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Case Study 5.1: Internationalization and Cross-cultural Expansion of a
Local Manufacturer: Barden (US) and FAG (Germany)

‘The experiences of Barden, a precision ball-bearing manufacturer based in Danbury, Connecticut, illustrate how
workforce planning has become a global activity even for a local firm. In the late 19805, Barden had an opportunity to
significantly increase its business. In order to achieve this, it needed ta)increase its hourly labor force by about 125
employees over the next year. However, the local Danbury labor market was experiencing unprecedented low
unemployment. The human resource department thought they could find enough new employees, but indicated they
would have to be very creative (for example, by using bonuses fo current employees for successful referrals, open
houses to recruit applicants, ete.) and, importantly, by recruiting recent immigrants whose English was likely to be
very poor.

In the past, Barden had found that, for example, Portuguese immigrants became very reliable, long-term
employees. Barden had used a “buddy” system to lielp new employees learn their jobs and to acquire an adequate
“Barden” work vocabulary. But it was clear that this would be inadequate to prepare—in a short period of time—the
large new group of potential employees that had been identificd. It turned out that there were a significant number of
bright recent immigrants from a large and-diverse number of countries (e.g., Laos, Cambodia, Brazil, Colombia, the
Dominican Republic, Guatemala, Chile, Lebanon, Pakistan, Thailand, and Yemen), but who spoke little or no English.

To become functioning, qualified Barden employees, neweomers would have to master the basic “Barden”
vocabulary and be able to look-up standard operating procedures as well as material safety data sheets, and master
basic shop mathematics, measurement processes, and blucprint reading. This was a major challenge for the
immigrants, even though many of them, it was discovered, had received surprisingly good educations back in their
home countries. In ordef to teach these new employees enough English to pay their way, a language training firm,
Berlitz, was retained to develop a special, intensive course in cooperation with Barden’s training unit. In a fairly short
period of time six groups of cight new employees were taught through this special program. All the students were put
on the payraliwhile they met with a Berlitz instructor for four hours a day for 15 consecutive workdays during work
hours.

‘The program had a number of effects, beyond enabling Barden to fill its employment needs to meet its new
corporate growth strategy and to integrate this veritable United Nations group into its workforce. The confidence
level of the students soared as they used their new language abilitics. Barden's supervisors were impressed—and
gained some new cross-cultural awareness and competence as well (which came in handy over the nex{ decade as
Barden became an international company). And the word spread to the community with the psitive result of
attracting new high-quality recruits.

In 1991, Barden became affiliated with FAG, a German company in Schweinfelt, Germany,-and Stratford, Canada,
and later developed subsidiaries in the UK, as well. Today, Barden/FAG is recognized as the industry leader in the
manufacture of ball-bearings to super-precise/super-critical tolerances, for machine tools-and special machinery and
equipment in the acrospace, automative, and medical industries. And their success has-been recognized as deriving, at
least in a major way, from their diverse and multicultural workforce.

Sources: Schuler, R S. and Walker, . W. (1990). Human resource strategy: Focusing on issues and actions.
Organizational Dynamics, summer, 4-20; updated 2014 at: www bardenbearings.com.

Discussion Questions

1 Are immigrants a good source of workers to fill vacant positions? What are some of the barriers to employing
immigrants? Are immigrants always welcomed by every country to fill job vacancies?

2 Do current global demographics accommodate or require the hiring of foreign immigrants? Should a
consideration for foreign immigrants be part of every firm's workforce strategy? How do host-country and
third-country hires relate to the hiring of immigrants?
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Case Study 11.1: Compensation Problems with a Global Workforce
(Global, Thailand, Philippines, Japan, Bolivia)

Expanding the international workforce to include non-parent-country employees has brought increased capabilities
and decreased costs—along with a new set of compensation problems. For example, the director of international HR
for a large multinational IT company faced just such a dilemma:

It seems as though our international compensation program has gotten out of hand. 1 have parent-country expatriates, third-
country nationals, and inpatriates yelling at me about their allowanges. [In addition] headquarters is yelling at me because the
costs are too high. Quite frankly, I can’t seem to get any answers from our consultant about how to handle compensation for
such a global workforce, and no one else in the industry seems fo know how to approach the problem, either,

‘This IT multinational has 40 highly paid US expatrites working as field engincers and marketing managers in 14
countries. But it also has foreign national employees from the Philippines, Japan, and Bolivia working alongside the
US employees in eight locations worldwide. And, finally, it has foreign nationals from Thailand and the Philippines
working with US nationals at the organization’s headquarters. In all cases, it is the firm’s poliey to send such
employees out on forcign assignments for less than five years and then return them to their home countries. An
example of the types of complaints that were being reccived from the expats involves the following problem
concerning inpatriate employees working at headquarters.

‘The firm has a field engineer from the Philippines who's carning the equivalent of US$35,000 in Manila. It has
another field engincer from Thailand who's carning the equivalent of US$40,000 in Bangkok. And they've both been
relocated to headquarters and are working side by side with American field engineers who earn $80,000 for the same
job. Not only do they work side by side, but they live near cach other, shop at the same stores, and cat at the same
restaurants. The problem that THR has is that it's spending a lot of money on cost-of-living adjustment data for expats
from twa different home countrics, both going to headquarters, and yet their current standard of living is the same,
and the same'ss that of their local peers. They're angry because their allowances don’t reflect how they live in the
headquarters’ country. Their allowances also don't reflect how they lived in their home countries, either.

So what we have are two employees, one carning $35,000 and the other earning $40,000 (plus cost-of-living
adjustments), working and living side by side with headquarters’ counterparts who are earning $50,000. The Solution
that most companics have tried is to simply raise the foreign nationals’ salaries to the $80,000 level, thereby ereating a
host-country pay system for a home-country employee.

Unfortunately, there’s nothing more pathetic than the tears of your foreign nationals when it's time fo return home,
and you have to tell them you're cutting their salary to the pre-headquarters” assignment level, What you are looking
for is a pay system that will compensate your foreign nationals either by pay or by provided bencfits [including, e.g.,
housing and local transportation], in a consistent, fair and equitable manner, and will allow, you to repatriate them
‘with minimal trauma.

Source: adapted and updated (2014) from Crandall, L. P. and Phelps, M. L. (1991)- Pay for a global work force.
Personnel Journal, February, 28, 30.

Discussion Questions

1 What would you do if you were the IHR manager?
2 What kind of global compensation policy would deal effectively with this sort of problem?

Notes




