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ABSTRACT 
 

Date  : June 3, 2010 

Level  : Master Thesis (EFO705, 15 credits) 

Authors : Nalinee Techakajornpanya (nta09001) 

   Piyaporn Srikiatikul (msl09001) 

Title  : Organization Structure and Coordination Mechanisms of a Japanese 

   multinational company : a case study of Tokai Carbon Co., Ltd. 

Tutor  : Leif Linnskog 

Problem : 

How does Japanese company coordinate with its subsidiaries in Thai and Chinese markets? 

Purpose :  

To describe organization structure of Japanese company as well as compare how 

headquarters coordinates with its subsidiaries in Thai and Chinese markets. Also, this thesis 

will give benefits for the academics and managers of other multinational corporations. 

Method :  

Qualitative approach and comparative design are implemented in this thesis meanwhile 

secondary data from internet, documentary research and primary data from semi-structured 

interview through telephone & email are used for collecting information. More importantly, 

Tokai Carbon is chosen as a case study to understand organization structure and its 

coordination between Japanese company and Thai & Chinese subsidiaries. 

Conclusion : 

The organization structure and coordination should be concerned in multinational 

corporations. Tokai Carbon Co., Ltd. as a multinational Japanese company who runs business 

and establishes various subsidiaries in worldwide mostly centralizes power to headquarters. 

Also, Tokai Carbon Co., Ltd. applied means of formal and informal coordination in order to 

cooperate between Tokai Carbon Co., Ltd. (headquarters) and Thai Tokai Carbon Product 

Co., Ltd (Thai subsidiaries) & Tokai Carbon Tianjin Co., Ltd. (Chinese subsidiaries). With 

respect to formal and informal mechanisms, these two mechanisms are similarly implemented 

in collaboration between headquarters and Thai & Chinese subsidiaries. Nonetheless, there 

are a few differences on informal tools in form of lateral relations and socialization. 

Keywords : Organization Structure, Coordination Mechanism 
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1.INTRODUCTION 
 

This section firstly identifies the reasons of investment in foreign countries which firms should 

consider the importance of structure and cooperation across border. Furthermore, it also describes 

the objective of thesis about organization structure and coordination mechanism of Japanese 

company which the outcomes will benefit for the academics and managers of other multinational 

corporations. Finally, two major limitations are described in this section as well.  

 

1.1 BACKGROUND 

 

Under the existing heavy competitive environment, most companies have to compete with 

rivals both internal and foreign countries.  It is included the small firms or multinational 

companies. Resulting from this circumstance, the competent companies also intend to seek 

opportunities to expand their businesses to overseas. There are several factors which 

influenced on investing internationally. (Wongpiya, n.d.) Firstly, at the beginning stage, the 

companies may lose market segment in domestic, thus, they need to find the new markets in 

other countries. Secondly, some businesses are forced to increase the number of customers in 

order to manufacture mass products to obtain the economy of scale with lower operating 

expenses. Thirdly, the major customers of multinational company are also expanded when 

their businesses went abroad caused from the service requirement from customers in that 

country. Fourthly, not every business can produce goods in order to respond customer’s 

requirement under the different physical environment. Many firms should try the best effort 

in order to develop their own products and create competitive advantage over others. Last but 

not least, capital requirement is assumed to be an important factor to the investment in 

foreign countries due to lower interest and better incentive rates. (EvVefy, 2010) 

 

Japan is one of among various nations which expanded their businesses globally and invested 

considerably in the heavy industries with high technology such as automotive industry, 

electronic equipment and metal industry (illuminant, 2008) While Thailand and China are 

two attractive countries and well known as the production base for foreign investors due to 

having low labor costs and geographic location advantage (Fiscal Policy Office, 2007). 

However, Japanese companies also face the problem of lack of good infrastructure network, 

incapable labor problem which may dilute the business climate and attraction to the Japanese 

investor. Actually, many Japanese companies already enter Thailand with huge investment 

amount of money in Thailand with the purpose of relocation of production factory base as the 

suppliers and maintain the existing customers (Department of International Economic 

Affairs, 2007). Japan required the production capacity expansion in order to find the new 

market potential, respond Chinese’s market demand, export to global market and finally in 

summary to gain the production competitive advantage in China. (EconNews, 2001) 

Furthermore, benefits from investing in China not only are emphasised on lower labor costs 

but also, obtained more efficient production costs including the improved advance 

technologies.  
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In addition, due to the above mentioned attractive reasons, Japan entered into the investment 

in various industries in Thailand and China especially automotive and other related industry, 

such as Carbon Black industry. Carbon is also considered as industrial raw material for 

rubber compounds especially in the tire industry consisting of 80 percent of carbon black. 

Furthermore, carbon black is also utilised when producing the printing ink of the 

photocopying machine and painting colors. It clearly represents the relationship between 

automobile production and carbon products. (Hisazumi, n.d.)  Besides, referring to carbon 

black industry, the world demand of carbon black is projected to increase 4.3 percent in 2013 

supported by rubber world market. The demand for tire industry is forecasted to augment 3.7 

percent whilst the non-tire market is predicted to rise 4.8 percent in the year of 2013. (World 

carbon black industry, 2010) Moreover, on the one side, in China, the carbon black market 

tends to grow since its tire industry and motor vehicle are continuously and rapidly expanded 

which is driven by China’s economic growth (Ibid). On the other side, in Thailand, the 

economics is forecasted to rise which is likely to have the great effect on automobile and 

rubber demand including carbon black as well (The Stock Exchange of Thailand, 2010). 

 

According to the reasons to expand its business to the foreign markets, its targets are to 

minimize costs and maximize profits. Some companies may start exporting to neighboring 

countries geographically and then, when they gain more experience and expertise about the 

demand and requirements of those specific countries, they finally decided to expand 

investment into those countries. (Brennan & Gravey, 2009, p.122) The more distance the 

firms pass through, the more significant structure and coordination to be concerned. It is due 

to the firms need to be organized in order to adapt structure to fit environmentally and 

systematically changes. At the same time, the coordination between head office and 

subsidiary is inevitably considered as critical mechanism in handling with collaborative 

problems of whole company.  

1.2 RESEARCH PROBLEM 
 

Initially, most of companies establish the structure to respond the domestic demand and 

market. Thus, when firms decide to expand their business to global market, they need to 

reengineer their structure and operation procedures in order to match the required activities in 

those countries. The more the firms internationalize, the more they gain experiences such as 

production, market conditions and customers.  This affects the firms that not only require 

more complex structure in order to respond more business lines, but also is necessary to 

design strategies suitable the environmental changes. However, each organization creates and 

adjusts its structure differently depending on size, strategies, culture and nature of business 

firm. Structure is established to the staffs who work and coordinate within organization in 

order to meet the company objectives. Also, the firms have to recognize the changing 

contexts of business. Furthermore, no specific structural format has been built up and suitable 

to every organization therefore, top management should evaluate circumstances and apply the 

most appropriate structure for organization in accordance with different environment. It is 

believed that the most effective and efficient structure can enhance firms to become 

successful and work effectively. (Sirikul, 2001, p.127-129) 
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In addition, not only organization structure is one of the important factors which should be 

realized, coordination mechanism is also an essential method in organizing the relation 

between parent company and subsidiaries. Martinez and Jarillo’s study gives definition of 

coordination mechanism as, "Any administrative tool for achieving integration among 

different units within an organization" (Crowston, n.d.). Additionally, when each individual 

or division has to deal with others, coordination is a vital weapon in fulfilling the same 

objective, finally reaching the organization’s accomplishment. Under the unstable external 

environment requires effective coordination in order to reduce double work and conflicts 

within the firm. (Department of Juvenile Observation and Protection, n.d.) 

 

As mentioned above, since organization structure and coordination are the key factors of the 

companies to manage efficiently and effectively, it is attracted by Japanese companies which 

have diversified to various countries in several continents in order to respond customers’ 

demand and also meet their satisfaction. As a result, the subsidiaries have connected the 

mother company in term of structure, performances and overall management so as to create 

mutual benefits and harmony of the whole organization. According to the above reasons, 

some companies become successful due to having efficient administration but some fail due 

to lack of effective communication. Thus, we are interested in how Japanese companies set 

up their organization structure and coordinate within its subsidiaries. 

1.3 RESEARCH QUESTION 

 

Based on research problem, the proposed research question is formulated to conduct our 

thesis: 

 

 “How does Japanese company coordinate with its subsidiaries in Thai and Chinese 

markets?” 

 

- Keywords : Organization Structure, Coordination Mechanism  

 

1.4 AIM OF THESIS 

 
The objective of the thesis is to describe the organization structure of Japanese company as 

well as compare the coordination mechanism between headquarters and its subsidiaries in 

Thai & Chinese markets. In the scope of study, particular case is based on comparing Thai 

and Chinese subsidiaries with the headquarters in Japan in order to understand how Japanese 

company coordinate the operations with its subsidiaries and which pattern which Japanese 

corporation are structured.  

1.5 LIMITATIONS 
 
It is mainly focused on organization structure and coordination between headquarters and 

subsidiaries. During investigation process, the significant limitations are found and divided 

into two main issues. The first obstacle is the limited short period of time in conducting the 
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thesis project in order to respond the answer to the research question. Other is difficulty of 

getting access to all primary and internal information of every subsidiary based on interview 

process and secondary data in order to understand overall company. Thus, it is successfully 

confirmed by allowing to access data only two subsidiaries locating in Thailand and China 

which will be brought as the case study by comparing the coordination between headquarters 

and these subsidiaries in representing the whole Japanese company.  

1.6 TARGET GROUP  

 
This thesis is anticipated to obtain knowledge of studying the organization management and 

coordination mechanism between headquarters and subsidiary especially Japanese company 

as the case study. Therefore, the outcomes of the thesis will create the useful benefits to all 

who are interested in international business field and applying it for academic purpose as well 

as for top management or managers of other multinational corporations realizing the 

importance of firm’s structure and coordination.  
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2.LITERATURE REVIEW 
 

 

In this section, relevant theories are discussed directly to the aim of thesis. Also, relevant literature 

are explored and considered so as to draw a conceptual framework in the next section. According to 

this, organization structure and coordination mechanism are the main themes based on various 

scholars such as Solvell & Zander, Martinez & Jarillo, etc. 

 

Referring to literature review, we select relevant theories to answer our research question. In 

this section, the literature review is discussed which based on previous journal studies. The 

main topic is not only highlighted on organization structure of MNC to understand firm 

characteristics, but also concerned with the coordination mechanism between headquarters 

and subsidiaries. On the one hand, our discussion regarding three types of organization 

structure is explained by Sölvell & Zander as well as other relevant perspectives about 

structure which is done by other scholars. On the other hand, the discussion on various 

aspects of coordination mechanism is required to present as it is viewed to be essential issues 

suggesting by Martinez and Jarillo. Based on this discussion above, we come up with the 

conceptual framework combining them in the next section. 

2.1 ORGANIZATION STRUCTURE 

 

2.1.1 THE SIMPLE HOME-BASED MODEL 

 

In the home-base model, the core activities are most centered at the home country such as 

strategic decision making, research &development, core manufacturing, and so on while the 

peripheral activities such as sales & marketing, product modifications, assembly, services, are 

performed at subsidiaries. In other words, when home base of every business within the 

company is situated in the home country, it can be called as the characteristics of “Simple 

home-based Model”, or best described as a constricted geographical area. (Sölvell & Zander, 

1995, p. 20) 

 

Regarding the home base, the global company can be categorized as an insider in the house 

country (which is usually equivalent to the home base), who connects to other actors 

(customers, suppliers, competitors, etc.) in network both formal and informal ways. 

Furthermore, the company as an insider has to keep up with the governmental departments, 

native research and educational bodies, and other essential players. The geographical and 

cultural linkages with close relationship of actors are viewed as of a specific intensity and 

quality, apart from the relations that cut across countries. All of the mentioned above, it 

means that the firm will gain the benefits for rapid distribution of information and 

knowledge. Besides, it provides basic coordination leading to continuous developments. 

(Sölvell & Zander, 1995, p. 20) 
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In this context, the home base is concerned as center for the vital activities for learning and 

experimentation within the corporation. Moreover, it comprises the fundamental for the 

development of competitive advantage. Meanwhile, the worldwide subsidiaries’ network is 

crucial for appropriation, exploitation and global efficiency. (Sölvell & Zander, 1995, p. 20) 

 

Another related description of this theory is written by Howard V. Perlmutter (as cited in 

Hedlund, 1986) who a pioneer in criticizing the evolution of multinational business. In 

Perlmutter’s view, there are three different types of MNC – ethnocentrism, polycentrism, 

geocentrism. (Hedlund, 1986, p.12) 

 

In the view of ethnocentrism, the most existing firms have gradually set up the business on 

national basis focusing on near location and familiarity. Then they continued going 

internationalization far away from the mother country by investing in incrementally 

committing forms to other countries. In common, the managers are sent from home country 

to each subsidiaries and a lot of rotation is performed between headquarters and subsidiaries. 

The management and control style are different according to manner in the home country. 

The foreign subsidiaries carry out the operational functions rather than the strategic ones. 

Strategies are formulated at center, subsidiaries’ role is to follow and implement. Subsidiaries 

have low autonomous. Money, know-how and products are delivered from home country to 

its subsidiaries for investment. It can be seen that the relationship between the center and 

subsidiaries in the MNC are basically sequential. The division of labor is vertical, up-stream 

activities are carried out at center, while the down-stream operations are conducted at 

periphery. The chain of command is derived from the top served as the hierarchy, subsidiaries 

are tightly controlled by the center through orders. (Hedlund, 1986, p.12-13) 

 

Concerning with the home-based model, it may be suitable for organization that requires 

subsidiaries to perform uncomplicated operations and easy to control which shows HQs does 

not give much authority to subsidiaries. 

 

2.1.2 THE MULTI-HOME BASED MODEL 

 

When the subsidiaries also performed the core functions such as core manufacturing, R&D, 

and so on, the differences between core and peripheral functions are vague. It is obvious that 

the core activities are not conducted only at home country base but also at other foreign 

bases. This phenomenon can be called as the multi-home-base structure as the firm is 

separated the individual line of business and diversifies to the foreign subsidiaries to be the 

centers of competence, some based in home country and some based in other countries. This 

allows the company to strengthen the specific area of business from foreign subsidiaries by 

approaching to advanced customers, specialized labor pools, and near competition with 

leading rivals. The mode of entry into the foreign subsidiaries is most mergers and 

acquisitions, that encourage headquarters to add important feathers in technologies or product 

lines and created a crucial mass of excellent competence outside the country of origin. 

(Sölvell & Zander, 1995, p. 24) 
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The second step of multinational business’s evolution which is called “Polycentrism” occurs 

when the subsidiaries get more involved in management, then they are more self-sufficient. 

Additionally, subsidiaries independently operated and made strategic decisions based on their 

own operations in their local market. Hence, the rotation of personnel is less. The 

headquarters takes the calculative control over them, focuses on financial results. Economies 

of scope and scale are the significant criterion decisions on countries to invest including the 

size of the host market. Acquisitions are more appropriate than green-field investments in 

order to gain the expertise in that market and reduce the uncertainty of ventures which favor 

for market solutions rather than hierarchy. (Hedlund, 1986, p.13-14) 

 

Regarding to the multi-home base model, the organization allows the subsidiaries to be 

individual and independent, HQs doesn’t take much control over them. It may be appropriate 

for the organization that has several bases of business in many countries. 

  

2.1.3 THE HETERARCHICAL MODEL 

 

As Perlmuttter (as cited in Hedlund, 1986) mentioned about “life cycle of 

internationalization”, geocentrism is in the last stage, describing the MNC in term of 

subsidiaries’ actions that have to consider the overall company, not only their own market. 

Resulting from the same rivals that some subsidiaries may face together, so subsidiaries that 

have specific advantages are to exploit these advantages for the global wide in MNC. 

(Hedlund, 1986, p.15-16) 

 
According to Hedlund (1986), heterarchical MNC is another similar characteristic of this 

phenomenon that will be explained in more details. The first characteristic is that it has many 

centers, it means that the core competences or competitive advantages are not limited only to 

the home country but scattered into other subsidiaries. In general, each subsidiary is the 

center for one another and coordinate activities in one field and other peripheral agents for 

local spread in another. In other words, it implies that heterarchy has different kinds of 

centers that each subsidiary performs the specific areas of competences. “There is not one 

overriding dimension superordinate to the rest”. (Hedlund, 1986, p.15-16) 

 

Besides, subsidiary managers are responsible for implementing and formulating strategies at 

a corporate level, not only for their own subsidiaries but for whole MNC. In other words, 

subsidiaries are forced to think as a whole, not bounding to its area. It implies as “a firm as a 

brain” (Hedlund, 1986, p.26) which means the subsidiaries are the important actors who drive 

the forces of overall corporate’s business rather than a “brain of the firm” (Ibid.) which 

means the subsidiaries focus and center the capabilities of their own only. What’s more, they 

have freedom to select suppliers for components, customers for selling products as well as the 

governance mode such as joint venture. (Ibid.)  

 
Another description of heterarchy is the control style. Subsidiaries are primarily controlled 

through norms, and second control through coercive and calculative regulations. 
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“Management style”, “corporate culture”, “cultural control” is the outstanding style of 

heterarchical control (Hedlund, 1986, p.24) 

 

Hologram is the special kind of heterarchical structure, where the information is stored at 

each part of the entire organization. The strategies, principles and information are spread all 

over the organization through the advanced technology. In addition to the distribution of 

information, rotation of personnel within the firm is also the good rapid transfer of 

information. Finally, the heterarchy focus on problem- orientation as leading strategy 

formulation rather than rivals’ positions or physical resources. (Hedlund, 1986, p.24-27) 

 

For heterarchical model, it suits with the organization that needs the information including 

corporate strategies and norms to share throughout the entire firm so they can perform and 

achieve the same goals of the organization. The organization structure in this model requires 

the cooperation between HQs and its subsidiaries and among its subsidiaries.  

 

2.2 COORDINATION MECHANISM 

 

Apart from the importance of firm’s structure, multinational company increases production 

capacity to host countries where are both close or far away from home country, no matter 

how the distance is short or long, it is still important issue to be concerned because mother 

company has to coordinate its operations globally with subsidiary companies in order to 

control and manage business effectively. Based on going through several articles, we found 

relevant and interesting articles suggested by Martinez & Jarillo (1989) who expresses the 

essence of coordination mechanism since MNC are forced to adapt their strategies which 

need more multidimensional coordination in accordance with global environmental changes. 

According to the articles, coordination mechanism is classified into two main groups namely, 

formal or structural mechanism and informal mechanism. The details of each category are 

shown in figure 1 as below; 
 

 

 

 

 

 

 

 

 

Figure 1 : The list of the most common mechanism of coordination. 

Source:  Martinez & Jarillo, 1989, p.491  
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2.2.1 THE FORMAL OR STRUCTURAL  MECHANISMS 

 

According to Martinez & Jarillo (1989), formal or structural mechanisms are categorized 

into five forms. Each has different characters which organization can be realized and 

considered the importance of these mechanisms since they enhance the efficiency of 

firms in term of performance and management. 

• THE DEPARTMENTALIZATION 

With reference to the first formal mechanism, departmentalization may be identified 

as the type of work within organization which is separated among its divisions (Price, 

1968, p.362). Similarly, departmentalization or clustering activities exist internally in 

organizational unit under the division of labor concept (Martinez & Jarillo, 1989, 

p.491). When the firm’s activities encounter the diverse kinds of stochastic contexts, 

the proprietor has to evaluate both costs and benefits related when establishing 

manifold particular divisions. The advantage of departmentalization is to provide 

more suitable incentive and match with uncertain activities whereas the disadvantage 

is to augment the requirement and quantity of managerial positions.  It infers that the 

company owner has to handle the larger amount of individuals who can only presume 

constrained risk. (Gal-Or, 1993, p.293) 

 

Moreover, departmentalization concept could also be applied in organization structure 

with the aspect of home-based and heterarchical model. In term of home-based, firm 

has a group of core functions such as strategic decision-making unit, manufacturing 

department and also research development division, within specific geographical area. 

(Solvell & Zander, 1995, p.20) On the other hand, heterarchical organization 

comprises various centers. It creates a set of divisions and subdivisions in the global 

level.  Many divisions are divided into regional and country subunits in accordance 

with geographical limitation. The heterarchy comprises a combination and 

multidimensionality of principles arrangement such as products, customer and 

functions which represent the essence of coordinating activities across all dimensions 

(Hedlund, 1986, p.22). This complex organization requires departmentalization when 

firm becomes grower and larger, the hierarchy control is ineffective to undertake the 

control of organization (Hedlund, 1993, p.210). It is shown that departmentalization 

assist in organizing the firm systematically, allocating jobs clearly and also 

communicating within organization effectively.     

• CENTRALIZATION OR DECENTRALIZATION OF DECISION MAKING  

Regarding the centralization, all decision-making are centered at top management 

level under the line of command (Martinez & Jarillo, 1989, p.491). Likewise, Bolman 

& Deal believed that one of the simplest way of organizing people, units and divisions 

is appointment of a boss with formal authorities. Authorities can be empowered to 

managers, executives or presidents who are formally taken responsibilities in 

managing activities to accomplish the targets/goals. Moreover they are assigned to 

have additional duties to make decisions, figure out conflicts, resolve problems, 
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evaluate output and performances as well as management control by rewards and 

punishments. The line of command is shown under the hierarchy of management with 

authority to control subordinates. However, the authority works effectively under the 

condition that it is officially recognized and accepted by people at lower levels and 

permitted by superiors. (Bolman & Deal, 2003, p.51) 

 

Besides, in case the headquarters and subsidiaries, centralization is indicated that the 

headquarters applied hierarchical authority to control over the decisions of varied 

subsidiaries (Nohria & Ghoshal, 1994, p.492). Centralization’s effectiveness 

decreases when local resources managing by subsidiaries increase since subsidiaries 

probably disagreed and objected the control of hierarchy from headquarters (Ibid., 

p.493). Furthermore, centralization and decentralization are also mentioned in 

hierarchy and price role. Hierarchy is described by centralized information and the 

use limited behavior. The hierarchy obtains information from employees and delivers 

to the boss.  All information will be evaluated to create organization plans and then 

passed back to all employees in the form of the directive modes. Also, the individuals 

assigned their right to the managers in making decisions concerning resources instead. 

(Hennart, 1991, p.75) Concerning price role, the market information is completely 

decentralized and individuals are informed by price system (Ibid.). Based on 

Hennart’s idea, price system gives power to individuals to make their own decision 

therefore the benefits come from individual’s performance and it shows that the 

company decentralize power to individuals. Additionally, individuals have to gather 

information and decide on the specific products by their own discretion. (Ibid., p.74-

75) Decentralized information steps away from losses due to information transfer   

which is perceived sub-optimization trouble unless price offer the accurate and 

suitable information. Hence, centralization information is the solution of hierarchy 

even though this decreases individual incentives to gather information and also lead to 

the information loss. (Ibid., p.79) 

 

In conclusion, centralization and decentralization concepts are described as the locus 

of decision-making not the mechanism for accomplishing coordination and control 

(Rugman & Verbeke, 1992, p.768). Furthermore, it is possible that “administrative 

centralization and participative decentralization may be implemented simultaneously 

by multinational company” (Rugman & Verbeke, 2004, p.15). This can be implied 

that adopting centralization or decentralization depending on setting structural format 

since some organizations such as small firms which will be more appropriate to adopt 

centralization due to easily control.  For larger company, it will be more advantage in 

selecting and implementing both mechanisms in accordance with job descriptions and 

rules.   

• FORMALIZATION AND STANDARDIZATION 

Formalization and standardization refers to job descriptions, regulations, policies and 

usual procedures which are written down as instructions for organization when 

establishing standard of daily behaviors (Martinez & Jarillo, 1991, p.432). Policies, 
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rules and standard operating procedures constrain behavior but encourage 

organization to perform in the same way. Rules create work conditions and identify 

standard in order to do tasks successfully, deal with issues individually, and connect 

to external contexts. It does not assure that identical circumstances are managed 

similarly and equally, but also decline "particularism" relating to particular topics 

privately which does not involve the firm's goals. (Bolman & Deal, 2003, p.51) 

Meanwhile, standard operating procedures decrease the difference in job 

performances which desire few mistakes.  However, standard operating procedures 

may fail under unpredicted circumstances (Ibid., p.52).  

 

In addition, formalization means that all subsidiaries decisions are made in 

accordance with procedures, regular behaviors and formal rules as well (Nohria & 

Ghoshal, 1994, p.492). More importantly, formalization is described under the topic 

of differentiate fit which displays the connection between headquarters and subsidiary 

in MNC so as to match the context of subsidiary. The structure and the relation 

between headquarters and subsidiary is clearly differentiated to suit unique 

environment of subsidiary and the state of resource. (Ibid., p.491-492) As the 

environmental intricacy of subsidiary increases, the effectiveness of formalization and 

centralization declines because the environment becomes more complex which leads 

to not only increasing the local knowledge of subsidiary but also the higher autonomy 

of subsidiary is required to be flexible  in decision making. (ibid., p.493) According to 

this, formalization is applied to each subsidiary which follows the rules, policies and 

procedures differently so that headquarters can check and monitor subsidiary 

performances. It can be inferred that in order to protect the dispute and show 

discipline across headquarters and subsidiaries, formalization is concerned as another 

vital tool.  

• PLANNING 

A scheme is identified systems and process such as strategic planning and budgeting 

as planned and communicated to be a guideline and practice of organization (Martinez 

& Jarillo, 1989, p.491). Furthermore, action planning indicates time frame and 

methods in order to make a decision and take actions. Action planning works in the 

most effective way when it is clearer to evaluate how the regular work is processed 

not to judge whether its goals are achieved. This is frequently taken place in service 

businesses. (Bolman & Deal, 2003, p.53)  

 

Additionally, concerning the price system, when headquarters set the goals for the 

subsidiaries which are called as independent profit center, the subsidiaries are free to 

maximize their profits and fulfill goals or plans as formulated by headquarters. These 

profits generated by subsidiaries are considered as award on their performances. 

(Hennart, 1991, p.84) This can be implied that planning should be designed carefully 

because it is an essential tool to support the goal accomplishment of organization. If 

the plan is not fully understood, clearly identified to carry out, it may cause the 

negative effect to the motivation and performances of employees. 



 
 

12

• OUTPUT AND BEHAVIORAL CONTROL 

Concerning the output control which is known as performance control, documents or 

reports to be sent out from each unit within organization will be assessed by top 

management (Martinez & Jarillo, 1989, p.491). Similarly, performance control 

anticipates objective results (ex. Increase sales by five percent next year) without 

indicating the outcomes to be accomplished. Also, it can be measured or stimulated 

when targets are specified without confusion and measurable. Nevertheless, it may 

not succeed if goals are vague, difficult to measure and doubtful. (Bolman & Deal, 

2003, p.52) Contrary to output control, behavioral control or personal control is made 

through watching carefully and personally of subordinate behavior (Martinez & 

Jarillo, 1989, p.491). 

 

In addition, another perspective of Hennart also involves with output and performance 

control in terms of price and hierarchy control respectively. In relation to price 

system, employees are awarded in accordance with their output. When outcomes are 

constrained by cost measuring, it is leaded the individuals to cheat the company. As a 

result, hierarchy is implemented to resolve the cheating problem. (Hennart, 1991, 

p.79) On the other hand, if the outputs are able to be gauged easily and the subsidiary 

experiences to fulfill the required objective and gain more knowledge than 

headquarters, headquarters assigns subsidiary managers more freedom to acquire 

maximum profit and award them. This leads to better achievement outcomes when 

comparing to controlling their behavior directly from instruction of headquarters. 

Consequently, price system is suitable method for this circumstance. Concerning 

behavior control, it monitors employees’ behaviors. If subsidiary performance is 

difficult to measure, and headquarters has better knowledge than its subsidiary, the 

hierarchy control is more appropriate mechanism to be adopted. (Ibid., p. 81, 84) This 

can be presumed that the implication of output control or behavior control depends on 

organization policy. It may be more effective should the firm could apply both two 

controls in order to resolve problems in different circumstances.  

 

2.2.2 THE INFORMAL AND SUBTLE MECHANISMS 

 

In contrast to formal mechanism, informal and subtle mechanism is another important 

coordination mechanism proposed by Martinez and Jarillo (1989). This tool constitutes 

three normal patterns; lateral or cross-department relations, informal communication and 

socialization.  

• LATERAL OR CROSS-DEPARTMENT RELATIONS 

Lateral relations are directly contrary to formal structure which allows managers from 

various departments to keep in touch directly to one another in order to share ideas or 

solve problems in specific purposes (Martinez & Jarillo, 1991, p.432). Similarly, as 

organizations start to be more complicated, the technologies become sophisticated, 

and environments seem confusion and lack of order, the requirement for lateral 

communication increases very quickly. Also, supplemental face-to-face coordination 
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tools are essential. Task forces occur when new opportunities or problems need 

collaboration in particular purposes. For example, firms who invest heavily in high-

technology industry trust in task forces or project teams to cooperate improvement 

and development of new products whilst managerial committees collect the data for 

strategic decision making. In some organizations, the committees, called as murder 

boards, have to arrange the meetings in order to inspect proposals from employees. 

(Bolman & Deal, 2003, p.53-54) 

 

Besides, heterarchical organization also focuses on coordination which headquarters 

role is tightly connected to its subsidiaries. More importantly, this type of 

organization has not been limited to one place as the main source of improving 

competitive advantages, nonetheless, the development of technology is fostered 

internally and externally by relying on the competence of global coordination. 

(Solvell & Zander, 1995, p.29-30) This represents to lateral communication 

thoroughly within MNC. To sum up, lateral coordination has both benefits and 

drawbacks. For instance, although task force boosts creative ideas and combines 

particular problems, it takes attention away from continuing current issues (Bolman & 

Deal, 2003, p.55). Supposing that, lateral relations mechanism boosts to communicate 

and work quickly. This not only increases the efficiency of employees’ performances, 

but also it brings and fosters unity to organization as well.  

• INFORMAL COMMUNICATION 

In contrast to formal structural communication, informal communication not only 

complements formal communication well, but also, it is network creation among 

managers who work in different parts of firms by contacting personally, participating 

in corporate meetings, conferences, trips, informal visits and rotation of managers. 

These activities result in subsidiary’s loyalty creation towards headquarters. However, 

lateral relations diverse from informal communication because it is not concentrated 

on particular task. (Martinez & Jarillo, 1991, p.432)  

 

In addition, the heterarchical organization which is defined as hologram because all 

information is kept in every part of firm, concerns rotation of managers and 

employees in all levels so as to exchange and transfer knowledge and information 

within the firm. More importantly, doing rotation is an important mechanism for 

organization since learning and firm’s memory can be stored safely. (Solvell and 

Zander, 1995, p.26) Besides, informal communication and official meetings are 

significant pattern of coordination. Every organization has meetings regularly. For 

instance, Board of director discusses ideas in order to reach the decision on designing 

policy (Bolman & Deal, 2003, p.53) Finally, official or unofficial meeting creates 

opportunity for conversation and decision, nevertheless, it takes risk to spend money, 

time and energy as well (Bolman & Deal, 2003, p.55). To conclude, this can presume 

that informal communication provides better coordination between headquarters and 

subsidiaries since the managers in one area can contact to others directly and quickly 

and rotation enhances managers’ knowledges to view in different ways. 
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• SOCIALIZATION 

Organization culture is significant since it is developed through socialization process 

by sharing information with others regarding values and goals of company, way of 

practice, decision-making mode. Hence, system of beliefs which organization is based 

on will be internalized by the senior management of organization during the whole 

period of time and create loyalties. This process is acted by headquarters and 

subsidiary managers who attend training and have rotations among them and receive 

rewards in proper ways. (Martinez & Jarillo, 1991, p. 432)  

Besides, shared values is considered to be the solution of problem-solving in 

complicated organization by socializing all people within organization to have a 

common set of goals and values so as to reduce their different interests and encourage 

the understanding of mutual interdependence. (Nohria & Ghoshal, 1994, p. 493) 

Furthermore, values and norms are created through training, selection and rotation of 

subsidiary managers to open communication between subsidiaries and headquarters as 

well as among subsidiaries themselves in order to adopt a group of shared values. 

(Ibid., p. 494) Creating shared values between headquarters and subsidiaries denotes 

to an optional solution to manipulation problem in MNC (Ibid., p.499). However, 

managing subsidiaries by setting shared values and beliefs does not mean that no 

hierarchical structure is applied to govern the relation between headquarters and 

subsidiaries. On the other hand, creating common values is focused on across every 

subsidiary and differentiated formal structure is not constructed explicitly in order to 

control various subsidiaries. Additionally, shared values approach is concerned with 

normative cultural control as well. (Ibid., p. 494-495) More importantly, socialization 

is implied as tacit behavior control which employees just require to fix beliefs in their 

mind by repeating many times with firm’s philosophy. They do not desire to be 

checked and obtain particular answers; however, they can reach answers or final 

decision by considering carefully from the proper rule in any circumstance. (Hennart, 

1991, p.82) This can be assumed that socialization is one of efficient mechanisms of 

controlling subsidiaries in overseas since it encourages employees in creating 

harmony within firm and all people have the same goal to fulfill. 
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3.CONCEPTUAL FRAMEWORK 
 

 

 In this section, after writing critical literature, the conceptual framework is developed based on 

relevant literature in order to connect to research question. 

 
 

In our thesis, this conceptual framework is drawn in order to clearly express the concepts 

regarding MNC’s organization structure and control mechanism between headquarters and its 

subsidiaries. Hence, two relevant theories comprise structure of MNC and coordination 

mechanism of MNC. 

 

 

 

 

 

 

 

  

 

 

 

 

The purpose of this model (seen in figure 2) is to show the scope area of our study that 

focuses on the relationship between headquarters and its subsidiaries in two aspects, 

organization structure and the coordination. The concept of Sölvell & Zander is applied to 

describe the structure of MNC in three types. The first phenomenon of organizational 

characteristics of the MNC is home base model which discusses that core activities are at the 

home country. The second approach is multi home-based model that allow other countries to 

be centers of competence. Finally, heterarchical model is explained in details that each 

subsidiary is the center for one another and responsible to think as a whole. Meanwhile, we 

will additional use the concept of Hedlund that has the similar ideas of this phenomenon.   

At the same time, the article of Martinez & Jarillo (1989) has been emphasized concerning 

the coordination between headquarters and subsidiaries. It could be categorized into structural 

Figure 2 : Conceptual Framework 

Source: Own model  
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and informal mechanisms. On the one hand, formal or structural mechanism the extent of 

hierarchical control consists of formalization and standardization, departmentalization, 

centralization or decentralization, planning, output and behavior control data. On the other 

hand, informal or subtle mechanism the extent to which unofficial coordination is adopted, 

includes cross departmental relations, unofficial communication and socialization. Other 

scholars’ researches have also been used to explain those phenomena in various perspectives. 
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4.RESEARCH METHODOLOGY 

 

 In this section, a research methodology is described to explain how and what methodology to be 

implemented. Discussion of this chapter is categorized into six parts which include choice of 

literature resources, choice of company, research approaches, research design, data collection 

methods and quality aspects. 

 

4.1 CHOICE OF LITERATURE RESOURCES 

 

In order to gather relevant data to accomplish the purpose of study, we clearly highlight in 

searching literature sources and documents through library of Malardalen University. 

According to this, electronic databases such as DIVA, ELIN@Malardalen, Google Scholar, 

and JSTOR are used to obtain academic journals and relevant articles respectively. What’s 

more, textbooks are also borrowed from library in order to seek suitable research methods. 

Besides, search engines like Google, Yahoo are applied for getting other information. 

 

4.2 CHOICE OF COMPANY 

 

In this thesis, we are motivated by writing thesis regarding Japanese structure and its 

coordination between headquarters and subsidiaries since Japanese company, Tokai Carbon 

Co., Ltd. has been a large firm which has expanded business in worldwide and has 

subsidiaries in various countries. After the initial investigation, we were interested in 

comparing coordination between Japanese headquarters and Thai subsidiary (Thai Tokai 

Carbon Product Co., Ltd.) & U.S.A. subsidiary (Tokai Carbon U.S.A., Inc.) Unfortunately, 

U.S.A. company are unable to grant us the opportunity in conducting thesis due to the 

inaccessible information. Consequently, we requested Thai subsidiary to contact with other 

subsidiaries which can provide us accessible data. With assistance of TCP, Chinese 

subsidiary (Tokai Carbon Tianjin Co., Ltd.) is company which agrees to support us 

information in order to apply for academic purpose. Finally, the topic of thesis is emphasized 

on Tokai Carbon’s structure and its coordination between headquarters and subsidiaries in 

Thailand & China. 

 

4.3 RESEARCH APPROACHES 

 

Basically, there are two types of research approach that are applied in conducting the 

research, namely quantitative and qualitative approach.  

 

Referring to quantitative research, this approach is used to affirm or deny the existing or 

known theories or models in digit form. Zikmund defined quantitative research not only as 

the determination of the quantity or amount of some phenomenon that is formed in terms of 

numbers, but also focuses on generalizing by directing to a lot of entities and only at a few 

numbers (Zikmund, 2003, p.111). Additionally, quantitative research involves the implication 
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of statistics through conducting the large number of survey method such as structure 

interviews and questionnaires. For example, while walking on the streets, the market-

researcher requests the pedestrians/people to stop in order to fill in a questionnaire or it has 

been delivered to the target group by post. (Dawson, 2002, p.15) Both face to face interviews 

and telephonic interviews are considered as the tools used to collect quantitative data hence, 

these outcomes received from interviews seem to be very beneficial source of qualitative 

information as well (searchingmarketinguk, 2007). Moreover, this kind of research can reach 

much more people by contacting these people which is quicker when comparing to 

qualitative research (Dawson, 2002, p.15). 

 

In contradiction to quantitative research, qualitative research is applied when the topic of 

interest has not been well recognised or never been conducted in business literature or in the 

academic purpose. Thus, gaining in-depth knowledge is required to search from the basic 

understanding and development of academic theories. Besides, the focus of qualitative 

research has not involved the digits but on observations and words such as telling stories, 

seeing portrays, explaining habits, appearance and interpretations. (Zikmund, 2003, p.111) 

Moreover, qualitative research searches and discovers behavior, opinions and experiences by 

using these methods such as making interviews or focus groups. It tries to obtain very 

detailed information from interviewees. Furthermore, due to being concerned with behavior, 

experience and attitudes which are significant, not many people could participate in this type 

of research. However, the communication with these people is likely to take longer time. 

Under the qualitative research, various methodologies are involved such as action research, 

feminist research and grounded theory and ethnography. (Dawson, 2002, p.15-16) 

 

In addition, mixed research approach is found in many studies which applied strategies from 

querying process that relates to gather data consecutively in order to clarify the research 

problem. Obtained information is concerned with numeric data by using tool and written 

information by making an interview so that all database comprise of both quantitative and 

qualitative data. The mix approach is applied to represent the best of two methods (Creswell, 

2003, p.18-20).  

 

In conclusion, it could not finalise that which type of research to be better. Nevertheless, both 

of them have different procedures (seen in figure 3), strengths and weaknesses (Dawson, 

2002, p.23).  

 

Quantitative Approach Qualitative Approach 

Emphasis on testing and verification Emphasis on understanding   
Focus on facts and/or reasons for social 
events 

Focus on understanding from 
interviewee‘s/information‘s point of view 

Logical and critical approach Interpretation and rational approach 
Controlled measurement Observations and measurements in natural 

settings 
Objective “outsider view” distant from 
data 

Subjective “insider view‘ and closeness to 
data 

Result oriented Process oriented 
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Quantitative Approach Qualitative Approach 

Hypothetical-deductive; focus on 
hypothesis testing 

Explorative orientation 

Particularistic and analytical Holistic perspective 
Generalization by population 
membership 

Generalization by comparison of properties 
and contexts of individual organism 

  

 

 

Based on the purpose of this thesis, it emphasizes on the learning about the organization 

structure of Tokai Carbon Co., Ltd. and mechanism to coordinate its subsidiaries. Therefore, 

qualitative research is more appropriate and applied in order to obtain the in-depth 

information regarding these themes. Since the data of management of organization structure 

including the coordination between headquarters and subsidiaries are quite confidential and 

specific pattern of the firm, it is necessary to have deeper understanding about management 

in term of structure and controlling subsidiaries. Additionally, some advantages of adopting 

qualitative research are found. First, since qualitative research focuses small sample group, 

the information should be obtained as much as possible. Second, methods of data collection 

can be mixed and flexible depending on circumstances. Third, the importance of interviewees 

is considered because it is assumed that the interviewees could participate in conducting 

qualitative research than quantitative research. Last, qualitative data can be used to support 

quantitative data more clearly, validly and reliably. (Chompukum & Sungsuttipong, 2009, 

p.18) In conclusion, qualitative research enhances to gather valuable data from the opinions 

of interviewees acting as an inside source of information who keeps the confidential details of 

information. As a consequence, it is decided that qualitative research will be the most 

appropriate method to conduct and apply in this thesis.  

4.4 RESEARCH DESIGN  

Research design is indicated as the connection between the obtained data, research questions, 

and the conclusions explained by a study of Yin (1989).  The research design is categorized 

into five types namely experimental design, cross-sectional design, longitudinal design, case 

study design and comparative design. (Bryman & Bell, 2007, p.44) 

Starting with experimental design, it involves selecting several independent variables in order 

to define the factors effecting on dependent variables. (Bryman & Bell, 2007, p.44) 

Moreover, it is believed that both manipulated and experimental groups are required to 

compare the further step on before and after being controlled (Ibid., p.45). Secondly, it is 

called as cross-sectional design which mentions to gather measurable and numerable 

information through implementing questionnaire and processing the interview in some cases 

at a specific time in order to build relationship between two or among three variables. 

Additionally, conducting the survey is also often connected with cross-sectional research 

environment. (Ibid., p.55) Thirdly, it is known as longitudinal design which is adopted to 

particular changes within contexts, industries or organizations.  A sample population is 

required by survey method in many different times and events so as to discover the effect of 

Figure 3: The difference in qualitative VS quantitative methods 

Source: Ghauri and Grønhaug, 2002, p.85  
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independent variables during that period of time.  Due to cost and time limitation, this design 

gets slightly involved. (Ibid., p.60-61) Fourthly, case study design which involves with the 

complicated and specific case can be applied as a single case or multiple cases. In relation to 

single case, it means individual, organization, location and event whilst multiple cases may 

refer to a quantity of parents, several universities or two diverse careers. (Ibid., p.64 ; 

Gillham, 2000, p.1) Finally, the comparative design is one of the most effective ways 

utilising implicit knowledge. This type of design is acted by representing in parallel two 

diverse parts or circumstances as well as requesting participants to give the details verbally 

concerning their differences. Besides, even though this method to be changed easily, it can be 

applied as supplement to other methods by comparing a few cases to express contradiction. 
(Pentti Routio, 2007)  

The purpose of thesis is to understand the organization structure of MNC and coordination 

mechanism between headquarters and subsidiaries. Therefore, in order to analyze those 

themes and see clearer picture of MNC, it is essential to compare between two subsidiaries. 

According to this, it is realized that studying only a single case study is not sufficient whereas 

applying multiple cases is more appropriate since it enhances more reliable information as 

expressed in the thesis. Initially, it is focused on foreign different countries where 

multinational company, Tokai Carbon co., Ltd. expanded its business by setting up 

subsidiaries. However, due to the difficulties of accessing information, two subsidiaries in 

Thailand and China are reached, namely Thai Tokai Carbon Product Co., Ltd. (TCP) and 

Tokai Carbon Tianjin Co., Ltd. (Tokai Tianjin) in order to apply comparative study to denote 

its similarities and differences in term of governing or communicating within and across 

countries. In addition, Dry & Wilkins (as cited in Thomas, 2004, p.129) argues that in-depth 

information is necessary to case study research because it creates more deep understanding 

and creates valuable theory while multiple cases provide lower quality of understanding and 

theory. Accordingly, it is attempted to analyze each information of headquarters and two 

subsidiaries and then make comparison between them. This not only helps us paying attention 

more on overall details, but also representing to use comparative design so as to support and 

grasp the case more obviously. 
 

4.5 DATA COLLECTION 

 

There are certainly two methods of data collection for conducting the research. In the thesis, 

the implementation of both primary and secondary data is conducted.  

 

4.5.1 PRIMARY DATA  

 

The advantage of using primary data resulted that the researcher can obtain the data which is 

specific and responsive consistently to the research problem and research objective. In 

contrary, the disadvantages of this approach are time-consuming and high cost of getting 

access to those data caused from difficulty. Besides, the researchers may apply the 
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inappropriate methods in analyzing the data, therefore, the reliability of the result will be in 

questions. (Ghauri and Grønhaug, 2002, p.81-82)  

 

The primary data is imperative to acquire information directly in order to understand more 

clearly the coordination among MNC in the research. Therefore, interviews are the most 

appropriate tool to go straightforward to our aim of thesis.  

In the form of interviews, three types of interview are discussed. 

Open interview is an informal conversation that interviewer allows the respondent to answer 

freely in specific areas of study and provide some guideline and cues during conversation but 

respondent commonly steers the conversation (Fisher, 2004, p.133). 

Pre-coded interview is contrarily controlled by researcher. The interviewer inquired the 

respondent based on the set of prepared questions in a logical sequence (Fisher, 2004, p.133). 

Semi-structured interview is the medium means between those two methods. The 

interviewer has a major issues and topics to be followed. However, the respondent is allowed 

to discuss the topics independently, concurrently more questions had been developed to 

explain the topics in detail (Fisher, 2004, p.133). 

In the thesis, it is decided to collect data through e-mail and phone interview. Owing to 

getting close relationship with the management staff of Thai Tokai Carbon Product Co., Ltd., 

it enables to initiate an interview through telephone with Ms. A (called as interviewee No.1 in 

empirical findings), assistant export sales manager in order to obtain in depth information. On 

the other hand, the e-mail interview had been used to inquire and receive response data from 

Mr. B (called as interviewee No.2 in empirical findings) who is an assistant planning and 

marketing development manager in China subsidiary. Actually, we plan to have a phone 

interview with manager of Tokai Tianjin in China, but due to the problems of communication 

in Chinese, the e-mail interview is approached instead. Although there are some limitations 

of this approach such as the interviewer may not recognize the actual respondent who 

answers the e-mail since the replied mail may compose by anyone who is not expected to 

obtain this information or the pretending person. Additionally, it is one way communication, 

the interviewer sends the questions by e-mail and waits for the reply from the respondent. 

This method does not provide the feedback spontaneously and the interviewer cannot ask 

more questions at the same time. Crucially, the answers from e-mail interview are brief and 

do not provide much details comparing to face-to-face or phone interview. However, e-mail 

interview does have the good points. It provides the flexibility to the respondent to answer at 

any times. Furthermore, this approach eliminates the physical distances between interviewer 

and the respondent (Martin’s study as cited in Santamaria and Ni, 2008). 

In summary, after considering both sides of e-mail interview, the pre-code interview by 

preparing the set of questions in a logical sequence and then send via e-mail to Chinese 

subsidiary are implemented. Meanwhile, the semi-structure interview in a phone interview 

with Thai subsidiary by using the same set of questions in order to get the consistency is 

actioned. In case that the interviewee has provided more related useful information as critical 
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aspects to go through, further details will be inquired.  After that it is suggested to use those 

questions that got from phone interview to further ask in e-mail interview so that the 

sufficient data to apply the comparative approach in the analytical part is obtained. 

4.5.2 SECONDARY DATA 
 
Regarding the sources of secondary data, advantages and disadvantages are both considered. 

The advantages of using this indirect method are that the researcher could save time and 

money by finding information from libraries and the internet. Apart from its advantages, it 

also has a lot of disadvantages. The main problem is shown that the data from secondary 

sources provides only general information or information based on the specific purpose of the 

writers which may differ from the objectives of different researcher (Ghauri and Grønhaug, 

2002). In addition, information sources from internet can be vague, incorrect or misleading 

since anyone can deliver information over the internet. (Dawson, 2002, p.42) 
 
The secondary data obtained in the thesis mostly derived from company’s website and annual 

report which can be extracted from internet sources. Additionally, some information from 

other websites regarding articles, news and business publications are also used to support our 

thesis. As described about the limitations of secondary data, the information from the 

company’s website and documentary research like annual report just provide some 

information so as to support but not directly answer to the research problem. Therefore, it is 

emphasized on information from the primary data as the main findings to be analyzed in the 

following chapter. 

 

4.6 QUALITY ASPECTS 

 

Guba (1985) explained the criteria for creating the trustworthiness of qualitative study. 

 

1. Credibility needs illustrating in one or many ways that the research is planned to 

maximize the precision of indicating and explaining anything is studied, particularly judged 

by respondents being studied. Moreover, credibility can be reinforced by applying these six 

strategies which consist of prolonged engagement, triangulation (source, investigator and 

location triangulation), persistent observation, negative case analysis, peer debriefing and 

member checking. (JALT, n.d.) According to this, we gathered primary data through 

interviewing assistant manager from Thai and Chinese subsidiaries. As a consequence, this 

expresses to enhance credibility by gaining data based on different locations in order to 

reduce bias and understand the difference that may be brought in by participants. 

Furthermore, secondary sources from websites and annual report are adequate to show 

trustworthiness as well. 

 

2. Transferability entails showing the applicability of the outcomes of research in one 

situation to other situations. Transferability can be improved quality by giving thick 

description which means that providing sufficient information in order that the readers can 

make decision by themselves if the results are able to be transferred to readers’ contexts. 
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(JALT, n.d.) Referring to our thesis, we made in-depth interview with the insiders who 

provide us the adequate data concerning structure and coordination tools which we believe 

that the readers can apply this knowledge to their contexts.  

 

3. Confirmability involves with disclosure of available information which can be checked 

thoroughly. In other words, the data in research report had better be testable by readers in 

order to affirm the research results. Confirmability concerns written notes, memos, diary, 

process and journal. Also, recording data is essence which some researchers add some data 

like transcripts to report. Therefore, the outcomes and explaining opinions will be highly 

confirmed when the reader is able to check data. (JALT, n.d.) Based on this, it can be seen 

that one of important sources is acquired from phone interview and it is necessary to take a 

note of interview results in order to record carefully. Hence, to boost confirmability in our 

thesis, interview information is transcribed and added into appendix so as to confirm the 

accuracy of data and the reader can also inspect those data.   
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5.EMPIRICAL FINDINGS 
 

 

After reviewing the literatures and designing research methodology, in this section, it embodies the 

empirical findings based on the data gathered, processed through conducting interview and collecting 

from the internet concerning structure and coordination between headquarters and its subsidiaries.  

 

The following data regarding Tokai Carbon’s structure and coordination between Tokai 

Carbon (headquarters) and TCP & Tokai Tianjin (subsidiary) is acquired from company’s 

website, interviewing via telephone with assistant sales manager of TCP and E-mail 

interview with assistant planning and marketing development manager of Tokai Tianjin in 

order to understand its structure and coordination of company. Nevertheless, some data could 

not be accessed owing to confidentiality policy.  

5.1 BACKGROUND 

 

5.5.1 TOKAI CARBON CO., LTD.  
 

Tokai Carbon Co., Ltd. is a multinational company which is the pioneer of carbon black 

industry in Japan almost century, established in April 8, 1918 with the head office at Tokyo 

(Tokai Carbon, 2010, history). Tokai Carbon as a leader who has always maintained a high-

performance products and the world’s top-class R&D, has manufactured and sold four main 

carbon products which consist of carbon black, graphite electrodes, fine carbon and friction 

materials (Tokai Carbon, 2010, Product). Each one is used for specific purposes. Carbon 

black is used as agent for tires production and coloring agent for printing inks, plastics and 

paints. Graphite electrodes are consumed in procedures of manufacturing steel. Fine carbon is 

utilized as main components in the process of making electric devices, solar cells, etc. 

Friction materials are broadly used for producing clutches and brakes of vehicles and 

machine. Presently, the company has registered its capital to 22.45 Million Dollars (157.14 

million Swedish Krona). (Tokai Carbon, 2009, Annual Report 2008) 
 
In addition, Tokai Carbon first established in Japan to produce carbon black for local demand 

and export to foreign markets. According to increasing of customers’ demand in worldwide, 

the company has developed international strategies by expanding its business to global 

market so that company can improve its position to be leader in carbon industry around the 

world, and gives better and more comprehensive services to its clients. (Tokai Carbon, 2009, 

Annual Report 2008) As a consequence, based on higher trend of internationalization, Tokai 

Carbon found up affiliated firm in abroad and the technology is exported in order to respond 

market demand and compete in worldwide level.  Tokai Carbon, mother company which has 

produced and performed sales activities globally has more than 20 subsidiaries in 8 countries 

located in Japan and diversified its businesses into three main regions such as North America, 

Europe and Asia where Japan is coordination center between headquarters and subsidiaries. 

(Tokai Carbon, 2010, overseas affiliated companies) 
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5.5.2 THAI TOKAI CARBON PRODUCT CO., LTD. 
 

In Thailand, Tokai Carbon who had jointed venture with local partner, Thai Oil Co., Ltd., 

established Thai affiliated company on October 19, 1989 known as Thai Tokai Carbon 

Product Co., Ltd. (TCP). Having connection with local partners provide the facilities and 

services which facilitates the business expansion and easily accesses to existing customers in 

the market, (Thai Tokai Carbon Product, 2010, TCP history) TCP is well known in Thai 

carbon black manufacturing and industries. The head office is located in Sathorn, Bangkok 

and the plant is located in Sriracha, Chonburi. TCP has 6 manufacturing plant units. Each unit 

can produce different carbon black grades (hard grade and soft grade), with different 

capacity. Their total annual production capacities recently were 111,000 metric tons. TCP 

divides the carbon black sales into 2 parts - domestic and export sales. (Interview No.1, 

personal communication, April 26, 2010) TCP has manufactured and exported carbon black 

to almost 30 customers in 15 countries all around the world, including Japan, Spain, France, 

New Zealand, Taiwan, Pakistan, India and the ASEAN countries. In present, TCP aims to 

expand its market further in Asia Pacific and Europe. As the ISO-9002 certificate, the firm 

has a passport to international markets, and can produce carbon black with clear proof of 

global standards (Thai Tokai Carbon Product, 2010, market). Additionally, TCP operates the 

plant and takes responsibility to the environment and surrounding society with the care. (Thai 

Tokai Carbon Product, 2010, care) 
 

5.5.3 TOKAI CARBON TIANJIN CO., LTD.  
 

In China, Tokai Carbon Co., Ltd. had jointed venture with Sumitomo Corporation (China) 

Co., Ltd. to set up Tokai Carbon Tianjin Co., Ltd. (Tokai Tianjin) of which Tokai carbon own 

80% and Sumitomo owns the rest 20%. The plant was established in April 2004 and located 

in Tianjin Economic and Technological Development Zone for production and sales of 

Carbon Black, capacity of 40,000 tons per year. (Tokai Carbon Tianjin, 2010, about 

company) 

China is very important market to actively expand business since the consumption rate of 

carbon black is rising at more than 10%, representing its booming auto industry in China. In 

year 2001, the demand for carbon black in China has exceeded that in Japan. The move to 

China is the first time a Japanese carbon black company has set up operations in China. 

(Tokai Carbon Tianjin, 2010, news) China main products currently are divided into hard and 

soft two series more than 10 varieties. For the tire, automotive rubber parts, non-rubber 

manufacturers use to provide varieties and high quality carbon black products. In December 

2006, Tokai Tianjin achieved ISO9001 quality management system certification, in January 

2008, obtained ISO14001 environmental management system certification, product quality 

and environmental management to provide a reliable guarantee Tokai Carbon Co., Ltd. 

Besides, Tokai Tianjin adopts many years the production of carbon black are formed with 

high-end technology, and gradually expand the energy used to produce special carbon black 

tires, car parts for low-carbon and the sieve residue use for non-conductive rubber and for the 

black pigment, production of carbon black ink. Tokai Tianjin provides users with high-

quality products and satisfactory, good service, committed to social contribution and the 
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Earth's environment symbiosis. It intends to cooperate with the community and seek common 

development, continue to give strong support and encouragement. (Tokai Carbon Tianjin, 

2010, general management) 

5.2 MANAGEMENT, GOALS AND OBJECTIVES 

The vision of company is to become the worldwide leader in carbon industry and provide 

high-quality products. Thus, the company attempt to strengthen the abilities of technological 

development, achieve stakeholder’s expectation and pay attention to social development. 

(Tokai Carbon, 2009, Annual Report 2008) 

The goals and objectives of firm consist of net sales, operating margin, return on equity and 

return on asset as significant indicators of performances. In order to fulfill the higher of the 

sales amount, earnings and the capabilities of developing products and technology, the 

company shows emphasis on the importance of human resources by exchanging personnel 

regularly among headquarters and foreign subsidiaries. Also, it fosters employees’ ability in 

order to make them succeed easier in expanding its global business. In addition, the firm 

attempts to develop high quality products through joint partnership with other firms, support 

education with public institutions in order to strengthen the collaboration between divisions 

and within organization.  The firm also focuses on promoting activities by improving 

business procedures, increasing the development of innovative value-added products. In the 

company management, it not only measures the strength of operations in abroad and builds 

cost-competitiveness in compliance with principle of reliability and four guidelines, but also 

have internal controls through reporting financial information in accordance with Financial 

Instruments and Exchange Act (J-SOX). Moreover, the firm goes on to realize environmental 

preservation, safety, corporate governance and corporate social responsibilities for activities. 

(Tokai Carbon, 2009, Annual Report 2008)  

In relation to corporate governance, the company concerns organizing corporation, improve 

quality of business management and assure of advanced corporate value. Based on corporate 

governance, the organization is managed and function of top management is enhanced. 

(Tokai Carbon, 2009, Annual Report 2008) 

 

Management policies and strategies are designed by Board of Director which comprises nine 

members. Their meetings are arranged once a month. Board of Director is responsible for 

making decisions on critical business matters needed by corporate laws. Due to Executive 

Officer system launched in 1999, Board of Director chooses and appoints Executive Officers 

who are in charge of handling with business operations in various departments of firm so as 

to encourage in operational decisions and represent responsibilities clearly. At the same time, 

the meetings are managed and held by the president and the Executive Officers in diverse 

business operations in order to consider on managerial issues. Moreover, Board of Corporate 

Auditor consists of four people who are needed to perform as auditors. It is necessary to 

attend the meeting of Board of Director, Executive Meeting and other critical meetings in 

order to supervise the determination, the business performances and express their ideas. 
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These meetings are also arranged once a month or as requested. (Tokai Carbon, 2009, Annual 

Report 2008) 

 

Moreover, the firm has internal auditing office consisting four people who have duty to 

improve internal system which originate surveys on all business practices within 

organization. These surveys are encouraged to perform and all comments for improving are 

considered and adopted. The outcomes of these audits are informed to the executive directors. 

In addition, the Corporate Auditors not only attend board meetings and essential meetings in 

compliance with policies and work allotment setting specified by Board of Corporate 

Auditors, but also read through and make decisions on key documents.  More importantly, 

they investigate asset management and business action within head office and other 

subsidiaries and require subsidiary companies to send reports when needed. When internal 

auditing office has to inform the auditing results and issue instructions, they arrange meeting 

with Corporate Auditors to start to cooperate examination and exchange ideas on suggestions.  

This normally assures that information is transferred on personal level and communicative 

connections are kept existence. (Tokai Carbon, 2009, Annual Report 2008) 

Board meetings have been conducted quarterly called as the corporate meeting between HQs 

and subsidiary both Thai and China. For Thai subsidiary, managing directors and some Chief 

Executive Officer from Tokai Carbon come to attend board meetings in Thailand. Normally, 

management team presents the TCP’s financial performances to all company’s shareholders 

and committees in order to follow work progress and report the current situation of the 

company. Moreover, supply meetings are held on monthly basis in order to share customer 

information and inform current sales volume among department managers so that they all 

know the TCP situations and then set up the strategies for each department to work 

efficiently. (Interviewee No.1, personal communication, April 26, 2010) Meanwhile, top 

management and among deputy departments of Tokai Tianjin have a meeting with executives 

from headquarters four times a year so as to keep up with ever changing market situations, 

internal production and financial performances as well. (Interviewee No.2, email, April 26, 

2010)  

 

Management team at HQs has a responsibility to evaluate each subsidiary based on financial 

performances and production capacities at the end of the year. First, Tokai Carbon sets the 

targets in numerical percentage for each subsidiary to easily be measured and be clear for the 

subsidiaries to follow. Profit, return on asset (ROA) and return on equity (ROE) have been 

considered as the criteria of evaluation. The targets have been adjusted every year for the 

business challenges. When the targets are reached, incentives such as bonus and salary are 

given to the subsidiaries. The incentives are viewed as the enhancement of subsidiaries’ 

performances. TCP should reach to subsidiary goals and whole corporate goals. Furthermore, 

Tokai Carbon monitors TCP’s behaviors through quality of outcomes. In addition, managers 

of each department have authority to evaluate employees’ performance to give rewards or 

punishments.  (Interviewee No.1, personal communication, April 26, 2010) Similarly, Tokai 

Tianjin has to reach targets in form of profit, ROA and ROE which are measured in financial 

percentages. Monetary rewards such as salary and bonus will be given to employees when 
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they fulfill the targets. Tokai Tianjin should carry out activities to respond its goals as well as 

mother goals. In addition, working progress is used as a tool to control Tokai Tianjin’s 

behaviors. Within subsidiary, department managers are responsible for evaluating their 

subordinates’ performances. (Interviewee No.2, email, April 26, 2010)   

5.3 ORGANIZATION STRUCTURE 

Under the normal practices, most of decision-makings have to be approved from Tokai 

Carbon although managing director of TCP has the authorization to control over the 

management of its subsidiary. Tokai Carbon has primarily authority to control TCP’s 

decision making in terms of marketing, strategies and manufacturing operations. But 

secondarily, it usually not only coordinates its significant activities like marketing, sales, 

stocks, finance and performance but also finally TCP makes summary reports to Tokai 

Carbon. Normally, number of stocks are checked and reported to headquarters every month 

whereas sales amount are summarized and sent to headquarters every day in order to inform 

financial performances and present situations. Also, asking for approval from Tokai Carbon 

is needed before performing any related activities. Most strategies concerning products, 

marketing, and advertisements are designed and planned by Tokai Carbon for TCP 

implementation. However, TCP can set local strategies to apply in the competitive 

environment. Additionally, Tokai Carbon still control TCP by checking financial 

performances and comparing to goals that TCP has to perform activities to reach them. 

(Interviewee No.1, personal communication, April 26, 2010) Similar responded by 

Interviewee No.2, Tokai Tianjin has no power to make decisions in term of marketing 

activities, manufacturing operations. Moreover, main strategies are also formed by Tokai 

Carbon and have some adaptations for local operations.  Besides, sales and marketing 

department has to send sales report to head office every day meanwhile production 

department has to send production report in order to inform HQs about current subsidiary 

performances.  (Interviewee No.2, email, April 26, 2010) 

 

In addition, main carbon products are initially designed by mother company and developed 

by research & development in Japan so as to respond local and international market 

(Interviewee No.1, personal communication, April 26, 2010). Referring to research & 

development, Tokai Carbon has experienced about developing technology for carbon black 

for sixty years. Tokai Carbon has cooperated with Toyohashi University of Technology and 

Japan Fine Ceramics Center in order to study carbon products. Since Japanese firms are the 

experts in advanced technology, R&D for new carbon black grades are conducted at Tokai 

Carbon as a center of product development and technology.  (Tokai Carbon, 2010, research & 

development)  

 

In case of TCP’s research and development, it concerns the modification of production 

processes. TCP tries to achieve the maximization of production capacity by improving 

productivity through debottlenecking. In capital-intensive carbon black industry reducing 

bottleneck can smoothen the production process in the existing plant and increase the output 

of the whole plant system. Project team is set up by combinations of local technical staffs and 
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technical advisors from headquarters. The key to success is excellent teamwork which goes 

along with to implementing this system from the start. Good communication and co-

operation are concerned as part of ensuring success. (Interviewee No.1, personal 

communication, April 26, 2010) 

Another TCP’s development is production expansion which means expanding a new 

production unit for increasing production capacity of manufacturing plant. Employees from 

related and existing department of TCP and from Tokai Carbon are formed as special team 

for analyzing investment information like costs, locations and customers target before 

expanding a new production unit. Management team has an authority in making decision on 

this expansion and managing director is the top management who has to propose this project 

to HQs and ask for approval as a policy. (Interviewee No.1, personal communication, April 

26, 2010) Tokai Carbon has continued researching and developing new quality carbon black 

products and then transfer to Tokai Tianjin. Therefore, R&D for new carbon black products 

or product modifications is not performed under Chinese subsidiary. (Interviewee No.2, 

email, April 26, 2010) 

 

With the assistance from HQs in Japan, Tokai Carbon Co., Ltd., there are continuous 

developments of new grades of carbon black in order to meet the changing demand of 

automotive industry. TCP aims to provide the premium quality products in accordance with 

well trained employees. With support of Tokai Carbon, TCP has been able to raise the 

product quality and control product standard until the products have met the criteria for 

ISO9002 certificate. Moreover, TCP also keeps personnel along side with the latest 

developments since managers and employees at all levels have contributed and done hard 

working. This accomplishment is along with TCP’s corporate philosophy, recognized as state 

of the art production system from inception. (Thai Tokai Carbon Product, 2010, non-stop 

development) Furthermore, TCP tries to continuously develop both human resources and 

technology simultaneously to keep up with changing technological innovations, for tire 

industries and synthetic rubber. (Thai Tokai Carbon Product, 2010, quality assurance) 

 

In relation to main resources in production, feed stock oil is the major raw material which is 

required in carbon black production approximately ninety percent of all raw materials. Due to 

the fact that the oil price means the cost of production, this will affect to the price of carbon 

black product. Hence, this critical decision requires the permission from Tokai Carbon. 

Marketing managers have to propose the oil suppliers’ offers to management team at 

headquarters. Then, with approval, TCP can purchase oil whereas other minor raw materials 

are purchased by each subsidiary but with guideline from headquarters. TCP buys raw 

materials from indigenous suppliers which are from olefin plants and imports from the United 

States which are from refinery and blender factories. For the US supplier, purchasing 

agreement has been made in advance at current market price whereas the transit time to 

deliver the products will take about one month. To be number one of manufacturer in carbon 

black industry in Thailand, TCP has forcefully tried to maximize customers’ satisfaction 

through product quality and on-time delivery. (Interviewee No.1, personal communication, 

April 26, 2010) Likewise, for Tokai Tianjin, the purchasing decisions are made by Tokai 
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Carbon headquarters (Interviewee No.2, email, April 26, 2010). In addition, high distribution 

and logistics costs of carbon black are the reasons why manufacturers have to locate 

manufacturing base close to markets where carbon black are used by automotive producers. 

Most raw materials are able to be obtained in China, thus a production base in China meets 

all criteria for operating overseas. Tokai Tianjin is planned to mainly sell carbon black 

products with premium-quality to and Japanese tire, rubber parts producers and Euro-

American under same service system with Japan. Besides, Tokai Tianjin anticipates the 

related products, going into non-rubber markets like inks, value-added products needing 

colorants which depend on the domestic situation. (Tokai Carbon, 2010, IR news) 

 

For other resources like know-how, human resource and money, TCP uses only know-how 

from headquarters but human resources are acquired from hiring local people and 

headquarters, whereas TCP uses their own capitals like money and from headquarters 

(Interviewee No.1, personal communication, April 26, 2010). Likewise, interviewee No.2 

also provided the same information about these resources (Interviewee No.2, email, April 26, 

2010).  

5.4 ROTATIONS AND TRAININGS 

In addition, Tokai Carbon has promoted rotations and trainings between headquarters and 

subsidiaries. Concerning with doing rotations, Tokai Carbon has useful policy to foster 

managers or employees to do job rotations both within same country and among other 

subsidiaries so as to encourage people to learn new knowledge and experience in various 

aspects from different cultures such as Thailand. For instance, Japanese managers, managing 

directors or management team from headquarters are sent to subsidiaries in order to manage 

the business and operation production in Thailand. Meanwhile, Thai subsidiary managers and 

employees are also rotated to headquarters in order to learn organization management, 

cultures, working lifestyles and control operations. (Interviewee No.1, personal 

communication, April 26, 2010) Similarly, Japanese managers are rotated from Tokai Carbon 

so as to control Tokai Tianjin’s management and also share knowledge about technology or 

learn new thing such as how to control stock in warehouse in China. (Interviewee No.2, 

email, April 26, 2010) 

 

Besides, trainings are not only another way of increasing knowledge, but also are seen to 

relationship creator between headquarters and subsidiaries. For Thai subsidiary, not only on 

the job training and plant visiting orientation are concerned, but also some technical staffs 

need to be trained by sending to Tokai Carbon for attending further seminars to gain new 

knowledge about technology from headquarters, conversely, expert technician from Tokai 

Carbon are also sent to TCP as a consultant for customers in Thailand and provide expertise 

to TCP. (Interviewee No.1, personal communication, April 26, 2010) While Chinese 

subsidiary, Japanese trainers came to give knowledge about jobs, goals and rules in order that 

everyone understands and knows how to meet the targets. Furthermore, training program is 

provided through orientation and on the job training. (Interviewee No.2, email, April 26, 

2010) 
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In addition, organization culture is embedded through the behavior of Japanese management 

team. Also, enthusiastic and hard-working can be viewed from Japanese management styles. 

In addition they are strictly on punctuality and work conservatively under chain of command. 

Therefore, the subordinates have perceived and then adapted to their working environment. 

(Interviewee No.1, personal communication, April 26, 2010) For Tokai Tianjin, organization 

culture is perceived through message or speech of president. Moreover, managing director 

announcements are usually posted on bulletin board so as to inform annual goal and 

organizational activities. (Interviewee No.2, email, April 26, 2010) 

5.5 JOB ALLOCATIONS AND FUNCTIONS 

In order to affirm that all departments commence managing risks on steady levels by 

minimizing and avoiding them in operation of business, the firm builds system in which all 

relevant departments are connected together and proper measurements are implemented 

quickly and precisely. (Tokai Carbon, 2009, Annual Report 2008) 

 

TCP divides and allocates work to each department based on functions. TCP comprises of 

nine departments named as Production Operations, Marketing, Engineering, Maintenance, 

Technology Environment and Quality, Logistics, Finance & Accounting, Procurement and 

Corporate Affairs. TCP’s activities focus on sales and marketing (60%) and production 

(40%) (Interviewee No.1, personal communication, April 26, 2010) Similarly, Tokai Tianjin 

also has the same department structure as Thai subsidiary and equally focuses on sales & 

marketing and production (Interviewee No.2, email, April 26, 2010).  Marketing department 

is responsible for taking care of both existing and new customers from which are divided into 

five groups; main customers, minor customers, auto-parts customers, agent customers and 

export customers. Also, importing and exporting products are two main duties of marketing 

officers. TCP has freedom to choose customers independently but TCP has to check the 

customers’ background prior to sending the price proposal. To make sure that these 

customers are not in the customer list of TCP agent customers since TCP tries to avoid the 

problem of price competition among stakeholders. Meanwhile, Tokai Carbon finds new 

customers for TCP in order to sell products as well. (Interviewee No.1, personal 

communication, April 26, 2010) In the same way, Tokai Tianjin partially selects customers 

by its own and has to keep up with the new customers that headquarters suggests the firm to 

deal with (Interviewee No.2, email, April 26, 2010). In addition, generally, Tokai Carbon can 

produce and distribute carbon products to customers by itself however, when some necessary 

data like customers, stocks or important issues is required, email is delivered directly and 

immediately from managing director of Tokai Carbon to TCP managers so as to request those 

data. What’s more, if one subsidiary’s products are out of stocks, products will be imported 

from other subsidiaries and headquarters in order to support each other. One example is that 

TCP carbon black production has run the maximum production capacity but the products still 

cannot be served all demands of customers. Therefore, the export sales manager of Thai 

subsidiary has to coordinate with Tokai Tianjin in China to import carbon black from China 

manufacturing plant. Telephoning or email are used as means of contact among managers 
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across subsidiaries in order to communicate in details of carbon black price, the required 

amount of carbon, the schedule plan of transportation and any related documents. 

(Interviewee No.1, personal communication, April 26, 2010) On the other hand, when Tokai 

Tianjin runs out of stocks, it contacts privately to other subsidiaries and headquarters so as to 

request stocks and then they prepare and deliver carbon black to Tokai Tianjin, according to 

corporate policies. Also, Tokai Tianjin contacts with Tokai Carbon directly through email or 

telephone when Tokai Carbon requests information about customers and stocks. (Interviewee 

No.2, email, April 26, 2010)                                                  

5.6 SALES FORECAST AND PLANNING 

Concerning with production management, forecasting is the fundamental of corporate 

strategic planning in long-term and critical components of a manufacturing system. TCP 

needs forecasting to effectively improve production operations. Production operations 

performance has been affected by forecasting accuracy, because forecasting and planning 

cannot be separated in manufacturing. Error forecasting can damage the best effective plans, 

and accurate forecasts can be useless by poor planning. Commonly, sales forecast is predicted 

based on past sales data and performances, furthermore, the market conditions are analyzed 

and used for forecasting sales. Forecasting plays two basic roles in organization. One is to 

reduce the range of uncertainty that challenges management. Other is to broaden the range of 

alternatives available to managers. In each department of TCP, forecasts provide the 

guidelines to perform each functional area. For finance and accounting department, forecasts 

are used for cost controlling and budgetary planning. Meanwhile the marketing department is 

highly relative to production department since marketers are responsible to inform sales 

forecast in number to the production department based on their experiences and expert 

opinion to predict customers’ demand then production manager can use as references to make 

the decisions on the scheduling, production capacity and inventory management on a monthly 

basis. This plan helps TCP to balance demand and supply. It can also save opportunity costs 

of losing sales and inventory cost of holding products in warehouse. Traditionally, these 

activities involve management team, sales & marketing, finance, and production. It’s an 

aggregate planning, called cross-functional planning. (Interviewee No.1, personal 

communication, April 26, 2010) For Tokai Tianjin, the management team gets reports from 

each department and uses them as information to set action plan. (Interviewee No.2, email, 

April 26, 2010) 

However, management team of TCP is the decision maker who set the strategic planning 

including working process, time plan, budgets and goals for each department to implement. 

Nonetheless, the report of sales forecast and planning has to send to Tokai Carbon and 

approval from Tokai Carbon is required before implementation. (Interviewee No.1, personal 

communication, April 26, 2010) Similarly, top management of Tokai Tianjin is responsible 

for setting strategic planning and then asks for decision-makings from headquarters as well. 

(Interviewee No.2, email, April 26, 2010) 
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5.7 ADMINISTRATIVE SYSTEM 

There are four guidelines for members within organization under corporate philosophy. To 

begin with, everyone has ability to create added value from existing resources in order to 

achieve the mission. Power and effort enhances the capability of value creation. Next, firm 

focuses on fair management in order to build value and maintain profits continually. Then, 

firm concerns environment as one of important stakeholders and business resources. It cares 

the business management harmony with ecology. Later, firm realizes internationalism and 

require agreeable guidelines to respond global since it supports manufacture expansion and 

trustworthy to worldwide. (Tokai Carbon, 2010, corporate philosophy)  

The company issued fair business activities, one of corporate policies which controls all 

activities and is noticed by all top management and other employees. What’s more, the firm 

has also issued a various kinds of internal rules concerning the business affair practice so as 

to explain the work allotment of organization clearly as well as responsibility and authority. It 

puts effort to build fair business practice system and obvious financial reports are assured. 

(Tokai Carbon, 2009, Annual Report 2008)  

Moreover, the company emphasizes on transparent business activities as grounded policy. It 

is essential to reveal information to clients, shareholders, employees and other parties without 

realizing to advantages and drawbacks of firm. Disclosure information is done according to 

appropriate laws such as Tokyo Stock Exchange's Rules and Financial Instruments and 

Exchange Act. Besides, disclosure information contains forecasted operating performance 

which is made by judgements or assumptions from available information. (Tokai Carbon, 

2010, information disclosure policy) 

 

Furthermore, it can be found that Tokai Carbon is preliminarily responsible for designing 

management structure for TCP, nevertheless Thai subsidiary adopts this structure in 

compliance to local contexts and requirement.  Furthermore, Tokai Carbon has issued 

policies which are applied globally therefore, TCP adjusts some policies in order to match 

with international laws & regulations. (Interviewee No.1, personal communication, April 26, 

2010) At the same time, Tokai Tianjin also applies management structure set by Tokai 

Carbon and adapts structure in accordance with its local environment (Interviewee No.2, 

email, April 26, 2010). 

More importantly, TCP employees do their work following job descriptions, company culture 

practices and policies that have been set by Tokai Carbon. The basic rules for day-to-day 

operations are to work punctually and do the jobs according to company’s policies. In case of 

any problems, employees have to report directly to their department managers. (Interviewee 

No.1, personal communication, April 26, 2010) Likewise, Tokai Tianjin has the same 

administrative structure, meaning that Tokai Tianjin follows operational rules, job 

descriptions and policies from Tokai Carbon. (Interviewee No.2, email, April 26, 2010) 

Sometimes, business trip is arranged occasionally in order to strengthen the relationship 

between headquarters and its subsidiaries. Tokai Carbon has made a visit to TCP plant to 

check quality of carbon black production (Interviewee No.1, personal communication, April 
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26, 2010) whereas Tokai Carbon also visits Tokai Tianjin factory in order to inspect the 

carbon production (Interviewee No.2, email, April 26, 2010). In addition, visiting the 

customers’ plant is another kind of business trip of TCP. Marketing manager can find more 

customers potential from viewing their plant with state-of-the-art technologies and growing 

of production developments. Then, he can make a report of customers’ research and used for 

sales forecast. Besides, it helps maintaining relationship with existing customers for a long 

run business. And in case these customers postpone the payment, visiting is required to check 

the reliability and creditability of them. Recently, Carbon Black 2009 Perspective in Asia 

Pacific was set up at Dusit Thani Hotel in Bangkok, Thailand which brought Carbon Black 

manufacturers together with feedstock oil suppliers from many countries around the world. 

This conference expressed current status of Carbon Black industry in Asia Pacific and 

discussed the future growth of this industry as well. The representatives from headquarters 

and management team of each subsidiary also attended this conference in order to update 

information and share opinions within company and suppliers.  (Interviewee No.1, personal 

communication, April 26, 2010) 

5.8 PHILOSOPHY 

Firm’s operation is based on basic Corporate Philosophy called as reliability.  This is defined 

to reliability between enterprise and its stakeholders who are customers, shareholders, 

employees and society (Tokai Carbon, 2010, corporate philosophy). The reliability fosters 

organization to continuously operate. In addition, organization builds other basic policies to 

manage activities such as “international cooperation, harmonious relationship and the 

principles of fair corporate activity” (Tokai Carbon, 2009, Annual Report 2008). 

Furthermore, the company has another philosophy, “immersing ourselves in the field of 

creation an accepting all challenges in order to improve our competitiveness”. (Tokai Carbon, 

2010, message from the president) 

 

Tokai Carbon issued Code of Ethics for all directors and employees to promote reasonable 

business activities according to basic philosophy and guideline for practice. “Code of Ethics 

consists of fair business activities, compliance, information disclosure, appropriate 

management of information, Respect for human rights Confrontation with antisocial 

elements, Respect for overseas cultures and customs, Response to breach of the TOKAI 

CARBON Code of Ethics”. (Tokai Carbon, 2010, corporate philosophy) First, firm should 

perform business activities through fair competition meanwhile good relationship had better 

be kept with customers, suppliers, managerial organizations and government. Second, 

business activities of firm should be performed compliance with rules and regulations 

including social norms as well. Third, reliable information should be revealed in order to 

represent business activities’ transparency. Fourth, internal and external information such as 

intellectual property rights for third parties should be managed appropriately. Fifth, each 

individual should earn the esteem of everyone under working environment while human 

rights and privacy will be considered strongly and secured properly. Sixth, firm will 

encounter with some groups who torment social safety. Also, firm does not involve with 

making illegal or taking improper things into organization. Seventh, business activities will 
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be conducted in accordance with regulations of each country, international laws, cultures and 

customs in that country. Last, in case of breaking the rules based on Code of Ethics, top 

management directly investigate the causes and effects in order to protect recurrence. (Tokai 

Carbon, 2010, corporate philosophy) 

 

In addition, concerning with TCP’s philosophy, it strives their best to maintain a high quality 

of products in order to meet customers’ satisfactions through state of the art technology and 

internationally accepted quality system of ISO9002. Furthermore, the company tries to serve 

customers by assuring that products are delivered to customers in the right time at 

competitive prices, following the corporate philosophy as ties of reliability. (Thai Tokai 

Carbon Product, 2010, corporate philosophy)  
 

On the other hand, the basic philosophy of the Tokai Tianjin focuses on "trust bond" to work 

for social contributions and the Earth's environment symbiosis. Businesses with customers, 

employees, investors, and social relations between the so-called powerful people who have a 

total relationship of trust between the activities of the enterprise support. Pay attention to this 

"trust bond" business efficiency through business activities, efforts to achieve social 

contribution of symbiosis with the Earth environment. China has some significance as 

enterprises seek to develop and grow. (Tokai Carbon Tianjin, 2010, philosophy) 
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6.ANALYSIS 
 

 

In this section, the outcomes of the findings are represented and analyzed in accordance with 

conceptual framework in order to answer the research question. Hence, this section is divided into 

two main parts; organization structure and coordination mechanism including eight types are divided 

into formal and informal mechanisms. Formal mechanisms consist of departmentalization, 

centralization and decentralization of decision making, formalization, planning, output and 

behavioral control. Informal mechanisms comprise lateral relations, informal communication and 

socialization. 

 

6.1 ORGANIZATION STRUCTURE 

 

Based on interview with interviewee No.1, we can see that research and development and 

strategic decision-making are mostly conducted at Tokai Carbon headquarters (Interviewee 

No.1, personal communication, April 26, 2010) which are similar to the outcomes of 

interviewing with Tokai Tianjin (Interviewee No. 2, email, April 26, 2010).  In other words, 

sales and marketing can be organized by TCP (Interviewee No.1, personal communication, 

April 26, 2010) as well as Tokai Tianjin (Interviewee No. 2, email, April 26, 2010).  These 

are related to the concept of simple home-based model as described by Sölvell & Zander 

(1995, p.20-21) that majority of main activities are focused at home country, concurrently, 

subsidiaries are responsible for the peripheral activities.  

 

Nevertheless, Tokai Carbon expands its business internationally in order to serve the 

customers’ demand close to the markets. Moreover, the labor costs in other countries which 

are lower comparing to Japan country are another factor that motivates the firm to find new 

locations abroad for investment. Therefore, the production bases were also set up at Thai and 

China subsidiary, not only at Japan. (Tokai Carbon, 2010, overseas affiliated companies) 

These are supported by Solvell & Zander (1995, p.24) in the model of multi-home based 

MNC. Sölvell & Zander said that it occurs when the core functions are performed outside 

mother country as separated bases. According to this, it allows these bases closer to the 

markets, accessing to the potential customers and producing at low labor costs. Furthermore, 

Thai subsidiary had been formed up by jointing venture with local partners named as Thai Oil 

Co., Ltd. (Thai Tokai Carbon Product, 2010, TCP history) and China subsidiary had been 

jointed with Sumitomo Corporation (China) (Tokai Carbon Tianjin, 2010, about company). 

Since Tokai considered that expanding businesses by this method can easily access to 

markets worldwide and reduce pioneer risks with the assistances of local partners (Thai Tokai 

Carbon Product, 2010, TCP history).  It is likely linked to the concept of Sölvell & Zander 

(1995, p.24) that mergers and acquisitions is the mode of entry which is ordinarily used in 

order to set up subsidiaries abroad. Hedlund (1986, p.13-14) also explained that using 

acquisitions gains more competitive advantages than doing direct investments through the 

connections and local knowledge of partners in that market. Besides, it helps minimizing 

risks of unpredictable markets. 
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Tokai Carbon conveys the organization culture which emphasizes the reliability (Tokai 

Carbon, 2010, corporate philosophy) and the continuous development as challenges through 

corporate philosophy and messages from president (Tokai Carbon, 2010, message from the 

president ;Interviewee No.2, email, April 26, 2010) in order to frame personnel behavior with 

the pattern to go along with the entire organization. Everyone perform their jobs and keep in 

mind of company culture practices in day-to-day operations (Interviewee No.1, personal 

communication, April 26, 2010). In addition to corporate philosophy, the management styles 

of Japanese managers are one of the organization cultures. Employees in the subsidiary can 

absorb through the way of their working behaviors. Punctuality is most concerned in working 

conditions. (Interviewee No.1, personal communication, April 26, 2010) Tokai Tianjin also 

perceives the organization culture through messages from president and the announcements 

from MD on noticeboard in the office area (Interviewee No.2, email, April 26, 2010).  

Furthermore, the rotations between headquarters and TCP subsidiary can also learn and share 

cultures and working lifestyles to each other (Interviewee No.1, personal communication, 

April 26, 2010). This is also similarly responded by Tokai Tianjin (Interviewee No.2, email, 

April 26, 2010).  As claimed by Hedlund (1986, p.24) that MNC can control the members in 

the organization through normative control such as corporate culture, management style, etc.  

Additionally, these rotations benefit not only culture sharing but also the transfer of advanced 

technologies from Tokai Carbon to TCP through Japanese managers and technical advisors. 

Also, knowledge sharings are found in training program such as on the job training and 

visiting to the state-of-the-art technology in manufacturing plant (Interviewee No.1, personal 

communication, April 26, 2010, job rotation). Likewise, Tokai Tianjin also gains information 

about goals, rules and jobs from Japanese trainers. Moreover, managers from Japan come to 

learn how to control stocks in Chinese warehouse (Interviewee No.2, email, April 26, 2010).  

Hedlund also mentioned that personnel is the source of information and knowledge, a lot of 

rotations will rapidly transmit valuable experiences of employees to the other parts of the 

company (Hedlund, 1986, p.27). 

 

However, organization structure of Tokai Carbon more suits with the characteristics of 

ethnocentrism which can be seen from the following details (Hedlund, 1986, p.13). Tokai 

Carbon sends Japanese managers as delegates from headquarter to manage Thai subsidiary 

which shows that the firm does not allow local people to operate the business by its own. 

Most strategic decisions have to ask for permissions from Tokai Carbon’s management team. 

(Interviewee No.1, personal communication, April 26, 2010) Same actions are also applied in 

Tokai Tianjin’s business context (Interviewee No.2, email, April 26, 2010). Business 

strategies, policies are designed by Japanese headquarters for foreign subsidiaries to follow 

(Tokai Carbon, 2009, Annual Report 2008). TCP obtains and takes the actions according to 

those instructions. Somehow, TCP can adapt those strategies and create its own local 

practices to implement (Interviewee No.1, personal communication, April 26, 2010). At the 

same time, Tokai Tianjin also pursues, adapt mother strategies and then design own local 

strategies (Interviewee No.2, email, April 26, 2010). Know-how technologies are promoted 

from Tokai carbon which is the center of technological development of new quality carbon 

black product. Money capital and human resources are also sent from Tokai Carbon to TCP 

but TCP also has own capital and local personnel to operate the businesses (Interviewee 
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No.1, personal communication, April 26, 2010). This is also informed by Tokai Tianjin in the 

same way (Interviewee No.2, email, April 26, 2010).  For supplier selection, purchasing of 

major raw material which is feedstock oil, TCP has to derive the approval from headquarters 

before taking any actions. While, they can make some decisions by their own such as 

choosing the customers and make considerations before selling carbon black to them, 

nonetheless, Tokai Carbon also involves with introducing new customers and let both 

subsidiaries to deal businesses with. (Interviewee No.1, personal communication, April 26, 

2010) The same response is given by Tokai Tianjin about suppliers and customers selections 

(Interviewee No.2, email, April 26, 2010).   All of the mentioned above can be considered as 

the description of ethnocentrism which was described by Hedlund (1986, p.13). 

6.2 COORDINATION MECHANISM 

6.2.1 THE FORMAL OR STRUCTURAL MECHANISMS 

• DEPARTMENTALIZATION 
 

TCP is formed the work allocation based on functional activities and set into nine 

departments named differently (Interviewee No.1, personal communication, April 26, 2010). 

Likewise, Tokai Tianjin is divided into 9 departments based on functions (Interviewee No.2, 

email, April 26, 2010). This can be linked to the theory as described by Price (1968, p.362) 

which stated that departmentalization means work is distributed among its sections within 

organization. In addition, each department groups employees regarding their skills and 

capabilities and let them perform tasks under the appropriate departments. It follows the 

description of Martinez & Jarillo (1989, p.491) that mentioned about clustering activities 

within organization under division of labor. Moreover, looking at the advantage of 

departmentalization of Gal-Or (1993, p.293) we can say that with the division of work, it is 

easy for TCP department managers to evaluate their subordinates’ performances and give 

them rewards and punishments (Interviewee No.1, personal communication, April 26, 2010). 

For Tokai Tianjin, rewards are easily given based on employees’ performances at the same 

time (Interviewee No.2, email, April 26, 2010).   

Furthermore, among departments within the subsidiary, they have to cooperate with one 

another performing jobs in order to achieve the corporate goals. Sometimes, coordination 

between departments across subsidiaries has occurred inevitably. It can be seen from one 

example that export sales manager of TCP has to cooperate with Chinese subsidiary manager 

in order to import carbon black that run out of stock. (Interviewee No.1, personal 

communication, April 26, 2010) Also, Tokai Tianjin has to ask for stock supporting from 

other subsidiaries & HQs in case that products are all sold out.  (Interviewee No.2, email, 

April 26, 2010)  As mentioned by Hedlund (1986, p.22) that heterarchical MNC need 

collaboration from several divisions across countries to deal with the multidimensional activities. 

In this case, the main functions which are strategic decision-making and research& 

development center at Tokai Carbon headquarters. This can refer to the concept of home-

based model by Solvell & Zander (1995, p.20) that set of core activities are formed based on 

functions within the specific geography. Besides, with the international expansion of Tokai 
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Carbon, it has to manage and control many subsidiaries globally. To deal with it effectively, 

Tokai Carbon groups the foreign activities subsidiary systematically by setting of several 

departments based on functional activities to perform different task (Interviewee No.1, 

personal communication, April 26, 2010). This is also similar to Tokai Tianjin (Interviewee 

No. 2, email, April 26, 2010).  As stated by Hedlund (1993, p.210) that vertical control in 

chain of command is not appropriate and enough when organization is growing bigger. 

• CENTRALIZATION AND DECENTRALIZATION OF DECISION MAKING 
 

It is apparent that most of strategic decisions are made by management team of Tokai Carbon 

which called Board of Director (BOD). The critical business issues are sent to BOD for 

considerations such as the procurement of feedstock oil. TCP contacts oil suppliers, to get the 

price offers and then propose to BOD at headquarters. BOD is responsible for making a 

decision of this matter. Another example is that the expansion of manufacturing plant. Each 

department manager has a role to gather information associated with its own department and 

present to management team. When decisions are finalized within subsidiary, these 

consequences are further sent to Tokai Carbon for making a final decision. (Interviewee 

No.1, personal communication, April 26, 2010) In the same way, Tokai Tianjin has to ask for 

permissions from Tokai Carbon before making critical actions such as oil purchasing. 

Moreover, reports from marketing and production department are required to send to 

headquarters so as to inform the current situations within subsidiary and Tokai Carbon can 

monitor closely. (Interviewee No. 2, email, April 26, 2010)  This means that Tokai Carbon 

does not decentralize decision making to its subsidiaries much. As stated by Martinez & 

Jarillo (1989, p.491) that all decisions are pooled and made by top management as vertical 

authority. In addition, it can be linked to Nohria & Ghoshal describing about hierarchical 

control over subsidiaries’ decision mentioned, concurrently, hierarchy model reveals how the 

information and decision flow between supervisor and subordinate (Nohria & Ghoshal, 1994, 

p.492-493).  

In addition, Japanese managers are delivered from Tokai Japan to govern or control over TCP 

in order to manage along with the ultimate goals of company. Japanese MD is the top 

management level in the subsidiary who is authorized as headquarter’ representative to make 

decisions within subsidiary, deal with the problem issues, evaluate employees’ performances 

and grant the rewards within subsidiary context. (Interviewee No.1, personal communication, 

April 26, 2010) Similarly, Japanese managers from headquarters are also assigned to govern 

Chinese subsidiary together with transferring advanced technology to Tokai Tianjin 

(Interviewee No. 2, email, April 26, 2010). As asserted by Bolman & Deal (2003, p.51) that 

authorized executives or managers are responsible for organizing people and activities such 

as decision making, performance evaluations so as to reach the common goals.  In addition to 

the trustworthiness from Tokai Carbon headquarter, Japanese MD is also accepted by 

subordinates owing to his capabilities of management skills and his contributions of work 

(Interviewee No.1, personal communication, April 26, 2010).  Bolman & Deal (2003, p.51) 

argued that boss with formal power from higher authority can manage people with no doubts, 

whereas it will be more effective if the subordinates give the respect to boss as well. 
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• FORMALIZATION AND STANDARDIZATION 
 

Majority of rules and policies comes from Tokai Carbon headquarters. Tokai Carbon conveys 

not only policies include fair business activities, transparent business activities but also rules 

and four guidelines to everyone in the entire organization so as to be standard behavior. 

(Tokai Carbon, 2010, corporate philosophy) As Martinez & Jarillo (1991, p.432) indicated 

that policies and regulations are as instructions for members to have standard behavior. 

Likewise, Bolman & Deal (2003, p.51) also described that organization uses rules and 

policies in order that everyone perform in the same procedure. Furthermore, Bolman & Deal 

stressed that these reduces the individual to perform differently with its own thought in some 

situations by pursuing the standard operating process. It can be seen from the case of TCP 

that has to import carbon black from china subsidiary and resell to its customer due to run out 

of stock. (Interviewee No.1, personal communication, April 26, 2010) The same as to Tokai 

Tianjin, it has to perform in the same pattern when the carbon black products are run out 

(Interviewee No. 2, email, April 26, 2010). It follows the four guideline in the part of fair 

management that members have to continue developing business and generate profits (Tokai 

Carbon, 2010, corporate philosophy).  This also relates to Nohria & Ghoshal (1994, p.492) 

explaining that subsidiaries’ decisions are made under formal rules, procedures and so on. 

Moreover Tokai Carbon states the job description clearly about the authority and 

responsibility of employees within the firm through internal rules. (Tokai Carbon, 2009, 

Annual Report 2008) Following the rules, TCP has duties to send daily report of sales amount 

to headquarters and decision-makings are needed to be approved from Tokai Carbon. 

(Interviewee No.1, personal communication, April 26, 2010) In Tokai Tianjin, the same 

practices are performed in cooperating with headquarters (Interviewee No. 2, email, April 26, 

2010). Additionally, essential meetings are required in TCP with respect to corporate policies 

such as board meetings, supply meetings (Interviewee No.1, personal communication, April 

26, 2010). For Tokai Tianjin, the meetings between headquarters and its own subsidiary are 

also arranged (Interviewee No. 2, email, April 26, 2010).  As mentioned by Bolman & Deal 

(2003, p.51), rules frame organization and create work conditions to perform tasks in the similar 

way. 

• PLANNING 
 

Tokai Carbon headquarters has mainly set policies, strategies and target goals for each 

subsidiary. Then Thai subsidiary perceives them and follows as a guideline of actions. 

(Interviewee No.1, personal communication, April 26, 2010) Tokai Tianjin also follows 

policies, strategies and target goals set by headquarters (Interviewee No. 2, email, April 26, 

2010).  As asserted by Martinez & Jarillio (1989, p.491), the system is set and guides the 

performances of personnel within organization. Additionally, target goals are set as 

percentage of profits, return on asset (ROA) and return on equity (ROE) so that Tokai Carbon 

can easily assess the subsidiaries’ operations based on these financial outcomes (Interviewee 

No.1, personal communication, April 26, 2010). Similar to Tokai Tianjin, profits, ROA and 

ROE are the tools of headquarters to motivate subsidiaries’ performances and use as 

evaluation to give them reward (Interviewee No. 2, email, April 26, 2010).  In addition to 
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reach target goals, TCP has to formulate its own strategies as local planning regarding 

working process, budgeting, time frame, and so on. as guidelines for its actions to achieve the 

goals. However, planning and sales forecast which are set by TCP’s management team need 

further approval from Tokai Carbon to finalize decision. (Interviewee No.1, personal 

communication, April 26, 2010) Tokai Tianjin also formulates local planning as well 

(Interviewee No. 2, email, April 26, 2010). This can be connected to Hennart (1991, p.84) 

that headquarters set the goals for subsidiary to pursue while subsidiary managers derive and 

take actions on their own to meet the corporate objectives. Moreover, Bolman & Deal (2003, 

p.53) also claimed that the effective way of planning is to set clear goals and specify 

clarification of work in the plan that can be evaluated obviously. As a result, the incentives 

such as bonus and increased salary are given to subsidiary depending on each financial 

performances which related to Hennart (1991, p.84) in a part of being awarded on the basis of 

performances. 

• OUTPUT AND BEHAVIORAL CONTROL 
 

It can be seen that output and behavioral control mechanism are applied in coordination 

between Tokai Carbon, TCP and Tokai Tianjin. Concerning with output control or 

performance control, TCP have to send summary reports like sales and stocks to headquarters 

in order to inform current situation. (Interviewee No.1, personal communication, April 26, 

2010) Similarly, Tokai Tianjin summarizes sales report to Tokai Carbon as well (Interviewee 

No.2, email, April 26, 2010). This can be linked to Martinez & Jarillo (1989, p.491) 

explaining that documents which are delivered from each division, will be evaluated by 

management. Moreover, Bolman & Deal (2003, p.52) agreed that output or performance 

control only expects the outcomes but it does not focus on how to fulfill the outcomes. If the 

goals are clear, it is easy to measure. According to this, the goals of TCP consist of profits, 

return on asset and return on equity. This kind of goals are measured and seen obviously due 

to being expressed as percentage of profits and financial ratio. Therefore, Tokai Carbon 

evaluates TCP performance by comparing with its goals (Interviewee No.1, personal 

communication, April 26, 2010) Likewise, Tokai Carbon also assesses Tokai Tianjin’s 

performance through measurable goal consisting of profits, return on asset and return on 

equity in the percentage form (Interviewee No.2, email, April 26, 2010). Additionally, 

Hennart (1991, p.84) described that when outputs are measurable and subsidiaries have 

knowledge enough to carry out activities, headquarters should give freedom to subsidiaries to 

perform their jobs and award them in terms of bonus, salary and other incentives. According 

to this, Tokai Carbon realizes performance control is a significant tool that can encourage and 

motivate performance of subsidiaries. Hence, when the performance of TCP is evaluated 

once a year and reaches the target, Tokai Carbon provides bonus, increases salary including 

better welfare to TCP. (Interviewee No.1, personal communication, April 26, 2010) 

meanwhile monetary reward is granted to Tokai Tianjin as well when its goals are fulfilled 

(Interviewee No.2, email, April 26, 2010). 

On the contrary, both Martnez & Jarillo (1989, p.491) and Hennart (1991, p.81) claimed that 

behavioral control is another necessary tool which considers employees’ behavior. In order to 

control subsidiaries’ employees to behave appropriately, Tokai Carbon have four guidelines 



 
 

42

under corporate philosophy. They involve with creating value-added resources, retaining 

profits, caring environmental friendly and internationalism that guide employees to practice 

in the same way and fulfill company’s goal (Tokai Carbon, 2010, corporate philosophy). In 

addition, Tokai Carbon monitors TCP’s behavior through consideration on quality of 

performance results (Interviewee No.1, personal communication, April 26, 2010) whilst 

Tokai Carbon watches and checks Tokai Tianjin’s action through working progress as well 

(Interviewee No.2, email, April 26, 2010).  

6.2.2 THE INFORMAL AND SUBTLE MECHANISMS 

• LATERAL OR CROSS-DEPARTMENT RELATIONS 
 

Tokai Carbon implements lateral relations in a few cases. Coordination is used among 

subsidiaries and headquarters in order to help and provide carbon products. For instance, TCP 

managers send email or make a call to Tokai Tianjin managers so as to import carbon product 

when TCP stocks are run out. Moreover, they contact directly one another to ask for 

information about the quantity of carbon black product, carbon black price and other relevant 

documents. (Interviewee No.1, personal communication, April 26, 2010) Likewise, Tokai 

Tianjin contacts directly with other subsidiaries or headquarters in order to request stocks 

when their products are out of stocks. Then those subsidiaries supply and deliver goods to 

Tokai Tianjin in accordance with policy. (Interviewee No.2, email, April 26, 2010) 

Therefore, based on this, it can be linked to Martinez & Jarillo (1991, p.432) showing that 

lateral communication permits managers from different parts to communicate personally with 

other locations so as to share ideas, resolve troubles in particular purposes.  

 

In addition, Bolman & Deal (2003, p.53-54) stated that cross-departmental relations involve 

with forming task forces when new opportunities or problems are found and required 

coordination. Similarly, Tokai Carbon coordinates with TCP to set up task forces or project 

team who consists of technical consultant from Tokai Carbon and technical staffs from TCP. 

As a result, this team is responsible for conducting research & development and solving 

problem about bottleneck during production process. Besides, special team is also built by 

collaboration between employees from Tokai Carbon and TCP in relevant departments in 

order to study and collect data about customer target, locations, investment cost, etc. before 

expanding new production unit (Interviewee No.1, personal communication, April 26, 2010) 

whereas Tokai Tianjin has never formed a special team yet since Tokai Tianjin mainly 

follows Tokai Carbon’s activities and modifying products and doing research & development 

have not been found in China subsidiary (Interviewee No.2, email, April 26, 2010). 

• INFORMAL COMMUNICATION 
 

With reference to coordination between headquarters and subsidiaries, it can be described in 

term of informal communication. Tokai Carbon has held meeting for Board of Director in 

order to set policies, organizational strategies as well as decide important issues. Also, 

president and executive officers in different locations attend the meeting for deciding 

managerial topics (Tokai Carbon, 2009, Annual Report 2008). Furthermore, referring to TCP, 
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TCP’s management team, attend the meeting quarterly with Chief Executive Officer & 

managing directors from headquarters in order to report TCP’s current status and follow job 

progress. (Interviewee No.1, personal communication, April 26, 2010) At the same time, 

executives from Tokai Carbon participate in meeting every quarter with the representatives of 

each department and management team of Tokai Tianjin so as to follow market 

circumstances and performance as well (Interviewee No.2, email, April 26, 2010). This can 

be asserted by Bolman & Deal (2003, p.53) that informal communication is essential 

coordination of organization. Meetings are held for Board of Director in order to decide on 

corporate issues like policy and strategies. What’s more, Martinez & Jarillo (1991, p.432) 

expressed that unofficial communication creates network among managers in various 

locations through meetings, conferences, trips, personal visits and rotation. According to this, 

executives from Tokai Carbon have business trip to visit production plants at times in 

Thailand in order to check quality of carbon production (Interviewee No.1, personal 

communication, April 26, 2010). This are responded in the same way with Tokai Tianjin 

showing that visiting factory is made by Tokai Carbon for monitoring the manufacture of 

carbon. (Interviewee No.2, email, April 26, 2010) Furthermore, deputy of each subsidiary 

including headquarters had to attend carbon black’s conference which was held for debating 

current situation and future trend of carbon industry (Interviewee No.1, personal 

communication, April, 26, 2010). Therefore it can be seen that meeting, conferences and 

business trips help to build opportunities of sharing ideas and good relationship through 

conversation among executives or managers within organization and with related parties 

although sometimes it takes time and spend money to come the meeting. This is criticized by 

Bolman & Deal (2003, p.55) that disadvantage of contacting informally is to take risk in 

terms of time and money. 

• SOCIALIZATION 
 

Socialization is one of essential mechanisms which being implemented in organization. It can 

be seen that Tokai Carbon designs rotation policy through its subsidiaries for upper managers 

and all employees so that they can acquire more knowledge from different locations, different 

experiences and viewpoints. This not only brings about higher career path of all members in 

organization since each individual has potential to be developed skills and to be promoted 

while operating in either home country or host country, but also encourages communication 

and cooperation between headquarters and among subsidiaries in order to decline interests 

differently as well (Interviewee No.1, personal communication, April 26, 2010). This 

complies with Nohria & Ghosal (1994, p.493) describing that setting common values by 

emphasis on rotation declines diverse interests but promotes mutual interdependence. 

Likewise, managing director and technical consultant are rotated from headquarters in Japan 

to TCP in order to organize structure, control production plant and learn cultures (Interviewee 

No.1, personal communication, April 26, 2010) whilst manager from Japan is moved to 

China in order to control operations therefore, manager has an opportunity to acquire new 

knowledge about the way to manage stock (Interviewee No.2, email, April 26, 2010). As 

mentioned above, this expresses that socializing process is acted through doing rotation 

between headquarters and subsidiary. (Martinez & Jarillo, 1991, p.432) 
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Furthermore, attending training is also vital for employees to acquire knowledge and ideas in 

order to use in practical way and reach the achievable goals. Tokai Carbon not only gives 

some training courses by supporting staffs from Thailand to going Japan so as to learn 

advanced technology, but also it realizes training by plant visits and learning from doing job. 

(Interviewee No.1, personal communication, April 26, 2010) Meanwhile, Tokai Carbon has 

delivered trainers to Tokai Tianjin in order to provide general knowledge like working and 

target of company. Besides, on the job training and orientation is another part of training 

program as well. (Interviewee No.2, email, April 26, 2010) Additionally, Tokai Carbon 

communicates organization culture through Japanese’s behavior. To illustrate, working hard, 

showing enthusiasm and punctuality concerns are way of Japanese manner which all 

employees absorb and practice under working environment. (Interviewee No.1, personal 

communication, April 26, 2010) Furthermore, organization culture is built up through the 

speech or message from president as well as displaying managing director’s announcement 

on noticeboard about annual goal and corporate activities so that all employees could realize 

the importance of goal and perceive this culture (Interviewee No.2, email, April 26, 2010). 

This represents to assists in motivating people to have mutual understanding and go to the 

same direction (Nohria & Ghoshal, 1994, p. 493). As all mentioned above, this is also 

asserted by Martinez & Jarillo (1991, p.432) that organization culture is fostered through the 

procedure of socialization which shares information within organization like values and goals 

of company as well as training is embedded in socialization process. 

 

Besides, it can be apparent that shared values are embedded in corporate philosophy and code 

of ethics. Concerning philosophy, Tokai Carbon set core philosophy for all members within 

firm. This philosophy called as, “reliability” meaning that reliability should be created within 

organization and delivered toward customers, suppliers and other related parties (Tokai 

Carbon, 2010, corporate philosophy). Furthermore, “Immersing ourselves in the field of 

creation and accepting all challenges in order to improve our competitiveness” (Tokai 

Carbon, 2010, message from president) is another philosophy for reminding all employees or 

subsidiaries to be creative and confront challenges. More importantly, Code of Ethics 

enhances beliefs which control behavior through moral. Employees or subsidiaries have to 

concern fair business activities and human rights (Tokai Carbon, 2010, corporate 

philosophy). This can be linked to Hennart (1991, p.82) that socialization is inferred as 

indirect behavior control for employees to absorb their beliefs by recurring many times 

through philosophy of firm. Under Code of Ethics, activities are also conducted according to 

international regulations for employees (Ibid.). This represents that having shared values does 

not imply that hierarchy structure is not required but it exists implicitly. (Nohria & Ghosal, 

1994, 494-495) Moreover, apart from core philosophy of mother company, TCP also has its 

own corporate philosophy in order to lead members to go to the same direction. Its 

philosophy involves with continuing to have high quality products as well as develop carbon 

products in order to meet customers’ satisfactory (Thai Tokai Carbon, 2010, corporate 

philosophy) whilst corporate philosophy of Tokai Tianjin is known as trust bond which 

emphasizes on social relationship and environment (Tokai Tianjin, 2010, philosophy). 
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6.3 COMPARATIVE ANALYSIS 

In the final analysis, it can be seen that coordination mechanisms in term of formal and 

informal mechanisms between Tokai Carbon and TCP & Tokai Tianjin are mostly used in the 

similar way nevertheless, a few differences are found in their collaboration. 

 

With respect to formal mechanisms, firstly, departmentalization is viewed from grouping 

works into divisions regarding functional activities are set by Tokai Carbon and then applied 

to TCP and Tokai Tianjin as the same standard. Secondly, in relation to centralization, Tokai 

Carbon pools management power from TCP together with Tokai Tianjin to be at the center. 

For example, both TCP and Tokai Tianjin have to ask for permission from Tokai Carbon 

before purchasing feed stock oil. Thirdly, referring to formalization and standardization, 

Tokai Carbon set policies and rules for TCP and Tokai Tianjin in order to perform in the 

same practices. To illustrate, Tokai Carbon issues four guidelines for employees as a standard 

pattern. Fourthly, regarding planning, both TCP and Tokai Tianjin can set local planning 

about working process, budgets, etc. nonetheless, they also have to request approval from 

Tokai Carbon. Lastly, output control is used in the same way for controlling TCP as well as 

Tokai Tianjin’s performance in the form of numerical percentage. For behavior control, 

Tokai Carbon directs TCP’s behavior by checking outcomes quality whereas Tokai Tianjin is 

governed by Tokai Carbon through its work progress. 

 

In contrast to formal mechanisms, subtle mechanisms regarding lateral relations, informal 

communication and socialization. First, concerning lateral relations, when products are used 

up, one subsidiary has to contact directly with headquarters and other subsidiaries to import 

goods. Additionally, task forces or special teams are set up for cooperating only between 

Tokai Carbon and TCP while Tokai Tianjin has never formed special team yet. Second, 

meetings and conference are also concerned in informal communication between Tokai 

Carbon and TCP & Tokai Tianjin. Finally, regarding socialization, Tokai Carbon realizes the 

importance of doing rotations and trainings as tools for sharing information about norms, 

values and cultures with TCP and Tokai Tianjin. More importantly, philosophy is another 

tacit tool for employees to behave in the same way. Consequently, TCP along with Tokai 

Tianjin have to follow mother corporate philosophy known as reliability. However, they have 

their own different philosophy. TCP focuses on the quality of carbon product whilst Tokai 

Tianjin pays attention to trust bond relating to environment issues and social relationships. 
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7.CONCLUSIONS AND RECOMMENDATION 
 
 

In this section, it consists of two issues; conclusions and recommendation. The conclusions are drawn 

showing the summary of thesis based on analysis part. Then, recommendation is also given for 

company according to the thesis results. 

 

In order to answer research question, “how does Japanese company coordinate with its 

subsidiaries in Thai and Chinese markets”? 

7.1 CONCLUSIONS 

 

To manage the large multinational corporations, the organization structure is the critical 

aspect that should be considered and well-developed, as well as, the means of coordination 

between mother company and its subsidiaries so that MNC can work effectively in 

competitive global market environment. Tokai Carbon has organization structure that 

headquarters intensely supervises the subsidiaries’ management, subsidiary managers are 

allowed to make only some operational decisions which is best described as simple home-

based structure.  

 

Among diverse subsidiaries, Tokai Carbon employs several coordination methods in order to 

get along well with Thai and Chinese subsidiaries. Departmentalization is done by Tokai 

Carbon and used to categorize job functions of TCP and Tokai Tianjin into proper divisions 

so as to be monitored easily. The decision making seems concentrated at management team 

of Tokai Carbon as a must. The policies, rules and standard procedures are designed by 

headquarters as formal practices for the whole organization in order that TCP, Tokai Tianjin 

and other subsidiaries can perform in the same manner. To accomplish the same objective, 

goals setting and strategic plans are formulated by Tokai Carbon and distributed to TCP and 

Tokai Tianjin to follow. Then, rewards and benefits are awarded based on each performance. 

Additionally, in order to control firm’s performance, output control which is set by Tokai 

Carbon is implemented to measure outcomes or performances of TCP and Tokai Tianjin 

employees whereas behavior control is concerned to assure that TCP and Tokai Tianjin 

employees can carry out activities and practice in effective way to reach company goals. 

More importantly, subtle mechanisms are actively encouraged in organization. Initially, 

cross-department relations are used for contacting directly among managers of TCP & Tokai 

Tianjin and Tokai Carbon in order to perform their work. Furthermore, task forces are formed 

to present lateral communication only between TCP and Tokai Carbon but this formation is 

not found in Tokai Tianjin operations. Secondly, informal communication is another mean of 

coordination within firm. Tokai Carbon exchanges ideas and communicates with Thai and 

Chinese subsidiaries through meeting, conferences and business trips in order to create more 

close relationship among them and make the subsidiaries’ practice and decision easier along 

with headquarters. Lastly, Socialization plays an important role in the company.  It is tacit 
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tool which Tokai Carbon embeds in TCP and Tokai Tianjin through corporate philosophy, 

job rotations, trainings and organization culture in order that employees concern the same 

goal and values. Moreover, apart from main corporate philosophy, TCP’s philosophy differs 

from Tokai Tianjin’s philosophy. However, each has to follow its own philosophy as well. 

In conclusion, the importance of structure and coordination mechanism should be concerned. 

Each organization manages structure and coordinates its operations differently. The more the 

organization becomes complex, the higher coordination is required. Nevertheless, it is 

difficult to explain which structural type and coordination tools suit for each organization 

since firm has to face diverse internal and external environment. Consequently, it has to be 

firm’s ability to form appropriate structure and implement collaborative tools in accordance 

with its contexts and conditions in order to create harmony within organization and work 

effectively across borders. 

7.2 RECOMMENDATION 

 

After studying the structure of Tokai Carbon together with its cooperation among the 

subsidiaries abroad, some points can be seen that Tokai Carbon can develop and enhance 

better coordination in order to harmonize effectively with its subsidiaries. In some areas of 

decision making, Tokai Carbon should decentralize more power to the local management 

therefore the situations are faster responded to the changing business contexts. Furthermore, 

when local people are appointed with higher responsibilities and commands, they not only 

will perceive that authorities are on their hands, but also put more effort to complete their 

tasks. 
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8.IMPLICATIONS 
 

 

This is the final section showing that the implication is suggested for students who are interested in 

undertaking a similar study. 

 

Due to the limitation of accessing information, this thesis only highlight on Japanese’s 

structure as well as compare its coordination between Japanese headquarters and Thai & 

Chinese subsidiary. As a consequence, further study should be considered on comparing the 

coordination with other countries in the same region or other regions such as Europe and 

America. Moreover, it will be more beneficial if further thesis is conducted regarding 

structure, coordination and network by making a comparison between two companies in 

different countries or industries depending on personal interest and ability to obtain data. 

Consequently, the research question for future study may be asked as follow;  

1. How do Japanese and European companies coordinate with its subsidiaries in different 

regions? 

2. How do Japanese and European companies use network for coordinating with external 

stakeholders such as suppliers and customers? 
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APPENDIX 
 

APPENDIX A : INTERVIEW’S INFORMATION  

 

Topic 

                       company name 

Thai Tokai Carbon Product 

Co., Ltd. (TCP)  

Tokai Carbon (Tianjin) 

Name of Interviewee   Ms. A* (interviewee No.1) Mr. B* (interviewee No.2) 

Position Assistant Sales Manager Assistant Planning and 

Marketing Development 

Manager 

Data Collection Method Interview via telephone E-mail interview 

Length of the interview   Approximately two hours Two weeks (respond time) 

Main topic*    Tokai Carbon’s structure and 

its coordination between 

Tokai Carbon and TCP 

Tokai Carbon’s structure and 

its coordination between 

Tokai Carbon and Tokai 

Tianjin 

*Limitation : Some information is confidential. 

 

APPENDIX B : INTERVIEW QUESTIONS AND ANSWERS 

 

We are studying Master Degree majoring in International Business & Entrepreneurship in 

Malardalen University (Sweden). Presently, we are conducting Master Thesis concerning 

with organization structure and coordination mechanism thus, we are interested to apply your 

company as a case study in our thesis. This questionnaire is used as a source of information in 

our thesis. We are very thankful if you can provide us the answer based on questions below. 

Thank you very much for your kindness and cooperation. 

 

Please state your name and position. 

Name : Ms. A (called as interviewee No.1) 

Position : Assistant export sales manager 

Company: Thai Tokai Carbon Product Co., Ltd. 
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Organization Structure 

 

1. Does Tokai Carbon tightly control your subsidiary’s decision making at the center?  

Ans. Yes, Most of decision makings require the approval from HQs. 

 

2. Does your subsidiary have power to make decisions on such as sales and marketing, 

research and development, manufacturing operations? 

Ans. No, TCP cannot make any decisions on sales and marketing, research and 

development, manufacturing operations. Tokai Carbon management team has 

responsibility to do it. For example, main carbon products and research& development 

are performed by Tokai Carbon in order to react to market in domestic and 

international. Another example is that production expansion of TCP is conducted to 

raise manufacturing capacity plant. Employees are transferred from other departments 

within subsidiary and also from Tokai Carbon are joined as a special team for 

evaluating investment data such as customer targets, location, costs before expanding. 

Management team has power to decide on expansion and MD brings the proposal of 

this project to HQs and requests for approval.  

 

3. Do you make strategic decisions by your own or you have to ask the permission from 

HQs?  

Ans. No, strategic decisions cannot be made by TCP, but HQs makes it. 

 

4. Do your subsidiary’s activities mainly focus on sales & marketing services and product 

modifications? 

Ans. TCP activities focus on sales & marketing (60%) and production (40%). No 

product modifications are performed at TCP, but all product modifications and 

development are operated at headquarters as a center of advanced technology. TCP only 

concerns the modification of manufacturing process in order to improve productivity 

through debottlenecking system. Decreasing bottlenecking can make manufacturing 

process smoothly and augment output. Project teams are formed up, comprising 

technical staffs from TCP and technical advisors from Tokai Carbon. Teamwork with 

good communication and collaboration helps implementing this project successfully.  

 

5. Are your subsidiary’s activities performed in order to meet your own target goal or 

achieve the whole corporate goal? 

Ans. Yes, TCP performs activities to meet own target and the whole corporate goal. 

 

6. Does your subsidiary have freedom to make decisions on buying raw materials from 

suppliers to use in production? 

Ans. No, marketing managers at TCP has to give the offer of oil suppliers to HQs 

management team for the approval since the feedstock oil is the major raw material 

(90% of all materials) which its price has an effect on total production cost. Raw 

materials are bought from domestic supplier at olefin plants and import from US 

supplier, refinery and blender factories. For US supplier, purchasing oil contract is 
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signed at market price before delivering product in one month later. However, minor 

materials can be bought by TCP according to HQs guidelines. To be a leader in carbon 

black industry, TCP attempts to maximize customers’ satisfactory through on-time 

delivery and product quality. 

 

7. Does your subsidiary have freedom in selecting customers to sell products? 

Ans. Yes, Tokai Carbon give freedom to TCP to choose customers based on its own 

considerations. TCP has to ensure that the new customers are not the same customer 

group with agent customers of TCP in order to keep away from price competition. 

Moreover, Tokai Carbon seeks new customers for TCP as well.  

 

8. Does your subsidiary use the resources such as money, know-how and human resource, 

based on your own (local) or from HQs? 

Ans. Know-how is derived from Tokai Carbon whereas human resources are both hired 

from local people and sent from HQs. TCP uses its own money and Tokai Carbon also 

sends money capital to support. 

 

9. Does your subsidiary have to coordinate activities such as information, products sharing 

among HQs and other subsidiaries? 

 Ans. Yes, products are shared among subsidiaries and HQs when the stocks are run 

out. For TCP, it contacts Tokai Tianjin in order to send carbon black products to TCP as 

a supporter, so that TCP can supply the product to its customer on time and make sure 

that the customers are satisfied, following the corporate policies. 

 

10. Does HQs control your subsidiary through financial performances? If yes, how? 

Ans. Yes, by comparing financial performances with goals. 

 

11. How does Tokai Carbon communicate the organization culture through your 

subsidiary? 

Ans. Through Japanese bosses’ behavior. For example, hard-working and enthusiastic 

can be seen from their working styles. Moreover, they concern much about punctuality 

and chain of command. Therefore, people in the office understand and adapt their styles 

to perform their jobs. 

 

12. Does your subsidiary have to rotate managers or employees with the HQs or other 

subsidiaries to transfer information and knowledge? If yes, what kinds of knowledge 

did you learn from rotation? 

Ans. Yes, Tokai Carbon set policies for doing rotation to promote managers and 

employees both within headquarters and among subsidiaries to enhance them to gain 

knowledge and experiences from various locations. This leads to higher career 

opportunity of employees because they have skills and their own capabilities. Also, it 

establishes good communication and cooperation between Tokai Carbon and TCP. 

Japanese bosses from Tokai Carbon are rotated to TCP in order to control businesses 

and operations as well as managers and employees of TCP are sent to Tokai Carbon so 
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as to be educated about management, working lifestyles, cultures and operational 

control.  

 

13. Does your subsidiary have the trainings among subsidiaries and HQs? If yes, please 

give more details of trainings that you have. 

Ans. Yes, skillful technicians from HQs are delivered to TCP as an advisor for 

customers in Thailand. In contrast, some technical staffs of TCP are sent to HQs for 

joining seminars and training so as to acquire new knowledge relating to technologies. 

Also, on the job training and visiting plant are important. 

 

Coordination Mechanism 

Departmentalization 

1. How is your subsidiary divided into department? 

Ans.  Functional department. 

 

2. How many departments does your subsidiary have? What kinds of departments do you 

have such as finance, marketing department and etc.? 

Ans.  There are nine departments named as Operation, Marketing, Engineering, 

Maintenance, Technology Environment and Quality, Logistic, Finance, Procurement, 

Corporate Affairs. Marketing department has duty to look after old and new customers 

who are categorized into 5 groups; main customers, minor customers, auto-part 

customers, agent customers and export customers. Exporting and importing products 

are two main responsibility of marketing officer. 

 

3. Who has the authority to assess employees’ performances in each department? 

Ans. Department managers evaluate their subordinates and give reward such as 

increasing salary and punishment. 

 

Centralization 

1. Is the decision-making centered at top management or managers have authority to 

decide? 

Ans. Yes, decision-makings are mostly centered at Tokai Carbon. (more information 

provided in organization structure part) 

  

2. What roles do Japanese managers have in the department? (Does he/she have authority 

in making final decisions)? 

Ans.  Japanese managers perform a role as a middleman who reports all situations in 

TCP to HQs and for decision making, Japanese managers also send the proposal and 

request for permissions from HQs in order to pool all power to be at head office. 

 

3. Does your subsidiary have to send report directly to HQs? 

Ans. Yes. 
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Formalization 

1. Does HQs set management structure for your subsidiary? 

Ans. Yes, Tokai Carbon designs management structure for TCP and TCP adapts it 

according to local surroundings and matches with international rules. 

 

2. What are the rules and regulations for you to perform, following Tokai Carbon? 

Ans. TCP follows job description, company culture, policies and four guidelines. 

 

3. Do you have rules or policies or manuals as a guideline for day-to-day operations? 

Ans. For day-to-day operations, employees have to work starting from 8.00 A.M. to 

5.00 P.M. They do their job based on company policies. If there are any problems, 

employees have to report directly to their managers. 

 

4. Does HQs set the guidelines for the behavior of your subsidiary’s employees to follow? 

If yes, what are the guidelines? 

Ans. HQs has set four guidelines for controlling TCP’s behavior. 

 

5. Do you know company’s philosophy and code of ethics? If yes, how do you apply it 

into your working environment? 

Ans. Yes, the details of philosophy and code of ethics are in Tokai Carbon’s website.  

 

Planning  

1.  Who set the strategic planning including working process, time plan, budgets and goals 

for your subsidiary? 

Ans.  Management team sets the strategic planning including working process, time 

plan, budgets and goals and then planning report has to send to Tokai Carbon and asks 

for approval before adoption. Sales forecast is done for setting strategic planning in a 

long run. Good forecast helps the production to meet customers’ demand in optimal 

level without losing opportunity cost and reducing holding cost. But error forecast has 

bad effects to plan. Past data concerning marketing and customers’ information are used 

for sales prediction. Benefits of forecast decrease uncertainty and increase additional 

choices for managers. For marketing department, marketing officers have to present 

amount of sales forecast according to their knowledge and experiences so as to 

anticipate customers’ demand. Then production department uses that information to 

decide on production capacity, inventory management and setting schedule every 

month. Moreover, for finance and accounting department, forecast is applied in 

planning budget and controlling cost as well. These actions are all called as cross-

functional planning. 

 

2.  What are the criteria in evaluating subsidiary between performance or financial results?  

Ans. Financial performance. 
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Output 

1.  What are your subsidiary’s goals? 

Ans. Reaching ROA, ROE, profits 

 

2. Is your subsidiary goals clear to be measured? Please give example. 

Ans. Tokai Carbon sets the percentages of profit, return on asset (ROA) and return on 

equity (ROE) as financial indicators for TCP to follow. For example, in year 2010, 

targets are net profit 7.5%, ROA 9%, ROE8%. And targets have been changed every 

year for business challenges. 

If yes, when your performances meet the goal or target, what is the reward that you get? 

Ans. When financial performances meet the target, more bonus, increasing salary and 

more benefits like welfare are given to be rewards. 

If no, what are the criteria of evaluating performance? 

 

3. Do you gain incentives based on your performance?  

Ans. Yes. 

 

4. How does HQs monitor the behavior of subsidiary manager? 

Ans. HQs monitors behavior of TCP managers through quality of outcomes. 

 

5. How many times has your subsidiary been evaluated by HQs per year? 

Ans. Once per year. 

 

6. Who has the duty of assessing your performances? 

Ans. Top management team at headquarters. 

 

7. Do the outcomes of evaluation have an effect on your salary, bonus and rewards? 

Ans. Yes. 

 

8. Are there any rewards for employees who have the best performance of the month or 

year? 

Ans. No. 

 

Lateral or Cross-departmental relations 

1. Do you have direct contact with HQs and other subsidiaries in the same department? If 

yes, how? 

Ans. Yes, Tokai Carbon sends email or makes a call directly to TCP managers in case 

Tokai Carbon needs some essential information such as stocks, customers and related 

matters. In addition, when TCP has not enough carbon products to sell, TCP managers 

have to make a direct call or email to Tokai Tianjin dealing with the carbon products 

such as price, quantity, transit time, and other relevant documents. 
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2. Does your subsidiary have special teams for unusual incidents (launching new products, 

facing technological changes)? 

Ans. Yes, TCP sets up special teams for production expansion project, and 

debottlenecking system. 

 

3. What activities does your department perform for creating relationship with other 

subsidiaries? 

Ans. Share customers’ information. 

 

4. Does your subsidiary have training program before starting to work? Please tell training 

program. 

Ans. On the job training and plant visiting orientation. 

Informal communication 

1. Does the HQs have the business trip or corporate meetings between HQs and you? 

Ans. Yes, supply meetings are to inform current sales volume and share customers’ 

information among departments to work efficiently.  Board meetings are to follow work 

progress and report current situations. Management team from Tokai Carbon comes to 

visit TCP manufacturing plant occasionally to monitor the product quality and to 

strengthen relationship. Additionally, marketing manager seeks customers’ potential by 

visiting customer plants with modern technology and production developments. After 

that, he makes a summary of customers’ research in order to use data for sales forecast. 

Besides, it assists on keeping relationship with existing customers for a long term. 

Another visit is to monitor creditability of customers who postpone their payments.  

Recently, there was a world meeting conference named as “Carbon Black 2009 

Perspective in Asia Pacific” at Dusit Thani Hotel in Bangkok, Thailand. This event 

brought Carbon Black manufacturers together with feedstock oil suppliers from many 

countries around the world to attend conference by expressing current status of Carbon 

Black industry in Asia Pacific and discussing the future growth of this industry as well. 

The representatives from headquarters and management team of each subsidiary also 

attended this conference in order to update information and share opinions within 

company and suppliers. 

 

2. How often does your department have meetings with other departments or HQs? 

Ans. Supply meetings once/month, Board meetings once/quarter. 

  

3. Who has to attend the meetings? 

Ans. Supply meetings : Management Team and managers from each department of 

TCP. Board meetings : Chief Executive Officers and Managing Directors from Tokai 

Carbon, Shareholders, Committees and Management Team of TCP. 
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Socialization 

1. What is your company’s culture? 

Ans. Combinations between Thai and Japanese culture. Japanese culture is learned 

through Japanese bosses’ management styles. 

 

2. What are the values or norms that your subsidiary has to practice in the same way? 

Ans. Reliability and TCP’s philosophy (see more details in TCP’s website) 
 

                                   ************************************************* 

Name : Mr. B (called as interviewee No.2) 

Position : Assistant planning and marketing development manager 

Company: Tokai Carbon Tianjin Co., Ltd. 

 

Organization Structure 

 

1. Does Tokai Carbon tightly control your subsidiary’s decision making at the center?  

Ans. Yes. 

  

2. Does your subsidiary have power to make decisions on such as sales and marketing, 

research and development, manufacturing operations? 

Ans. No 

 

3. Do you make strategic decisions by your own or you have to ask the permissions from 

HQs?  

Ans. No, Tokai Tianjin cannot make decisions, but has to ask the permissions from 

HQs. 

 

4. Do your subsidiary’s activities mainly focus on sales & marketing services, production 

and product modifications? 

Ans. Yes. Tianjin focuses on both sales & marketing and production equally, excepting 

product modifications. 

 

5. Are your subsidiary’s activities performed in order to meet your own target goal or 

achieve the whole corporate goal? 

Ans. Yes, Tokai Tianjin has to meet both its target goals and corporate goals. 

 

6. Does your subsidiary have freedom to make decisions on buying raw materials from 

suppliers to use in production? 

Ans. No, purchasing raw materials are under HQs decisions. 
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7. Does your subsidiary have freedom in selecting customers to sell products? 

Ans. Partially yes, Tokai Tianjin can select own customers but HQs also suggests other 

customers to Tianjin as well. 

 

8. Does your subsidiary use the resources such as money, know-how and human resource, 

based on your own (local) or from HQs? 

Ans. Money and human resources are combinations of HQs and Tokai Tianjin. But 

know-how technology is transferred from HQs only. 

 

9. Does your subsidiary have to coordinate activities such as information, products sharing 

among HQs and other subsidiaries? 

 Ans. Yes, Tokai Tianjin has to coordinate information and products about customers, 

stocks with HQs and other subsidiaries. 

 

10. Does HQs control your subsidiary through financial performances? If yes, how? 

Ans. Yes, through target goals such as ROA, ROE. 

 

11. How does Tokai Carbon communicate the organization culture through your 

subsidiary? 

Ans. Tokai President message or speech. Announcements are posted via noticeboard to 

inform annual goals and organization activities. 

 

12. Does your subsidiary have to rotate managers or employees with the HQs or other 

subsidiaries to transfer information and knowledge? If yes, what kinds of knowledge 

did you learn from rotations? 

Ans. Yes, managers from Tokai Carbon are transferred to Tokai Tianjin in order to 

distribute information regarding technologies and how to control stocks in China. 

 

13. Does your subsidiary have the trainings among subsidiaries and HQs? If yes, please 

give more details of trainings that you have. 

Ans. Yes, Tokai Tianjin employees learn from Japanese trainers concerning goals, jobs 

and rules in order to understand and perceive the practices to reach targets. 

 

Coordination Mechanism 

Departmentalization 

1. How is your subsidiary divided into department? 

Ans. Functional divided. 

 

2. How many departments does your subsidiary have? What kinds of departments do you 

have such as finance, marketing department and etc.? 

Ans. nine departments; Finance, Marketing, Purchasing, Logistic, Production, Human 

Resource, Quality Control and Engineering, Maintenance. 
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3. Who has the authority to assess employees’ performances in each department? 

Ans. Managers of each department. 

Centralization 

1. Is the decision-making centered at top management or managers have authority to 

decide? 

Ans. Yes, most of decision-makings center at top management of HQs. 

 

2. What roles do Japanese managers have in the department? (Does he/she have authority 

in making final decisions? 

Ans. Their roles are advisor and mediator between Tokai Carbon and Tokai Tianjin to 

exchange information. 

 

3. Does your subsidiary have to send report directly to HQs? 

Ans. Yes 

Formalization 

1. Does HQs set management structure for your subsidiary? 

Ans. Yes, HQs set it and Tokai Tianjin applies it to match with its environment. 

 

2. What are the rules and regulations for you to perform, following Tokai Carbon? 

Ans. Four guidelines (please see more details in Tokai Carbon’s website), job 

description, operational rules and corporate policies (please see in annual report). 

 

3. Do you have rules or policies or manuals as a guideline for day-to-day operations? 

Ans. Yes. 

 

4. Does HQs set the guidelines for the behavior of your subsidiary’s employees to follow? 

If yes, what are the guidelines? 

Ans. Yes, four guidelines. 

 

5. Do you know company’s philosophy and code of ethics? If yes, how do you apply it 

into your working environment? 

Ans. Yes, philosophy involves with reliability. Code of ethics concerns fair business 

activities. (please see more details in Tokai Carbon’s website) 

Planning  

1. Who set the strategic planning including working process, time plan, budgets and goals 

for your subsidiary? 

Ans. Top management. 

 

2. What are the criteria in evaluating subsidiary between performance or financial results?  

Ans. ROA, ROE, profit.  
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Output 

1. What are your subsidiary’s goals? 

Ans. Profit, Return on asset, Return on equity. 

 

2. Is your subsidiary goals clear to be measured? Please give example. 

Ans. Yes, in term of percentage number. 

If yes, when your performance meets the goal or target, what is the reward that you get? 

Ans. Employee will get monetary rewards such as salary, bonus. 

If no, what are the criteria of evaluating performance? 

 

3. Do you gain incentives based on your performance? 

Ans. Yes 

 

4. How does HQs monitor the behavior of subsidiary manager? 

Ans. Performance and working progress. 

 

5. How many times has your subsidiary been evaluated by HQs per year? 

Ans. Once per year. 

 

6. Who has the duty of assessing your performances? 

Ans. Top management at HQs. 

 
7. Do the outcomes of evaluation have an effect on your salary, bonus and rewards? 

Ans. Yes. 
 

8. Are there any rewards for employees who have the best performance of the month or 

year? 

Ans. No 
 

Lateral or Cross-departmental relations 

1. Do you have direct contact with HQs and other subsidiaries in the same department? If 

yes, how? 

 Ans. Yes, contact directly with Tokai Carbon by email and phone if Tokai Carbon need 

more data such as stocks and customers’ details. In case out of stocks, Tokai Tianjin 

sends email or call to other subsidiaries for supporting and delivering stocks to Tokai 

Tianjin. 

 

2. Does your subsidiary have special teams for unusual incidents (launching new products, 

facing technological changes)? 

Ans. No. 

 

3. What activities does your department perform for creating relationship with other 

subsidiaries? 

Ans. Company outing trip. 
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4. Does your subsidiary have training program before starting to work? Please tell training 

program. 

Ans. Company orientation and on the job training. 

 

Informal communication 

1. Does the HQs have the business trip or corporate meetings between HQs and you? 

Ans. Yes, corporate meetings are held to follow up with market situations, internal 

production and financial performance. Business trip is to visit plant by HQs to inspect 

carbon production. 

 

2. How often does your department have meetings with other departments or HQs? 

Ans. Board meetings are held quarterly. 

 

3. Who has to attend the meetings? 

Ans. Executives from Tokai Carbon, top management and representatives among 

departments from Tokai Tianjin. 

 

Socialization 
1. What is your company’s culture? 

Ans. Culture mix between China and Japan. 

 

2. What are the values or norms that your subsidiary has to practice in the same way? 

Ans. Tie of reliability and Tokai Tianjin philosophy (trust bond)  
 

 

********************************************************************* 

 

 


