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INTRODUCTION 
 

In all of the literature on management and organization, including that part of it devoted 
to studying its practice comparatively across societies, there is remarkably little attention paid 
empirically to understanding the mental landscape of those in positions to shape enterprise. The 
view held by a board of why a firm exists is arguably crucial in shaping organizational action.  
Even though there are inevitably managerial universals, it is also likely to be one of the things 
that differs strongly across societies, given the alternative constructions of reality that different 
cultures introduce.  We present empirical evidence here for such societal differences and 
consider the implications for the understanding of global variety in economic organizations. We 
take Germany and Japan as our examples, partly because they are often seen as similar; so 
differences found are suggestive of greater between-society differences elsewhere. 
 

THEORY 
 

Our analysis focuses on advanced capitalist societies with large complex organizations 
with public accountability.  It is for later research to discover if such analysis can extend to less 
economically developed societies, or to forms of organization subjected to more personalized 
structures of domination. 

In advanced forms of capitalism there are two primary bases on which the sense-making 
of senior executives rests: the core logics of capitalism itself, and the heritage of ideals derived 
from a society’s history.  They are inter-twined but can be separated for analysis.  We 
acknowledge that personal motives and perspectives may also be in play, although in the cases 
we have in mind, the surrounding institutional fabric and balance of forces are likely to condition 
them; personal whims would be hard to exercise in most such firms. 

Heilbronner (1985: 107) in his work on the nature of capitalism argues that an ideology – 
“a system of thought and belief by which dominant classes explain to themselves how their social 
system operates and what principles it exemplifies” – contains a moral dimension.  The ideology 
of capitalism—in his terms “the development of bourgeois clarification”— contrasted with 
earlier ideologies that had supported feudal or tributary systems of economic order.  The earlier 
ones borrowed their moral bases from one of the world religions.  Capitalism, in contrast, is 
essentially secular and has had to construct its own. In doing this, its major challenge has 
historically been (and dramatically now continues to be) to escape from charges of 
acquisitiveness and greed.  Avarice in Christian thought was the foulest of the sins, and in most 
other religions was equally condemned.  Adam Smith viewed the acquisition of things as 
contemptible, trifling, and vulgar (Heilbroner, 1985: 110).  



This is not the place to review subsequent and continuing debates on that morality or on 
matters such as the role of the state.  Suffice it to say that each major economy has come to its 
current formula by trial and error including borrowing.  The formulae adopted normally include 
– explicitly or otherwise – a moral content, examples of which are the American belief in 
self-improvement and self-responsibility that can lead to a better life for a person and 
dependents. Such formulae evolve and change as people respond to their results, and such 
changes are usually shaped in the election process for government. 

We take it that people working together in a boardroom in a particular society will share a 
“worldview,” even though individual variations will exist in its interpretation.  That worldview 
derives largely from a shared culture.  There may well be deviants within the group, but we have 
taken the assumption that they will have largely absorbed the dominant view as part of their 
socialization into their roles.  Following Koltko-Rivera (2004), we see them comprising three 
connected elements: existential beliefs seen as essentially true or false; evaluative beliefs seen as 
essentially good or bad; and prescriptive or proscriptive beliefs, seen as judgments as to desirable 
and undesirable means or ends. Our interest is in all three. 

In any society there is a legacy of the past that provides guidelines about the main human 
dilemmas.  For economic life to be organized in its modern capitalist forms, those dilemmas may 
be summarized under five headings, each presenting a challenge to society as to how it will be 
handled in the economic realm (connected as that is always to the political realm); these are 
supported in a wide and historic literature we discuss elsewhere.  In very crude terms, this is 
about how new wealth may be created, and how it may then be shared.  Such “philosophical” 
issues are at the heart of our findings, which will show how two societies vary in their 
interpretations.  

We term the views of the executives their rationale, i.e., their reasons for doing things 
one way rather than another—the “sensemaking” in Weick’s (1995) terms. This complex of 
ideas divides into two main fields, one of which is their view as to the ideal shape and 
functioning of their society’s economy, explored by us elsewhere (Witt & Redding, 2009).  Here 
we treat the other field, which is that of the rationale for the firm itself.  The initial simple 
question “What is the firm for?” raises issues of the role of firms in society and the ways in 
which the firm-society relationship should be constructed and managed.  It is an assumption that 
such meanings will shape both the priorities and processes of firms.  

Our conceptual framework sees a “base” layer of culture providing meaning, interacting 
with a “middle” layer of institutions providing order, and the two together influencing the “top” 
layer of economic action seen as a complex system of coordination (North, 2005; Redding 2005, 
2008). Causation is a matter of constant reciprocal flows of influence, following the notion of 
complex adaptive systems.  
 

DATA AND METHOD 
 

We used an ethnographic approach involving interviews with senior executives of major 
firms in Germany and Japan.  These interviews took place between June 2002 and April 2003.  
Overall, we interviewed 34 senior executives, 17 in each country (list available on request).  We 
defined senior executives to include active or recently retired management and supervisory board 
members in Germany, and senior executives as active or recently retired management board 
members in Japan.  All interviewees were senior executives of major firms in the respective 
country.  In Germany, we defined as “major firms” those large enough to qualify in principle for 



a listing in the MDAX index of the Frankfurt stock exchange, which consists of the 100 largest 
listed corporations.  This was regardless of whether the firm was actually listed or privately held.  
In Japan, “major firm” referred to firms belonging to one of the six major business groups 
(Westney, 2001) and firms of similarly large size. 

We obtained data through in-depth interviews.  These were semi-structured in format (cf. 
Redding, 1990), a format that is particularly useful for the kinds of exploratory research 
undertaken here because it allows for the discovery and pursuit of issues and ways of thinking 
we did not anticipate.  All interviews were recorded with the consent of the interviewees with the 
understanding that interview contents are not for attribution.  All interviews were conducted in 
the respective native language, except for one interview in Japan for which an executive with 
extended education in the United States chose English. 

We used interpretative content analysis of the interview data to identify the key 
categories of the mental landscape of our interviewees.  To avoid loss of meaning in translation, 
all analysis was performed on transcriptions in the original language of the interviews.  Given the 
exploratory nature of this study, we did not a priori impose categories, but let them emerge (cf. 
Redding, 1990).  We used salience of these categories, as expressed in the number of executives 
referring to them, to determine the core elements in the mental landscapes of both groups.   

Coding reliability was verified by a third person with no prior role in coding the data on 
random samples of the interview transcriptions amounting to 5% of the total length of all 
transcriptions for each country.  For Germany, the percentage of intercoder agreement was 
91.5% (expected agreement by chance alone: 7.2%), with a Cohen’s kappa (Cohen, 1960) of 
0.91, well above the common threshold of 0.70.  For Japan, the percentage of intercoder 
agreement was 86.4% (expected by chance alone: 8.0%), with a Cohen’s kappa of 0.85. 
 

RESULTS 
 
Germany 
 

The key elements in the rationale of senior German executives are, in order of decreasing 
salience, production, employees, shareholders, society, profits, and customers. 

Most German executives tend to regard productive functions as the key rationale of the 
existence of the firm.  Fourteen out of seventeen executives counted production of goods and 
services as an element of their firms’ rationale, and a majority of nine of the interviewees began 
their expositions on the purpose of the firm with reference to production.  Most proximate 
beneficiary of the provision of goods and services undertaken by firms is taken to be society at 
large, with some intersection with the notion of providing for customers’ needs. Accordingly, a 
common theme across all types of industries is the fulfillment of basic needs and the meeting of 
market demand.  Especially executives from financial and basic industries tend to stress the 
contribution of their firms to enabling economic activity in general.  Other executives, especially 
those from less basic industries, tend to point to the value of their products in making possible 
life in society as we know it and driving forward social progress through innovation.  Inherent in 
many propositions with this theme is a sense that firm activities and firm survival are not 
discretionary, but an obligation toward society.  As one executive put it, survival was a matter 
also of “a duty to provide to the market.”  At the same time, executives maintain that the 
productive process contributes to the creation and maintenance of employment in society, which 
is also a key theme in executives’ conceptual treatment of employees as a stakeholder group. 



A second group of six executives began their expositions of rationale with reference to 
providing benefits for the various stakeholders of the firm.  Stakeholders in the conceptualization 
of most executives include predominantly employees, shareholders, and customers, less 
commonly society and rarely suppliers.  This stakeholder view and the earlier emphasis on 
production are complementary.  While the production view stresses the provision of goods and 
services, the latter focuses on the question of who shares the economic surplus created by the 
firm.  The complementary nature of these views is evident in the fact that most interviewees 
beginning their exposition of firm rationale with one theme subsequently refer to the other as 
well.  Both themes thus coexist in the minds of most executives, though the variation in the order 
in which executives evoke them suggests a difference in salience.  The reasons for this variation 
within the sample are unclear. 

What is clear is that employees emerged as the most salient stakeholder group, with 
fourteen executives referring to them as part of the purpose of their firms.  As already observed 
in our discussion of production, executives tend to emphasize the role of the firm in creating and 
maintaining employment.  In addition to providing employees with a livelihood, some executives 
suggested a desire to help employees find personal fulfillment and develop themselves further. 

While shareholders represent the second most salient group of stakeholders, with thirteen 
executives referring to them, virtually no executive argued in favor of pursuing shareholder 
value.  Indeed, the majority of executives never mentioned shareholder value, and when the topic 
was discussed, interviewees typically expressed a dim view.  The rejection of shareholder value 
does not imply that shareholders do not matter.  Most interviewees recognized shareholders’ 
right to earn a decent return, though in some cases seemingly reluctantly.  What the rejection of 
shareholder value does imply is that the interests of financial capital do not supersede those of 
other stakeholders, but coexist and at times compete with them. 

Twelve executives identified society as a stakeholder.  No dominant themes emerged, 
with the discussion ranging from topics such as corporate citizenship and sustainability to 
philanthropy, taxes, and the provision of employment.  Interestingly, to the extent executives 
offered a rank order of the various stakeholders, none of them put society first.  While society is 
thus accepted as primary beneficiary of the provision of goods and services, it seems to be a 
subordinate beneficiary when it comes to the allocation of firm resources. 

Customers represent the least salient group of stakeholders, with only just about half of 
the interviewees referring to them.  Substantively, the propositions in this category offer no new 
insights beyond the recognition of customers as stakeholders.  The low salience of customers, 
however, is intriguing, given the emphasis on providing goods and services discussed initially.  
One interpretation is that to some executives, concern with customers may have been implied in 
their elaborations on providing goods and services to meet societal demands and needs.  

There is widespread recognition among interviewees of the necessity of all stakeholders 
as well as of complex interdependencies among them.  The implication is that the well-being of 
the firm is contingent on its ability to allow all stakeholder groups to benefit at least to some 
extent.  For the firm to be able to do so, it needs to generate profits, a topic upon which eleven of 
the interviewees dwelt. 
 
Japan 
 

The key elements in the rationale of senior Japanese executives are,  in descending order 
of salience, society, employees, shareholders, profits, customers, production, and stakeholders.  



The data suggest that most Japanese executives tend to consider stakeholder value the 
key rationale of the existence of the firm.  This is most readily evident in explicit references to 
stakeholders by just about half of the interviewees, which tended to underline that all 
stakeholders were important.  Stakeholders mentioned include society, employees, shareholders, 
customers, suppliers, and distributors; only the first four of this list were salient in the minds of 
the interviewees, while only three and two executives, respectively, mentioned the latter two. 

Most salient among the stakeholders is society at large, with sixteen out of seventeen 
interviewees emphasizing the importance of serving society.   This emphasis on the usefulness of 
the firm to society is reminiscent of Tokugawa-era management thought in Japan, especially that 
developed among the merchant houses.  To the extent many of today’s leading business were 
once part of large conglomerates formed around merchant houses, it is likely that some of this 
society orientation has survived.  Importantly, society in this context is not limited to Japan, but 
is broadly seen as whatever society one’s business is active in. 

Executives tend to attach importance to their employees.  Fourteen out of seventeen 
interviewees identified employees’ well-being as an objective of the firm.  Focus of attention in 
terms of firms’ contribution to employees was wages and salaries, with attendant positive effects 
on standards of living and stability in family life.  In addition, a number of executives developed 
the theme of the firm as a place of self-fulfillment. 

The emphasis on existing employees contrasts with a relatively limited stress of firms’ 
role in the creation of employment as such.  In other words, while executives perceive to have a 
sense of duty toward their existing employees, their sense of duty in terms of providing new, 
additional jobs is relatively less developed. 

Shareholders are included as stakeholders with considerably less enthusiasm, as evident 
in lower salience—twelve executives acknowledged them—and the least positive affect of all 
major categories.  Executives tend to convey a sense that they see catering to shareholders’ 
interests as a necessary evil.  Pressure from foreign shareholders seemed especially unwelcome, 
and to the extent executives discuss shareholder value, they tend to denounce it.  Accordingly, 
there is no sense that shareholders have the right to determine the fate of the company.  For 
instance, in clarifying relations with shareholders, one executive compares his company to a 
child, and his shareholders, to the child’s parents, in the sense that the shareholders were the ones 
to put up the capital to make the foundation of the firm possible.  Just as a child owed gratitude 
to its parents that is to be expressed as filial piety, he explained, the firm owed gratitude to 
shareholders, expressed in form of dividends.  But just as a child at some point began to lead a 
life of its own free from parental control, so the firm’s existence was to be free of interference 
from shareholders. 

Customers present the least salient group of stakeholders, with ten executives making 
reference to them.  Providing value and even enjoyment through goods and services emerged as 
central theme in this category.  Implied—and in most cases expressed contemporaneously, as 
evident in the first two statements—is a positive view of production and service provision in 
themselves (represented in the figure as “production”).  Just about half of the executives make 
reference to this category, though they did not further elaborate on this category. 

While executives saw a clear linkage between customers and profits, they tended to 
emphasize that customers had priority over profits.  In this view, profits follow naturally if firms 
serve their customers well.  Some executives also identified the delivery of good products to 
customers as one way their firms provided service to society. 

Eleven executives pointed to the importance of profits, though not as an end in itself, but 



as an enabler for the survival of the firm and the pursuit of benefits for stakeholders, as 
previously discussed.  However, there are important qualifications.  One of them we have 
already discussed: to many executives, customer satisfaction comes before profits.  In addition, 
while executives affirm the importance of profit as such, they tend to reject profit as main or only 
purpose, as evident in this statement by two leaders active in services.  Similarly, a number of 
executives spoke out against a focus on short-term profits and maintained that firms should resist 
the temptation of taking “easy profits” without providing genuine value to customers. 
 

CONCLUSION 
 

We have identified some of the differences apparent when senior executives from two 
cultures are asked for their views on why firms exist.  In two societal business systems often 
regarded as close enough to be considered “Rhenish capitalism” in two geographical 
manifestations (e.g., Dore, 2000; Hall & Soskice, 2001), the appearance of differences suggests 
that even greater contrasts would be likely elsewhere.  

Our starting assumptions are that a society’s developmental history and cultural traditions 
will have shaped the “scaffolding” used by key actors in the economy. Such heritage will not be 
the only determinant, as a society seen as a complex adaptive system contains a large number of 
reciprocating causes and effects.  But the management literature is full of explanations derived 
from the logics of economic motives, the influence of technology, and the relations between 
economy and politics.  We do not intend to displace these explanations.  Instead we wish to add a 
further significant influence so far given inadequate attention. 

We refer to the legitimation of managerial authority within a society.  In a normally 
functioning market economy senior executives shape organizations and their behavior in ways 
that can only lead to growth when that behavior is acceptable to its surrounding society.  Such 
executives are responsible for “reading” that relationship and making sense of their duties in the 
light of such perception.  This may also entail them in attempting to shape public perceptions as 
well as responding to them.  In this delicate balancing act they may be expected to bring into 
play their understanding of what a society is likely to see as properly legitimate.  

Given that societies have different shared mental constructions not just of values as to 
what is desirable, but also of perceptions of what is and is not true, and axioms about how life 
should be conducted, then the likelihood of societies converging on a legitimizing belief-set is 
small.  As was argued by Biggart and Delbridge (2004) in their analysis of alternative “systems 
of exchange,” deviations from the perfect market as conceived by Western theorists should not 
be seen as imperfections, nor social relations seen as friction.  Instead, following DiMaggio and 
Zukin (1990), four research questions require answers if we are to understand the societal effect:  
How do actors define their own interests?  How should people’s efforts on their own behalf be 
constrained?  How should a group’s capacity to mobilize be shaped?  And how are the purposes 
of such mobilizing shaped?  Our data throw light on all these questions, but particularly on the 
last two. 
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