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taking The fourth dimension is the extent to which the society displays “masculine” o “feminine”
tendencies. A masculine society is one that is more aggressive, assertive, and focused on achieve-
ments; the feminine society is one that emphasizes interpersonal relationships and sensitivity
toward the welfare and well-being of others. Although many are uncomfortable with the sexist
connotations of masculine and feminine and the stereotypes they encourage, this dimension docs
significantly explain many differences in cultural behavior in societies. Some researchers who
have applicd Hofstede’s work have substituted quantity of life for masculinity and quality of life
for femininity. Exhibit 14.1 illustrates how a number of countries fit Hofstede's model of culture,

Another well-known model that explains differences in culture was developed by Hall, who
characterized culture by the patierns with which we communicate® His work focused on the
more subtle means by which we express and display our eulture. These means might not be cvi-
dent to someone from outside the culture, but they are understood and aceepted by insiders. Hall's
‘model describes culture in terms of five silent “languages”: time, space, material goods, friendships,
and agreement.

‘The language of time considers how we use time to communicate and how we use it to man-
age our daily lives. For example, how much do individuals in the culture rely on schedules,
appointments, and deadlines? Is it considered appropriate to keep someone waiting for a mecting?
Do meetings usually have a timed agenda? Are meetings and appointments scheduled with an
ending time or are they open ended?

The language of space considers how we communicate through space and distance. For
example, wha is considered the appropriate physical distance between two people engaged in a
conversation? Friendship, formality, and even intimacy are ofien communicated by distance. How
are spaces in organizations arranged to communicate rank, power, and status? Does an organiza-
tion have private offices and/or designated parking spaces? Are some offices larger than others?




image8.png
EXHIBIT 141

Examples of Hofstede’s Cultural iensions
Individualism- Uncertainty

Country Collectivism Power Distance Avoidance Quantity of Life*
Australia Individual Small Moderate Strong
Canada Individual Small Low Moderate
England Individual Small Moderate Strong
France Individual Large High Weak
Greece Collective Large High Moderate
Italy Individual Moderate High Strong
Japan Collective Moderate High Strong
Mexico Collective Large High Strong
Singapore Collective Large Low Moderate
Sweden Individual Small Low Weak
United States Individual Small Low Strong
Venezuela Collective Large High Strong

“A wek quantity-of-lfe score is equivalent to a high quality-of-life score.
Source: G. Hofstede, “Motivation, Leadership, and Organization: Do American Theories Apply Abroad?” Organizational Dynamics
Summer 1980, pp. 42-63.
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‘The language of material goods can be similarly used to signify power, success, and status. In
some cultures, these indicators are of eritical importance in establishing one’s personal and profes-
sional identity. In an organizational setting, this language might be communicated through gener-
ous perks such as a company car and might be further evidenced by executive salarics that are
‘many times those of lower level workers. Organizations that establish and maintain pay compres-
sion plans are attempting to silence this kind of language.

‘The language of friendships considers how we form interpersonal relationships. For example,
are friendships formed and dissolved quickly o are they built on a foundation over a long period
of time? Is there a mutual sense of ongoing obligation in interpersonal relationships or are they
more transient and maintained only as long as both parties sce some bencfit? Some cultures com-
‘municate status via material goods; other cultures communicate status through one’s network of
friends and the support this network provides.

‘The language of agreement considers how consensus is reached among people. For example,
are formal, written contracts signed under an oath of law the norm in business negotiations or is a
simple handshake sufficient guarantee? Is it acceptable to debate someone with whom you do not
agree and, if so, is it acceptable to debate in front of others?

A key issue that impacts an organization’s success in the global arena is an awarencss of
cultural differences and the development of both a business strategy and corresponding HR
strategy that is consistent with the culture of the host country. Although it is beyond the scope
of this chapler to detail how cultural differences might impact people management systems, a
culture in which negotiations are based on trust and friendship tha is buill over time might
pose some difficulty for an American, who might be used to getting down to business and nego-
tiating without developing any kind of interpersonal connection. Also, the candor and outspo-
kenness for which Americans are known could conflict with the styles of those from other
cultures. In short, when cultures come together in organizational settings, special consideration
must be paid to managing processes such as power dynamics and relationships, norms of partic-
ipation and decision making, and performance management and compensation systems Lo pre-
vent misunderstandings.
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Much as societies have cultures, organizations also have their own cultures. As a result, deci-
sion makers need to examine the interface between the culture of the organization and the culture
of the host country in determining whether an appropriate fit exists and, subsequently, in develop-
ing an optimal business strategy and appropriate HR management strategies. For example, if the
organization strongly values diversity, what will be done when a host country's culture fails to sup-
port these values? In many cultures, it is acceptable to discriminate on the basis of gender, race,
ethnicity, age, disability, and sexual orientation. Does the organization extend its ban on smoking,
o all overseas locations? Will it prohibit facial hair on employees or prohibit employees from
enjoying a glass of wine with their lunches? What will happen in a culture in which bribes are an
accepted and expected means of conducting business?

In going abroad, an organization needs to decide what HR policies will be implemented in
the host country and needs to make these decisions prior to arrival. These decisions will force
top managers to confront a number of ethical decisions and may test the strength of the organiza-
tion's culture. Conflict issues will need to be resolved relative to incompatible local and corporate
cultures. Decision makers need to understand which values the organization holds so deeply that it
will not compromise, even in the face of significant financial consequences. Although these ethical
decisions can present difficult choices, they can help to strengthen the organization's mission,
strategy, and employment practices

National culture can have a significant effect on an organization’s ability to utilize strategic
HR. A culture that is oriented toward tradition, for example, might not understand the logic of,
or resist, any kind of planning. Certain cultures have stringent rules regarding staffing and may
require the organization to employ individuals assigned to it by a centralized labor bureau. Indivi-
duals in some very strict hierarchical cultures would probably not respond well to upward perfor-
‘mance feedback programs. In some cultures, it is considered inappropriate for a worker to report
10 2 manager who s younger than the subordinate. The inappropriateness of using direct eye con-
tact in conversation in some cultures might bias the results of the employment interview process.
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Where a culture fits on the individualism-—collectivism continuum would influence how it defines
acceptable performance and appropriate compensation. Consequently, in managing across cul-
tures, it is critical to have a strong sense of cultural self-awareness yet remain aware that oversen-
sitivity to cultural issues can be as detrimental as undersensitivity. Reading 14.1, “In the Eye of the
Beholder: Cross-Cultural Lessons in Leadership From Project GLOBE,” examines the similarities
and differences of the cultures of five major world countries and the implications for both Ameri-
can executives in each of these countries and for the development of effective global leaders.
Reading 14.2, “Cross-Cultural Management and Organizational Behavior in Africa,” expands this
discussion to include Africa.

Strategic HR Issues in Global Assignments

An organization can use several different approaches in managing the process of sending workers
abroad. An administrative approach involves merely assisting employees with paperwork and
‘minor logistics—for example, hiring movers, ensuring that taxes are paid, and obtaining a work
visa for the employee and travel visas for family members. A tactical approach involves managing
the risk or failure factor—for example, handling the administrative paperwork while also providing
limited, usually one-day, training for the cmployee. This approach does only what needs to be
done to prevent failure. A strategic approach to global assignments, however, involves much
‘more support and coordination. In addition to those items cited previously, strategically managing
such a process would involve adding extensive selection systems; ongoing, integrated training; a
specific performance management system; destination services; and a strategized repatriation pro-
gram at the end of the assignment,

A model that outlines the strategic HR issucs in global assignments is presented in
Exhibit 14.2. The first step in the strategic management of global assignments is the establish-
ment of a specific purpose for the assignment. There may be numerous reasons for the assign-
ment, including business or market development; the setup, transfer, or integration of
information technology; management of an autonomous subsidiary; coordination or integra-
tion of foreign with domestic operations; a temporary assignment to a vacant position; or the
development of local management talent.
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After the purpose of the assignment has been identified, the process of selecting an appropri-
ate employee for the assignment can commence. Much as there is an organizational purpose for
the assignment, there should also be an individual purpose for the assignment, as indicated in
Exhibit 14.3. An employee could be chosen for and accept an international assignment to prepare
that employee for a top management position, develop further technical or interpersonal skills, or
allow an employee to follow a dual-career spouse/partner.

Both the organizational and individual purposes for the assignment must be identified and
matched. The assignment needs to be conceptualized as a win-win proposition. There should be
clear articulated gain for both the organization and the employee as a prerequisite Lo success on
the assignment.

After an appropriate individual has been identified, it is important to assess the adaptabil-
ity to the host culture of both the employee and any family members who will be accompa-
nying the employee on the assignment. The single greatest reason for failure on an overseas
assignment has to do with adaptability skills rather than technical skills and is usually a conse-
quence of the adaptability of the employee's family to the host culture. Individuals and their
families should be screened to determine their ability to be comfortable in the host culture.
‘This might include sending the employee and family members to the host country for several
weeks 1o test their adaptability. Among the areas that an organization will need to assess are
the technical abilities of the employee; the adaptability, willingness, and motivation to live
overseas; tolerance of ambiguity; communication skills; patience and openness to differences
in others; and willingness to interact with both the employee and accompanying family
members.
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EXHIBIT 142

Strategic HR Issues in Global Assignments
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Expatriate Selection at Kellogg Co.

Given the high cost of most global assignments, it s critical for organizations to get some
return on their investment in sending employees abroad. Battle Creck, Michigan-based
breakfast cercal manufacturer Kellogg saw its turnover rate among expatriates reach 40 per-
cent. Kellogg viewed the retention problem as being rooted in poor selection of candidates
for global assignments. To remedy this problem, Kellogg first implemented a selection strat-
egy for its global assignments, including a pilot program that identified the best candidates
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based on assessments from managers. HR and senior management partnered to narrow the
list down to 16 individuals who were then given assessment tests that examined work styles,
habits, valucs, interests, and lifestyles. Emploee spouses were also given the assessment. Key

'1

EXHIBIT 143

Purposes of Expatriation

Organizational Individual

+ Business or market development - Skill development

+ Setup, transfer, or integration of information - Preparation for top management
technology - Follow dual-career partner/spouse

Manage autonomous subsidiary

Coordinate or integrate foreign operation with
domestic

Fill vacant position temporarily

Develop local management talent
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Once an employee has been selected for the overseas assignment, the organization then needs
to provide the appropriate training for the employee and family members. The initial training
should begin at least six to nine months prior to the start of the assignment. Longer training per-
fods will reflect the need to learn language skills necessary in the host country. Prior to departure,
the employee and family, if possible, should be allowed a trial period living overseas (if this was
not done as part of the selection process). Although this may involve significant costs, it should
be viewed as an investment; the costs incurred for such a trip will be much less than the monetary,
political, and reputation-damaging costs of a failed overseas assignment.

Also prior to departure, the employee and family should receive cross-cultural training in the
norms and values of the host country, workplace and business practices, language training (as nec-
essary), health and safety issues, and realistic expectations of what day-to-day life in the country
will be like. This training should not be considered completed when the employee and family
depart for the host country. A critical mistake made by many organizations is the lack of follow-
up, once employees have gone abroad, to provide additional support to ensure that there have
been no unexpected surprises or consequences.

While the employee and family are being trained, simultaneous training should be conducted
for headquarters staff who will be supervising and/or interacting with the employee who is abroad.
Clashes between local culture and headquarters are common on overseas assignments, and head-
quarters personnel should be provided with some sensitivity training. Sensitivity training will
(1) help headquarters staff understand how and why local decisions are being made and (2) allow
them to give the expatriate employee the necessary support and empathy while keeping the expa-
triate informed as to what has been happening at headquarters.

After employees have been relocated to the host country, the day-to-day issues in managing
expatriates are not dramatically different from those involved in managing domestic employees.
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‘The same principles and practices of general HR management apply with a few additional con-
cerns, First, it s critical to assess the ongoing training needs of the expatriate employee and family
affer they have arrived at the host country. Particularly if this is the first time an employee of the
organization has been assigned to a particular country, it is likely that some unanticipated events
that require additional support and training could materialize. Second, performance management
will be more of a challenge; the expatriate’s functional boss is usually located domestically, and
others in the organization may not be aware of how cconomic, social, and political conditions
and everyday living situations impact the expatriate’s performance. Third, many aspects of
employee and labor relations will be localized. The expatriate may have to manage a local work-
force under far more challenging conditions than those presented domestically. The expatriate
may also have to manage the dynamics of being a forcign manager of local employees. Finally,
compensation for the expatriate wil be different. It is costly to send an employee overseas, usually
amounting to as much as three times the employec’s annual domestic salary. Income tax payments
for the employce may be complicated and costly. Benefits such as armed sccurity guards or private
schooling for the employee’s children may be necessary. Although compensation for expatriates is
ofien outsourced, organizations need to be very careful in this regard; compensation is a key stra-
tegic issue not only from a cost perspective but also in impacting the employee family’s ability to
live in the host country. Outsourcing compensation to a third party who does not fully understand
the organization’s overall strategy or have a holistic appreciation of all of the organization’s HR
systems could result in disaster.

‘There are three traditional approaches to determining expatriate compensation. The first is
the balance-sheet method. With this approach, salary is based on home country pay, and addi-
tional expenses associated with relocation and the assignment itself are added to arrive at an over-
all reimbursement and compensation level. These expenses might include the cost of housing in
the host country, furniture, houschold help, a car and driver, or spousal/partner assistance. This
approach ensures that the expatriate gains a sense of equity and fairness in the compensation
package; however, the local employees, particularly if they are poor, may sense some inequity.
This system can be complex to administer, but it is still widely used, particularly for short-term
or temporary assignments.




image18.png
‘The higher-of-home-or-host approach takes into account the employee’s salary at home and
adjusts it upward, as necessary, to account for a higher cost of living in the host country. This
approach is usually accompanicd by standard perquisites for exccutives in the host country and is
used most commonly for intermediate term assignments of indefinite duration.

When the employee is assigned to a host country on a permanent basis, the localization
approach is usually used. Here, the employee's salary is converted to the host country equivalent.
Depending on the country, salary structures, and the cost of living, this approach can initially
result in a salary decrease for the employee. Localization has become an increasing popular
approach for organizations now used by upward of 78 percent of employers.*

Expatriate selection assignments are some of the most critical decisions that organizations make
relative to their global operations. The success or failure of an expatriate assignment can asily deter-
‘mine the fate and success of an organization’s entry into a new global market. Much of the focus of
expatriation has traditionally been concerned with the selection and training of expatriates and their
accompanying family members. However, this focus has been expanding to involve the active and
ongoing management of the expatriate assignment after the relocation has taken place.”

In establishing general HR policy for the day-to-day management of all employees abroad
locals as well as expatriates—the organization also needs to make a strategic decision as to the
level of standardization it desires across locations. Heenan and Perlmutter identified four different
approaches an organization can take in setting and enforcing policy: ethnocentric, polycentric,
regiocentric, and geocentric, as illustrated in Exhibit 14.4.'

An ethnocentric approach involves exporting the organization’s home country practices and
policies to foreign locations. This strategy is often used by organizations whose competitive strat-
egy is focused on creating an image. An ethnocentric approach can be beneficial in allowing stan-
dardization, integration, and efficiency. However, if it is forced on another culture that does not
subscribe to the values on which the practices are based, there can be severe problems. Some
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Implementation of Strategic Human Resource Management

Four Approaches to IHRM
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Source: Heenan, D. A. and Perlmutter, Howard V., Mulfinational Organizational Development, Addison-Wesley, pp. 18-19 (1979)
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turnover can and should be expected and even encouraged when using this approach. It can also
help to make expatriate assignments more attractive to the organization’s domestic employees,

A polycentric approach involves allowing cach location to develop its own practices and poli-
cies that are consistent with the local culture and workforce characteristics. Management practices
are localized to suit the existing needs of the marketplace, and adaptability to customer tastes s a
key strategic initiative facilitated by this approach. Although this approach can be costly, it is also
extremely responsive to local market and labor conditions and can help to reduce employee turn-
over in an acquisition, particularly if there are antiforeign ownership attitudes among locals

A regiocentric approach involves developing standardized practices and policies by geo-
graphic region; therefore, there is some consistency and efficiency within operations. At the same
time, there is some variation among regions to support the local markets. This approach com-
monly involves establishing autonomously managed regional subsidiaries within a geographic
region.

A geocentric approach involves developing one set of global practices and policies that are
applied at all locations. This approach differs from the ethnocentric approach in that although
the ethnocentric approach exports its one set of management systems based on home country cul-
ture to all locations, the geocentric approach considers the global workforce in all its areas of
operations as well as the numerous local cultures in which it operates and attempts to develop
practices and policies that transcend cultural differences. This approach can be very difficult to
implement, given different host government policies and regulations and the need to address
them simultancously. Compensation plans and standards of living can be difficult to unify in an
equitable way across different cultures,

Repatriation

‘The final issue in managing international assignments is repatriation of returning employees. This
function is probably one of the most neglected areas in global HR management. Ironically, it is the
one that has the greatest impact on the return on investment made in employees sent abroad.
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Very few companies deal successfully with the issue of repatriation. Retention rates of repatri-
ates during the first year of return are often as low s 50 percent in many companics. This is not
surprising in light of the fact that only 27 percent of expatriates are even guaranieed a position
upon return from their international assignment.”" Employers typically make no plans for any
post-return assignment, and expatriates are left to fend for themselves in finding a position within
or outside the organization upon their return. Despite the fact that expatriates usually undertake
international assignments with carcer development and advancement in mind, only 33 percent of
those who return to their employers are promoted. Fifty-cight percent of expatriates remain a the
same level of responsibility, and 9 percent end up accepting positions with lesser responsibility.'*

Organizations need to cstablish a strategy that allows them to take the valuable experience
abroad and (1) integrate it with what is happening at home and (2) allow coworkers to learn of
the repatriate’s experience to enhance their own performance. As a prerequisite, repatriates need
0 be considered from an investment perspective. In many cases, the organization has invested a
sizable amount of time and money in the global assignment of the employee, during which time
the employee has further developed both personally and professionally. If the organization fails to
develop carcer management programs that allow those returning from abroad to share their
knowledge and insights—rather than leave the organization and share that knowledge with
competitors—then the investment has a negative return. An employee who has worked in another
country may be of great value to a competitor who would like to start up overseas operations.

Many repatriates return from overscas assignments and cither have no job assignment waiting
for them or receive a job that is considered a demotion. Expatriates often have high-ranking auton-
omous positions overseas and are forced to assume positions that strip them of this autonomy upon
their return. It is not surprising that some cxpatriates choose to move o another expatriate assign-
‘ment with the same employer or with a different employer rather than return to headquarters.

Any strategy for repatriation has to address the purpose of the expatriation. The process of
repatriation can be greatly facilitated if a clear purpose for the assignment was established ahead
of time based on the needs of both employer and employee.
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A specific repatriation process needs to address several critical career and personal issues, as
outlined in Exhibit 14.5. The first carcer issue is resolving carcer anxiety by helping the employee
returning from abroad find an appropriate place that is connected with a career path for the
future. The second career issue is the organization’s reaction to the return. Is the repatriate made
to feel welcome? Is any value placed on the global experience? Are new skills that have been devel-
oped being put to use? The third career issue is the loss of autonomy. In planning repatriation
programs, some consideration must be given to the level of autonomy the repatriate enjoyed over-
scas and the correspondingly appropriate types of responsibilities, work assignments, and supervi-
sion for the return assignment. The fourth career issue is adaptation. During the expatriation
period, there were probably some significant changes taking place at the home office. The repatri-
ate needs to be provided with assistance in adapting to those changes to faciltate maximum per-
formance in the new assignment.

EXHIBIT 145
Issues to be Addressed in a Repatriation
Process

Career Personal
+ Career anxiety—current place, future - Logistics

+ Organization’s reacti + Personal re-adjustment
+ Loss of autonomy + Family re-adjustment
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On a personal level, three major issues need to be addressed in repatriation. The firs is logis-
tics. Personal savings will need to be transferred, currency converted, personal belongings inven-
toried and shipped, automobiles and homes possibly purchased and sold, school transfers
arranged, and possibly spousal employment assistance arranged. The more logistical details with
which the employee has to contend, the more he or she will be distracted from work. The second
personal issue is readjustment and integration into the community for the employee. The third
personal issuc is readjustment and integration into the community for the employec’s family.
Although it may seem logical that the return home should be a welcome and casy process, experi-
ence has shown that it often is not. Much as the workplace has changed, and the community in
which the employec's family lives or is moving to may have changed dramatically during the
time abroad. Support for such transition for the employce and family can greatly facilitate the
repatriation process,

Repatriation at Colgate-Palmolive

One of the biggest problems with the traditional high attrition rate among repatriates is the loss
of experience, skills, and knowledge that accompany the employee’s departure. To address this,
Colgate-Palmolive has established a global succession database. Used primarily for succession
planning purposes, the database —available to the ~organization's management team
worldwide—also contains information on experiences and skills related to work abroad in vari-
ous cultures. Because Colgate-Palmolive operates over a widely dispersed gobal area, detailed
information about local markets is critical to ongoing success. Seventy-five percent of the com-
pany’s $9.5 billion annual sales comes from outside North America. At any time, approximately
300 expatriate global managers are on assignment. Seventy-five percent of these managers have
had two or more global assignments and 40 percent of these managers have had four or more.
Because foreign assignments are seen as critical to an individual's career success within Colgate-
Palmolive and the necessary track to senior management, global assignments are in demand. By
collecting information related to success in a particular location, Colgate-Palmolive is not only
able to provide assistance to managers going on a new assignment but also ensures that its
investment in skills, knowledge, and experiences stays with the organization, given the longer
“shelflife” of cultural information over market data."
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The European Union

Employers who choose to do business in the European Union (EU) do not have the option of tak-
ing an ethnocentric approach to HR in their operations there. As the world's largest cconomy with
27 member states, the EU has the challenge of establishing some consistency in and minimum
standards across laws across the region while allowing individual member countries flexibility
based on culture and values. Laws related to employment are enacted as directives that bind mem-
ber countries and set minimum standards that must be met. Directives are usually issued as objec-
tives or desired outcomes and allow individual countries to determine how best to meet those
objectives. Hence, the actual laws related to employment may vary from one EU country to
another, requiring foreign organizations to be particularly astute when setting up European opera-
tions. These laws generally provide workers with far more protection than their counterparts in
the United States. The common intent of these laws is an employment relationship that is not
adversarial o confrontational but one that protects the rights of workers via more collectivist
social policy. As an example, Directive 2010/I8/EU requires that a minimum of four months
parental leave by provided to each parent following the birth or adoption of a child yet individual
countries are free to provide more generous leave.
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Unlike the United States, the EU does not follow the employment-at-will policy. Terminating
an employee can be a very difficult and expensive undertaking, and the laws regulating the ability
0 terminate, the notification period, and required severance vary from country to country. In The
Netherlands, court approval may be needed to terminate an employee; even termination for cause
requires very rigid and specific documentation. Germany requires three months’ notification
before terminations can take effect; Sweden requires up to six months’ notice. In Belgium, where
terminations are very difficult, employers may be required to pay up to four years' salary to an
employee as severance.' Spain requires nine weeks of severance pay for cach year of service.">

Other areas of the employment relationship are also regulated in various EU countries. Most
require a minimum of four weeks of paid vacation, but France requires five weeks, with an addi-
tional weck for employees between 18 and 21 years of age. Matcrnity leave in France is a mini-
mum of 16 weeks, 10 of which must be taken after the child is born, and can extend up o 26
wecks for a third pregnancy. For any pending layoffs, Germany requires a “social plan,” which
outlines the specific selection criteria used and performance and education levels of workers. Ger-
‘man employers must also report employee ages and the number of dependants, as older workers
and those with more dependants enjoy a greater level of job security than others.'®

One major way in which the employment relationship in the EU differs from that of the
United States is the level of worker involvement seen in European organizations. U.S. employers
generally have a unilateral right to make decisions that affect employees, but European employers
are required to communicate and negotiate many of these decisions with employees as part of the
EU's Directive on Information and Consultation. Works councils, composed of employee-elected
worker representatives, are required to meet monthly with senior management to discuss all
employment policy issues. Works councils operate at individual work sites and in Germany,
France, and The Netherlands must approve many of the decisions that employers hope to imple-
‘ment. Employers who do not consult with their works council are subject to fines and possible
recision of the decisions implemented. Germany requires works councils in organizations with
five or more employees. France requires them in organizations with 50 or more employees. Larger
employers, with at least 1,000 employees and at least 150 in €ach of two member countries, must
also form an EU-wide works council. Decisions that affect workers in more than one country must
be presented to these groups, which are employer funded. U.S. employers operating in the EU are
faced with a dramatically different mandate relative to how they manage their employees than
what they are used to domestically. Works councils formalize the employment relationship far
‘more than is seen with a typical collective-bargaining agreement
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Mexico and Canada

Even though Mexico and Canada are border countries with the United States and primary trade
partners, HR management in these countries is often carried out in stark difference to HR man-
agement in the United States. Employment discrimination that would be illegal in the United
States is rampant and ingrained into hiring practices in Mexico. A recent recruiting advertisement
in a Mexico City newspaper for retail managers for Office Depot Mexico requested applicants who
were no younger than 26 and no older than 38 and preferably married.'” The ad cautioned that it
was useless to apply if one did not meet these requirements. Despite the fact that Mexico's consti-
tution strictly forbids such discrimination, enforcement is lax. Employers frequently mandate that
applicants be of a specified age, gender, marital status, height, or satisfy other personal nonwork
related criteria. Female applicants are frequently asked to submit photographs as evidence that
they possess a “nice appearance.” Gender bias in employment runs rampant—consistent with
focus on masculinity in the national culture.

On the other hand, Canada is known to vigorously enforce laws that prohibit discrimination in
employment and also provide extensive protections for arbitrary or unjust dismissal of employees.
While 90 percent of the Canadian population lives within 60 miles of the U border, these indivi-
duals receive far more protection in the employment relationship than do their American counter-
parts. Canada does not subscribe to the doctrine of employment-at-will and requires reasonable
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notice of termination as well as legally mandated severance pay based on years of service with the
employer. The usual standard is one month per year of service of notice from an employer of pend-
ing termination. This amount can be higher if a court feels that the termination was not handled
fairly. Employees also are entitled to one weeks severance pay per year of service. Most Canadian
employers must also provide employees up to 52 weeks of parental and maternity leave; employers
in Quebec must provide up to 70 weeks. Noncompete clauses for departing employees are frowned
upon, as is a former mandatory retirement age of 65. The province of Quebee amended its Labour
Standards Act in 2004 to prohibit bullying or “psychological harassment” in the workplace. Within
four years, more than 10,000 charges had been filed under this law."*

With a population of 1.3 billion people and its 2001 accession into the World Trade Organization,
which dliminated the requirement that foreign organizations partner with state-owned Chinese part-
ners, China has seen tremendous economic growth, largely through foreign organizations that have
set up operations there. Those organizations secking to take advantage of the rich economic oppor-
tunities offered by China have been confronted with significant challenges relative to HR manage-
ment. Indeed, it has been noted that China’s deep historical and cultural heritage mandates an
approach to HR management that uniquely fits the Chinese context.” While Chinese universitics
produce nearly 5 million graduates annually, many of these individuals are not suitable for employ-
‘ment in Western-style multinational organizations. In fact, one survey found that only 10 percent of
Chinese university graduates were employable in multinational organizations because of deficiencies
in language, interpersonal skills, ability to work in teams, and basic literacy.*” Even more problem-
atic is the lack of middle- and upper-level manager candidates, many of whom were victims of the
Chinese Cultural Revolution that stymied the Chinese education system from 1966 to 1976.

‘The tremendous demand for workers capable of working in a multinational organization—
combined with the short supply of such individuals—has created an employment market in which
those with sufficient skills can demand high salaries and expect fast upward mobility. Expatriates
typically expect very high compensation, yet many remain unaware of the key dimensions of
Chinese culture that affect business relations. Recruiting returnees—Chinese citizens who have lived
and/or studied abroad—allows an organization the advantage of having employees who are bilingual
and bicultural, but many of these individuals have become assimilated to and enjoy Western lifestyle
and culture and have no desire to retum to China” Even if an employer is successful in hiring
qualified applicants, the strong demand for individuals capable of conducting business in China
within a multinational organization makes retention of such employees an ongaing challenge.
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“There are a number of key factors that influence an employer's ability to retain such indivi-
duals. The first of these is supervisory relations. Because Chinese society is very hierarchical, shows
respect for elders and authority, and is family centered, employees who have good relations with
their supervisors and feel that they “belong” in an organization are less prone to risk this dynamic
by seeking employment elsewhere’” A second factor is employer prestige. Because China has such
4 brand-conscious culture, 75 percent of Chinese employees prefer to work for a well-known for-
eign organization rather than a domestic Chinese organization. This brand consciousness
extends beyond consumer goods to the workplace. A third factor is development opportunities.
A primary component of Chinese culture is learning and growing through one's lifetime. Chinese
employees enjoy challenges and the opportunity to discuss what they are learning and projects on
which they are working not only with coworkers but also with friends and family members
A fourth factor is compensation. Chinese employees with sought-after skills know their market
value and expect to be compensated accordingly. While performance-based bonuses are relatively
new to China, employees—particularly younger ones—have been very receptive to incentive-based
compensation plans”* A fifth factor that can aid in retention is job title. Because the Chinese are
very status-conscious, job titles—regardless of associated responsibility—are very meaningful to
employees. While Chinese workers do seek opportunities for growth and development, a change
in job title can often be a sufficient reward for performance.”®
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In some ways similar to China, with a population of 1.5 billion people and a rapidly growing
cconomy, India has become a major player in global economic development and a target of
many multinational organizations. However, India presents some significant challenges for
employers related to HR management, which distinguish it from its Asian counterpart,

Unlike China, India has a sizable population of citizens who are well equipped to work in a
‘multinational organization. India has more than 22 million university graduates, a third of whom
have backgrounds in science and engineering, and produces 2.5 million new graduates annually*
Hence, India has been a leader in information technology and business process outsourcing.
Despite India's large technically trained workforce, demand for skilled labor exceeds supply. Com-
petition among employers for talent remains intense, and job hopping and poaching of employees
are standards of doing business in India.

One of the greatest challenges to doing business in India is the onerous legal system, which
involves more than 100 different noncodified and ambiguous laws as well as joint federal and state
government oversight of laws related to employment and labor.” These laws require employers to
‘maintain registers and provide annual filings to regulatory authorities. Every employee must reccive
a formal letter of appointment that outlines all terms and conditions of employment and serves as a
legally binding contract. Termination of employees in India can be difficult and requires that multi-
ple procedures be followed, which include appropriate cause and notification as well as arbitration.
While misconduct is generally accepted as a valid ground for termination, poor performance s not
necessarily an acceptable basis. Employers are also required to provide employees with a flexible
benefit plan, which accounts for 35 percent of overall compensation. Employers and employees
jointly contribute to social security, called the “Provident Fund,” whercby each party contributes
12 percent of the employee’s wages.*® The Shops and Establishments Act mandates paid annual
leave for all employees, which can be carried forward to subsequent years

‘Employment discrimination based on religion, race, caste, sex, or place of birth s specifically
banned in the public sector by India’s constitution. Gender-based pay disparities are prohibited by
the Equal Remuneration Act of 1948, while the Maternity Benefit Act of 1961 provides employees
with 12 weeks paid maternity leave. However decply embedded cultural mores in this male-
dominated society have limited the career and general employment-related opportunities for
women whose role has largely been tending to the home and family
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Much as in China, retention of skilled workers in India is a challenge because of the demand
that exceeds supply. India also has a pronounced shortage of sufficiently experienced and trained
‘middle managers to oversce employees. Because the HR function in most organizations needs to
spend an inordinate amount of time on recruiting, compliance, and other associated transactional
activities, there is little involvement in strategic issues.

Retention at Prudential Process Management Services
Prudential Process Management Services (PPMS) is a Mumbai, India-based organization that
provides customer service for Prudential’s financial services customers in the United Kingdom.
With 1,200 employees, PPMS had quickly adapted to doing business in India and enjoys a
20 percent annual attrition rate in a customer service industry that has a norm of 45 percent.
PPMS’s success can be attributed to its workers in India and its appropriate workplace
policies and programs. PPMS hires an average of 25 employees per month but is able to
streamline its hiring process so that a candidate can pass through five successive levels of
screening in a single day, resulting in an offer of employment letter being extended at the
end of the day. Once an employe is hired, training consumes the first 16-20 wecks on the
job, where employees learn about the company history, values and culture, industry, and pro-
ducts. Because PPMS hires young entry-level workers with an average age of 23 at the time of
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hire, opportunities are provided to move laterally and cross-train in other arcas of the busi-
ness. PPMS also offer its own in-house MBA program, developed in partnership with top-
rated business schools in India. The workplace s also literally designed to be a family-type
environment where friends and family members are invited to visit employees at work. This
builds the organization’s culture and goodwill in the community as well as affords PPMS
with an additional opportunity to recruit employees.?”

Although the principles and processes of strategic HR management arc universal and apply to all
organizational settings and cultures, an organization whose strategy involves multinational operations
faces some additional challenges in ensuring the success of global assignments. The model for strate-
gically managing global HR presented in this chapter is independent of the larger model for the book
for this very reason; it addresses a different set of issues and challenges that present themselves in the
global arena. However, the underlying theme of strategic HR management in looking at human assets
as investments remains quite apparent when looking at global HR management. Employees on global
assignments represent valuable assets who need to be managed more systematically and strategically
than they traditionally have been to ensure greater probability of success in global markets.
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Critical Thinking

‘How does global HR management differ from domes-
tic HR management?

Explain the organizational and individual purposes for
expatriation. Why do these need to be incorporated as
part of a strategic approach to managing global
assignments?

Describe the four levels of standardization of global
HR practices. For what strategic objectives might
each level of standardization be best suited?

Explain how each of Hofstede’s cultural dimensions
might result in specific kinds of HR programs and
practices.

How can employers be more successful with retention
of repatriates?
Reading 14.1
What differences need to be taken into account by
American managers who oversee employces in Brazil,
France, Egypt, and China, and what are the implications
for American managers in each of these countries?
Reading 14.2
‘What are the critical social cultural practices that impact
business relations in Africa? What specific strtegies can

be used by American organizations that attempt to con-
duct business and/or set up operations in Africa?
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Global Human Resource Management at Reebok

In 1998, athletic shoe global industry leader Nike was hit by a wave of negative publicity
regarding the conditions in many of its overseas factories. Growing reports of strikes,
unsafe working conditions, poor wages, worker abuse, and the use of child labor aroused
a fury within the United States. Although Nike's market share remained constant, it stock
price sagged with each new report of labor abuse in Asia.

Reebok, one of Nike's main competitors and a company with a history of strong sup-
port for human rights, acted quickly to ensure that there were no similar problems at
overseas sites owned by Reebok or those in which subcontractors produced goods for
Reebok. Reebok contracted with a respected nonprofit social research group in Jakarta,
Indonesia, for thorough inspections of two of its shoe factories that employed more than
10,000 workers. The researchers interviewed and surveyed workers, performed health and
safety tests, and discussed operations with managers. These audits marked the first time
that a US. company allowed truly independent outsiders with expertise in labor issues to
inspect their factories and make their findings public.

The report found a range of problems including poor ventiation, the presence of
harmful chemicals, inadequate tolet facilties, and sex bias. Reebok took immediate action
but found some cultural challenges in addressing the problems. These problems were
largely because of the difficulty of introducing industrialized-world work and culture envir-
onments. Workers did not report sexual harassment largely because they did not under-
stand the concept of it. There was ako a thriving local market for empty hazardous
chemical containers. Reebok’s vice president for human rights was relentless in his attempt
o force Western values on the reluctant Indonesians. Workers and managers were trained
in gender awareness and harassment; requirements were set for the safe disposal of chemi-
cal containers; and workers were educated as to the reasons and personal benefits for the
protective clothing they were required to wear. Reebok's two Indonesian contractors were
forced to spend more than $250,000 to address these ssues or lose Reebok’ business.

Recbok led the way in ensuring that oppressive sweatshop operations were curtailed
Within days, both Liz Claibome and Mattel followed suit in having outside independent agen-
cies review their operations and those of their subcontractors. Afthough these initatives
clearly show good business sense, particularly in light of what happened to Nike, they also
show a sensitivity to basic human rights and the ethical treatment of their global labor force.'
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plan to conduct business that was previously conducted domestially in the global arena. In some

cases, this may involve a minimal physical presence in another country; in others,it may involve
setting up operations that will eventually exceed the size of domestic operations. We no longer live in a
domestic economy, as evidenced by diminished trade barriers and regional economic alliances, such as
the North American Free Trade Agreement (NAFTA) and the European Union (EU) as well as the
aceeleration of global financial markets and information networks. Tremendous opportunities exist to
market goods and services abroad, particularly in less-developed countries; to participate in joint ven-
tures with foreign organizations; and to outsource operations to other countries as a means of lowering
costs. When one considers that less than 10 percent of the world population resides in the United
States and that many domestic consumer markets are saturated, it should not be surprising that an
increasing number of organizations are developing strategies to expand internationally.

‘These stratcgic opportunities are resulting in employers sending an increasing number of
employees abroad to start up, manage, and develop their global operations. While a greater
percentage of the UsS. workforce is being moved abroad, an increasing number of US. domestic
workers are natives of other countries. These trends are not just limited to larger organizations as
they once were; small- and medium-size employers arc taking advantage of international
opportunities, and their workforces are becoming more culturally diverse.

An organization might focus on expanding globally for a number of reasons. Foreign countries
may present enhanced market opportunitics. In addition, expanding the scope and volume of
operations to support global initiatives could result in economies of scale in production as well as
in the administrative side of the organization. Competitive pressure may requirc an organization to
enter foreign markets to keep pace with indusiry leaders. Finally, acquisition activity may result in
the ownership of a foreign-based organization or subsidiary.

Regardless of the reasons a company may have for expanding operations globally, human resource
(HR) management i critical to the success of any global endeavor. If one adopts the perspective that HR
strategy must be derived from corporate strategy and that people do determine an organization’s success
or failure, then the HR function needs to be a key strategic partner in any global undertakings.
Ironically, HR s ofien neglected in the planning and establishment of global operations.

The strategic business decisions being made by modern organizations increasingly involve some
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Strategic Global HR at McDonald's

When fast-food king McDonald's initilly expanded outside the United States, it followed a very
ethnocentric approach to going global. U.S. expatriates were sent abroad to develop the new sites
and maintain as much consistency as possible with domestic operations. Locals were
“McDonaldized” —taught the specific operations and business plans developed back in the United
States. This approach has evolved over the years to one that is now very polycentric. When open-
ing locations outside the United States, expatriates are rarely used and HR professionals at
McDonald’s partner closely with locals to develop an operation that fits with local culture, cus-
toms, and lfestyles. A four-phase approach is used in which HR has a specific and critical role to
play at cach step. The first phase, development preparation, usually begins 18-24 months prior to
the actual opening, During this phase, HR researches issues such as compensation and benefits,
considers recruiting strategies, and secures a labor attorney or consultant. The second phase,
, takes place 8-12 months prior to opening. HR takes the information gathered
in phase one and begins to develop specific HR programs and plans and determines staffing
needs and compensation levels. The third phase, resource development and strategy implementa-
tion, takes place 3-8 months prior to opening. HR puts together employee handbooks, considers
the effects of local labor laws on operations, and begins to implement its staffing plan by hiring
employees. The final phase, preopening preparation, begins 90 days prior to opening

Here, HR conducts training and lays the groundwork for the performance review sys-
tem. McDonald's strategy for its global operations includes HR as a key strategic partner,
facilitating the implementation of the human and cultural dimension of the operation for
‘maximum success.”

resources seley
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How Global HRM Differs From Domestic HRM

Despite the fact that the core principles of strategic HR management also apply to global HR man-
agement, global HR presents some unique contingencies. First, managing people in global settings
requires HR to address a broader range of functional areas. These arcas include clarifying taxation
issues; coordinating foreign currencies, exchange rates, and compensation plans; and working
directly with the families of employees who may be accepting overseas assignments. Second, it
requires more involvement in the employee's personal life. The employee is usually assisted with
acquiring housing in the host country; selling or leasing domestic accommodations; locating recre-
ational and cultural opportunities for the employee and family; arranging and paying for school
for the employee's children; and locating and securing domestic help for the employee. Third, the
organization must often set up different HR management systems for different geographic loca-
tions. Fourth, the organization is often forced to deal with more complex external constituencies,
including foreign governments and political and religious groups. Finally, global assignments often
involve a heightened exposure to risks. These risks include the health and safely of the employee
and family; legal issues in the host country; possible terrorism; and the human and financial con-
sequences of mistakes, which may greatly exceed the costs of those made domestically

The threat of terrorism has added to many of the anxicties employees face when considering
and undertaking a global assignment. A recent survey found that expatriates need and want more
support from headquarters than they are receiving regarding health and safety concerns; only
20 percent responded that their employers were keeping them sufficiently informed about health
and safety issues.® Dissatisfied expatriates can be expensive for an organization: The average cost
of a three-year assignment abroad is 13 million." In addition, concerns about the employee's
and/or family safety can diminish productivity and cause stress. Consequently, employers need to
communicate with—and provide the needed support for—expatriates about their safety to ensure
that the assignment is a success.

The decision to expand globally first involves determining the appropriate strategy for
involvement in the host country. For example, the organization may decide to simply export its
goods to a foreign country; this might require very limited presence on the part of domestic
employees. The organization might also decide to subcontract or license certain goods and services
to a foreign partner. On a slightly more involved scale, a joint venture might be undertaken
abroad with a foreign partner. Finally, the organization could decide to establish a significant pres-
ence abroad by setting up operations in the form of a foreign branch office or subsidiary.
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Assessing Culture

Several factors will influence the level of involvement an organization might choose in its foreign
operations. Economic, market, social, and political conditions will certainly play a significant role
in any decision to go abroad. A larger issue might be the culture of the host country and how it
compares to the national culture of the organization's home. National cultures differ on a variety
of dimensions, and many global undertakings fail because of a lack of understanding or apprecia-
tion of cultural differences.

One of the most popular models of cultural differences among countries was developed by
Hofstede, who explained cultural differences along four dimensions.® The first dimension is the
extent to which a society emphasizes individualism or collectivism. Individualisic societies value
the development of and focus on the individual; collectivistic societies value togetherness, har-
‘mony, belongingness, and loyalty to others. The second dimension is power distance. This dimen-
sion looks at the extent to which a society is hierarchical, with an unequal distribution of power
among its members, as opposed to one where there are few distinctions and power is more evenly
distributed among individuals. The third dimension s uncertainty avoidance, which refers to the
extent to which the society feels comfortable with ambiguity and values and encourages risk




