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2. Literature review 

The main purpose of this study is to analyze whether or not more contact experiences 

in local society will be easier to merge into local society instead of making more profit in 

China. Therefore, we would do some literature review about the contact hypothesis and 

profit making situation of Taishang’s investment to figure out the relationship with 

merging into local society. 

Interaction between members of different ethnic groups is an increasingly common 

aspect of modern life, as more and more people study, work, play or settle in cultures 

other than their own. Not just the visitors, but also those indigenous to a given society can 

be profoundly affected by such contact. Especially for Taishang research, the various 

types and purposes of contact are described. The aim of this thesis is to look closely at the 

processes and outcomes of cross-cultural encounters to provide an account of what 

transpires and emerges when Taiwanese businesspeople contact with different cultures. 

 

2.1 Allport Intergroup Contact Hypothesis 

Allport (1954) held that positive effects of intergroup contact occur only in situations 

marked by four key conditions: equal group status within the situation; common goals; 

intergroup cooperation; and the support of authorities, law, or custom. 

The contact hypothesis in its simplest form argues that the greater the contact between 

individuals from antagonistic social groups (defined by language, culture, skin color, 

nationality, etc.), the greater will be the undermining of stereotypes that are the basis for 

prejudice and discrimination (Gordon W. Allport, The Nature of Prejudice (Cambridge, 

MA: Addison-Wesley, 1954); Rupert Brown, Prejudice: Its Social Psychology 

(Cambridge, MA: Blackwell, 1995), p.236). By reducing prejudice, contact is 

hypothesized to improve intergroup relations by making people more able to relate with 
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each other as equals. The contact hypothesis has interested scholars in many disciplines 

and has been offered as an explanation for many issues ranging from school desegregation 

and ethno-political conflict resolution to the inclusion of disabled children in public 

schools. This entry will review the origin of hypothesis, its emphasis on reducing 

prejudice, the optimal conditions under which it holds, the research literature, and the 

debates about its applicability to contemporary society (Emory S. Bogardus, “Social 

Distance and Its Origin,” Journal of Applied Sociology, Vol. 9 (1925)).  

Proponents of the contact hypothesis argue that intergroup contact reduces 

prejudiced attitudes and discriminatory behavior by effecting stereotyping. Negative 

stereotypes are seen as nurtured by social isolation and diffused by personal acquaintance.  

In his original formulation of the contact hypothesis, Gordon Allport carefully restricted 

his definition of prejudice to those cases in which there was no basis for intergroup 

hostility arising from real conflict. He regarded the clashes of interests and values that do 

occur to not be in and of themselves instances of prejudice.  Rather, he argued that a 

group that you are prejudiced toward does not actually have the negative traits you 

attribute to it. Although contact would aid in the dissolution of these negative stereotypes, 

it would not resolve antagonisms anchored in real conflict, whether material or cultural. 

Allport’s restrictive definition of prejudice and his insistence that we treat prejudice and 

real conflict differently has generally been ignored as contact theory has expanded. 

Allport and subsequent scholars expanded the basic contact hypothesis in order to 

account for the contingencies in which contact may or may not reduce prejudice.  

Thomas Pettigrew, a leading contact theorist, points out that more intergroup contact can 

lead either to greater prejudice and rejection or to greater respect and acceptance, 

depending upon the situation in which it occurs. The basic issue, he argues, concerns 

identifying the kinds of situations in which contact leads to harmony rather than 

disharmony. A large number of different mediating variables have been suggested by 
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different contact theorists, but four major variables have been repeatedly cited as 

representing the “optimal conditions” for reducing intergroup prejudice: 

1. Equal group status within the situation 

2. Intergroup cooperation  

3. Common goals 

4. The support of authorities, law or custom 

To summary, the factors that influence the intergroup prejudice are “equal status”, 

“cooperation”, “common goals” and “support” which also play an important role. 

 

2.1.1 The factors of reducing intergroup prejudice 

In this section, we would to like to discuss more about the factors of reducing 

intergroup prejudice as follows: 

1. Equal Status  

Allport stressed equal group status within the situation. Most research supports this 

contention, although “equal status” is difficult to define and has been used in different 

ways (Cagle 1973, Riordan 1978). It is important that both groups expect and perceive 

equal status in the situation (Cohen& Lotan 1995, Cohen 1982, Riordan & Ruggiero 1980, 

Robinson & Preston 1976). Some writers emphasize equal group status coming into the 

situation (Brewer & Kramer 1985). Thus, Jackman & Crane (1986) show negative effects 

from contact with out-group members of lower status. Yet Patchen (1982), in research on 

racially mixed high schools, found this to be less important than equal status within the 

situation. The meta-analytic results of Mullen et al (1992) clarify these disparities. They 

noted that in-group bias increased with relative status in laboratory groups but decreased 

in field research with real groups. 

2. Common Goals 

Prejudice reduction through contact requires an active, goal-oriented effort. Athletic 
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teams furnish a prime example (Chu & Griffey 1985, Miracle 1981, Patchen 1982). In 

striving to win, interracial teams need each other to achieve their goal. Goal attainment, 

such as a winning season, furthers this process. 

3. Intergroup Cooperation 

Attainment of common goals must be an interdependent effort without intergroup 

competition (Bettencourt et al 1992). Sherif (1966) demonstrated this principle vividly in 

his Robbers. Cave field study. Intergroup cooperation in schools provides the strongest 

evidence (Brewer & Miller 1984, Desforges et al 1991, Johnson et al 1984, Schofield 

1989, Slavin 1983, Slavin & Madden 1979). Drawing on this thinking, Aronson .s jigsaw 

classroom technique structures classrooms so that students strive cooperatively for 

common goals (Aronson&Patnoe 1997). This technique has led to positive results for a 

variety of children: Australians (Walker & Crogan 1997), Germans (Eppler & Huber 

1990), Japanese (Araragi 1983), and Mexican Americans (Aronson & Gonzalez 1988).  

4. Support of Authorities, Law or Custom 

The final condition concerns the contact’s auspices. With explicit social sanction, 

intergroup contact is more readily accepted and has more positive effects. Authority 

support establishes norms of acceptance. Field research underscores its importance in 

military (Landis et al 1984), business (Morrison&Herlihy 1992), and religious (Parker 

1968) institutions.  

 

Although it is an ancient and widely held belief that interaction between individuals 

belonging to different cultures and different groups will reduce ethnic prejudice, inter-

group tension and improve relations between the groups, recent social psychological 

research has shown that this is only true when certain conditions are satisfied (Amir, 1969, 

1976; Triandis and Vassiliou, 1967). 

Amir, who has summarized most of the research on social contact in ethnic relations, 
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concludes that some of the favorable conditions which tend to reduce prejudice. Firstly, 

when there is equal status contact between members of various ethnic groups. Secondly, 

when the contact is between members of a majority group and higher status members of a 

minority group. Thirdly, when an “authority” and / or the social climate are in favor of 

and promote the intergroup contact. Fourthly, when the contact is of an intimate rather 

than a casual nature. Fifthly, when the ethnic intergroup contact is pleasant or rewarding. 

Sixthly, when the members of both groups in the particular contact situation interact in 

functionally important activities or develop common goals or super-ordinate goals that are 

higher ranking in importance than the individual goals of each of the groups (Amir, 1969, 

p.338). 

Base on above four factors, it shows it does help to reduce prejudice between 

different groups. If Taiwan businesspeople can follow this rule to get more contact 

experience and more good contact experience, it does help them to understand different 

culture and help them to merge into local society easier. 

 

2.2 Profitability of Operations in China 

Some people may think that Taiwanese business people make more profit in China 

which also means they merge into local China society deeper than others. Let’s figure out 

this is true or not by below investigation. China has recently become the largest 

destination of Taiwanese foreign investment, although many enterprises still opt not to 

invest there. 46% of manufacturing enterprises’ overseas operations made a profit in 2006; 

18% broke even, and 36% made a loss. If the analysis is limited to the major overseas 

operation of each enterprise, the figures are 48.02%, 16.10% and 35.88%, respectively. 

Further analysis of the situation with regard to the major overseas operations of 

Taiwanese manufacturing enterprises shows that, whereas in 2004 57.17% of the major 

overseas operations of Taiwanese manufacturing enterprises made a profit, by 2005 this 
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percentage had fallen to 52.77%, by 2006 this percentage had risen up to 59.72%. By 

contrast, among medium-sized enterprises, the percentage making a profit rose from 

44.06% in 2004 to 47.54% in 2005, rose again to 48.52% in 2006. As for small 

enterprises, in 2002 roughly one third of the major overseas operations of small 

manufacturing enterprises made a profit, one third broke even and one third made a loss. 

In 2003, the percentage making a profit rose to 47.60%; in 2004, 37% made a profit, 

25.40% broke even, and 37% made a loss. In 2005, more of the major overseas operations 

of small manufacturing enterprises made a loss (39.65%) than made a profit (36.63%), 

while the percentage breaking even remained around the same as in 2004. In 2006, made 

a profit (40.27%) is higher than made a loss (37.01%) compares to 2005, and break even 

is 22.72%. Please check figure 2-1. 

 

Figure 2-1 Profitability of the Taiwanese Businesspeople in 2006 – by Size 
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Source: Ministry of Economic Affairs, Survey on Overseas Investment by 

Manufacturing Industry in Taiwan, 2007. 

 

Since we already discuss Taiwanese enterprises make profit or not in China, we 

would also like to know from where they purchase their materials or goods and to where 
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their products sell to understand their operating localization progress in China. According 

to the document “Survey on China Investment by Enterprise Operation Situation in 

Taiwan, 2006” from Investment Commission of MOEA, we found Taishangs purchase 

materials and goods from local Taiwanese enterprises about 25.85%, from Taiwan 

enterprises about 34.38%, from local non-Taiwanese enterprise about 13.15%, and import 

from other countries about 26.62% in 2005. Compare with 2004, the purchase rate by 

China investment enterprises of purchasing from local Taishangs grows up 5.53%, from 

Taiwan slightly grows up 0.38%, from other countries grows up 4.24%. However, the 

purchase rate from local non-Taiwanese enterprises slides down 10.14%. This shows that 

those Taiwanese enterprises mainly purchase from other Taishangs or Taiwan enterprises. 

Another analysis in the document about where are those products sold to from 

Taiwanese enterprises in China shows that the rate of products sold back to Taiwan by 

Taishangs in 2005 grows up 2.73% compares to 2004 (26.17%); the rate of products sold 

in local China is 40.19% which slides 3.21% compares to 2004. The rate of products 

exported to other countries is slightly increased 0.39% to 33.64%. From the data, we 

found the rate of sold back to Taiwan is growing, which doesn’t conflict with Taishangs 

still focus on big China local market. It is because the competition in China is more 

violent than before. And the product differentiation becomes a key business strategy to 

create more add-on value on it for Taishangs. The most difference of market demand 

between China and Taiwan except the market size is the requirement of qualities versus 

prices. That is the reason why the rate of sold back to Taiwan grows up. This also 

explains Taishangs adjust their business operation strategy to handle a keen competition 

market. 

From the investigation of above literature, we can find some firms do much more 

business with Taiwan companies located in Taiwan and located in China than with China 

local companies. The profit making reason of those Taishangs may be not caused by they 
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have better localization experience or they merge into local society earlier or deeper. It 

may be due to they have better technology, better management skill, competitive cost, etc. 

Most of them purchase material from other Taishangs and Taiwan’s enterprises, they just 

need to build good relationship with other Taiwan business people not local China 

business people which also slow down their motivation to understand local people’s life, 

what they are thinking and what they need. 

The other evidence is the business those Taishangs did mainly target for export, 

outside China market, in past years. They do not need to do China internal marketing 

survey, or understand what China people need because their main market is not in China. 

Spending more time to merge into local China society is not urgent and important things 

for those Taishangs who do export and their suppliers are also Taishang or Taiwan 

enterprises. Conclude above two investigations, it shows the profit making good or bad is 

not related to the level of merging into local China society. 


