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The External Environment

-The subsidiaries of multinational enterprises are located within different
countries

-Countries vary in the environment they present to the MNE subsidiary

—-Customers, Competitors, Suppliers, Workforce differ across countries
and affect the subsidiary activities of the MNE
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Internal Network

-Headquarters and subsidiaries form an intraorganizational network
-Headquarters is linked to the different subsidiaries

-Subsidiaries may or may not be linked to each other
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The Multinational Enterprise at
Headquarters

-CEO of the company

-Various business units (BU) - each responsible for a product or service
line

—-Each BU is lead by a global business unit CEO

-Regional country heads oversee country activities
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Headquarters Tasks

-Governs all activities worldwide

-Interactions with investors of the company and other major
stakeholders

-Coordinates the interaction and collaboration between country
subsidiaries
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Headquarters' objective is to

- monitor performance of country units

- decide in which subsidiary to invest further / in which subsidiary to
decrease investment

- promote cooperation as well as competition between country units
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Leadership vs Management
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Leadership vs Management

Leaders Managers

Create

Originate

Develop

Inspire trust

Think long-term

Ask what and why
Watch the horizon
Challenge the status quo
Do the right things

Implement

Copy

Maintain

Control

Think short-term

Ask how and when
Watch the bottom line
Accept the status quo
Do things right
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Leadership vs Management

« Leaders: Top executives who envision, initiate or sponsor strategic,
transformational change

« Creating a vision, inspiring people

+ Managers: Functional specialists who carry forward and build support
for the vision

« Translating the vision into agendas and actions

« The challenges of leaders and managers are different but
complementary. Organizations need both strong leadership and
strong management for optimal effectiveness. While a good leader
may tell the organization where to go, it still takes good managers to
ensure they get there in one piece.
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Transactional vs.
Transformational Leadership

Transformational Leadership:
+ Emotional approach

Valies! « Leadership via inspiration, vision,
Emotions, charisma

Meaning + Transformation of subordinates’

- S

Transactional Leadership:
Goals, Results, Exchange

+ Rational approach
« Leadership based on exchange
relationship, via goal setting
« Transactions based on
subordinates’ goal achievement
N
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Transactional Leadership

Management by exception:
« Intervene actively/passively when corrective action is necessary.

Contingent reward:

« Define, and agree on, specific, measurable, attainable, realistic and
fimely goals (smart goals) with employees

Make clear what employees can expect to receive when goals are
achieved

Ensure that the work environment promotes employees’ goal
achievement

Systematically appraise employees’ performance and provide
developmental feedback

Reward goal achievement, and penalize failure




image16.png
Transformational Leadership

Idealized Influence:

+ The leader acts as a role model and is able to build excitement,
enthusiasm, respect, trust, and identification through charisma.

Inspirational motivation:

« The leader moves followers at an emotional level by providing a
captivating vision, thereby stimulating their personal involvement.

Intellectual stimulation:

« The leader is able to bring in and stimulate new ideas that improve
followers’ understanding, their perception of problems, and their ability
to solve them.

Individualized consideration:

« The leader supports individual followers' efforts and acts as a coach
and mentor, stimulating followers' personal development.
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The two types of vi

Winning
the Princess

Slaying
the Dragon

= Development, delimitation, and
definition of the vision

= Inspiring communication of the
opportunities

= Strengthening trust in collective
competence

= Definition and interpretation of
a threat

* Realistic communication of the
threat

= Strengthening the trust in
collective competence
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The Target Setting Process

On basis of the vision develop targets, from which all targets in the global
organization will be derived.

-Processes
-Customer

-Financial
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Targets are selectively distributed
to country heads

-Some targets are omitted due to subsidiary specialization (some targets
are irrelevant for some subsidiaries and more relevant for others)

-Target values are adjusted based on what the country unit can (or
should) accomplish

-Country unit heads are made personally responsible for the targets of
their country unit
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The Target Setting Process
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HQ manages country units
between control and autonomy

Control: Country unit heads decide how to pass their targets on to lower
management levels

-Headquarters can suggest how targets are broken down further
-This allows transparency to the lowest unit and employee level

-Performance data can then be accumulated from the very local bottom
to the very top in the global organization
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Disadvantages of tight control

-Target setting is very time intensive and difficult to implement
-Different country contexts are hard to consider

-Performance Indicators are calculated differently across countries and
central guidelines may lead to duplicate effort for calculation

-Country units are too different to create meaningful targets for all
employees globally centrally at headquarters

-Management always underlies cultural assumptions
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IHRM Strategy Formulation

» Central trade-off pits pressures for centralization against the need for
decentralization
+ Centralization is very similar to the notion of integration
+ Decentralization is similar to the notion of local responsiveness
Convergence

* Use of parent-company policies and procedures throughout a firm’s
global operations

Divergence
« Cultural and institutional differences play a role in the matter
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Integration

Autonomous

Each subsidiary has the freedom to
develop and implement its own IHRM
policies and practices that support local
rules and conditions

Local Responsiveness >

US
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2

SIHRM Orientations — Adaptive

(Autonomous)

Top management attempts to create subsidiary HRM systems adapted to
the local environment (low internal consistency with the rest of the firm
and high external consistency with the environment)

Generally copying the locally prevalent HRM systems and practices

Almost no transfer of HR philosophy or policies between different country
subsidiaries
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SIHRM Orientations: Exportive
(Receptive)

Top management prefers a whole scale transfer of the HRM system to its
country subsidiaries (high internal consistency and low external
consistency)

Subsidiary HRM systems are very similar

Includes all HRM functions, not just staffing
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31

SIHRM Orientations: Integrative
(Active)

Top management attempts to take “the best” approaches wherever they
may come from and use them throughout (the global) organization in the
creation of a world-wide system

Combines elements of Home Country HRM system and systems of
subsidiaries (high internal consistency and moderate external
consistency)

Transfer of HRM practices across a wide range of combinations of units
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Cultural Assumptions 1

Rationality in Decision Processes

-Problems can be solved through systematic, objective analysis and
decision making.

-Data is reliable and objective, and capable of being analyzed
scientifically

-Data are accurately and promptly recorded, and readily available to
each individual who needs it to discharge his/her duties effectively

-Frank and open—and rational—discussion will occur about the utility of
alternative courses of action open to the corporation
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Cultural Assumptions 2

Timely Implementation through the Reward-Seeking Individual

-Individuals are goal directed, with the goals being the extrinsic rewards
available through the management system

-There are no “Alternative sources of rewards”, in which social rewards,
non-job rewards, and culturally-modified values substitute for traditional
rewards

-Timely action is crucial, and adhering to deadlines and schedules is
natural
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Cultural Assumptions 3

The Individual as Agent of the Organization
~The individual acts as an agent (in the pure interest) of the corporation;
sthe subjugates personal feelings in favor of the interests of the
‘corporation.

~Facts are reported to headquarters without personal bias

~The management system of the corporation takes priority over personal
desires and preferences of the individual

*US culture

~Monitoring progress and evaluating accomplishments is normal and an
‘ongoing process, intended for continual improvements.
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Therefore leaders should
anticipate that

Differences exist below the surfaces

2. Problems with strategic management of people will be particularly
pronounced in areas that are subject to interpretation and
manipulation: (That s All)

3. Identify inconsistencies among elements of the planning data or
process

4. Discuss topics with a trusted person who is familiar with both
cultures

ividuals

5. Seek organizational learing and adaptation in retur for from
intercultural differences
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Implications

+How can management of a global organization maneuver between
being functional (integrating multiple country units) and considering
cultural differences?

+What do MNES do to avoid cultural clashes?

- Selection and distribution of employees (e.g. foreign
educated; Expatriation of home nationals)

- Exporting cultural (business) values through education
- Instil a competitive pressure to adapt behavior
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Summary

~Multinational Enterprise is part of a diverse external network in each
country

~Different Customer preferences, availabilty of suppliers, governmental
regulation and workforce may require the subsidiary to behave differently
‘across countries.

~Inside, the MNE forms an internal network through Headquarters and
Subsidiaries

~Leadership can be categorized as Transformational or Transactional

~MNES have to decide how to manage their subsidiaries, between
‘autonomy and control
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What is Strategic Human
Resource Management?

In line with changing definition of the practice of managing a workforce

A transition from “Personnel Management”- ie primarily a support
function

To a paradigm of “Human Resource Management” where the workforce
is seen as an asset

Strategic HRM: Thinking of management of human resources as
potential source of competitive advantage

It is claimed increasingly more added value is generated from the
knowledge and skills of a firm’s workforce in the “knowledge economy”
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What is Strategic Human
Resource Management?

This shift has been shaped by following consideration:

1. The belief that it is human capability and commitment which
distinguishes successful organizations from the rest.

HRM is of strategic importance for organizational performance

Commitment can be increased by integrating management action on
recruitment, selection, communication, training, reward,
development, restructuring and job design as well as managing
organizational culture.
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Hard and Soft HRM

Hard HRM adopts an approach described as ‘utilitarian
instrumentalism’ (connection with Weber’s instrumental rationality). It
considers human resources primarily as costs.

Soft HRM lays its emphasis upon ‘developmental humanism’. It
considers employees as valued asset.
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What determines success of
MNEs?

Two dominant theories have been used to explain success of
Multinational Enterprises:

External success factors

Internal success factors
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The External and Internal Network of the
Multinational Enterprise
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