresponsetorequestsforchangesin

thecharacteristicsoftherelationship
16 Wehaveinvestedsubstantiallyinpersonneldedicatedtoour

relationshipwiththe company
17 Wehaveprovidedsubstantialproprietaryexpertiseand/or

technologytoourrelationshipwiththe company
18 Wehavemadesignificantinvestmentsindedicatedequipmentor

dedicatedsupportsystemstoourrelationshipwiththe company
19 Wehavemadesignificantinvestmentsincapitalassetsdedicated

toourrelationshipwiththe company
20 Informationexchangewiththe companyisaidedbyits

investmentinahighlevelofelectronicinterfacecapability
21 TheCustomerServiceDepartment(CSD)staffaremoreefficient

andpoliteindeliveringtheservicethanIexpected
22 The CSDstaffshow careandconcernformeabovewhatis

normallyexpected
23 The CSDstaffaremorefriendly,helpful,orcourteousthan

whatIexpected
24 Thespeedofresponsestoqueriestothe CSDisfasterthanIexpected
25 Myrequeststothe CSDareaccuratelyfilled
26 Ioftenpersonallymeetwith CSDstaff
27 The CSDlistenstofeedbackonhow toimproveservicequality
28 The CSDstaffprovidescorrectinformation
29 The CSDstaffoftenconsultondecisions
30 The CSDstaffareapproachable
31 The CSDstaffconsultonprogress,problemsorchangeswhich

mayimpactuponmyactivities
32 The CSDstaffareconstantlyavailabletohelpme
33 The CSDstaffreliablyhandleconfidentialinformation
34 The CSDstaffdiscreetlyhandlesensitivesituations
35 The CSDemployspeoplethatarequalifiedtoundertaketheirjobs
35 Paperworkfrom the CSDneverdelayssolutionstomyproblems
37 IwouldhighlyrecommendtheCSDtomycolleagues

Forthefollowing2questionspleaseansweryesorno. Yes No

38 RelativetotherestofmysupplierbaseImostlybuyfrom Korea
39 RelativetotherestofmysupplierbasemostofmycostsarefromKorea
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Appendix4KoreanCorrelations

Q1 Q2 Q3 Q4 Q5 Q6 Q7 Q8 Q9 Q10 Q11 Q12 Q13 Q14 Q15 Q16 Q17 Q18 Q19 Q20

Q7 0.63 0.78 0.49 0.71 0.77 

Q8 0.62 0.43 0.39 0.46 0.33 

Q9 0.49 0.57 0.33 0.58 0.61 

Q10 0.65 0.60 0.32 0.63 0.59 

Q11 0.61 0.61 0.41 0.61 0.71 

Q12 0.54 0.59 0.41 0.40 0.49 

Q13 0.50 0.58 0.32 0.50 0.75 

Q14 0.61 0.79 0.41 0.65 0.73 

Q15 0.62 0.59 0.41 0.56 0.58 

Q16 0.63 0.79 0.42 0.68 0.77 

Q17 0.59 0.69 0.46 0.72 0.67 

Q18 0.61 0.67 0.42 0.60 0.75 

Q19 0.55 0.62 0.37 0.47 0.55 

Q20 0.54 0.65 0.35 0.58 0.66 

Q21 0.76 0.58 0.40 0.58 0.62 0.67 0.59 0.39 0.71 0.64 0.60 0.70 0.60 0.60 0.61 

Q22 0.60 0.70 0.19 0.52 0.63 0.60 0.54 0.53 0.71 0.53 0.60 0.55 0.61 0.58 0.61 

Q23 0.76 0.77 0.48 0.69 0.75 0.66 0.51 0.65 0.80 0.76 0.77 0.77 0.71 0.66 0.68 

Q24 0.65 0.64 0.65 0.59 0.70 0.68 0.66 0.56 0.74 0.69 0.70 0.63 0.73 0.66 0.56 

Q25 0.63 0.59 0.39 0.54 0.67 0.74 0.48 0.62 0.74 0.52 0.71 0.60 0.61 0.52 0.55 

Q26 0.72 0.80 0.37 0.66 0.70 0.69 0.58 0.67 0.81 0.68 0.82 0.75 0.75 0.64 0.66 

Q27 0.71 0.58 0.47 0.57 0.72 0.68 0.55 0.50 0.67 0.74 0.57 0.66 0.66 0.71 0.64 

Q28 0.73 0.84 0.54 0.60 0.64 0.63 0.59 0.52 0.85 0.66 0.79 0.76 0.67 0.64 0.62 

Q29 0.72 0.76 0.47 0.64 0.73 0.77 0.44 0.68 0.76 0.74 0.76 0.76 0.78 0.70 0.71 

Q30 0.81 0.66 0.31 0.72 0.66 0.65 0.58 0.57 0.76 0.70 0.78 0.75 0.54 0.62 0.61 

Q31 0.63 0.71 0.17 0.60 0.51 0.46 0.44 0.57 0.60 0.44 0.60 0.59 0.61 0.40 0.52 

Q32 0.72 0.72 0.50 0.55 0.76 0.67 0.56 0.48 0.72 0.75 0.67 0.71 0.73 0.70 0.66 

Q33 0.65 0.74 0.46 0.63 0.65 0.66 0.49 0.52 0.74 0.71 0.76 0.67 0.72 0.59 0.64 

Q34 0.74 0.77 0.46 0.65 0.64 0.73 0.57 0.60 0.79 0.69 0.77 0.67 0.77 0.63 0.71 

Q35 0.71 0.65 0.35 0.51 0.72 

Q36 0.60 0.64 0.36 0.55 0.56 
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Appendix5JapaneseCorrelations

Q1 Q2 Q3 Q4 Q5 Q6 Q7 Q8 Q9 Q10 Q11 Q12 Q13 Q14 Q15 Q16 Q17 Q18 Q19 Q20

Q7 0.89 0.77 0.74 0.85 0.83 0.86 

Q8 0.77 0.76 0.80 0.78 0.75 0.77 

Q9 0.72 0.72 0.67 0.73 0.74 0.75 

Q10 0.84 0.79 0.74 0.83 0.76 0.77 

Q11 0.83 0.81 0.60 0.82 0.71 0.78 

Q12 0.73 0.65 0.74 0.70 0.67 0.80 

Q13 0.87 0.80 0.71 0.82 0.82 0.78 

Q14 0.81 0.82 0.75 0.85 0.87 0.80 

Q15 0.79 0.68 0.77 0.83 0.70 0.77 

Q16 0.84 0.75 0.73 0.84 0.82 0.84 

Q17 0.79 0.84 0.68 0.85 0.76 0.75 

Q18 0.81 0.85 0.78 0.89 0.84 0.78 

Q19 0.76 0.83 0.73 0.82 0.84 0.78 

Q20 0.77 0.82 0.73 0.72 0.77 0.66 

Q21 0.76 0.74 0.81 0.79 0.78 0.80 0.73 0.74 0.70 0.80 0.78 0.81 0.78 0.68 

Q22 0.82 0.85 0.72 0.84 0.70 0.84 0.76 0.86 0.80 0.87 0.76 0.84 0.82 0.74 

Q23 0.81 0.70 0.76 0.74 0.68 0.66 0.71 0.84 0.72 0.79 0.74 0.77 0.77 0.58 

Q24 0.85 0.81 0.76 0.79 0.71 0.75 0.77 0.90 0.83 0.82 0.75 0.78 0.82 0.77 

Q25 0.80 0.74 0.79 0.82 0.84 0.69 0.88 0.83 0.75 0.81 0.86 0.86 0.85 0.85 

Q26 0.80 0.66 0.71 0.85 0.72 0.69 0.82 0.83 0.75 0.77 0.81 0.83 0.78 0.75 

Q27 0.85 0.76 0.70 0.70 0.76 0.77 0.77 0.86 0.80 0.82 0.80 0.75 0.80 0.71 

Q28 0.77 0.79 0.78 0.70 0.79 0.76 0.71 0.78 0.78 0.78 0.79 0.87 0.74 0.61 

Q29 0.75 0.68 0.72 0.75 0.72 0.71 0.81 0.86 0.77 0.75 0.79 0.80 0.81 0.78 

Q30 0.83 0.75 0.77 0.78 0.66 0.76 0.77 0.79 0.79 0.82 0.73 0.74 0.81 0.66 

Q31 0.83 0.78 0.79 0.83 0.83 0.75 0.82 0.82 0.76 0.84 0.83 0.89 0.83 0.75 

Q32 0.82 0.83 0.70 0.81 0.73 0.74 0.76 0.88 0.81 0.83 0.76 0.85 0.87 0.77 

Q33 0.89 0.80 0.73 0.85 0.80 0.80 0.82 0.82 0.82 0.85 0.76 0.85 0.85 0.74 

Q34 0.79 0.72 0.77 0.77 0.84 0.77 0.75 0.82 0.77 0.82 0.74 0.73 0.78 0.71 

Q35 0.85 0.84 0.76 0.85 0.83 0.84 

Q36 0.79 0.78 0.70 0.82 0.71 0.79 
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Appendix6ChineseCorrelations

Q1 Q2 Q3 Q4 Q5 Q6 Q7 Q8 Q9 Q10 Q11 Q12 Q13 Q14 Q15 Q16 Q17 Q18 Q19 Q20

Q7 0.78 0.84 0.79 0.82 0.83 0.75 0.75 

Q8 0.70 0.74 0.83 0.76 0.75 0.79 0.79 

Q9 0.75 0.84 0.79 0.85 0.74 0.80 0.80 

Q10 0.81 0.72 0.84 0.69 0.82 0.79 0.79 

Q11 0.69 0.77 0.72 0.83 0.70 0.75 0.75 

Q12 0.88 0.81 0.89 0.71 0.84 0.79 0.79 

Q13 0.83 0.83 0.85 0.82 0.86 0.90 0.90 

Q14 0.76 0.73 0.82 0.80 0.75 0.74 0.74 

Q15 0.78 0.80 0.89 0.77 0.87 0.82 0.82 

Q16 0.85 0.83 0.88 0.84 0.89 0.89 0.89 

Q17 0.69 0.72 0.77 0.81 0.64 0.84 0.84 

Q18 0.76 0.81 0.80 0.80 0.78 0.86 0.86 

Q19 0.84 0.78 0.85 0.72 0.86 0.86 0.86 

Q20 0.75 0.70 0.74 0.77 0.82 0.79 0.79 

Q21 0.79 0.78 0.83 0.69 0.83 0.87 0.79 0.87 0.94 0.73 0.87 0.85 0.79 

Q22 0.73 0.78 0.83 0.77 0.84 0.85 0.80 0.82 0.83 0.76 0.79 0.78 0.76 

Q23 0.53 0.68 0.63 0.71 0.77 0.69 0.79 0.61 0.70 0.68 0.67 0.66 0.55 

Q24 0.79 0.71 0.82 0.77 0.88 0.88 0.74 0.87 0.88 0.77 0.83 0.88 0.80 

Q25 0.84 0.82 0.84 0.77 0.86 0.89 0.80 0.89 0.92 0.81 0.87 0.87 0.84 

Q26 0.77 0.84 0.79 0.82 0.85 0.90 0.79 0.85 0.90 0.80 0.85 0.86 0.83 

Q27 0.74 0.74 0.61 0.67 0.68 0.75 0.76 0.72 0.74 0.64 0.71 0.80 0.80 

Q28 0.78 0.80 0.71 0.70 0.81 0.77 0.77 0.74 0.83 0.75 0.83 0.75 0.72 

Q29 0.72 0.72 0.73 0.86 0.77 0.80 0.83 0.79 0.80 0.73 0.77 0.71 0.69 

Q30 0.77 0.85 0.80 0.82 0.84 0.89 0.85 0.84 0.88 0.78 0.80 0.87 0.77 

Q31 0.77 0.83 0.80 0.71 0.80 0.89 0.77 0.83 0.93 0.77 0.80 0.87 0.81 

Q32 0.70 0.77 0.81 0.76 0.86 0.79 0.78 0.78 0.85 0.69 0.78 0.76 0.65 

Q33 0.84 0.74 0.80 0.74 0.86 0.84 0.77 0.83 0.91 0.77 0.80 0.86 0.83 

Q34 0.70 0.72 0.88 0.71 0.82 0.83 0.74 0.80 0.85 0.68 0.76 0.78 0.71 

Q35 0.84 0.79 0.85 0.70 0.84 0.81 0.81 

Q36 0.88 0.88 0.88 0.87 0.85 0.86 0.86 
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Appendix7ComparisonofMeans

Comparison of Means
Z scores Means Standard Deviations

Korea 
Japan

Korea 
China Korea Japan China Korea Japan China

1
The company has negotiated in good faith in 

the past 
-0.78 5.50 8.4 8.6 7.2 1.02 0.77 0.76 

2 I think that the company does not mislead us 0.87 4.92 8.7 8.4 6.9 1.68 1.27 1.26 

3
We feel confident that the company won't 

take advantage of us
5.05 18.07 8.3 6.2 2.3 1.59 1.81 1.17 

4

If an important decision needed to be made, 

our firm would be willing to rely on the 

company to make a mutually beneficial 

decision without our input.

6.61 17.98 8.3 6.2 2.5 0.85 1.66 1.72 

5
We think the company is open in describing 

their strengths and weaknesses with us
-0.54 20.18 8.7 8.9 2.2 1.14 1.46 1.55 

6
I feel that the company negotiates joint 

expectations fairly
1.44 10.07 8.5 8.1 4.3 1.03 0.93 2.24 

7

Face-to-face meetings we have with the  

company take longer than the meetings held 

with most of our other suppliers/customers.

2.69 -11.22 5.1 4.3 8.6 1.22 1.32 1.42 

8

We have more electronic communication with 

the  company than in most of our other 

relationships

2.82 7.54 8.9 8.2 7.2 1.19 1.06 0.68 

9

If this exchange relationship with the  

company was terminated, it would be very 

difficult to make up the lost supply

8.37 1.55 9.3 7.2 8.9 1.11 1.00 1.02 

10
We do not have good alternatives to the 

relationship with the  company
26.35 9.25 8.3 2.2 4.3 0.73 1.17 2.49 

11
We need this relationship with the company 

to accomplish our organisation's objectives
7.11 -2.36 7.6 5.2 8.3 1.25 1.58 1.25 

12
My organisation is highly dependent on 

the company
20.79 5.24 8.3 2.2 6.8 1.18 1.30 1.25 

13
The  company has demonstrated their dependability 

in the performance of our agreement.
0.26 -0.39 8.3 8.2 8.3 0.91 0.92 0.90 

14 In my opinion the  company is reliable. 0.64 10.47 9.3 9.1 6.1 0.94 0.90 1.57 

15

The  company is flexible in response to 

requests for changes in the characteristics of 

the relationship

10.93 19.62 8.4 4.5 2.2 1.13 1.83 1.51 

16
We have invested substantially in personnel 

dedicated to our relationship with the company
14.16 6.73 7.2 2.2 5.2 1.34 1.61 1.14 
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Comparison of Means
Z scores Means Standard 

Deviations
Korea 
Japan

Korea 
China Korea Japan China Korea Japan China

17
We have provided substantial proprietary expertise 

and/or technology to our relationship with the company
11.08 0.60 8.3 4.2 8.2 0.99 2.01 0.98 

18

We have made significant investments in dedicated 

equipment or dedicated support systems to our 

relationship with the  company

1.41 -15.90 3.1 2.5 8.2 1.57 1.76 1.12 

19
We have made significant investments in capital assets 

dedicated to our relationship with the company
4.00 -19.52 3.5 2.2 8.1 1.18 1.51 0.80 

20
Information exchange with the  company is aided by its 

investment in a high level of electronic interface capability
-0.22 0.85 9.1 9.1 8.8 1.09 1.06 1.13 

21
The Customer Service Department (CSD) staff are more 

efficient and polite in delivering the service than I expected
6.68 11.88 8.8 6.8 5.3 1.22 1.25 1.24 

22
The  CSD staff show care and concern for me above 

what is normally expected
4.13 12.43 8.5 7.2 5.0 1.18 1.38 1.21 

23
The  CSD staff are more friendly, helpful, or courteous 

than what I expected
3.19 11.68 8.4 7.6 5.2 1.05 1.23 1.28 

24
The speed of responses to queries to the  CSD is 

faster than I expected
7.33 28.78 9.2 7.3 2.2 0.82 1.31 1.20 

25 My requests to the  CSD are accurately filled -1.92 23.25 8.8 9.3 2.2 1.08 0.73 1.33 

26 I often personally meet with  CSD staff 1.04 4.37 9.4 9.3 8.5 0.74 0.84 1.11 

27
The CSD listens to feedback on how to improve 

service quality
7.05 27.69 9.1 7.4 2.6 0.83 1.18 1.16 

28 The  CSD staff provides correct information -4.28 13.51 8.8 9.7 4.2 1.08 0.62 1.74 

29 The  CSD staff often consult on decisions -3.95 15.74 7.2 8.3 2.2 1.35 0.94 1.36 

30 The  CSD staff are approachable 0.00 17.07 8.8 8.8 4.1 0.96 0.96 1.33 

31
The  CSD staff consult on progress, problems or 

changes which may impact upon my activities
-0.07 12.16 6.2 6.3 2.0 1.81 1.73 1.06 

32 The  CSD staff are constantly available to help me 0.65 38.53 9.5 9.4 2.1 0.65 0.80 0.96 
33 The  CSD staff reliably handle confidential information -5.71 27.73 8.2 9.4 1.2 0.81 0.96 1.28 
34 The  CSD staff discreetly handle sensitive situations 0.44 6.60 8.2 8.1 6.5 0.78 0.84 1.30 

35
The  CSD employs people that are qualified to 

undertake their jobs
3.36 27.70 9.2 8.4 2.5 0.85 1.10 1.16 

36
Paperwork from the  CSD never delays solutions to 

my problems
5.77 25.63 8.4 6.8 1.4 1.05 1.27 1.25 

37 I would highly recommend the CSD to my colleagues 0.65 15.94 9.2 9.1 5.1 0.93 0.87 1.25 

38 Relative to the rest of my supplier base I mostly buy from … 10.55 7.35 7.5 3.5 5.4 1.23 1.95 1.27 

39
Relative to the rest of my supplier base most of my 

costs are from …
11.59 5.89 8.5 4.5 6.8 1.00 1.83 1.44 
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