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LEARNING OBJECTIVES

Companies operated on an international scale long before globalization. Maintaining an
international presence requires the movement of goods, services, and money across
national borders. The succ f these international activities often relies on the reloca-
tion of employees. The cn@ International Human Resources Management (IHRM)
concerns the management “of international workers and the creation of partnerships
despite divergent linguistic and cultural backgrounds.

The movement of goods, services, money, and people across borders is a dynamic proc-
ess, and this course explores the human side of these international operations. Specifi-
cally, it analyzes the challenges faced by human resource management in multinational
corporations (MNCs). As the movement of employees from one country to another is a key
element of IHRM, this course highlights the opportunities, risks, and success factors for the
international assignment of expatriates, and identifies ways the process can be optimized.

The management of employees in different countries requires managers with transna-
tional competencies. As a student of IHRM, it is important to be aware of the diversity and
complexity that can arise when dealing with different countries, cultures, legal systems,
and economies. As such, this course will identify specific risks and opportunities in inter-
national staff deployment, with a focus on selected regions.

This course will give you an overview of the key concepts, tasks, and challenges of IHRM,
including intercultural management, human resources management in different coun-
tries, MNCs and their approach to IHRM, international personnel deployment, interna-
tional strategies and host countries, and developing international managers. Every-unit—
willbe introduced-by-a-case-study-to-itustrate how HRM-works-in-practice. This will allow
you in_practical insight-i i imati i ow it is implemented in the
realworld.

11


This is a course BOOK not a course. 


CULTURE AND INTERCULTURAL
PERSPECTIVES

STUDY GOALS

On completion of this unit, you will be able to ...

- understand why intercultural differences are a pivotal aspect of international human
resource management (IHRM).

- explain how these intercultural differences impact organizations.

- understand different perspectives on intercultural differences.

- describe how organizations can benefit from intercultural differences.
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1. CULTURE AND INTERCULTURAL
PERSPECTIVES

Case Study

Amsoft, an American intion technology (IT) company, has acquired Swisssoft, a com-
pany based in Switzerland. The Swiss company offers similar products and services to its
American parent. As a result of the acquisition, Amsoft now has direct access to the Swiss
market. John, a financial controller who works at Amsoft’s headquarters in the USA, was
offered a job at Swisssoft. He happily accepted the opportunity to work as an expatriate in
Switzerland for a few years. He and his supervisor were convinced that this would mark an
important step in his career. John was tasked with aligning Swisssoft’s financial processes
to those used at Amsoft.

John was surprised to find that his Swiss colleagues were rather cold toward him. He tried
to initiate informal chats with his colleagues at lunch and discuss his family and hobbies.
However, John’s local colleagues seemed unwilling to divulge information about their pri-
vate lives and did not want to engage in personal conversations in the office. They also
always left the office at 5 p.m. without exception, whereas John only left once he had fin-
ished all his work.

When John got home and talked about his experiences at work with his wife, she sugges-
ted reaching out to the lady from the relocation company. She had helped them find an
apartment and was more than happy to let the couple know how things work in Switzer-
land.

We all encounter certain aspects of human resource management (HRM) on a daily basis,
from pay and working conditions, to training or recruitment. Even if it doesn’t affect us
directly, it almost certainly affects people we know, such as family and friends who are
also employees or managers. For example, when you enter a store, it quickly becomes
apparent whether their HRM is good or bad.

International human resources management (IHRM) concerns the employee policies and
processes that allow organizations to operate in more than one country. Its purpose is
helping an organization achieve its objectives across borders. IHRM takes place at both an
operational and strategic level and is relevant to companies, public sector organizations,
and non-governmental organizations (NGOs).

IHRM deals with the same matters as HRM, but the addition of “I” shifts it to an interna-
tional scale. First and foremost, crossing borders entails managing differences, such as
different tax and social security systems, laws, cultures, languages, time zones, and loca-
tions. Secondly, it encompasses mobility, such as moving people, policies, and processes
from one country to another. Unquestionably, the international element is not without its
complexity. Importantly, this unit deals with the most fundamental aspect of IHRM:
addressing the differences between cultures and how they affect HRM.


Each sentence in this paragraph is the same length 

This case study is too boring to be this long


When we look beyond our borders, we encounter cultures that are entirely different than
our own. Interculturality is one of the various forms of diversity found in the workforce. It
is important that IHRM understands these differences and the impact they can have on
teamwork. For organizations to navigate cultural differences, IHRM must apply the knowl-
edge gained to date about working with diversity in organizations.

Diversity poses a paradox to effective collaborations within the same organization or
team. Diversity leads to better decisions, greater creativity, and more innovation. At the
same time, it can cause misunderstandings, tension, or even conflict (Lee & Schneider,
2020).

Group dynamics are often cited as critical to success. Diversity can have both a positive
and negative impact on the dynamics of a team. On the one hand, diversity can lead to
emotional conflict, which typically has a negative impact on group dynamics and ham-
pers team performance. On the other hand, diversity can result in cognitive conflict,
which conversely has a positive impact on group dynamics and leads to improved team
performance. In the latter case, higher levels of creativity combined with positive collabo-
ration makes a diverse team more productive than a non-diverse team (Lee & Schneider,
2020).

Figure 1: How Diversity Influences Team Productivity
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Source: Paul Vanderbroeck (2021).

It is therefore IHRM’s task to recognize relevant differences and help employees and man-
agers from different cultures who work within the same organization overcome them. This
is particularly important when they pose an obstacle to collaboration. Employees and
managers can also leverage differences in situations where they provide an opportunity.

Group dynamics

The behavior of people
within a group is referred
to as group dynamics.

Emotional conflict

An emotional conflict is
an interpersonal conflict
between individuals.

Cognitive conflict

A cognitive conflictis a
personal conflict that ari-
ses when a person feels
that their opinion is con-
tradictory.
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Schein’s concept of
culture

Culture is a set of basic
assumptions through
which people try to adapt
to their external environ-
ment and each other.
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Accordingly, IHRM benefits from an awareness of intercultural differences and the reasons
behind them. Intercultural differences can have a significant influence on the way HRM is
organized in different countries (Werner et al., 2012). For example, in predominantly col-
lectivistic cultures (such as Japanese culture), companies strive to offer long-term employ-
ment. Layoffs are avoided at all costs. Instead, the organization bears a collective respon-
sibility to reduce costs and subsequently prevent layoffs. On the other hand, in the USA,
where the culture values individualism and personal responsibility, layoffs are much more
common. At the same time, moving from one organization to another is not considered
disloyal. Understanding these differences is crucial when managing staff from different
cultures. Otherwise, expatriates may feel demotivated, despite their manager’s best inten-
tions. Among other issues, IHRM needs to ensure managers are well prepared to work in a
foreign country.

The increasing globalization of organizations has led to a heightened interest in the role
played by intercultural differences in organizational settings. Indeed, the study of differen-
ces between cultures around the globe is nothing new. However, IHRM focuses on studies
conducted on management practices across cultures.

Schein (1985) researches the relationship between national cultures and leadership.
According to Schein’s concept of culture, culture is a set of basic assumptions through
which members in a group find ways to survive (external adaptation) and stay together
(internal adaptation). These assumptions are deeply ingrained and are expressed in
behaviors and expressions, but outsiders often struggle to understand which assumptions
result in these behaviors and expressions. From Schein’s perspective, culture can be mod-
eled as illustrated in the following figure.



Figure 2: Schein’s Model of Culture
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Source: Paul Vanderbroeck, based on Schein (1985).

When you encounter a culture different to your own (e.g., when you travel to a foreign
country), the first thing you will notice is the country’s explicit culture, including the
architecture, products sold in shops, music, and fashion. Then, you will notice behaviors,
including the way people talk, how they greet each other, and how they care for public
spaces. However, it is not possible to determine which norms and values drive these
behaviors at first glance, let alone which basic assumptions are at the core of the culture,
i.e., implicit culture (Schein, 1985).

In the following sectionss, we will look at research that has been conducted from a num-
ber of perspectives to gain an understanding of cultures and how to foster teamwork in
organizations that operate on a global scale. These perspectives are referred to as positi-
vist, interpretive (sometimes also constructivist), and critical (Primecz, 2020).

1.1 Positivist View

Researchers in social sciences who adhere to the positivist perspective test hypotheses
against collected data. Qualitative data are gathered through interviews and experiments
and then subjected to quantitative analyses. The positivist perspective aims to form gen-

Explicit culture

Visible and audible cul-
tural expressions are
known as explicit culture.

Norms and values

The beliefs that drive the
behavior of the members
of a culture are referred to
as norms and values.

Implicit culture

An implicit culture
includes the basic
assumptions that are at
the core of a culture.
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Positivist

perspective

For advocates of the posi-
tivist perspective, only
facts derived from a sci-
entific method are regar-
ded as legitimate knowl-
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edge claims.

eral predictions about human behavior in a given culture. This is done through systematic
observation of the respective behavior and investigation of the thoughts and feelings of a
group of individuals.

Advocates for the positivist perspective include Geert Hofstede, and the duo, Fons Trom-
penaars and Charles Hampden-Turner. Both parties conducted studies based on their own
personal experiences as employees at multinational companies (IBM and Royal Dutch
Shell respectively). Their methodology entailed the collection of data through surveys in
order to further analyze the responses from employees with different cultural back-
grounds at the same organization.

Geert Hofstede’s (2001) research on cultural dimensions has long been, and remains,
widely used in organizations, particularly to train expatriates on intercultural differences
and how to negotiate with partners from overseas. Hofstede was a pioneer in the system-
atical research of the thoughts and feelings of employees at large corporations. The title of
his book, Culture’s Consequences, highlights his interest in researching the impact of cul-
ture on organizations. Hofstede identified and quantified five dimensions of national cul-
ture, which he referred to as “cultural dimensions”: the power distance index, individual-
ism versus collectivism, masculinity versus femininity, uncertainty avoidance index, and
long-term orientation versus short-term normative orientation. Each are explored in more
detail below:

1. Power distance index is the extent to which less powerful members of society accept
the unequal distribution of power in institutions and organizations (e.g., France ver-
sus Denmark).

2. Individualism versus collectivism is the extent to which people prefer to only take care
of themselves and their immediate families or prefer to be part of a larger group (e.g.,
the UK versus Japan).

3. Masculinity versus femininity refers to the prevailing values in society, which are char-
acterized as either “masculine” (assertiveness, competitiveness, and materialism) or
“feminine” (nurturing, quality of life, and relationships) (e.g., the USA versus Sweden).

4. Uncertainty avoidance index is the extent to which the members of a culture feel
uncomfortable about uncertainty and have created beliefs and institutions to provide
stability and protection (e.g., Switzerland versus Russia).

5. Long-term orientation versus short-term normative orientation is the extent to which
people have a long-term perspective on life or prefer to focus on objectives in the
present and near future (e.g., Singapore versus Argentina).

According to Hofstede, these cultural dimensions are deeply rooted in a culture and
scarcely change over time. They accordingly influence the behavior of the employees that
work in these cultures.

Charles Hampden-Turner and Fons Trompenaars (2000) identified six dimensions. Rather
than “cultural” dimensions, they modeled “value” dimensions. These dimensions were
derived from quantitative data based on responses to surveys and interviews from
approximately 50,000 participants. Like Hofstede, they concluded that people from differ-
ent cultures differ in several highly nuanced ways because each culture has its own mind-
set, values, beliefs, and preferences. The six dimensions of cultural diversity identified by



Trompenaars and Hampden-Turner are as follows: universalism versus particularism, indi-
vidualism versus communitarianism, specific versus diffuse, achievement versus ascrip-
tion, internal direction versus outer direction, and sequential time versus synchronous
time. The different values represented by these dimensions distinguish the preferences of
members of one culture from another. The six dimensions are explained below.

Table 1: Trompenaars and Hampden-Turner’s Cultural Dimensions

. . > . .
Dimension Preference for Dimension Preference for
1 Universalism Rules, codes Particularism Exceptions, special circumstan-
laws ces, unique relationships
Switzerland Italy

2 Individualism

3 Specificity

4 Achieved status

5 Innerdirection

6 Sequentialtime

Individual free-
dom, competi-
tion

Denmark
Objectives, con-
trolled, fixed,
goal-oriented

The Netherland

What you have
achieved

Australia

Thoughts and

opinions are self-

generated
Canada

One thing hap-
pens after
another; time
provides order
and limits.

The USA

ommunitarian-
ism

Diffuseness

Ascribed status

uter direction

Synchronous
time

Social responsibility, harmony,
cooperation

China

Holistic, elaborative, abstract,
process-oriented

Mexico

Who you are and where you come
from

South Korea

Thoughts and opinions are influ-
enced by the outside world

Switzerland

Past, present, and future can
overlap; people value completing
tasks more than following a strict
schedule.

Japan

Source: Paul Vanderbroeck, based on Hampden-Turner & Trompenaars (2000)

1.2 Interpretive View

Unlike the positivist perspective, the interpretive perspective allows researchers to gain
an understanding of a culture based on subjective experiences and observations. Instead
of observing from afar, the researcher participates in the lives of the people in a specific
group, e.g., by working in an organization.
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Interpretive perspective
In the interpretive

approach, the researcher

becomes part of the
research. They interpret
data from observation;
yet, as a participator, they
cannot be completely
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objective.

Anthropologist Edward Hall is a well-known proponent of the interpretive perspective,
which is related to anthropology. Margaret Mead was the first anthropologist to study
human development from a cross-cultural perspective. In the early twentieth century, she
went to live among tribes in the Pacific Islands to learn more about their cultures. The goal
of an anthropologist is to interpret the world around them. Their interpretation is based
on their subjective observations. As such, the interpretive perspective offers the antithesis
to the positivist approach, which relies on objective evaluation. Hall established three
dimensions to explain how modern cultures differ: context, space, and time.

Hall and Hall (2000) believe that, in organizations, everything a manager does sends a
message, i.e., each action communicates something and has a meaning. They refer to this
as “silent language.” Accordingly, understanding cultures is about interpreting these mes-
sages to find what they mean. These meanings are hard-wired and deeply embedded in
the individuals that grow up in a particular culture. In turn, this makes it difficult for indi-
viduals to adapt when they move to another culture.

The Importance of Context in Communication

High-context cultures rely on context to fully understand a message (i.e., how, when, in
what way, and by whom a message is conveyed). Communication is more indirect and
implicit. Effective communication requires the individuals involved to be aware of the
rules. By contrast, in low-context cultures, the information is contained in the message
itself, usually with the words being used. Communication is more direct and explicit (Hall
& Hall, 2000).

Context orientation has a major influence on the way we communicate. For example, low-
context cultures communicate directly and unambiguously, and include all information in
what is said or written. The context does not need to be interpreted to understand what is
being said. While this means that communications are often longer or more extensive, the
likelihood of misunderstandings is lower (Hall & Hall, 2000).

Need for Personal Space

In a culture with high territoriality, individuals need more personal space. They consider
many things, whether objects, information, or opinions, to be part of their personal
domain. They are unwilling to share these things with people they aren’t familiar with or
closely related to. Privacy is protected by distance from outsiders. However, in cultures
with low territoriality, individuals keep few things to themselves. They are willing to share
more aspects of themselves, their space, and their belongings with others. They are also
generally more open to physical contact with others, i.e., shaking hands, hugging, and
exchanging kisses (Hall & Hall, 2000).

Perception of Time

In a monochronic culture, time is perceived as linear and inflexible: Everything has a start
and an end. Time is a resource and can be segmented. The time before and after is just as
important as the time at present. Schedules, punctuality, and preciseness are highly val-
ued. Meanwhile, in a polychronic culture, time is perceived as circular and flexible. The



time at present, particularly the human interactions currently taking place, are more
important than the time before and after. Accordingly, time is a subjective experience that
can be adapted to personal needs (Hall & Hall, 2000).

Figure 3: Cultural Dimensions by Hall

Importance of context

High context Indirect/implicit versus direct/explicit communication Low context

Need for personal space

High territoriality Need for a large versus small amount of personal space Low territoriality

Perception of time

Polychronic Circular versus linear view of time Monochronic

Source: Paul Vanderbroeck, based on Hall and Hall (2000)

There is a certain degree of overlap between the various models of cultural dimensions
and the conclusions drawn about the positivist and interpretative approaches. For exam-
ple, Hofstede’s conceptualization of individualism versus collectivism shares certain simi-
larities with Trompenaars and Hampden-Turner’s notion of individualism versus commu-
nitarianism. Similarly, Hall’s perception of time (polychronic versus monochronic) closely
resembles Trompenaars and Hampden-Turner’s dimensions of synchronous and sequen-
tial time.

1.3 Critical View

The critical perspective offers a third approach to the research of cultural differences. In  critical perspective
principle, the critical perspective concerns what we stand to gain from research. Advo- Ag;’fcjctt?sglfg:escgr:iisg
cates of this perspective believe that the identification of cultural dimensions is only use- zppli:abil;;ty ofl:esearch
ful if they are subsequently translated into behavioral recommendations that result in  inan organizational con-
improvements to relationships between employees from different cultures. In this regard,

the focus is always on the extent to which HRM works, which includes assessing which

activities require a standardized approach around the globe or need to be adapted to suit

local and cultural conditions.

Diverse teams are not more productive by default. In comparisons of multicultural and
monocultural teams, some diverse teams outperform homogeneous teams, some reach
an equal level of performance, and others even perform worse than their homogeneous
counterparts. On closer observation, it could be concluded that a team’s performance is
primarily determined by how it is managed (Vanderbroeck & Wasserfallen, 2017). Effective
team leaders can prevent and mitigate emotional conflict while stimulating cognitive con-
flict to make a team more productive.
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Figure 4: Team Performance in Relation to Diversity
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Source: Paul Vanderbroeck (2021).

Based on practical observations of culturally diverse teams, the map-bridge-integrate
(MBI) model was developed at the start of the century and has successfully been applied
since (DiStefano & Maznevski, 2000; Vanderbroeck & Wasserfallen, 2017). The MBI model
permits a systematic and conscious approach to the management of diverse teams. Team
leaders often start with the incorrect assumption that people are the same, or they ignore
differences and aim to build on the similarities between members. This rarely leads to
good performance. For example, when different approaches to time are adopted (synchro-
nous versus sequential), workplace conflicts arise quickly, resulting in a culture of blame
and distrust.

However, the mere acknowledgement of differences does not suffice. The identification or
“mapping” of differences is far more effective. Cultural frameworks that describe these
differences and how they impact behavior offer helpful guides when it comes to mapping.
If people are not made aware of differences, communication can falter, which leads to
misunderstandings, inconvenience, and stress. If members of a team have different
approaches or values, a conscious effort is required to make sure they understand each
other. Communication despite differences becomes easier once a common ground has
been established. Accordingly, the role of the team leader is to bridge differences, resolve
contradictions, and leverage different perspectives and approaches to achieve more crea-
tivity, better decision-making, and improved processes (Vanderbroeck & Wasserfallen,
2017).



Figure 5: Managing Diversity: From the Manager's Viewpoint

Source: Vanderbroeck & Wasserfallen (2017).

The MBI model involves three steps. The first step is mapping differences, which entails
identifying and understanding differences, particularly in relation to aspects that are
important for collaborations. The second step is building a bridge that facilitates commu-
nication across differences. For example, using empathy to look at things from the other
person’s view and gain an objective, non-judgmental perspective. Establishing common
ground can often serve as a springboard for collaboration. The third step is managing dif-
ferences. Team leaders need to be able to recognize the different ways each team member
participates, how they solve problems and disagreements, and the reasons behind these
various approaches. For example, team members from a culture with a high power dis-
tance score may find it difficult to give feedback to their boss. Managing differences also
helps the team leader foster collaboration, prevent interpersonal conflict, and get the
most out of each team member (Vanderbroeck & Wasserfallen, 2017).

E‘ﬂi SUMMARY

International human resource management (IHRM) comprises a series of
activities aimed at managing the employees of organizations that oper-
ate in more than one country. The main difference between interna-
tional and national human resource management lies in the complexi-
ties that result from employees from different cultural backgrounds
working in different countries and/or collaborating with colleagues from
different cultures.

Cultural diversity can lead to higher productivity if managers are able to
keep conflict between different ideas, rather than between team mem-
bers. Research has been conducted to understand, explain, and work
with cultural differences in order to harness this complexity. In recent
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decades, awareness of cultural differences has increased, along with the
acknowledgement that cultural diversity poses both challenges and
opportunities to organizations.

Research on intercultural differences is conducted from three main per-
spectives: positivist, interpretative, and critical. Positivists believe that
society or culture shapes the individual and mainly use quantitative
research methods. Advocates of the interpretive perspective primarily
use qualitative methods and believe that individuals shape society and
its culture.

The critical perspective also investigates intercultural differences. How-
ever, proponents of the critical perspective are principally interested in
which methods and practices can be used to constructively manage dif-
ferences. For example, a method such as map-bridge-integrate can help
teams overcome cultural differences and leverage these differences to
increase productivity.


The text needs a heavy edit. There are many typos throughout and the text is just boring, although unit 1 is definitely the worst. Maybe it didn’t get an edit? 
I find it concerning that there are 7 units but less than 100 pages of text, with most sources being before 2015. The information seems decent but much of it could be fleshed out to give more content.


UNIT 2
COMPARATIVE HUMAN RESOURCES

STUDY GOALS

On completion of this unit, you will be able to ...

describe the impact of globalization on international human resource management
(IHRM)

discuss research conducted on comparative human resources (HR).

explain the influence of context and how it leads to differences or similarities in HR
practices between countries.

describe the prerequisites for successful IHRM, both presently and in the future.




2, COMPARATIVE HUMAN RESOURCES

Case Study

The Standard Mining Company maintains a global presence to extract, process, transport,
and sell minerals. In order to achieve the company’s objectives, the human resources (HR)
department has moved managers and specialists around the world to transfer manage-
rial, functional, and technical knowledge to the different countries in which the company
operates. These cross-border transfers also occur for temporary projects, such as sourcing
new mineral deposits or entering a new market and often result in a chain of movements.
When person A is needed in country X, they can only move if they can be replaced by B,
who is currently based in country Y. In order to mobilize B, C must first move from country
ZtoY,andsoon.

The HR department at Standard Mining developed a new process to increase its contribu-
tion to the company’s business goals. According to this new process, each member of staff
needs to add something new to a position rather than simply replacing someone when
they are transferred around the globe. In this example, the added value is limited to A
a being transferred to X to do their job. The other transfers only offer a way to move A with-
out disrupting operations in the other countries. However, with the new process, HR has
developed a way to ensure each transfer adds value to the company. For example, B is
given a promotion to replace A. Rather than selecting C to replace B, HR will now opt for D
or E, who may benefit more from the new experiences presented by taking B’s job. Other
added value can be gained through diversity, i.e., by hiring more women to transform the
company’s traditionally male environment, or by introducing different nationalities to the
transfer chain. In certain countries, local governments require foreign companies to create
jobs and career development opportunities for locals. Hiring local staff from these coun-
tries as part of the transfer chain put Standard Mining in a better position to extend or
expand its operating license in these countries. By introducing this added value process,
HR has moved beyond simply sourcing people to fill vacancies. Now, it can optimally
develop its staff and simultaneously help strategic matters within the organization.

2.1 Globalization and Its Effects on
Human Resource Management

In the twenty-first century, international human resources management (IHRM) must

Globalization adapt not only to the consequences of globalization but also to certain major social, eco-

This term L‘?f‘;rsma Proc- nomic and political developments (Altman & Bastian, 2021; Scullion et al., 2007; Vander-
Inwni mpani . .

eszroundcth:?,vo’:lz ;Z broeck & Aasted Skov-Hansen, 2020). The previously closed domestic markets of the for-

increasingly linked by ~ mer Soviet Union and its allies in Eastern Europe and China have become increasingly

othecl)rrtal,lcr:li\;itlseihaend t:)e important in recent years, along with the emerging economies of India and Brazil. Figura-

Vigi’each other(wifner tively, the world is getting bigger. This has led to an expanded pool of nations for the

etal,,2012). export and import of human resources. At the same time, the world is confronted with a
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growing number of global issues that pose certain challenges for international deploy-
ment, such as security concerns due to global terrorism or health concerns during the
global pandemic that started in 2020.

Changing attitudes have also had a significant impact on international careers and expa-
triation. Working for the same organization over the entire span of a career is no longer
the norm. Employees have also adopted different views on the benefits of expatriate
assignment. In addition, globalization and the associated free movement of people have
increased the number of self-movers who relocate to another country of their own initia-
tive or accept job offers in different countries. Finally, the rise in dual-career couples goes
hand in hand with the growing number of international career couples, which pose a par-
ticular challenge when it comes international HR (Vanderbroeck & Aasted Skov-Hansen,
2020).

Global organizations are hardly a new phenomenon. Companies have crossed borders for
centuries. During the seventeenth century, the Dutch and British started their respective
West- and East-Indian companies that traded and transported goods between most conti-
nents on the planet, and maintained a presence of personnel on the ground in numerous
countries. By the end of the nineteenth century, their dominance was replaced by that of
oil companies, which extracted, processed, transported, and sold oil products on a global
scale. The twentieth century saw the rise of industrial companies with global distribution
networks for commaodities, such as coffee, cars, and telephones. Global organizations can
also extend beyond trade, as exemplified by the International Committee of the Red Cross
(ICRC). Founded in the nineteenth century and considerably expanded with the advent of
the First World War, the ICRC remains active in conflict zones around the world.

The most recent wave of globalization started with the opening of Chinese markets to for-
eign trade in the 1980s and the collapse of the Soviet Union in 1990—1991. These develop-
ments marked the opening of the last major markets that had been closed off from the
global economy. As a result, global economic activities were no longer limited to a set
number of organizations but could now include smaller companies and individuals. Tech-
nological advancements, such as the internet and cellphones, made it possible to relocate
administrative activities to cheaper countries. Agreements were established between
countries to abolish tariffs, facilitating easier import and export of goods and services.
Deregulation paved the way to a surge in cross-border capital flows, and increased mobi-
lity in regions such as the European Union opened up international work and study oppor-
tunities to a wider group of individuals. These developments have reinforced each other
to create the increasingly interconnected world we know today (Evans et al., 2011).

The primary difference between internationalization and globalization lies in borders.
Internationalization entails crossing borders, whereas globalization aims to remove them.
Globalization has led to major changes, both within organizations and in a wider context,
and has created both winners and losers (Werner et al., 2012). An example of the latter can
be found in the increased demand for caregivers for Europe’s growing elderly population.
Nurses are leaving developing countries in record numbers to enjoy better career pros-
pects in Europe, which often leaves their home countries to struggle with an insufficient
workforce to manage their own healthcare needs.
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However, globalization isn’t all doom and gloom. It can also create fruitful new business
opportunities. For example, one European telecommunications company discovered that
it could expand its market to developing countries. In developed countries, it sold cell-
phones to city dwellers looking for modern and easy communication devices to suit their
on-the-go lifestyle. In order to increase sales, the company looked further afield to Africa,
where it found a booming market for its network and cellphones. Here, the customer base
would not be limited to city dwellers but could include everyone in the region who didn’t
previously have access to telecommunications because of a lack of phone cable networks.

Globalization has added a host of new challenges for HR. In the past, globally active organ-
izations (e.g., oil companies and the ICRC) would send expatriates to different countries to
head local operations and transfer knowledge from their home country. Now, local opera-
tions have become increasingly important and require locally recruited and developed
leadership. The free movement of people has also enabled organizations to look beyond
national borders to source talent. Regions such as the Silicon Valley and Singapore are
now home to talented individuals from all over the world. In the modern era, organiza-
tions are required to compete globally, not only for clients, but also for talent.

In terms of IHRM, global organizations are constantly faced with finding the balance
between local responsiveness and global integration (Dowling et al., 2017). Companies
need to adapt to local labor markets, cultures, and legal systems to operate effectively in a
particular country. Nevertheless, a transnational organizational culture needs to be estab-
lished and human resources must be managed at the same standards around the globe
when it comes to matters such as performance management and staff development.

Managing Operational Effectiveness

Globalization has increased the amount of competition on the market. As a result, big
multinationals in particular must improve the cost-efficiency of their operations. IHRM has
helped by creating more effective organizational structures (e.g., by removing layers of
managers), developing management skills, improving teamwork, and promoting effi-
ciency with performance-based pay (Dowling et al., 2017).

Developing Human Capital

Afirm’s success is not solely determined by its tangible assets (products, services, technol-
ogy, and production capability). Intangible assets (brand image, human talent, and knowl-
edge) can also indicate how well a company is doing. IHRM has helped by introducing
selection processes and management development to create highly skilled employees
within organizations around the globe (Dowling et al., 2017).

Developing Organizational Capability
Companies can develop a competitive edge by integrating technical systems, people

skills, and cultural values in their organization. These attributes are otherwise referred to
as a company’s core competencies. IHRM has helped organizations to identify these com-



petencies and ensure they are enacted in all the different locations where the company
maintains a presence, e.g., by transferring people to local offices on an international
assignment (Dowling et al., 2017).

Transfers of Knowledge and Technology

Company-specific knowledge on the production of goods or performance of services
needs to be available at every company location. Organizations can increase their compet-
itive edge by sharing their best practices around the world. IHRM has helped by moving
employees around the world to share their knowledge at different company locations or
gain local knowledge and take it back to their home offices (Dowling et al., 2017).

2.2 Contextual Effects

Globalization has made the world a smaller place. The recent surge in interconnectedness
through media technologies has inspired the term “the global village.” Global brands,
fashion trends, online shopping, and social media have resulted in growing similarities in
consumer behavior around the globe. We will now explore the extent to which this affects
management methods, with a particular focus on human resources management.

One of the key differences between human resources management (HRM) and IHRM is the
challenge faced by IHRM when it comes to dealing with the diversity of HR practices
encountered around the globe. As previously mentioned, global organizations need to
work on striking a balance between local responsiveness and global integration. Organiza-
tions must often decide whether to standardize HRM across borders or to adapt their
approaches to suit local cultures.

Comparative HRM is primarily concerned with how organizations address this issue. It
aims to identify tendencies towards convergence, divergence, and stasis between HR
practices in different countries. Despite the integration of markets and increased partner-
ships between countries, HR practices generally struggle to converge. Different national
contexts, legal systems, cultures, and national economic systems can complicate conver-
gence within organizations that operate on a global scale (Brewster et al., 2018; Dowling et
al., 2017; Gooderham & Brewster, 2008; Gooderham et al., 2019).

For example, workers’ councils in Germany have a much greater say in how a company is
run than those in France. The flexibility of labor markets (i.e., how quickly a company can
adjust its workforce to respond to changing market conditions) varies widely from country
to country—even within a single market like the European Union. However, HR practices
do not exhibit any increased tendency towards divergence either. For example, the pay
systems in place for senior executives often converge based on American HR practices. As
aresult, the labor market for senior talent has become increasingly global. To remain com-
petitive in the current climate, companies must adapt to the global market (Gooderham et
al., 2019; Werner et al., 2012).

Convergence
Aconvergenceisa
decrease in the differen-
ces in HR practices
between countries. Mar-
ket forces drive HR practi-
ces to become standar-
dized across borders.

Divergence
Adivergenceis an
increase in the differences
in HR practices between
countries. HR practices
adapt to the local context
because local culture,
institutions, and rules are
more important than
market forces.
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Stasis

A stasis occurs when the
HR practices between
countries stay the same.
Local culture, institutions,
rules, and market forces
hold each other in check.

Cranet

The Cranet surveys are
conducted in participat-
ing countries. These sur-
veys collect data on
human resource manage-
ment practices.
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The impact of context becomes increasingly apparent when looking at the influence of
union presence. In countries where unions are more prevalent or powerful, the role of HR
as the main negotiator is more strategic. However, in countries where unions play a
smaller role, HR responsibilities are more likely to be distributed among line managers
(Mayrhofer et al., 2019).

The Cranfield Project on International Strategic Human Resource
Management (Cranet)

The Cranfield project on international strategic human resource management (Cranet)
offers valuable insight into comparative human resource management. Several interna-
tional business schools have come together to form the Cranet network, and they conduct
surveys on HRM around once every five years. The surveys study HR policies and practices
with a set of common questions. By comparing the data from different surveys, we can
gain insights into HRM policies and practices across a large number of countries. It also
allows us to analyze trends and changes in HRM over a 21-year period (Gooderham et al.,
2019).

The latest Cranet Survey International Executive Report, which includes data collected
between 2014 and 2016, provides insights into current trends in HRM practices, along with
an overview of the extent to which entrepreneurial HRM practices converge or diverge
across countries (Cranet, 2017).

The Role of the HR Department

While most organizations in the European Union (EU) have a dedicated HR department,
the power given to HR directors in terms of organizational leadership can vary widely. This
may also explain the manifest differences in HRM strategies across various companies. For
example, 67.1 percent of companies worldwide have a personnel/HRM strategy. However,
the percentage of organizations in which the HR department is consulted on the imple-
mentation of business strategy is significantly lower (Cranet, 2017).

In most cases, the responsibility for key HR tasks, such as remuneration, recruitment,
training, and development, is shared between line managers and HR managers. In Europe,
this also covers relations with unions and works councils. Workforce expansions or down-
sizing, on the other hand, usually fall to the line manager with assistance from the HR
department in the majority of cases (Cranet, 2017).

The outsourcing of HR activities, like payroll or pensions, is not common in most coun-
tries. However, the same cannot be said for training and development, which are often
sourced externally in most European countries. By contrast, these tasks are often sourced
within the organization in countries like the USA and China (Cranet, 2017).

Staffing: Practices for Building and Reducing the Workforce
The results of the Cranet survey indicate that the selection of a recruitment method

depends on the position and required qualifications of an employee. For example, firms in
Europe typically prefer to source executives in-house or with the help of personnel consul-



tants who specialize in executives and senior management. However, specialized profes-
sionals are often recruited through newspaper ads, word-of-mouth, social media, job por-
tals, or other online sources. References and interviews are common features in the
recruitment process (Cranet 2017).

Differences can also be observed in the implementation of tailored career development
programs. These initiatives are more likely to be found in countries such as France, the
United Kingdom (UK), and the Benelux region than in the rest of Europe (Cranet, 2017).

In addition to recruitment, downsizing is also a major topic for global HRM. Most countries
are currently experimenting with the use of softer downsizing measures— at least when it
comes to management positions—such as temporary recruitment freezes, voluntary sev-
erance packages, and internal transfers. In the UK and the USA, tougher measures, such as
wage freezes, are more readily introduced than in their continental European counterparts
(Cranet, 2017).

In the following sections, we will explore four topics that received particular attention in
the latest 2017 Cranet report: work-life balance, training and development, compensation
and benefits, and employee relations.

Work-Life Balance

Initiatives to improve work-life balance started with increasing the options available to
working women, mainly in the form of maternity leave beyond the statutory required
duration. This subsequently expanded to include paternity and parental leave. Workplace
childcare is still not commonplace around the globe; however, Cranet has indicated a
widespread use of flexible working arrangements, such as part-time jobs (Cranet, 2017).

Training and Development

In general, countries outside Europe tend to invest more in training and development than
their counterparts in Europe, both in terms of money and time allotted to training. The
majority of organizations rely on appraisal data to identify their training needs and make
important training and development decisions. Growing numbers of organizations now
systematically evaluate the effectiveness of their training measures (Cranet, 2017).

Compensation and Benefits

Remuneration is the aspect of HRM where Cranet reported the most divergence. Context
plays a major role in terms of pay due to country-specific legislation and taxation. Employ-
ers aim to optimize pay and incentives by choosing solutions that offer the lowest tax bur-
den. Performance-related bonuses and financial participation through shared ownership
schemes are subject to different taxation levels in different countries. Collective bargain-
ing is governed at a national level in certain countries, whereas, in other countries, it takes
place at an industry or company level. Initiatives such as performance-based pay are par-
ticularly widespread in China, Russia, and the USA. In Germany, for example, perform-
ance-related pay is more likely to be found in sales positions or companies that want to
align individual performance more closely with corporate success (Cranet, 2017).
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Employee Relations

Cranet has revealed that trade union membership varies greatly between countries. For
example, Nordic countries enjoy the highest trade union representation in Europe,
whereas the UK, Australia, and Switzerland have relatively low representation levels. How-
ever, representation does not necessarily determine the influence of unions. Depending
on local legislation, unions may be granted greater or less influence on matters concern-
ing employees. In communist China, many employees are members of a union, yet Chi-
nese unions have less of an influence than their French counterparts, despite the fact that
less than ten percent of the workforce is in a union in France (Cranet, 2017).

The results of the Cranet survey have confirmed findings from studies in comparative HRM
(Gooderham et al., 2019). Namely, that divergence can be attributed to contextual factors,
such as labor laws and taxation, which are difficult for employers to influence. By contrast,
convergence tends to occur when human resources managers are able to apply best prac-
tices that are not affected by local restrictions in policies, such as recruiting methods.
Associations have also been established to allow HR professionals to exchange ideas and
learn from each other. For example, the European Association for People Management
includes a number of national professional HR organizations. Every two years, hundreds
of professionals meet at the association’s international congress to exchange ideas and
network. The World Federation of People Management Associations offers the same plat-
form at a global level. It represents over 660,000 HR professionals from over 90 national
associations around the world (Cranet, 2017).

2.3 Requirements

What are the requirements for successful IHRM in organizations? In the following section,
we will explore the following key elements of IHRM: contributing to the organization’s
strategy, organizational development, international staff mobility, international talent
development, international business ethics, and new ways of working internationally.

Contributing to the Realization of the Organization’s Strategy

IHRM needs to be aligned with the organization’s objectives. HR needs to accordingly
measure its impact to determine whether it is effective (Dowling et al., 2017; Mayrhofer et
al., 2005).

Organizational Development

The trend toward fast-changing, nimble, and flexible organizations is also reflected at an
international level. This can lead to the dissolution of large central (staff) departments and
the transfer of responsibilities and resources to line management. The importance of for-
mal and informal information networks for the internal cohesion of the new, more autono-
mous units has also grown. Companies are increasingly partnering in international joint



ventures or strategic alliances. Culturally diverse workforces have long since become the
norm. In response, new approaches need to be established in IHRM (Dowling et al., 2017,
Mayrhofer et al., 2005).

International Staff Mobility

Globalization goes hand in hand with global staff mobility. As before, employees will con-
tinue to be sent abroad for three- to four-year periods. However, other forms of expatria-
tion will also become increasingly common, i.e., short-term assignments. IHRM will be
required to deal with a more diverse international workforce with varying needs and
requirements. As growing numbers of women enter leadership positions, their career
development will need to be facilitated on a global scale. In addition, IHRM will need to
establish a response to new mobility challenges, such as dual-career couples (Mayrhofer
et al., 2005; Vanderbroeck & Aasted Skov-Hansen, 2020).

International Talent Development

Employees working in an international or multicultural environment need to feel comfort-
able working with internal and external individuals and teams. In recent years, there has
been a surge in self-movers, i.e., individuals who seek career opportunities abroad. Conse-
quently, it is important that organizations capitalize on this global potential and include
self-movers in their workforce (Baruch et al., 2016; Mayrhofer et al., 2005).

International Business Ethics

Each country is governed by its own unique ethical code. IHRM is responsible for deter-
mining which rules apply to employees, whether in the country where the multinational
corporation (MNC) is headquartered or local to a subsidiary. This decision can have a deci-
sive impact on issues like working conditions, salaries, and corruption (Dowling et al.,
2017). The internet and social media have fostered a culture of transparency. As a result,
companies now need to be wary that customers and the general public may object to
practices that differ from accepted standards.

Internal policies may also be subject to external pressure. In 2020, Swiss citizens voted in a
referendum on the nation’s responsible business initiative (Business & Human Rights
Resource Centre, 2020). The proposal aimed to introduce a binding legal framework to
hold Switzerland-based MNCs accountable for human rights and environmental violations
committed abroad. Those who rallied against the proposal argued that it would limit the
ability of Swiss-based companies to do business in other countries. They also feared that
some companies might leave Switzerland for a country with a more favorable legal frame-
work, taking their tax payments and jobs with them. In the end, the proposal was defeated
by a small majority.
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New Ways of Working Internationally

Technology has paved the way for virtual work and collaborations. It has reduced the
need for travel and, in certain cases, rendered international transfers unnecessary. Never-
theless, it comes with its own set of unique challenges, particularly in global virtual teams.
IHRM needs to implement training to increase the productivity of these teams (Mayrhofer
etal., 2005).

As of November 2021, the global COVID-19 pandemic that started in December 2019 con-
@es to rage. More than just a global health crisis, the pandemic has resulted in major
al and economic upheaval across the world. Its long-term effects remain to be seen.
However, despite predictions made early on in the pandemic, globalization has not come
to a grinding halt (Altman & Bastian, 2021). Evidently, when considering future require-
ments in terms of IHRM, it’s important to account for current events.

Consulting firm McKinsey has conducted interviews with 350 HR leaders in Europe and the
USA throughout the COVID-19 pandemic and performed additional surveys with chief
executive officers (CEOs). Based on their findings, they have predicted which requirements
will become a priority for IHRM moving forward. McKinsey calls for a more flexible and
responsive model to meet the organizational challenges of the future. These challenges
can be found in the rise in interconnectivity and automation, lower transaction costs, and
changes in the workforce. For instance, 162 million workers in the EU and the USA now
engage in some form of independent work. Organizations need to respond by offering
new structures and different ways of working (Komm et al., 2021).

Figure 6: HR Priorities for the Future

Scalability

Source: Paul Vanderbroeck, based on Komm et al. (2021).

The McKinsey study predicts that identity, agility, and scalability will be prioritized in the
future. These areas are described in the table below.

Table 2



This can be updated 


Identity (being clear about “who” an organization
is, i.e., what it stands for and where it makes a pos-
itive impact)

Agility (streamlining operations)

Scalability (learning and innovation)

B

Eﬁl; SUMMARY

HR can contribute to this imperative by selecting
talent that fits the organization’s identity and creat-
ing incentives that motivate staff to drive value cre-
ation.

It can also contribute by fostering an organizational
culture that makes people feel at home and
engaged, even when they are not physically in the
office.

Empowering employees to take risks and rewarding
them for doing so in place of punishment will facili-
tate faster decision-making.

A workforce that is flexible and responsive can
deploy employees quickly in the areas they can add
the most value.

Agility also involves restructuring to transform hier-
archies into a network of empowered teams.

Building an Agile HR platform enables HR to use
data to develop, deploy, and motivate employees,
e.g., by providing dashboards to line managers to
integrate data-driven insight in recruitment deci-
sions.

Scalability involves the transformation of leaders
into coaches.

New skills and insights can be gained from collabo-
rating with competitors in partnerships and joint
ventures.

Comparative international human resources management (IHRM) seeks
to identify, describe, understand, and explain the convergences and
divergences in human resources (HR) practices across different coun-
tries. It primarily focuses on differences in local contexts and how these
contexts (i.e., different cultures, institutions, laws, social regulations,
taxes, and political systems) can lead to divergent practices.

Comparative IHRM explores the tendency of HR practices to converge or
diverge across borders. At present, this aspect is in the spotlight because
of the growing impact of globalization, which has led to a surge in the
number of multinational organizations.

The relevance of IHRM continues to grow as a result of globalization. As
such, it is critical that knowledge and skills are enhanced in the field of
IHRM. The Cranfield project on international strategic human resource
management (Cranet), a global network of universities that maps IHRM
practices around the globe, represents a pioneering initiative to gain val-
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uable insight into comparative human resources. The research under-
taken by Cranet is supplemented by numerous international networks of
HR professionals that contribute to IHRM research.



MULTINATIONAL CORPORATIONS AND
INTERNATIONAL HR MODELS

STUDY GOALS

On completion of this unit, you will be able to ...

- describe the challenges faced by multinational corporations (MNCs) in terms of human
resource management.

- explain how international human resources management (IHRM) can be used to com-
bat these challenges through the application of human resources (HR) theories.

- describe standard IHRM models and how they can help HR departments handle com-
plex situations often found in MNCs.



Multinational corpo-
ration (MNC)

A multinational corpora-
tion is a large private
company that maintains
employees and opera-
tions in several countries,
often on more than one
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continent.

3. MULTINATIONAL CORPORATIONS AND
INTERNATIONAL HR MODELS

Case Study

In the 1980s, the automobile manufacturing industries of Europe and North America faced
stiff competition from their Japanese counterpart. Successful organization of their factory
workforce to increase productivity allowed Japanese automobile manufacturers to gain a
competitive edge over their European and American competitors with cheaper, better-
quality, and more fuel-efficient cars (Cole, 1981). The practices adopted in Japan also
stemmed from certain behaviors and values in Japanese organizational culture. Notably,
production workers were permitted to work together in teams that had the autonomy to
resolve quality issues and to continuously improve quality and production. Accordingly,
production was considered a group responsibility for the entire factory, in contrast to the
traditional Western top-down approach.

Western companies countered the emerging Eastern market by importing Japanese
human resources management (HRM) practices. New assembly factories were established
according to the Japanese mindset, incorporating aspects such as group work, quality cir-
cles (workers solving quality issues as they arise rather than post-production), and com-
pany uniforms for all staff, including managers. This case study provides an example of the
transfer of human resources practices from one country to another. This transfer had a sig-
nificant and positive impact on automobile manufacturing in Europe and North America.

3.1 Challenges in Multinational
Corporations

Despite the opportunities afforded by globalization to small- and mid-size companies to
do business beyond their domestic market, the standards for international human resour-
ces management (IHRM) continue to be set by multinational corporations (MNCs). MNCs
are organizations that operate on a global scale and have staff working at numerous loca-
tions around the world. The majority of today’s largest MNCs were already engaged in
multinational operations during much of the twentieth century. They are active in a wide
range of sectors, including automobile manufacturing (Toyota), pharmaceuticals (Novar-
tis), energy (Exxon), chemicals (BASF), banking (HSBC), consulting (KPMG), home furnish-
ing (IKEA), telecommunications (Vodafone), electronics (Samsung), computers (Lenovo),
consumer goods (Unilever), agriculture (Cargill), tourism (Hilton), and logistics (Maersk).
Notably, there has been a surge in recent years in the number of MNCs operating in the
tech sector (e.g., Google, Apple, and Microsoft).



Cross-border operations are nothing new in the not-for-profit sector, which has long inclu-
ded numerous organizations that operate internationally and send staff to different coun-
tries for strategic purposes. The not-for-profit sector includes inter-governmental organi-
zations like the United Nations and the World Bank, as well as non-governmental
organizations (NGOs). NGOs are involved in various forms of humanitarian aid, which
include disaster relief (National Red Cross and Red Crescent Societies), healthcare (Méde-
cins Sans Frontieres), nature protection (World Wildlife Fund), famine relief (Oxfam),
human rights (Amnesty International), and assistance to war victims (International Com-
mittee of the Red Cross).

However, these organizations primarily model their human resources (HR) practices
around those implemented by MNCs. In this unit, we will therefore focus on IHRM in MNCs.
The majority of research conducted on this topic is also primarily based on these organiza-
tions. Below, we will look at the most significant global obstacles faced by organizations at
present, with a focus on MNCs. Then, we will discuss possible solutions and different HR
models that could help organizations overcome or at least alleviate these challenges.

HRM at MNCs is confronted with a constant tension between cross-border standardization
and adherence to local norms. In other words, there is a struggle to balance the need to
foster cooperation, uniform policies, and an internal labor market with the need to adapt
to local conditions, cultures, and circumstances (Dowling et al., 2017; Gooderham et al.,
2019). As the purpose of IHRM is to support a company’s strategy, this tension is inherently
present.

Centralized versus Decentralized HR

Strong interdependencies tend to exist between subsidiaries and their corporate parent
within MNCs. As a result, managers are required to interact closely with managers from
different cultural and organizational backgrounds, particularly in the HR department. Cul-
tural, political, technological, and legal differences can lead to significant friction when it
comes to HR processes and policies, particularly concerning the coordination of HR pro-
cesses and policies (Dowling et al., 2017; Gooderham et al., 2019).

These tensions largely stem from the push toward global standardization (HRM according
to the MNC’s strategy) versus the desire for a localized approach (HRM tailored to the local
context). The entity that controls the organization’s critical resources (money and exper-
tise) and holds the power (decision-making authority) determines whether to adopt a
more centralized or decentralized approach (Festing et al., 2008; Dowling et al., 2017,
Gooderham et al., 2019).
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Knowledge workers
Aknowledge workeris a
skilled, educated individ-
ual whose main capitalis
their knowledge.

Millennials

Also known as Generation
Y, millennials are the gen-
eration born after 1980.
Millennials typically
believe that change,
meaning, and work-life
balance are key aspects of
working life.
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Figure 7: Balancing Centralization and Decentralization in IHRM

Local adaptation
to the context

Global e
standardization

Control of critical resources
and power distribution

Source: Paul Vanderbroeck, based on Festing et al. (2008).

Competition

Competing at a global level entails competing in terms of cost-effectiveness. IHRM thus
helps MNCs to relocate human resources to cheaper locations. India, with its large, well-
educated, and English-speaking workforce, has become a popular hub for outsourcing
financial management and accounting services. Many companies have also opened facto-
ries in China, where they employ the local low-wage workforce to manufacture goods in
bulk at a fraction of the price (Werner et al., 2012).

An increasingly global world comes with stiﬁeanpetition for resources. IHRM helps
MNCs attract talent from countries with a high availability of workers to countries with
scarce resources. This particularly concerns knowledge workers. However, the relocation
process is not straightforward. Cultural differences and insufficient language skills can
make it difficult to successfully transfer new hires from one part of the world to another. At
the same time, organizations need to retain talent to prevent qualified employees from
transferring to their competitors (Bonneton et al., 2019).

Demographics

International mobility has made IHRM significantly more complex. Developments that
cause issues at a national level often prove far more challenging when transposed to an
international level (Komm et al., 2021). IHRM now needs to encompass the varying atti-
tudes to work, careers, and mobility fostered by younger generations, such as millennials
(those born after 1980). In general, millennials are less motivated by career progression
and money, and more motivated by flexibility, meaningful jobs, and a good work-life bal-
ance. More loyal to their profession than their organization, they are more difficult to
retain (Werner et al., 2012). However, they can be expensive if they decide to jump ship
once the company has paid for an international transfer. Nevertheless, MNCs can be par-
ticularly attractive to millennials, who are often interested in enhancing their knowledge
and changing horizons. International assignments offer a way for HR departments to
attract young talent to their MNC (McNulty, 2014).


Colloquial 


Home Country or Host Country Nationals

Since the establishment of the very first MNC, IHRM has been faced with the conundrum of
whether to expatriate managers and specialists from their home country (the country
where the MNC is headquartered) to other countries to perform key tasks, or whether to
recruit equivalent staff locally (the country in which the MNC operates). Home country
nationals tend to be more expensive than local staff (Werner et al., 2012). While they bring
the knowledge, network, methods, and values that the MNC wants to instill on a global
scale, they may initially lack language and cultural skills and the knowledge to perform
effectively in the local environment and market, particularly compared to host country
nationals (Dowling et al., 2017).

Developing a Global Mindset

Since MNCs came into existence, IHRM has worked hard to help managers operate effec-
tively abroad. MNCs continue to invest heavily in training and development as it is critical
that managers are equipped to operate across borders as expatriates and leaders of multi-
cultural teams (Dowling et al., 2017; Werner et al., 2012).

HR Systems

Data systems that collect and analyze employee data can help MNCs with international
deployments, adding value, and developing talent on a global scale. HR needs to harness
the power of data to help an organization learn and innovate going forward (Komm et al.,
2021). However, privacy protection laws, like the EU’s General Data Protection Regulation
(GDPR), often hamper the free exchange of data across borders (Dowling et al., 2017;
Werner et al., 2012).

International Mobility, Management across Cultures, and Global Talent
Management

These three aspects are of particular importance for MNCs. While they have always been a
challenge, globalization has added a further layer of complexity. First and foremost, these
aspects emphasize the need for HR professionals who know the business well and are able
to plan ahead and predict internal and external developments. HR departments must
acquire a global mindset to support the international operations of the MNC it serves
(Dowling et al., 2017).

3.2 Resolution Methods

In principle, IHRM engages in the same activities as HRM; however, the difference is that
HRM solely focuses on human resources in a particular country, while IHRM operates in
several countries. MNCs are therefore required to transcend international borders with
their HR policy to manage the challenges posed international operations.

Home country nationals
Employees from the
country in which the MNC
is headquartered who are
sent to temporarily work
in a different country are
called home country
nationals.

Host country nationals
A host country national is
a local employee who
works for the MNCin a
country other than the
onein whichitis head-
quartered.
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The Warwick model, named after the university where it was developed in the 1990s (Hen-
dry & Pettigrew, 1990), is still considered one of the most prominent theories of HRM
(Brewster et al., 2018). Because of its emphasis on the importance of context (both inter-
nal and external to the organization), the model is particularly applicable to IHRM in light
of the challenges posed by the contexts of different countries.

Figure 8: The Warwick Model of HRM

——————————————————— » Outer context

l

Inner context

Business
strategy
content

HRM context

» HRM content <

Source: Paul Vanderbroeck, based on Hendry & Pettigrew (1990).

The model above demonstrates how HRM functions under the influence of strategic
change. The model depicts the outer and inner contexts, the business strategy content,
the HRM context, and the HRM content as interdependent elements. This results in a sys-
tem whereby an organization constantly evolves over time (Hendry & Pettigrew, 1990).

The outer context consists of economic, technological, and socio-political conditions. The
economic conditions are ownership and control (e.g., private shareholders or the govern-
ment); the size and structure of the organization; the life cycle of the organization (e.g.,
start-up, high-growth, or mature phases); and the circumstances of the industry and rele-
vant markets (e.g., high or low competition). These conditions are interrelated and deter-
mine the HR policies for a specific organization. For instance, a small start-up that oper-
ates domestically would require a different HRM approach than a large MNC (Hendry &
Pettigrew, 1990).



Technological conditions concern the technologies used within an organization and their
advancement over time. HRM needs to ensure the organization keeps up with technologi-
cal advancements by ensuring the workforce possesses the necessary skills and introduc-
ing training where necessary. HRM is also increasingly faced with the issue of replacing
employees with robots and automated systems (Hendry & Pettigrew, 1990).

Socio-political conditions pertain to aspects such as the availability of sufficient talent
with the right skillset in the markets in which the organization operates. They also encom-
pass conditions including local labor laws and the presence and role of employee repre-
sentatives, such as unions or works councils, which can impact the flexibility of human
resource management (Hendry & Pettigrew, 1990).

The inner context consists of culture, structure, leadership, task technology, and business
output. Organizations may elect to pursue a team-oriented or individualistic culture. They
can feature flat or horizonal hierarchies, and leadership can be either top-down or bot-
tom-up. Task technology concerns the technology used at an organization (e.g., software)
to ensure successful business operations, whereas business output refers to the products
and services offered by the organization. These factors play a role and are equally influ-
enced by HRM (Hendry & Pettigrew, 1990).

HRM is driven by an organization’s goals and requirements, namely its strategy, objectives,
and the products and services it offers in specific markets. HRM gives organizations the
workforce they need to implement their strategy and achieve their objectives (Hendry &
Pettigrew, 1990). This first requires an HRM context, i.e., an HR department or function
with roles and responsibilities that permit it to achieve its objectives through HRM con-
tent. This refers to the various tasks for which HRM is responsible: HR flows (hiring, retain-
ing and firing staff); work systems (e.g., training); reward systems (pay and benefits); and
employee relations (e.g., negotiations with unions) (Hendry & Pettigrew, 1990). All of this
creates a complex framework in which different factors and actors (line managers and HR
professionals) interact with, cooperate with, and influence each other (Hendry & Petti-
grew, 1990).

When this model is applied to IHRM, adapting to the local context and the challenges
posed by international operations is crucial. This is particularly evident when we look
closely at one of the key tasks of IHRM: moving talent across borders. Actions HR can take
to facilitate recruitment, integration, training, performance assessment, career develop-
ment, and rewards include

« recruitment. Adaptability, flexibility, and building and maintaining relationships are key
attributes to look for when recruiting staff with international responsibilities, particu-
larly employees who are expected to work abroad.

« integration. When staff move to another country, a local mentor can help them to inte-
grate into the local (company) culture. However, expatriates are often faced with the
challenge of adhering to the corporate culture of the parent company (the MNC) while
simultaneously adapting to the local culture, which sometimes results in tension.

« training. This includes both language and intercultural training.

« performance assessment. The objectives of the international assignment (e.g., technol-
ogy transfer) and local feedback need to be addressed in performance evaluations.
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+ career development. In the ideal scenario, employees should have a clear career plan
for once they return to their home country. In the absence of a plan, the employee’s
next move should be planned well ahead of their repatriation to allow the MNC to con-
tinue to benefit from their talent in the long term and ensure the experience gained dur-
ing their time abroad is put to good use.

« reward. Expatriates often seek special compensation to account for their ties to their
home country and needs in their host country.

Let us explore a situation where the external context (changing profile of clients around
the globe); business strategy content (international services for clients); and HRM content
(staff development) were aligned to achieve a certain outcome.

A globally active bank specializes in private banking services for wealthy individuals. The
banking sector is becoming increasingly globalized, and the bank’s clients expect to
receive the same service in every location they move to or operate in. In response, the
international human resources department introduced an assessment center to guaran-
tee the same level of quality around the globe. This standardized process assessed and
selected candidates for promotions to the position of senior client manager. Each location
applied the same methods and criteria. After completing several assessments, HR ana-
lyzed the data. It emerged that, on balance, all candidates demonstrated relatively weak
strategic thinking skills. This was considered a risk factor in terms of the company’s cli-
ents, who were increasingly requesting strategic investment advice. The HR director sub-
sequently proposed a seminar for the recently promoted senior client managers in order
to improve their strategic thinking. The chief executive officer of the bank accepted the
proposal.

3.3 International HR Models

IHRM in MNCs often poses a challenge because of the size and complexity of an organiza-
tion. In addition to the theories used to determine the structure of an organization and the
roles of HR, other models approach HR in terms of how it can contribute to the success of
an organization. In the following section, we explore three key theoretical perspectives on
IHRM, which provide the basis for further research in this field.


Is this a necessary side note?


Figure 9: Framework for Strategic Human Resource Management
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Source: Paul Vanderbroeck, based on Jackson et al. (2014).

HR models typically encompass the causal chain depicted above to highlight the impact
HRM has on employee capabilities and motivation. In turn, these aspects contribute to
improved productivity, which results in better outcomes for customers and shareholders
(Brewster et al., 2018; Jackson et al., 2014). However, HR models usually break down these
elements and focus on parts thereof. Below, we will look at three prominent models that
offer explanations for this proposed causal chain, each with their own emphasis: human
capital theory, the resource-based view, and the behavioral perspective (Jackson et al.,
2014).

Human Capital Theory

Human capital theory states that, along with other capital investments (e.g., machines, Human capital theory
technology), organizations need to invest in “human capital.” The return on this invest-  This theory views

. . . s N employees as capital
ment is found in the increased capabilities of an organization’s human resources (knowl-  ;  cciments that, when
edge, skills, and behavior). Organizations can invest in human capital by recruiting talent  successful, yield positive

with the necessary skills or potential to contribute to the organizational objectives. Alter- ~ "esults for the organiza-

. . . . . . tion.
natively, they can invest in training employees to acquire and develop the required com-
petencies. Rewarding high performers for reaching targets is another form of investment
in human capital. In principle, investing in human capital is expected to yield economic
returns (Jackson et al., 2014). a

Resource-Based View
The resource-based view states that the success of an organization depends on maintain-

ing a workforce that includes unique, high-value, and outstanding employees that are dif-
ficult to source or replace. HRM is another key tool organizations can use to generate eco-
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Resource-based view
The resource-based view
asserts that employees
should be unique to the
organization, allowing the
organization to become
more competitive.

Behavioral perspective
This model claims that
the success of an organi-
zation depends on the
behavior of the employ-
ees in their respective
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roles.

nomic value. As its name implies, human resource management includes the activities
through which an organization manages key human resources. The more effective HR is,
the more capable it is of sourcing, attracting, deploying, and developing individuals that
provide the critical and unique resources required by the organization (Jackson et al.,
2014).

Behavioral Perspective

The behavioral perspective states that the performance of employees depends on their
behavior in their role within the organization. Employees primarily learn the behaviors
appropriate for their role through human resource management, e.g., job descriptions,
development feedback, performance management, and training. HR promotes proper
conduct with initiatives, such as bonuses and other incentives. The desirability and use of
certain employee behaviors is also influenced by external and internal cultures (Jackson
etal.,2014).

Eﬂ]: SUMMARY
Multinational corporations (MNCs) are the main driving force behind
international human resources management (IHRM) practices. Interna-
tionally active organizations are faced with the constant challenge of
striking the balance between centralizing practices around the globe
and decentralization to enable local autonomy and adaptation to local
contexts.

IHRM is required to address numerous challenges within MNCs, from
changing demographics and technology, to selecting between expatri-
ates and local employees. In order to navigate these issues, IHRM can
apply various models to structure human resources (HR) and the various
roles found in an HR department, e.g., service provider, change agent,
and strategic contributor. These roles can then be adapted to meet the
specific requirements of IHRM.

HR models view HR in terms of how it can contribute to the success of an
organization. As they provide a simplified overview, models help us
make sense of complex situations. Human capital theory views employ-
ees as capital investments that, if successful, yield positive results for an
organization. The resource-based view contends that employees should
be unique to an organization to allow it to become more competitive. In
contrast, the behavioral perspective is that the success of an organiza-
tion depends on the behavior of employees in their respective roles.



INTERNATIONAL PERSONNEL
DEPLOYMENT

STUDY GOALS

On completion of this unit, you will be able to ...

- list the strategies multinational corporations (MNCs) use for international personnel
deployment.

- describe different types of international assignments and the purposes they serve.

- explain which criteria are applied to select individuals for international assignments.

- describe how the talent pool for international assignments has become more diverse.

- outline how organizations can motivate employees to become internationally mobile.

- discuss what determines the success of an international assignment.



4. INTERNATIONAL PERSONNEL
DEPLOYMENT

Case Study

The intensification of globalization in recent decades has led to an increase in the number

aﬂf people who move abroad, many of whom relocate because of an international assign-

International personnel
planning

This is the process
through which an organi-
zation ensures the right
person is assigned to a
jobin a particular coun-
try, at the right time, and
for the required period.
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ent given by their employer. Some are recruited by companies based abroad, while oth-
ers cross borders to study or live with their partner. All internationally mobile individuals
face the challenge of building a professional network in their new country. Partners of
internationally mobile professionals often also want to continue their career in their new
location.

As a result, volunteer and commercial networks have been set up to support professionals
who live and work abroad. Some of these are local, whereas others are international and
have branches in worldwide locations. Certain organizations focus on particular demo-
graphics within the international community (e.g., women) or on particular activities, like
volunteer work and charity. Most networks have their own website or a presence on social
networks, such as Facebook or Instagram. This unit explores the reasons that organiza-
tions assign staff to other countries. It also discusses related aspects that concern interna-
tional human resources management (IHRM), such as selecting employees and success
factors for postings abroad.

4.1 International Personnel Planning

International personnel planning entails deploying the right person for a specific job at
the right time in a particular country. It generally relates to professional and managerial
staff. Cross-border staff deployment adds to the complexity of IHRM. Successfully moving
an employee from one country to another often requires moving an entire family, which
comes with a host of obstacles, e.g., dealing with tax and pension issues, applying for
work and residence permits, providing schooling for the children, and overcoming cultural
barriers. All in all, this is a complex and costly affair (Hurn, 2014; Laws et al., 2008). In light
of globalization, demographic trends, and the lack of skilled workers, this topic has
become increasingly significant in multinational organizations.

Originally, international workforce planning helped companies to manage their exports
from one country to other markets. As a result of globalization, it now helps organizations
build a global workforce. A global workforce is an international pool of employees that
hold key positions in the organization, either in the parent company or at local subsidia-
ries, and a talent pool of succession candidates for these positions. A key task of interna-
tional workforce planning is to develop the skills and careers of all members of this global
workforce (Laws et al., 2008).


Is this really a case study?


International assignments are an important tool in international workforce planning and
serve several purposes related to the organizational strategy, such as entering new mar-
kets, transferring knowledge and technology, managing international partnerships or joint
ventures, and developing management careers (Laws et al., 2008). People sent on an
international assignment by their employer are referred to as expatriates.

There are four different strategies for international workforce planning that are each
based on an organization’s overall approach to internationalization and IHRM. These are
the ethnocentric, polycentric, regiocentric, and geocentric strategies (Hurn, 2014; Laws et
al., 2008):

Figure 10: Strategies for International Personnel Workforce

Ethnocentric

Polycentric

Geocentric Regiocentric

Source: Paul Vanderbroeck (2021).

Ethnocentric Strategy

With the ethnocentric personnel planning strategy, key positions in the various countries
where the organization operates are filled by employees from the parent company, or
parent country nationals (PCNs). The ethnocentric strategy is often combined with a
IHRM approach, whereby key human resources practices are determined by the global
headquarters. The advantages of this strategy are that it allows organizations to have
experienced people on the ground to transfer knowledge and start new operations where
there is a lack of local skilled workers. It also enables the parent company to maintain con-
trol, which can be crucial for financial management, protecting brand equity, and ensur-
ing quality standards. An ethnocentric policy is generally a costly approach due to the ten-
dency of PCNs to cost more than local staff. The success of this strategy also depends on

International
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An international assign-
ment is a transfer of an
employee from one coun-
try to another for a cer-
tain period of time. The

term expatriation is often
usedlternative.
Expatigate

In the context of IHRM, an
expatriate is an employee
who is sent by the
employer to work in
another country for a cer-
tain period of time, usu-
ally between one and five
years.

Ethnocentric personnel
planning

In ethnocentric workforce
planning, key posts are
filled by staff from the
country in which the
organization is headquar-
tered, i.e., PCNs.

Parent country national
A PCN is an expatriate
from the country in which
the organization is head-
quartered.
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Polycentric personnel
planning

In this strategy, posts are
filled by a mix of staff
from the country in which
the organization is head-
quartered and local sub-
sidiaries.

Regiocentric personnel
planning

In a regiocentric strategy,
the organization estab-
lishes regional bases
instead of a global head-
quarters. Staff are
deployed within a region
rather than locally or
globally.

Third-country national
ATCN is an employee
from a different country
than the country in which
the organization is head-
quartered or a subsidiary
is located.

Geocentric personnel
planning

This strategy has no pref-
erence for nationality.
The best person is selec-
ted for the job from a
global talent pool.
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how quickly PCNs are able to adapt to the local context. Employees may find their oppor-
tunities for career development capped if they lack international experience (Hurn, 2014;
Laws et al., 2008).

Polycentric Strategy

MNCs that pursue a strategy of polycentric personnel planning assign PCNs to subsidia-
ries while selecting host country nationals for positions at headquarters or operations in
third countries. This strategy is often combined with a IHRM approach in which the key
human resources (HR) practices are produced by cooperation between the global head-
quarters and local HR departments. Furthermore, contrary to the ethnocentric strategy,
the polycentric strategy generally gives local subsidiaries more autonomy and freedom of
movement in their own human resources management (HRM). This approach reduces the
risk of cultural misunderstandings and leverages valuable local knowledge. It is often
applied in conglomerates or holdings that jointly participate in various types of businesses
with their own specific products, services, and markets that benefit from a decentralized
approach. However, it can be more costly than the ethnocentric strategy due to the
increased overall number of expatriates (Hurn, 2014; Laws et al., 2008).

Regiocentric Strategy

The regiocentric personnel planning strategy combines certain elements of both the eth-
nocentric and polycentric approaches. Instead of global deployment, employees are
assigned within a certain region, for example, Europe. These employees are referred to as
third-country nationals (TCN). This strategy allows organizations to deploy qualified
employees where they are needed most, while facing fewer obstacles when it comes to
adapting to local contexts. Agreements at a regional level, as seen in the EU, make intrare-
gional transfers far more cost-effective. This strategy is often combined with a regional
approach to IHRM (Hurn, 2014; Laws et al., 2008).

Geocentric Strategy

We end this section with a strategy called geocentric personnel planning, whereby an
organization appoints the most suitable person for a job irrespective of their nationality.
People are selected based on their competency rather than their background. By pursuing
this strategy, organizations can develop an international talent pool for deployment
around the globe. The upside to this approach is that it fosters a global culture that incor-
porates all countries where the organization is active. The downside is that it can result in
a “homeless” group of permanent expatriates who don’t have a strong affiliation to any of
the organization’s structures. The geocentric strategy aligns with an IHRM approach that
grants subsidiaries significant autonomy. However, a significant amount of coordination
and communication may be required between the various countries when it comes to
establishing a common approach to international deployment (Hurn, 2014; Laws et al.,
2008).

Needless to say, organizations can pick and choose between these strategies as they
please. They may select one strategy for a particular region or part of the business and opt
for another strategy for the rest of the organization.



4.2 Reasons for Deployment and Job
Rotation

Assignments to different countries for varying lengths of time can serve a variety of purpo-
ses (Evans et al., 2011; Festing & Milller, 2008; Laws et al., 2008).

Figure 11: Purposes of an Expatriation
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Source: Paul Vanderbroeck, based on Evans et al. (2011).

Employees are primarily sent abroad to solve a problem, for example, to manage a tempo-
rary project, handle a technical failure in a factory, or fill a position that is temporarily
unoccupied. These examples are generally short-term assignments.

Longer-term assignments tend to involve the employee representing the organization’s
interests abroad, performing the traditional tasks of a PCN. They include positions in
financial management or roles that facilitate the transfer of company-specific technology
to a local subsidiary. These assignments tend to be two to five years in length (Evans et al.,
2011; Festing & Miiller, 2008; Laws et al., 2008).

Employees also stand to gain several benefits from international assignments. Spending
four to five years in a different country can prepare someone to take on international
responsibility at a more senior level in the future.
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In a commuter assign-
ment, an expatriate’s
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Shorter-term assignments allow employees to put a face to stakeholders they work with
on a regular basis and gain different perspectives on their profession or responsibilities.
They can also be used to integrate promising young professionals into the MNC (Evans et
al., 2011; Festing & Miiller, 2008; Laws et al., 2008).

Commuter assignments offer a different approach to cross-border employment (Festing
& Miller, 2008). They can be either short- or long-term and driven by business or personal
needs. The employees who engage in commuter assignments tend to have families, hence
why these postings are typically short-term (Evans et al., 2011). They usually become rele-
vant when the location of the assignment is not suitable for the expatriate’s family due to
security, infrastructure, or health reasons. Often, the family is unable or unwilling to join
the expatriate because of career obligations or the children’s schooling (Laws et al., 2008).

It is important to differentiate between temporary expatriates and permanent transfers to
an affiliate organization in a different country. In contrast to the unlimited nature of per-
manent transfers, commuter assignments are generally limited to a certain period. Perma-
nent expatriates are also granted the same terms and conditions as local employees, nota-
bly in terms of compensation (Evans et al., 2011; Festing & Miiller, 2008). In certain cases,
expatriates may opt to stay in their host nation after the end of their assignment and con-
tinue working for the firm on a local employment contract with a local salary. This process
is referred to as localization (Laws et al., 2008).

Figure 12: Types of Assignments Abroad
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Source: Paul Vanderbroeck, based on Laws et al. (2008).

Globalization has led to the harmonization of university degrees, studies abroad, and
international Master of Business Administration programs, which has resulted in an
increase in the number of professionals who seek to develop their careers internationally
(Altman & Baruch, 2012). The growing demand for qualified staff and knowledge workers
has forced organizations to expand their search for talent beyond the borders of their
parent country (Scullion et al., 2007). These self-movers , or self-initiated expatriates, are
part of the expatriate workforce, even if they are compensated differently than traditional
expatriates (Vanderbroeck & Aasted Skov-Hansen, 2020).



In principle, organizations can employ several forms of international assignment to meet
their global staffing needs and attract talent from different countries. Going forward,
organizations will likely need to offer a range of flexible forms of international assign-
ments to meet their needs and guarantee workforce availability (Scullion et al., 2007).

4.3 Selection of Expatriates

A decisive HR policy is crucial when it comes to selecting employees for international
assignments. IHRM is responsible for defining the requirements for a position and estab-
lishing and managing the selection process (Laws et al., 2008). It doesn’t matter whether
the posting is driven by business or personal needs, selection criteria should not be
restricted to a candidate’s performance record or technical expertise (Evans et al., 2011).
In fact, unsuccessful international assignments can rarely be attributed to a lack of profes-
sional or technical competency. In order to ensure an international assignment ends in
success, organizations need to additionally focus on other qualities, such as (Evans et al.,
2011; Hurn, 2014)

« adaptability and flexibility: open-mindedness, openness to change, and an ability to try
different approaches.

« relationship building: empathy, tolerance, an interest in working with others, and a
sense of humor.

« communication: the ability to understand others, get a message across, and use differ-
ent forms of communication.

« independence: the ability and willingness to take initiative and assume responsibility.

« family circumstance: a situation that facilitates rather than hinders relocation.

Organizations may also need to add more specific criteria depending on the context. The
success of a business in certain locations may be contingent on certain skills or motiva-
tional forces. The type of organization also plays a role in defining the criteria. An MNC
requires different things from its employees than a small company or a non-governmen-
tal organization (NGO) (Scullion et al., 2007).

The selection process is crucial for international assignments as there is a higher chance
that an expatriate will fail to meet expectations than a local employee. Furthermore, the
organization will incur higher costs if an international assignment fails than if a local
employee with similar qualifications fails (Baruch et al., 2016). Future expatriates are pri-
marily selected through an interview process aimed at establishing whether the candidate
has the necessary skills for the job and the ability to integrate into the local culture abroad
(Evansetal., 2011).

Employees also subject the organization to their own selection process, since they decide
whether to accept a potential assignment or seek opportunities to work abroad (Festing &
Miiller, 2008). Younger managers tend to pursue international assignments for career-rela-
ted motives. These postings can often lead to more internal opportunities (Baruch et al.,
2016). For example, certain organizations will only consider candidates for a senior posi-
tion if they have gained previous experience abroad. Still, posting managerial staff abroad

Self-movers
Professionals who move
between countries to fur-
ther their career at their
own initiative (as
opposed to being
assigned by their
employer) are called self-
movers.

Non-governmental
organization

A non-governmental
organization (NGO) is a
not-for-profit organiza-
tion that has no direct
affiliation with a govern-
ment. NGOs are funded
by contributions from
individuals, companies,
and governments.
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comes with the added risk that employees may leave the company if there are not ade-
quate career opportunities at the end of their assignment (Festing & Miiller, 2008).
Employees may also be motivated to seek opportunities abroad because of the challenge
presented by a certain assignment and/or location, along with the desire to develop on a
personal level by experiencing a different culture (Baruch et al., 2016).

In addition to the aforementioned selection criteria, IHRM also sources potential expatri-
ates from the organization’s candidate pool, and these pools have become increasingly
diverse in recent decades (Santa Fe Relocation, 2019). Factors such as globalization and
economic development outside of Europe and the USA have increased the number of
nationalities represented in talent pools. Additionally, a growing number of employees are
now self-movers. Organizations have more options than ever before, but they must still
account for a wide range of requirements and motivations to attract talent to move
abroad.

We will now take a closer look at three demographics that have shaped this new diversity:
self-movers, dual-career couples, and female expatriates. These groups pose both chal-

lenges and opportunities in terms of IHRM.

Figure 13: Three Trends Leading to More Diversity in Expatriates

Genderbalance

Dual careers

Globalization

Source: Paul Vanderbroeck, based on Vanderbroeck & Aasted Skov-Hansen (2020).

Globalization has led to more people on the move than ever before. A growing number of
people are taking things into their own hands and initiating their own expatriation (self-
movers). Preferring to maintain control over their own lives instead of being ruled by their
employers, self-movers trade security for autonomy and flexibility (McNulty & Vance,
2017).



Recent studies have shown that the number of dual-career couples is also on the rise. This

phenomenon stems from new attitudes towards careers and families along with assorta-

tive mating. In the past three decades alone, assortative mating has increased by almost  Assortative mating

25 percent (Petriglieri, 2019). As a result, fewer people have a partner who is willing to give ;:Stea”r‘s:;‘rcsyv\"’iftﬁzos’?ﬁ:o
up their career to follow them on an assignment abroad. Many couples also require two laroEtlookon life, goals,
incomes to finance their lifestyle (Hurn, 2014). When a dual-career couple moves abroad, and educational back-
they can be referred to as an international career couple (Vanderbroeck & Aasted Skoy- ~ groundis called assorta-

tive mating.
Hansen, 2020). .
International career

couple
A growing number of professional and leadership roles are now filled by women, which  Aninternational career
has caused organizations to increasingly choose women for their international assign- couple refers to a couple

) A . with two careers that

ments (Scullion et al., 2007). The percentage of female expatriates grew from 25 percentin  moves to another country
2018 to 32 percent in 2019 (Santa Fe Relocation, 2019). Without question, these trends Ofizflntemationa“y
toward self-moving, dual-careers, and female workers are mutually reinforcing. More mobre.
working women than working men are currently in dual-career couples. It then follows
that the increased number of women moving abroad entails more dual-career couples

doing the same (Vanderbroeck & Aasted Skov-Hansen, 2020).

At an individual level, most people who pursue international assignments do so to further
their career, personal development, or both. This applies to both conventional company-
initiated expatriation and self-movers (Altman & Baruch, 2012; McNulty & Vance, 2017).
Certain MNCs require a minimum of one period spent abroad to qualify for senior manage-
ment positions. In recent years, the distinction between traditional expatriates and self-
movers has become increasingly blurred. Nowadays, it’s not unusual for people to move
to a different country and return several times over the course of their career. In certain
cases, this can stem from an employer-based assignment, but it can also be the result of
an employee’s initiative to broaden their career and experiences. They may also switch
employers in the process (McNulty & Vance, 2017).

4.4 Success Determinants

Preparing, relocating, compensating, and repatriating a person (along with their entire
family) is a costly affair and significantly outstrips the cost of hiring a local employee (Fest-
ing & Miiller, 2008; Laws et al., 2008). As a rule, an expatriate assignment costs two to three
times the base salary of an employee in the host country. This is also accompanied by
costs related to the time spent by locals to integrate the expatriate (Baruch et al., 2016).

These considerations can lead organizations to question whether an assignment will truly
be worth it. The employee needs to deliver on expectations, regardless of whether they
were posted abroad for strategic reasons or to learn new skills. Ideally, the amount of time
it takes the employee to become accustomed to their job in the new host country needs to
be a short as possible. If the employee has been relocated with their partner or family, it is
crucial that these accompanying individuals also quickly adapt to the local context. Along
with not achieving the objectives of the assignment, a failed assignment can have a nega-
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tive impact on the expatriate and their accompanying dependents. Because an expatriate
typically stands out in the local context, an assignment that goes wrong may also damage
the reputation of the parent organization and its host country (Hurn, 2014).

Unsurprisingly, it follows that expatriates tend to appreciate heavy investment in IHRM
activities related to international assignments. At a psychological level, expatriates feel a
strong affiliation to their employer if they receive a good level of support before, during,
and after the posting. On the other hand, if the employer has no real interest in retaining
the employee after the posting, it can be conducive to limit IHRM to compensation and
leave other matters, such as career development, to the employee (Festing & Miller,
2008).

In this manner, IHRM, as the counterpart to HRM, plays a key role in upholding crucial ele-
ments of the employer-employee contract, namely the performance of tasks in exchange
for extrinsic and intrinsic reward (Bottger & Vanderbroeck, 2008). Organizations are conse-
quently advised to clarify their expectations upfront with a prospective expatriate. This
ensures both parties are clear the agreement they are about to enter into and how IHRM
assistance can make sure their expectations are met (Festing & Miiller, 2008). The demise
of lifetime employment often motivates employees to take things into their own hands in
light of the lack of clarity. For instance, a dissatisfied expatriate may opt to pursue an
attractive career prospect with an employer located abroad instead of returning to their
home country (McNulty & Vance, 2017).

Generational and social shifts have further changed attitudes toward careers and interna-
tional deployment (Scullion et al., 2007). IHRM needs to account for these shifts and
respond to them in order to ensure that international assignments prove successful.
Younger generations are more mobile, both in terms of where they work and who they
work for. As a result, international assignments often appeal to younger employees. How-
ever, organizations must realize that they are typically viewed by the employee as an
investment in their own career and personal development as opposed to the pursuit of a
long-term career with a single employer. Self-initiated international moves are also
becoming more frequent (Altman & Baruch, 2012; Scullion et al., 2007). Organizations now
find themselves struggling to uphold the notion of expatriation as a long-term investment
in an individual career or an organizational talent pool. Currently, around 40 percent of
expatriates in the private sector leave their employer in the first two years following a
repatriation to their home country (Scullion et al., 2007).

These generational and social shifts further influence the success of international work-
force deployment. A fundamental factor that drives the supply of qualified candidates for
international assignments is mobility. Without mobility, expatriation cannot succeed.
Employee concerns about whether they are the right fit and their future career prospects
following repatriation have increasingly led candidates to turn down opportunities to
move abroad in the first place (Scullion et al., 2007). The most cited reason behind refus-
ing an expatriate opportunity is the effect it could have on the career of the expatriate’s
partner (Hurn, 2014; Laws et al., 2008; Vanderbroeck & Aasted Skov-Hansen, 2020). As life-
time employment continues to sink in popularity (Bottger & Vanderbroeck, 2008), IHRM
needs to apply increased efforts to counter these concerns.



We will now explore the factors required to boost the mobility of the international talent
pool with respect to its previously identified demographic shifts. First, we will look at self-
movers. In order to achieve success and happiness, self-movers need to develop a porta-
ble identity (Petriglieri et al., 2018). As remaining at the same organization for an entire
career is no longer the norm, individuals now require a portable identity to transport their
career across different organizations. A portable identity helps to combat feelings of root-
lessness while addressing the need to belong. It’s independent of location and therefore
empowers its holder. It can be regarded as part of an individual’s brand, which is where it
ties into international employability. A portable identity can be anchored in an individual’s
values, profession, or the type of organization they work for.

We will now examine the case study of the Russian couple, Boris and Katja, who are self-
movers. After completing his studies to become an information technology (IT) engineer,
Boris enjoyed a successful career in the IT department of a conglomerate in Russia. Katja
worked as a financial manager. Keen on taking his career to the next level, Boris applied
and was accepted for a two-year international Master of Business Administration program
in Paris. The couple decided to have a child, and their daughter was born in Paris.
Although they were open to moving back to Moscow, Boris started looking for a new job
and received an attractive offer for a position in process engineering at NordPharma in
Sweden. NordPharma helped Katja to get a work permit, allowing her to continue her
career in Sweden. Now the family has settled in Sweden and Boris has been promoted at
NordPharma. Katja found a job working as an auditor at an international consulting firm.
Their daughter spends her days at the NordPharma on-site daycare center. The future
remains uncertain, but the couple currently enjoys life in Sweden. Nevertheless, they
remain open to moving elsewhere, perhaps through an international assignment by Nord-
Pharma.

Another new and growing type of potentially mobile staff are the partners of expatriates in
international career couples (Vanderbroeck & Aasted Skov-Hansen, 2020). Expatriates
were traditionally men, who, as the sole breadwinner, went abroad with their family and
spouse, who would maintain her role as a homemaker or an otherwise supportive spouse.
Now, increasing numbers of dual-career couples are looking further afield, provided they
are both able to continue developing their own careers in their host country (Hurn, 2014;
Laws et al., 2008). Unless employers are willing to help facilitate this, they will struggle to
recruit from this talent pool when it comes to international assignments. (Scullion et al.,
2007; Vanderbroeck & Aasted Skov-Hansen, 2020).

Recent research has shed light on how international career couples can stay together and
be internationally mobile while simultaneously developing both of their careers (Vander-
broeck & Aasted Skov-Hansen, 2020). Three factors are decisive for the success of an inter-
national career couple:

Portable identity

A portable identity refers
to the shared private and
professional identity of an
individual that they main-
tain in different countries
and organizations.
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1. A shared vision. This means a long-term objective for the couple to achieve together
or the fulfilment of a purpose that guides the couple throughout their lives.

2. Asecure space. This refers to a ritual or process for making strategic decisions and dis-
cussing thoughts and feelings on a regular basis.

3. Mutual career development. Partners should mutually support each other in develop-
ing and coordinating their individual careers, particularly when relocating to a differ-
ent country.

The same research has indicated that the practical support offered by employers is not so
important when it comes to making these couples mobile. Instead, mobility is primarily
contingent on the couple’s ability to achieve the aforementioned success factors, which
are largely psychological. Employers tend to focus on making one individual—the
employee—mobile for a particular assignment. Even when a wide range of options are
available, HR policies favor a one-size-fits-all approach to support, usually tailored to trail-
ing homemakers or spouses in part-time work (Vanderbroeck & Aasted Skov-Hansen,
2020). Support mainly entails cross-cultural and language training, providing information
on local networks and social activities, and assisting with job hunts in the local area. A
recent survey (NetExpat, 2018) found that 90 percent of 320 public and private organiza-
tions offer some form of assistance to partners who follow their spouses abroad. But
there’s still a long way to go. The 3000 employees and partners who participated in the
study indicated that they weren’t satisfied with the help they received from the expatri-
ate’s employer.

As organizations seek to create a better gender balance in their professional and leader-
ship positions, they must increasingly open international assignments to women. Given
the global competition for talent, women are a necessary addition to the talent pool to
ensure a sufficient supply of potential expatriates. The traditional male-oriented model of
expatriation as a career investment has failed to attract adequate female talent to look
further afield (Scullion et al., 2007). Evidently, employers need to do more to tap into this
talent pool. All too often, women are overlooked for potential international assignments
due to the false assumption that they are less interested in them or unable to move
because of their husband’s career (Insch et al., 2008). When organizations do expatriate
women, they appear to be insufficiently equipped to show the understanding and support
required from female expatriates (Shortland, 2020).

Traditionally, MNCs have approached international mobility as a practical issue to be
solved. First, convince the candidate to go, then resolve a series of practical problems rela-
ted to the relocation, such as housing, work permits, schooling for any children, and insur-
ance. Missing, yet often cited as the most important requirement for these new demo-
graphics of international staff, is care that is oriented toward psychological rather than
practical support. Studies that have found that these separate demographics all consis-
tently agree that employers don’t offer adequate care (Altman & Baruch, 2012; Vander-



broeck & Aasted Skov-Hansen, 2020; Shortland, 2020). This can hinder MNCs in their aim
to tap into this talent pool for internationally mobile staff. It also risks the success of an
international assignment.

@ﬁl; SUMMARY
Multinational corporations typically apply four different strategies to
international workforce planning: ethnocentric, polycentric, geocentric,
and regiocentric. In practice, organizations tend to mix aspects of these
strategies or adopt different strategies over time in different parts of the
world.

In terms of business objectives, employees are sent on international
assignments to represent the organization or solve a problem. Expatria-
tion can also serve personal objectives, such as career development or
gaining different experiences. Both types of assignment can take place
across longer (three to five years) or shorter (up to two years) periods.

Selecting the right candidate is crucial when it comes to ensuring the
success of an international assignment, which is costly both in terms of
money and its impact on the employee and their dependents. Along
with technical expertise and a strong performance record, candidates
must demonstrate personal skills that will enable them to integrate well
in the new environment.

Expatriate roles are complex. They can present challenges both to the
expatriate and to their family. International human resources manage-
ment (IHRM) needs to account for factors that can lead to the failure or
early termination of the posting and adopt a proactive approach to
counter them. This includes considering the needs of the expanding tal-
ent pool. With growing numbers of self-movers, women, and dual-career
couples in the global workforce, the range of potential candidates is
more diverse than ever.

IHRM needs to offer support in line with the expectations of expatriates,
e.g., in terms of career development, to give every international assign-
ment the best possible chance of ending in success. Employees will be
more motivated to move abroad if IHRM responds to the various needs
of the increasingly diverse candidate pool.



INTERNATIONAL MISSIONS AND HOST
COUNTRIES

STUDY GOALS

On completion of this unit, you will be able to ...

- explain how international human resources management (IHRM) is influenced by the
environments in which a multinational corporation (MNC) operates.

- describe the effects the host country can have on MNCs and how these can have an
impact, notably on employee compensation.

- discuss the role IHRM plays in cross-border mergers and acquisitions.

- specify how IHRM can contribute to the successful integration of two organizations
brought together by a merger or acquisition.



Works council

A works council repre-
sents employees within a
company. The members
of these councils are
democratically elected by
employees. Depending on
the country, they have a

say in collective and/or

individual employment
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matters.

5. INTERNATIONAL MISSIONS AND HOST
COUNTRIES

Case Study

Peters, a multinational electronics firm based in the Netherlands, acquired a research
facility from another company. This facility is in Germany and specializes in sound tech-
nology. Peters invests heavily in its human resources (HR) practices and has employees
deployed around the globe. The company believes that its sophisticated processes and
systems to evaluate and develop staff contribute to its competitive edge. Anneke, a talen-
ted HR manager, was sent on an international assignment from the Netherlands to Ger-
many to integrate the new division, Peters Research GmbH, into the wider organization.
Anneke welcomed the opportunity. Not only did it come with a promotion, but she also
knew that, if successful, it would help her further her career in HR at Peters.

Anneke became the new HR manager of Peters Research GmbH and was tasked with intro-
ducing Peters’ policies. She started by implementing the company’s performance evalua-
tion process, which was new to the organization in Germany. This was promptly brought
to a halt by the local works council, who informed her that according to German law, she
would first need to obtain permission from the works council before introducing any eval-
uation processes. The works council, afraid that the new policies would be used to lay off
staff based on social criteria rather than performance, refused to give the go-ahead.
Anneke was unable to get the works council on her side. She then decided to call her for-
mer boss in the Netherlands. He put Anneke in touch with Jan, a senior figure in the union.
Jan was the union representative who usually conducted negotiations with Peters on
behalf of the union for its operations in the Netherlands. Jan was happy to travel to Ger-
many and discuss the union’s experience of working with Peters with the works council.
He informed the works council that the union had always maintained a positive, mutually
beneficial relationship with Peters. Once they were equipped with more knowledge about
the working culture at Peters and how the German employees stood to benefit from the
opportunities offered by the firm, the works council agreed to accept Peters’ global evalu-
ation process.

5.1 Variance in Environmental Variables

Globalization has forced multinational corporations (MNCs) to compete at a global level.
At the same time, they need to adapt to the local circumstances of the countries in which
they operate. If they succeed, MNCs can combine global efficiency with local responsive-
ness and promote worldwide learning among employees. Sharing best practices across
borders can give an organization a competitive edge (Brewster et al., 2018; Festing &
Eidems, 2011).



The same applies to human resources management (HRM), which needs to strike a bal-
ance between global standardization to obtain consistency across the organization and
local adaptation for successful operations within local boundaries. In MNCs, international
human resources management (IHRM) typically combines globally standardized HR poli-
cies and guidelines with local adaptations (Brewster et al., 2018; Festing & Eidems, 2011).

The balance between globally standardized and locally adapted IHRM activities and poli-
cies often depends on the institutional and cultural boundaries in the host-country envi-
ronments. This applies, in particular, when it comes to compensation strategies—for
example, pay for performance versus pay for loyalty—which vary widely from country to
country and are strongly influenced by the local culture. Standardizing compensation
across countries is one of the toughest obstacles faced by IHRM (Brewster et al., 2018;
Laws et al., 2008).

A particularly complex issue often encountered by conventional expatriates (employees
temporarily assigned from the parent company to a local subsidiary in another country)
concerns which country has jurisdiction when either party wants to terminate the con-
tract: the home or host country? Expatriates generally conclude a permanent employment
contract in their home country and a temporary contract in their host country. Courts have
taken various approaches to these scenarios in different countries and a standardized
process remains to be established (Brewster et al., 2018; Laws et al., 2008).

The legal complexity surrounding expatriation can prove scularly challenging when it
comes to layoffs, as we will now explore with a fictional tudy. British Plastics deci-
ded to move its production of bottles from the UK to the USA to reduce costs and move
closer to its primary market. David was assigned to oversee the establishment of the new
plant in Texas. After four years of planning, production was up and running. David was
invited to stay in the USA as a local employee at the end of his expatriation contract. How-
ever, David and his family wanted to return to the UK. This was an issue as British Plastics
didn’t have a suitable position for him there. Although David had an employment contract
in the UK, he was also covered by local legislation through his US contract. The Global HR
Director decided that it would be best to avoid confusion in the event the David opted to
take his case to court, so David was first repatriated to the UK according to his contract as
an expatriate and reemployed on his UK contract. Soon after his arrival, David’s UK con-
tract was terminated and he was given the standard layoff compensation, including an
outplacement service to find a new job in the UK.

Organizations often struggle to get subsidiaries to adopt global practices when they are
subject to local labor market regulations. Unions, employment protection laws, and prac-
tices that heavily tax bonuses can stop ideas from the parent company in their tracks. The
more liberal an economy, the easier it is to adapt to external practices (Brewster et al.,,
2018; Festing & Tekieli, 2018; 2021).

Cooperation and communication throughout the entire organization are required to strike
the right balance (Evans et al., 2011). Often, the balance between standardization and
localization is struck at different levels. Managers and professionals with cross-border
responsibilities are usually covered by standardized global policies, whereas lower-level
employees are dealt with at a local level (Festing & Eidems, 2011).
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Technology has connected people around the globe. Online platforms, email communica-
tions, and video calls have made it possible for people to cooperate and learn on a global
scale, regardless of their location or time zone. In a similar vein, it has allowed organiza-
tions to implement global best practices and adopt company-wide processes (Festing &
Eidems, 2011). Technology is also increasingly used to standardize performance manage-
ment within MNCs. Organizations can now use similar processes, information technology
(IT) systems, and criteria to evaluate, develop, and motivate staff at the same level around
the globe (Brewster et al., 2018).

5.2 Host Country Effects for Multinational
Corporations

One of the key tasks of HRM is to reward employees through bonuses or other incentives.
Line managers tend to keep a close eye on employee rewards due to the costs involved
and their ability to attract, motivate, and retain talent. Accordingly, it is important to look
at this aspect of IHRM when exploring the impact of host country cultures on MNCs.

As a rule, MNCs favor aligning compensation and benefit policies across countries in order
to motivate employees to implement their strategies on a global scale. Harmonization can
also foster a global organizational culture. For instance, certain organizations offer longer
parental leave than the local legislative norms to promote gender diversity. Certain MNCs
may attribute their competitive edge to their human resource management systems and
consequently make it their goal to implement uniform policies across all their locations.
At the same time, unique, country-specific conditions need to be accounted for. By offer-
ing different salaries in different countries, organizations can respond flexibly to the indi-
vidual local conditions, learn from subsidiaries, and respect the cultural and legal norms
of the host country (Festing & Tekieli, 2018; 2021). The following table illustrates the ten-
sion between global harmonization and local differentiation.



Figure 14: Tension between Harmonization and Localization Regarding Reward Systems
in MNCs

Local host country context

Localization pressure

Harmonization pressure

Organizational context

Source: Paul Vanderbroeck, based on Festing & Tekieli (2021).

Globalization has led to the emergence of a global market for chief executive officers
(CEOs) and other senior executives. Not only are they internationally mobile when it
comes to switching companies, but their pay has now become globalized. The total com-
pensation of senior executives has become largely the same worldwide and is no longer
determined by the local labor market (Festing & Tekieli, 2018; Laws et al., 2008). Within
MNCs, the harmonization of rewards is more prevalent for managerial staff than lower-
level employees. The primary focus here is not on the total monetary value of bonuses,
etc., but rather on the system of reward. For instance, managers are likely to enjoy variable
pay or performance-based pay added to their base salary (Festing & Tekieli, 2021).

Several factors encountered in a host country can increase the pressure towards localiza-
tion. Organizations are not granted complete freedom when it comes to designing their
reward system. Instead, they are governed by local regulations on matters, such as mini-
mum wage, number of vacation days, equal pay, and non-discrimination. Unions and
works councils can also work to prevent the harmonization of reward practices. Organiza-
tions need to tailor their reward system in the local environment to meet the competitive
circumstances within their industry and on the labor market in general. Finally, rewards
need to fit the local culture to effectively motivate staff. For example, cultures that value
individualism tend to prefer performance-based bonuses, whereas hierarchical cultures
may opt for bonuses determined by an employee’s status in the organization over per-
formance (Festing & Tekieli, 2021).

Host country factors can be decisive when it comes to establishing the legal framework for
international assignments. Expatriate compensation falls under the responsibility of
IHRM. For example, what pay should a home country national working in a host country
receive in comparison to a host country national working at the MNC’s headquarters?
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Balance sheet approach
The balance sheet
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expatriate receives the
amount of compensation
required to maintain the
same standard of living as
in their home country.
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Should home country nationals sent abroad receive the same treatment as their local host
country colleagues, or their colleagues from their home country? The same considerations
apply to third-country nationals (Dowling et al., 2017; Laws et al., 2008).

Traditionally, MNCs have adopted a balance sheet approach to expatriate compensation.
Following this approach, expatriates receive comparable compensation to same-level
counterparts in their home country. Accordingly, their salary is based on their home coun-
try salary, resulting in a net-to-net comparison, i.e., the balance sheet approach. In prac-
tice, this means that expatriates maintain the level of purchasing power afforded to them
by their home country salary, regardless of whether the local salary is higher or lower. In
addition, assuming the expatriate will be repatriated to their home country, contributions
to the pension system and other social insurances will be maintained in their home coun-
try. The balance sheet approach entails complex calculations, which often require special-
ist support. Therefore, this approach can be expensive for employers, since achieving the
same net salary and equal purchasing power often requires additional tax payments and
allowances for living costs (Dowling et al., 2017; Evans et al., 2011; Laws et al., 2008).

Figure 15: Expatriate Compensation (Balance Sheet Approach): Moving to a Country
witha Higher Cost of Living

Income tax and
social security

Housing allowance
and school fees

Income tax and Housing

social security TG
VI

Housing adjustment

Total gross salary

Goods and services Goods and services

Total gross salary
JL

Total cost to employer Total cost to employer
in home country in host country

Source: Paul Vanderbroeck (2021).

The illustration above demonstrates the balance sheet approach for expatriation to a host
country with a higher cost of living. The graph illustrates the costs the organization incurs
when the employee works in their home country and when they move to the host country.
Because of the higher cost of living in the host country, the organization provides a cost-
of-living allowance to ensure the employee maintains the same purchasing power they
enjoyed in their home country. The search for temporary housing can also be a costly
endeavor for expatriates. To account for this, the organization has granted a housing
allowance to guarantee the same standard of living. If an expatriate has children, employ-
ers will often foot the bill for their children to attend an international school. The resulting



higher overall income often leads to higher income tax. In order to ensure the employee
receives the target net income in the host country, the employer may be required to pay
the difference. Social security contributions remain the same while the expatriate is pos-
ted abroad as they are not immediately affected by the move. For example, pensions will
be paid to the expatriate in their home country once they retire. For more information on
the balance sheet approach, see the literature by Dowling et al. (2017), Evans et al. (2011),
and Laws et al. (2008).

In response to the diversification of international assignments and the global workforce,
organizations have accordingly diversified their compensation policies (Evans et al., 2011).
Organizations have also tried to find ways to reduce the cost of international assignments
(Dowling et al., 2017; Laws et al., 2008). Self-movers typically receive similar compensa-
tion to local staff, often with certain financial incentives to help them integrate into their
new country (Evans et al., 2011; Dowling et al., 2017). In the case of staff who permanently
move around as part of the international cadre, it makes little sense to maintain strong
ties to a home country they may or may not return to one day (Dowling et al., 2017; Laws
etal., 2008).

Let us consider another fictiona@ase study. Universal Motor Company (UMC) took an
innovative approach to the compensation of its permanently mobile employees. UMC
manufactures and sells cars at many locations all over the world. Each country in which
UMC operates has its own legal and tax framework and customer requirements, which
require a dedicated local sales division. In a high-volume market, such as Europe, this
leads to a myriad of UMC sales divisions across the continent. At the same time, cross-bor-
der cooperation and standardization can help the company to achieve economies of scale
in the supply of spare parts or to invest in marketing. UMC’s strategy is to create a consis-
tent brand image across all markets. To achieve this objective, UMC decided to scour the
globe for new recruits. Each year, the company hires a select number of Master of Business
Administration graduates from different schools. These graduates are then funneled into
key roles, such as sales, marketing, finance, supply chain, and strategy, with the intention
of rotating these employees between locations and countries. Each time they transfer to a
new location, they bring innovation and standardization to the various divisions. This
recruitment method has enabled UMC to establish an international cadre of talented indi-
viduals hired by the parent company rather than by local subsidiaries. UMC also has tradi-
tional expatriates, i.e., employees hired in one country, often the global or regional head-
quarters, who are sent abroad for one or more assignments. However, these individuals
generally return to their home country, where they spend the majority of their career.
Their salaries are governed by an expatriate compensation policy based on the remunera-
tion package they receive in their home country.

The new international cadres, who should be considered third-country nationals (TCNs),
are not tied to one home country, but constantly move between countries. They are hired
by a regional headquarters and their career is managed from there, but some may never
work there. As a result, UMC decided to develop a different compensation policy for this
group of employees. After some research, the company determined that the salaries and
home countries of these employees would be dictated by Swiss norms, i.e., Switzerland
would be their official home country. Switzerland offers a number of advantages to
employers. Its labor law is flexible, which makes it comparatively easy to terminate a con-
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Merger

A merger occurs when
two companies are
merged into one, usually
through the integration of
shares of the two entities
into a new company. The
employees of the two
original companies are
then employed by the
new company.
Acquisition

During an acquisition,
one company subsumes
another company by buy-
ing its shares and assets.
The employees of the
acquired company are
henceforth employed by
the acquiring company.
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tract if needed. Salaries may be higher, but social security contributions are lower than in
many other countries. Overall employment costs are therefore reasonable. Employees can
also benefit from a Swiss-based salary by being paid in a stable currency. With relatively
high compensation, an employee living on a Swiss salary can enjoy a higher standard of
living than their local counterparts. Likewise, the employer is only required to grant cost-
of-living allowances in a handful of scenarios. On balance, this makes these internationals
cheaper and easier to employ than traditional expatriates who require complex adjust-
ments. In addition, these attractive conditions help UMC to more reliably retain these
highly valuable employees.

5.3 HRMin Cross-Border Mergers and
Acquisitions

Home country and host country factors play a key role when a company decides to expand
abroad through mergers or acquisitions. Global mergers and acquisitions involve the
integration of two workforces previously hired by different companies. IHRM is tasked with
ensuring integration goes to plan and that the new, bigger company is productive and suc-
cessful. The degree of support and resistance toward integration exhibited by the employ-
ees can determine the success or failure of the merger or acquisition in business terms
(Dowling et al., 2017).

Globalization has led to a surge in cross-border mergers and acquisitions. Organizations
have discovered that it is often quicker or easier to enter a new market by partnering with
or buying an entity that is already active in the respective market than setting up a new
subsidiary. Sometimes, a company is simply acquired by a parent company abroad and
left to manage its own operations. In this case, minimal integration is required. However,
in other cases, cross-border cooperation and integration first need to overcome the obsta-
cles faced by the strong affiliation of the host country workers to their national, institu-
tional, and cultural contexts (Dowling et al., 2017).

We will now explore how IHRM can help facilitate integration. Ideally, HR needs to be
involved early in the process. The earlier HR is involved, the more likely the merger or
acquisition is to succeed. Accordingly, HR should be involved in all four phases of the
merger and acquisition process: pre-merger or acquisition, due diligence, integration
planning, and implementation and assessment (Dowling et al., 2017).

Pre-Merger or Acquisition Phase

This phase entails gathering as much information as possible about the other company
prior to visiting or speaking to employees from that company. It can help HR to determine
the key questions to ask once they receive access to data on the other company. It also
enables HR to prepare for the subsequent phases. For instance, armed with this informa-
tion, they can select the employees to be involved in the later phases and start contem-
plating the potential impact of the merger or acquisition on their own company.



Due Diligence Phase

In this phase, the buyer receives access to data from the company being acquired or, in the
case of a merger, both companies are granted access to data on each company. This
allows HR to gain insights into the company’s workforce numbers and costs, along with its
HR practices and policies. During this phase, it is crucial that HR determines the costs
required and opportunities presented by the integration process. HR also needs to assess
which cultural obstacles need to be overcome to make the process a success.

Integration Planning Phase

In this phase, HR plans what needs to be done to bring the two organizations together.
This generally involves strategic change and communication plans. The planning of reor-
ganization and restructuring measures plays a key role in this phase. New positions may
be created, whereas other jobs may be merged, making some employees redundant. As
this process can create a climate of insecurity among employees, HR needs to establish a
way to retain key talent from both organizations. This phase also entails planning for the
future alignment of HR practices.

Implementation and Assessment Phase

In this phase, the plans are put into practice. HR implements the elements of the merger
or acquisition that fall under its responsibility with a series of new policies. The progress
of the different policies needs to be constantly monitored and management must be kept
informed of any delays or areas where change is required. HR must also support and
advise line managers on employee-related issues while they implement their part of the
merger or acquisition. Integration can often be eased by posting staff from one company
to the other.

5.4 Integration

IHRM is tasked with ensuring that two organizations successfully integrate following a
merger or acquisition. This task covers several key aspects, including communication,
involvement, training and development, retention of knowledge and talent, and culture
(Barth, 2020).

Communication lets employees know what is happening and where the organization is
headed (Barth, 2020; Dowling et al., 2017). Honest, positive messages give employees faith
in the new organization, particularly if the acquisition or merger is followed by downsizing
(Pucik et al., 2015). Regular and targeted communication makes employees feel more
involved and encourages them to support the new situation. It allows them to feel they
have received fair treatment. Where possible, employees from both companies should be
offered the opportunity to get to know their new colleagues, be it through meetings or in
the company newsletter (Barth, 2020; Vasilaki et al., 2016).
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Involving employees in the transition period can give them a sense of purpose and make
them feel valued. It fosters a sense of ownership for the new organization and culture. It
can also promote trust and engagement. HR has the power to encourage involvement by
bringing together people from the different organizations to work on solutions for
improvement, involving employees in decision-making processes, and listening to what
they have to say (Barth, 2020; Vasilaki et al., 2016).

Training and development are useful HR tools when it comes to promoting post-merger or
acquisition integration. Employees often need to adopt new and different ways or work-
ing, along with the values and the behaviors that define the new organizational culture. By
embracing the new situation, employees will be better equipped to deal with the transi-
tion that forms part of the integration process. Likewise, employees will need to learn how
to cooperate effectively with their new colleagues who come from a different culture.
Investing in training and development can allow an organization to benefit from the posi-
tive effects of the merger or acquisition at an earlier stage (Barth, 2020; Vasilaki et al.,
2016).

Following a merger or acquisition, it is crucial that key talent is retained at all levels to
ensure continuity and prevent the loss of knowledge and client relationships. Organiza-
tions can hold onto these valuable resources by ensuring senior management maintains a
dialog with the relevant employees by aligning their prospects in the company with their
talents and goals or offering retention bonuses. Beyond simply retaining resources, HR
can also add considerable value to the new venture by overseeing the transfer of knowl-
edge between the organizations, which is often cited as one of the most important bene-
fits of a merger or acquisition. Fostering collaboration in teams that include employees
from both original organizations provides an effective way to ensure these vital knowledge
transfers. As a rule, a systematic approach to integration with clearly defined roles and
responsibilities significantly increases the likelihood that integration will succeed. With
that in mind, HR is also responsible for checking that the additional work required due to
the integration for managers and other employees doesn’t result in work overload or
unsustainable stress (Barth, 2020; Pucik et al., 2015; Vasilaki et al., 2016).

HR needs to assist the leadership of the new company in establishing the future culture of
the organization. Should a new culture be introduced, or is the acquired company expec-
ted to adopt the culture of the parent company? Crucially, the workforce must be kept
informed. As this section focuses on cross-border mergers and acquisitions, it is important
to explore the additional level of complexity and obstacles posed by different cultures
when it comes to creating a new corporate culture (Barth, 2020; Pucik et al., 2015). One
key decision is the choice of corporate language. Does the organization opt for the lan-
guage used at the MNC’s headquarters, or does it choose a third-country language, like
English? This choice impacts communications within the company and may also imply
where corporate places importance in the organization (Brewster et al., 2018).

The following fictional case study looks at several aspects of integration through HR poli-
cies. The French Machine Tool Company acquired its main competitor, the Italian Machine
Tool Company. A new company was formed, the Franco-Italian Machine Tool Company.
The two original companies were around the same size and had been fierce competitors



for many years in several markets across the globe. There were major differences in the
cultures of the two organizations: one was primarily technology-oriented, whereas the
other focused more on the commercial side.

From the start, it was clear that merging the two companies would be a challenge. They
would now need to join forces and work together without continuing their previously
competitive relationship. The new HR director decided to introduce a leadership work-
shop, which was held for a week-long period once or twice each year. It brought together
senior leaders and promising employees from different roles and locations all over the
world. The workshop included internal and external speakers. Over the course of the
week, the participants worked in small groups to address topics relevant to the future
strategy of the new company. Both original companies were equally represented at the
event. In addition, each iteration of the workshop was hosted at a different location.
These locations were always close to one of the company’s factories, which allowed par-
ticipants to visit them. The workshops concluded with a discussion and a dinner with the
chief executive officer (CEO). Over the years, these events made a significant contribution
to bringing the two former competitors together to form a united workforce. People bon-
ded and formed relationships. Importantly, they recognized the need for the merger and
that they would have a better future together than apart.

E‘ﬁl; SUMMARY

International human resources management (IHRM) helps multinational
corporations (MNCs) to compete at a global level, while they simultane-
ously adapt the organization to the local circumstances of the countries
in which it operates. IHRM is tasked with striking the balance between
global standardization to obtain consistency across the organization and
local differentiation to operate within local boundaries. These local
boundaries are cultural, legal, institutional, and economic in nature.

Norms in the host country have a strong impact on compensation and
benefits, which are difficult to harmonize across borders. As a result,
expatriate compensation is typically an arduous and costly affair. MNCs
tend to favor the balance sheet approach to account for factors in both
the home and host country when it comes to expatriate compensation.

When organizations expand by merging with or acquiring another com-
pany, IHRM is tasked with integrating two organizations and two work-
forces. Ideally, HR should be involved in all four phases of the merger or
acquisition process. The integration phase is crucial and requires partic-
ular support from the HR department. Communication, involvement,
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training and development, the retention of knowledge and talent, and
cultural integration play major roles in the success of an integration
phase.



THE DEVELOPMENT OF INTERNATIONAL
MANAGERS

STUDY GOALS

On completion of this unit, you will be able to ...

- discuss the importance of the development of international managers and the respon-
sibilities of international human resources management in this regard.

- explain key methods for international personnel development.

- list the ways in which expatriates can receive support before, during, and after an inter-
national assignment.

- discuss how employers should handle repatriation to ensure the overall success of an
international assignment for both the employee and employer.



Personnel development
The process through
which an employee
acquires the competen-
cies required for a future
job is known as personnel
development.
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6. THE DEVELOPMENT OF INTERNATIONAL
MANAGERS

Case Study

NewPharma is a global life sciences company. As a pharmaceutical company, it relies on
innovation and engages in complex manufacturing and distribution processes. Moreover,
its global operations need to adhere to the various regulatory frameworks of the markets
it operates in. As a result, NewPharma employs a high number of knowledge workers, who
are individuals with a higher education and use their knowledge and expertise to manage
complex processes and systems. At the same time, cooperation among the company’s
global operations and various departments, including research, manufacturing, logistics,
and marketing, is crucial. In order to develop its talent and foster cross-functional and
international cooperation, NewPharma set up a training center at Boston Manor, a former
nineteenth century estate with several buildings surrounded by woodlands in the North-
eastern United States.

NewPharma sends its managers and professionals from around the world to Boston
Manor to attend one- to two-week training programs. The participants learn about leader-
ship and other topics, while the grounds of Boston Manor are used for team building activ-
ities. Senior leaders regularly visit Boston Manor to share their knowledge and have infor-
mal discussions with the participants. Sometimes, participants engage in action learning
where they are consulted on real strategic challenges NewPharma faces. The outcomes of
their discussions are then shared with the organization’s leaders. Great care is taken to
ensure that there is ample opportunity for the participants to meet and network in a
relaxed atmosphere. Boston Manor has built an excellent reputation within NewPharma.
Staff from all over the world are eager to receive an invitation to participate in one of the
programs. Many ideas and successful strategic initiatives have come out of Boston Manor.
It has also created a strong sense of loyalty and motivation among NewPharma’s promis-
ing staff and managers.

6.1 Personnel Developmentinan
International Context

Personnel development is a core competence of any human resources (HR) department
and is increasingly complex in an international setting. While training refers to learning to
do the job you currently do, the term development usually entails preparing for a future
role (Dowling et al., 2017). In order to be good at their job, an employee needs to acquire a
set of competencies. These competencies can be specific to their role (e.g., manager, con-
troller, or purchaser) or the technology or service that is unique to the organization (e.g.,
software engineering, peacekeeping, or financial investments). Once an organization
becomes active in several countries, staff development also involves learning to apply



these competencies in different contexts, or with individuals from a different culture. This  competency

may require additional competencies, such as intercultural management or language The combination of
knowledge, skills, and

training. behaviors required to per-
form a specific task well is

Successful personnel development ensures that staff are able to do their jobs and increa- ~ called competency.

ses motivation. An organization that develops the careers of its staff tends to create loyal

employees (Bonneton et al., 2019). Moreover, the careers of both company-assigned expa-

triates and self-movers benefit from the experience, network, and competencies they will

gain from working abroad (Dickmann et al., 2018).

Multinational corporations (MNCs) employ several methods to develop staff. In certain

cases, they have their own learning centers or corporate universities where staff from all  corporate university
over the world gather to attend learning programs. International assignments are fre-  Acorporate university is
quently used to develop staff in MNCs. They have the twofold benefit of developing the f:r}Z-rh;:izg:r':;nngdcsg_
employee through international experience and instructing the expatriate to develop staff ~ fessionals of an MNC. It
in the host country (Dowling et al., 2017). \Cliar';uk;el.eithem"'gte or
Before embarking on an expatriate assignment, an employee will generally receive inter-

cultural, language, or other forms of training to prepare them for their new position

abroad. Often their spouse and children will be involved in this training to increase the

likelihood of the assignment being a success for the expatriate and their accompanying

family. Intercultural training aims to explore the differences between the cultures of the

home and host countries and seeks to clarify the amount of interaction with the local

workforce required to fulfill the expatriate’s role in the new location (Dowling et al., 2017).

Coaching has recently become an additional, effective method of developing individual

employees. It has proven particularly valuable for employees posted internationally, since

it helps them to adapt and become more effective in their particular contexts (Eidems &

Hontzsch, 2021). Development through international assignments helps individuals fur-

ther their careers by giving them the experience, network, and competencies they require

to take on more senior roles at an MNC. It also creates a pool of talented and experienced

managers and professionals that an MNC can select from to fill roles to run the organiza-

tion across borders (Dowling et al., 2017).

International assignments help organizations grow. They facilitate the sharing of technol-
ogy, knowledge, and learning across an organization. In this way, they can promote an
organizational culture. Expatriates help the business to grow and benefit from opportuni-
ties. By expatriating home country nationals to work alongside parent country nationals
(PCNs), international assignments allow organizations to build a global talent pool of indi-
viduals that have gained experience within the MNC on a global scale, rather than solely
within their respective home country organization (Dowling et al., 2017).

International assignments and global staff mobility offer a way to match demand with
supply (Dowling et al., 2017). In some countries, the demand for staff with certain compe-
tencies (e.g., technical or financial) can outstrip supply due to demographic shifts or a lack
of graduates. At the same time, other countries may have too many qualified workers
looking for career opportunities (Brewster et al., 2018; Vanderbroeck, 1992).
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Employability

An individual’s ability to
get ajob is their employa-
bility. It often relates to
individual competencies
matching the demand on
the labor market.

76

Globalization has led to an increasingly diverse and internationally mobile workforce
(McNulty & Vance, 2017). In addition to traditional company-assigned expatriates, compa-
nies now employ individuals who have initiated their own cross-border relocation or have
been directly hired from a third country. In a bid to capitalize on global postings with a
more cost-effective approach, MNCs have also introduced short-term assignments to ach-
ieve the same objectives without the need to relocate an entire family (Baruch et al.,
2016). Over the course of their career, some individuals alternate between participating in
company-assigned expatriations and proactively seeking opportunities by moving abroad
at their own volition (McNulty, 2014). In order to facilitate these various approaches to
global mobility, staff development requires an equally diversified approach. However, the
solution doesn’t necessarily lie in different development methods. Instead, the HR manag-
ers who handle international mobility need to become talent managers who take a holis-
tic approach toward international development (McNulty & Vance, 2017).

Over time, the relations between employer and employee have diminished in strength.
Employers are no longer able to guarantee long-term employment and employees feel
more empowered to develop their own career with different employers. MNCs are increas-
ingly struggling to see a return on their investments in staff development, as employees
may have already jumped ship by the time they reach the planned competency level. At
the same time, development has also become a key way to retain staff. Paradoxically,
mobile employees may want to stay longer with an employer who improves their employ-
ability by investing in staff development (McNulty, 2014).

6.2 Preparation, Support, and
Reintegration of Expatriates

Employers often invest in preparing the expatriate and their family for the move to their
new host country to ensure the assignment is a success. This particularly applies to com-
pany-assigned expatriations. Preparation activities include cultural awareness training,
visits to the new location, language training, and security briefings.

Cultural Awareness

Often in the form of training, cultural awareness programs aim to help future expatriates
gain an understanding of the foreign culture and its differences to their home culture.
These programs are typically based around adopting behaviors that facilitate communica-
tion and integration in the new country and, importantly, enable the expatriate to avoid
misunderstandings or conflicts with the inhabitants of their host country (Dowling et al.,
2017).

Visits
When given the opportunity to visit their new location before moving, the expatriate, often

accompanied by their spouse, may find it easier to adjust to their new environment. Visits
allow them to familiarize themselves with the new country and their future professional



and home environments. They also typically entail house hunting and visits to potential
schools for their children, if applicable. Visits may ultimately end in the employee declin-
ing the assignment. However, in light of the costs, this outcome would be preferable to a
failed assignment (Dowling et al., 2017).

Language Training

Language training helps expatriates learn the language of the host country or English. As a
result, the expatriate will share a common language with their new colleagues and be able
to create social relationships with other expatriates in the location. Expatriates posted to
MNC headquarters where a different corporate language than, for example, English is spo-
ken, may find it beneficial to learn the language of the MNC’s home country. Furthermore,
this has the added benefit of integrating the expatriate into the organization as a whole
and can facilitate networking (Dowling et al., 2017).

Security Briefings

If relevant, expatriates and their families are made aware of the potential dangers and
threats in the future location and how to manage these risks. They may be related to fac-
tors such as the political situation in the country, terrorist threats, crime, health risks, dan-
gerous driving, or a high likelihood of national disasters. In certain cases, expatriates will
receive extra pay to compensate for the risks incurred (Dowling et al., 2017).

The support granted to expatriates (including self-movers) upon arrival can take various
forms. Beyond financial support, the amount of support given often depends on the chal-
lenges of the local environment and its differences relative to the employee’s home coun-
try. It starts with physically moving the expatriate, their family, and their possessions to
the new location. Upon arrival, expatriates then receive assistance with finding housing,
schooling (for example, an international school), medical services, transportation, apply-
ing for work and residence permits, and similar tasks. During the posting, additional sup-
port is provided with regard to filing tax returns, which is often required in both the home
and host country. In high-risk countries, employers may be required to provide special
housing, guards, a car with a driver, and private health care (Dowling et al., 2017).

It is particularly important that adequate support is provided throughout a posting in the
case of company-assigned expatriations. Expatriates who feel insufficiently supported in
their career development by their employer may opt to leave the company upon their
repatriation (McNulty & Vance, 2017).

When an expatriate returns home, a number of changes will have occurred (Dowling et al.,
2017). First, the expatriate and their family will have undergone personal and professional
development. They may have integrated well in their host country and may be surprised
to discover how much readjusting is required once they return home. In their home coun-
try and organization, they will find that certain things and people have also changed (Bar-
uch et al., 2016). Expatriates are visible in the organization and other employees tend to
track their success. If the employer treats them particularly well with things like a promo-

Repatriation

Relocating an expatriate
and their family back to
their home country is
called repatriation. This
includes providing a new
job in the home country.
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tion upon repatriation, others may be more inclined to accept an international assign-
ment. Repatriation does not have to signify the end of an international career. It can also
be a stepping stone to an employee’s next career move abroad (McNulty & Vance, 2017).

Nevertheless, repatriation remains an obstacle for MNCs. It can often be difficult to find a
new position for the employee following their posting that recognizes and uses the new
skills gained during their time abroad. Nowadays, unless they work for a government,
expatriates aren’t guaranteed a job on return. Sometimes there is simply no job available
when they come back. As a result, repatriates generally experience a higher turnover rate
than local employees, which constitutes an additional cost to assignments (Dowling et al.,
2017).

All too often, MNCs view expatriation and repatriation through a short-term lens as sepa-
rate stages. This can become particularly apparent when a (potential) expatriate is part of
a dual-career couple. Their partner’s career is one of the most common reasons expatri-
ates in dual-career couples reject international assignments or leave the company at the
end of their posting abroad. At best, employers may offer the expatriate’s partner some
support in finding employment in their new country. However, this practical approach
fails to adequately meet the requirements of both partners. International career couples
would benefit more from a thought and planning process that offers a long-term perspec-
tive. This would allow the couple to determine what can best help them achieve their goal
of combining two careers with international mobility. Once this has been established, the
employer will receive clarity on how it can help the couple put their individual solution in
place (Vanderbroeck & Aasted Skov-Hansen, 2020). The solution lies in a fusion of psycho-
logical and practical support. When it comes to international career couples, investing in
long-term perspectives fosters mobility.

Successful repatriation starts early and consists of three stages:

1. Before moving abroad, the future expatriate is assigned sponsors and mentors with
whom to touch base throughout their assignment in order to monitor their career
development and keep them updated with developments at the home office. Web-
sites and newsletters offer effective methods of communication to prevent the expa-
triate from losing touch with their home office (Dowling et al., 2017).

2. During the assignment, employers offer paid leave to allow the expatriate and their
family to visit their professional and social networks back home on an annual basis.
These visits enable the expatriate to maintain a presence and receive updates on their
potential career opportunities after repatriation (Dowling et al., 2017).

3. Closer to the date of repatriation, expatriates will often require similar assistance to
the kind they received when moving to the host country. They may need help finding
a new job, housing, schooling, and assistance moving personal belongings back to



their home country. This assistance can be even more crucial if the expatriate does
not have a home to return to or are repatriating to a different region in their home
country than where they used to work (Dowling et al., 2017).

@ﬁl; SUMMARY

Successful personnel development not only ensures staff are able to do
their jobs, but it also has a positive effect on motivation and their sense
of belonging. Developing staff through international assignments helps
employees progress their career by providing them with the experience,
network, and competencies required to enter more senior roles within a
multinational corporation (MNC). In this regard, globalization has led to
the creation of a more diverse and internationally mobile workforce.

In order to ensure an international assignment is a success, employers
often invest in preparing the future expatriate and their family for their
new lives abroad. These preparation activities include cultural aware-
ness training, visits to the new location, language training, and security
briefings. A repatriation consists of three stages: staying in touch with
the home organization, regular paid return trips to the employee’s home
country, and assistance with finding a new position upon repatriation.



UNIT 7
APPLICATION IN SAMPLE MARKETS

STUDY GOALS

On completion of this unit, you will be able to ...

describe how contexts and circumstances relevant to human resources management
(HRM) vary or converge in different countries and regions around the world.

explain what this entails for processes and practices related to HRM.

outline how HRM has developed differently in various countries, depending on histori-
cal, cultural, political, and economic circumstances.

discuss the impact of globalization on HRM in different markets.
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7. APPLICATION IN SAMPLE MARKETS

Case Study

awe fictional Jansen Supermarkets has been the leading supermarket chain in Belgium for

the past five years. With no ascertainable further growth opportunities on the domestic
market, Jansen acquired a supermarket chain with a presence in France, the Netherlands,
and Germany. A new holding company, Jansen Retail International, was created in Amster-
dam, allowing the firm to benefit from the attractive tax regulations for multinational
companies. In order to ensure compliance with European Union (EU) regulations, Jansen
was required to establish a European Works Council (EWC). This body offers a platform for
employee representatives from the countries in which the company operates to convene.
The EWC must be kept informed and consulted on the multinational company’s strategy
and cross-border matters.

The various Jansen companies send delegates to the meetings, which take place once or
twice a year, at the invitation of Jansen International’s human resources (HR) director.
While the event offers delegates the ability to meet and discuss company matters with col-
leagues from different countries, communicating in English can be a struggle for some.
Given their different interests, it can often be challenging to establish a shared view
towards management. There are clear differences in opinion. The Germans, who have a
tradition of cooperation, may find it easier to build a relationship with the management of
Jansen International, whereas the French, well-versed in tough negotiations that can
sometimes involve strikes, may be more distrustful of the information they receive from
the company.

7.1 Asia: Japan and Taiwan

In the years following World War Il, Japan, Taiwan, and South Korea adopted Western-
style democratic political systems along with free market economies. This signified a clear
departure from the policies adopted by nearby mainland China, North Korea, and Viet-
nam, which became Communist autocracies with planned economies (Brewster et al.,
2018). In the 1980s, both the People’s Republic of China and Vietnam started to open up
their countries to foreign investment and to introduce free market reforms into their
economies.

On the one hand, human resources management (HRM) practices in Japan have been
strongly influenced by traditional practices, values, and philosophies. On the other hand,
these traditional aspects needed to be adapted to rebuild the country, which was left dev-
astated by war. Each year, companies source employees from the pool of new university
graduates, who receive extensive company training. Promotions and salary increases are
regulated. Often, long working hours and loyalty to the company are prioritized over per-
formance (Brewster et al., 2018). Decisions in HR departments are centralized. Wage differ-
entials are low, and lifetime employment is the norm. Unions are organized on a com-
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pany-wide basis and regularly negotiate collective agreements with management.
Relations between employees and their superiors are characterized by egalitarianism. By
contrast, external and temporary workers receive markedly different treatment to their
permanently employed counterparts (Cooke, 2018; Dowling et al., 2017).

These HR practices have made a significant contribution to the economic success of Japa-
nese industry, renowned for its high quality at low prices. Companies in Europe and the
USA have subsequently emulated these practices in order to improve their competitive
positions. However, since the 1990s, the Japanese strategy has struggled to manage the
challenges posed by globalization and the nation’s shrinking population. To offer better
financial returns to their shareholders and improve their competitive edge, Japanese
companies introduced financial incentives for staff, as well as cost-cutting measures, to
the detriment of lifetime employment and employees in non-permanent employment
contracts. As a result, unions are now primarily focused on job security, not salary increa-
ses. Companies are also increasingly trying to capitalize on the growing number of female
and older employees along with introducing measures to improve work-life balance.
Going forward, Japan will need to further adapt to unlock the potential of its younger gen-
erations, who are increasingly less willing to accept the arduously long hours for which
Japanese office culture is renowned, particularly in light of the demise of lifetime employ-
ment (Brewster et al., 2018; Kramar & Parry, 2014).

Confucianism, which places importance on education, the economy, and family, is
strongly embedded in Taiwanese organizational culture (Dowling et al., 2017; Zhu &
Warner, 2019). Loyalty is demanded from employees and employers are expected to look
after the well-being of their employees. Networking plays a major role in finding a job. The
preferred management style is top-down and paternalistic (Brewster et al., 2018). How-
ever, since the start of the century, economic developments have made it increasingly dif-
ficult for Taiwanese companies to uphold their commitment to long-term employment. As
a result, Taiwanese companies have started to introduce Western style human resources
(HR) practices, such as performance evaluations and merit pay (Cooke, 2018; Festing &
Tekieli, 2018).

Despite political differences, the Taiwanese economy has grown increasingly intertwined
with that of mainland China. This has resulted in a mass exodus, with low-paid workers
and mid-level managers looking to mainland China for employment opportunities. In
response, the Taiwanese government has actively encouraged attractive high-tech compa-
nies to generate new jobs on the island. However, the education system simply cannot
catch up with the changing labor market. The candidate pool is unable to offer the compe-
tencies required by tech companies, leading to difficulties in filling vacancies. As a result,
companies have started to dedicate more funds to training and development (Brewster et
al., 2018; Kramar & Parry, 2014).

Historically, the Taiwanese government has actively sought to regulate workers’ pay and
working conditions by introducing legislation that sets the (minimum) standards. The
same applies to social benefits and insurances. At the same time, Taiwanese legislation
limits workers when it comes to actively organizing and getting involved in unions (Brew-
ster et al., 2018).
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Given the historical and cultural ties between the two Chinas, coupled with the increasing
economic cooperation, Taiwanese HRM practices are expected to shape practices on the
mainland to a certain extent in the future (Brewster et al., 2018).

Japan and Taiwan have struggled to integrate women into the workforce, even in light of
the issues posed by their aging populations and diminishing number of new workers
entering the labor market. It should be noted, however, that Taiwan has taken further
steps forward in the political sphere compared to Japan. Women currently hold top posi-
tions in the Taiwanese government, as seen with President Tsai Ing Wen, but the same
cannot be said for Japan (Horton, 2020). Both countries are also strongly reluctant to
absorb foreign workers into the workforce (Brewster et al., 2018).

At the lower end of the salary scale, workers in Japan and Taiwan are facing growing com-
petition from low-wage regions like China and Southeast Asia. However, both economies
have benefited from the opening-up and growth of the Chinese economy. Traditional
practices, such as loyalty in exchange for lifetime employment, are giving way to the more
individualized Western style HRM practices, including a strategic approach to HRM. As a
result, the community-based working culture that has long been key to the success of the
post-war Japanese and Taiwanese economies is falling by the wayside. The key to success
in both countries lies in the diversification of their workforce through the integration of
women and foreign workers, for example. Several hurdles still need to be overcome in this
regard (Brewster et al., 2018; Kramar & Parry, 2014).

7.2 Asia: China and Vietham

After liberation from Japanese occupation during World War I, both China and Vietnam
were engulfed in civil wars in which communist forces ultimately prevailed. During the
1980s, once the Cold War had ended, the two socialist republics started to enjoy more
peaceful relations with their former adversaries abroad. They granted more individual
freedom in their economies and opened their countries to foreign investment. China has
rapidly developed into a global economic powerhouse that rivals the USA and the Euro-
pean Union (EU). In Vietnam, peace came in the mid-1970s. The nation first needed to
rebuild from the destruction caused by the war. As it currently stands, both countries are
yet to complete their full transition from centrally-planned to free-market economies. This
transition has led to a shift from a collectivist to an individualist mentality among the
workforce, particularly among the younger generations (Brewster et al., 2018; Nguyen et
al.,2018).

Before the economic reforms, HRM in China was centralized. All companies were state-
owned. HR ensured lifetime employment, centrally managed wages, and oversaw mana-
gerial appointments, which were determined top-down by the respective ministries. Over
time, increasingly individualized and temporary contracts and benefits have been intro-
duced, along with performance-based pay. Managers have started to adopt leadership
styles aimed at motivating employees while retaining their traditional style of command
and control. The government has shown growing tolerance of organized labor and even
strikes, which were previously forbidden. Unions have been permitted to play bigger roles



in negotiating collective agreements with employers. Certain legislation has also been
passed to improve working conditions. Overall, the aim of the government remains as fos-
tering harmonious relations at work (Brewster et al., 2018; Zhu & Warner, 2019).

China’s younger generation, having grown up in the new, economically open China, lean
toward different management practices that offer more job satisfaction and an improved
work-life balance. Along with older generations, they tend to prefer working for a foreign
company in China with foreign HR practices to working for traditional Chinese firms. Multi-
national corporations (MNCs) are consequently able to attract local talent. At the same
time, China’s younger generation expect rapid promotions and steep career progression.
As a result, they are more difficult to retain (Walk et al., 2013; Zhua & Warner, 2018).

Vietnam underwent a similar development to China in terms of its workforce. The influx of
foreign investors setting up enterprises in Vietnam introduced the need to establish labor
agreements and regulations to govern workers’ pay and working conditions. Vietnam has
also recently embarked on a major public administration reform process. As a result, civil
servants now receive more training. The previous system of basing promotions on senior-
ity and position within the civil service is being replaced by a performance-based system.
As in China, the role of unions in employee relations has become increasingly pivotal
(Brewster et al., 2018; Nguyen et al., 2018).

Foreign MNCs that set up companies in Vietnam and China or partner with local enterpri-
ses through joint ventures typically introduce their HRM practices that are used elsewhere.
Nevertheless, there is no standardized approach. Many different forms of HRM exist and
continue to evolve at record pace because of the rapid economic growth of these coun-
tries. As in developed economies, formal HRM systems are more likely to be adopted by
larger, high-tech, and internationally-oriented companies. Regional differences also play a
key role. Companies located in more developed regions or regions with particular eco-
nomic freedoms are more likely to adopt formal HRM practices (Brewster et al., 2018;
Nguyen et al., 2018; Zhu & Warner, 2019).

7.3 USA E’

HRM in the USA is characterized by the following aspects (Brewster et al., 2018; Dowling et
al., 2017):

« astrategically critical aspect of an organization

« anindividualized approach toward relationships with employees

« sophisticated selection tools

« performance-based compensation

« investments in training and development

« an emphasis on diversity and inclusion

«+ exporting American HRM practices to the international operations of US-based MNCs
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Gender balance

Creating a gender balance
means ensuring that the
number of men and
women at each levelin
the organization is funda-
mentally equal.

Brexit

The departure (exit) of the
United Kingdom from the
EU is called Brexit. This
took place because of a
popular referendum held
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in 2016.

In light of its abundance of lawsuits and indemnity payments, the local context forces HR
in American organizations to dedicate considerable time and resources to ensuring com-
pliance with legal requirements, notably anti-discrimination legislation (Brewster et al.,
2018).

The US economy places a strong emphasis on shareholder value. Companies demand
reports to justify the cost of HRM. Monetary criteria are often used to demonstrate the
effectiveness of HR practices. For example, the cost of recruitment efforts can be com-
pared to the number of targets recruited, or competencies can be assessed in order to cal-
culate the return on investments for training. More recently, other criteria have been
added, such as employee engagement and retention, as these aspects are directly correla-
ted to the productivity of the workforce (Brewster et al., 2018). At present, HRM in the USA
focuses on three particular challenges: the growing freelance economy, gender balance,
and heightened corporate transparancy.

7.4 European Countries J

With its myriad of countries, each with their own unique political and economic systems,
much more diversity can be found in the European region than in a single country like the
USA or China. Still, certain commonalities distinguish European countries from other mar-
kets in the world. In this regard, it is important to make a distinction between Western and
Eastern Europe. Similar to the USA, Western Europe has long enjoyed a free-market econ-
omy. Along with Japan, these countries achieved stability and prosperity in the aftermath
of World War Il. This transitional phase also led to the formation of the European Union.
By contrast, the Eastern European markets, formerly under Soviet influence and rule, only
began to enter the global economy after the fall of the Berlin Wall in 1989. These countries
underwent developments similar to what was seen in China and Vietnam, as they transi-
tioned from state-run economies to open markets with private ownership. Many of these
countries have since joined the EU (Brewster et al., 2018; Dowling et al., 2017).

Brewster et al. (2018) use six aspects to distinguish the markets in Western Europe from
the rest of the world: a unique political, social, and economic landscape; a stakeholder-
centered approach; a heightened role of the state; the importance of social welfare; com-
plex patterns of ownership; and traditions of employee involvement representation.

A Unique Political, Social, and Economic Landscape

The EU now includes 27 member states (including the Eastern European countries and not
including the United Kingdom [UK], which recently left following Brexit), making it the
largest political entity and common market in the world in terms of population and econ-
omy. The EU gives its citizens four freedoms: the free movement of goods, services, capi-
tal, and people (Brewster et al., 2018; Dowling et al., 2017).


Europe is very broad compared to the other sections. 


A Stakeholder-Centered Approach

The legal systems in European nations have traditionally assigned priority to employee
involvement and protection. As a result, HRM is required to deal with shareholders, man-
agement, employee representatives, and often external stakeholders like unions and gov-
ernment agencies that oversee the application of labor legislation and working conditions
(Brewster et al., 2018; Dowling et al., 2017).

A Heightened Role of the State

Compared to other regions and nations, such as the USA, HRM in Europe works in a highly
regulated environment and must ensure compliance with legislation on the minimum
wage, working hours, working conditions, co-determination, parental and other leave,
and pension benefits. The corresponding regulations are becoming increasingly standar-
dized across the EU. For example, social security benefits have become progressively
aligned to facilitate the mobility of workers within the EU (Brewster et al., 2018; Dowling et
al., 2017).

The Importance of Social Welfare

The welfare state was invented in Western Europe. As a result, European countries spend
50 percent more on social issues than the USA (Brewster et al., 2018). The state levies taxes
and social security contributions from employees and employers, which are then redis-
tributed in the form of pensions, disability and unemployment benefits, healthcare, edu-
cation, individual subsidies for housing, and childcare (Brewster et al., 2018).

Complex Patterns of Ownership

Many shares in companies and banks are owned by governments, including regional and
municipal governments. The government plays a key role in the economy. For instance,
governments often hold shares in housing corporations that build and manage housing
for lower income families or own infrastructure, such as ports, roads, airports, railroads,
telecommunication networks, and power plants. Traditionally, the government is respon-
sible for providing services, e.g., telecommunications, transportation, utilities, and health-
care. Since the late twentieth century, there has been a shift towards the deregulation and
privatization of government assets and companies (Brewster et al., 2018).

Traditions of Employee Involvement and Representation

In Europe, unions and employee representation bodies (works councils) have a strong
voice when it comes to HRM matters. Negotiating employee terms and conditions with
these institutions is a strategic task for HR directors in the EU. They also need to be
involved in decisions regarding organizational restructuring and layoffs. Cultural and polit-
ical traditions often determine whether these negotiations have a tendency toward con-
flict, such as in France and Italy, where strikes are a frequent occurrence. Both parties nev-
ertheless aim to reach a deal. In other countries, such as Germany and the Netherlands,
interactions between HR and unions are generally more harmonious and the goal is to
reach a consensus (Brewster et al., 2018; Dowling et al., 2017).

Welfare state

A welfare state is a form of
government that empha-
sizes the socioeconomic
well-being of its citizens,
usually through a pro-
gressive tax system to
redistribute wealth more
equally across society.
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Now that the UK has left the EU, HRM in the UK will likely diverge from that of the EU and
follow an independent path, potentially shifting towards American practices. On the other
hand, we can expect to see HRM in Eastern Europe progressively converging with Western
European practices as the differences between the former Eastern Bloc countries and the
original EU member states fade over time. The shift of Eastern European countries to free
market economies was initially plagued by issues such as the eradication of guaranteed
employment from state-owned companies. Many industries found themselves lagging
behind and uncompetitive in the new market situation, and they were forced to restruc-
ture or risk going under. Internal political conflicts further slowed the transition to new
political and economic systems. MNCs took advantage of the lower labor costs in these
new markets by establishing factories and shared services centers in the former commu-
nist nations, bringing jobs to the underemployed workforce. Many individuals also reloca-
ted for better opportunities in richer countries. This process has been supported by HRM
at each stage, and there remains a persistent need to develop competent HR professionals
in the region (Brewster et al., 2018; Dowling et al., 2017).

Eﬂi SUMMARY
While certain multinational corporations (MNCs) may opt not to intro-
duce international assignments, awareness of the cultural, economic,
social, and political context in the markets in which a company operates
remains pivotal to the success of international human resources man-
agement (IHRM).

A number of crucial differences and similarities can be found by compar-
ing the human resources management (HRM) models of individual coun-
tries or regions. Certain differences around the globe have decreased
over time due to globalization. However, other developments show how
global regions remain dynamic and changeable.

In order to remain globally competitive, nations such as Japan and Tai-
wan have shifted their HRM models away from a traditional system of
lifetime employment and job security and toward performance-related
pay and assessments. Both countries need to respond to the challenges
faced by shrinking populations, i.e., a declining workforce.

China and Vietnam have successfully transitioned from state economies
to increasingly open economies. Foreign investments and the growing
success of local entrepreneurship have resulted in the adoption of West-
ern style HRM practices, e.g., performance-based pay.

In comparison, the American HRM model prioritizes individuals and
shareholders. The state and regulations have a comparatively small
influence on the private sector. Current challenges facing American HRM



include responding to the rise of freelancers versus permanent employ-
ees, improving the gender balance in leadership positions, and manag-
ing the growing amount of personal data.

The HRM model in Europe is characterized by the strong influence of the
state and employee representatives. European governments aim to cre-
ate and uphold a welfare state for all stakeholders. In Western Europe,
integration within the EU has led to a convergence of HRM practices. In a
similar vein, obtaining EU membership has helped many Eastern Euro-
pean economies transition from state-owned to free market economies
with the introduction of Western European HRM practices.
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