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Chapter 12
HRM – An international dimension
Four Key Debates
The universalist and contextual paradigms in HRM
Two different paradigms have been classified:
· the universalist paradigm
· the contextual paradigm
The universalist paradigm. 
Dominant in most textbooks, universities, and business schools, especially in the USA. 
A 'scientific' approach. - aim is to discover universally applicable laws.
Paradigm assumes that the purpose of the study of this area of the social sciences, HRM, and, in particular, SHRM, is to improve the way that organizations strategically manage human resources
SHRM is ‘the pattern of planned human resource deployments and activities intended to enable a firm to achieve its goals.
The research base centers mostly on a small number of private-sector leading edge' exemplars of 'good practice' - often large multinationals.
The contextual paradigm. 
This paradigm is specific, and looks not for universal laws but for an overall understanding of what is contextually unique and why. 
Focuses on understanding what is different between and within HRM in various contexts and what the causes of those differences are. 
The research mechanisms used are inductive. Theory is drawn from an accumulation of data collected or gathered in a less directed manner than would be the case under the Universalist paradigm. 
There is an assumption that if things are important, they should be studied, even if testable prediction is not possible or the resultant data are complex and unclear. The policies and practices of the 'leading edge' companies, are of less interest to researchers in the contextual tradition than is the identification of the way labour markets work and what the more typical organizations are doing. 
This paradigm emphasises external factors as well as the actions of management within an organization. 
It explores the importance of such factors as culture, ownership, structures, labour markets, the role of the state, and trade-union organisation as aspects of the subject rather than as external influences upon it.

Comparative and International FIRM
Within the organisational literature, HRM is one of the areas where organisations are most likely to maintain a 'national flavour’ and is the point at which business and national cultures have the sharpest interface
How do organisations operating internationally handle these differences?
Organisations have to adapt some and practices to local institutional contexts
The company may have more scope in dealing with cultural differences: it does not have to hire 'typical' people from the country and can seek employees who are closer to its own attitudes, it can undertake socialisation and training, and it can dismiss people who do not share its philosophy. 
Multinational corporations’ (MNCs) room for manoeuvre may be limited: cultures are deep-seated and might be hard to lease out. 
Comparative and International HRM are beginning to overlap
Cultural and institutional explanations of differences in HRM
Why are there differences between countries that seem to persist over time?
There are two competing sets of explanations: the cultural and the institutional
The 'culturalist' school includes many different approaches, but they have in common the notion that it is not possible to depart radically from established rules and norms. They see culture as shared by individuals as a means of conferring meaning on, and adding sense to, social interactions. The national culture provides a persistent boundary, horizon or 'segment' to the life of individuals, which enables them to make sense of their world. 
Many different researchers have found geographically based - usually national - differences in deep-seated values about what is good or bad, honest or dishonest, fair or unfair, etc.16 These perceptions affect the way people - especially, perhaps, managers - In a country view the world. 
HRM is concerned with interactions between people at different hierarchical levels within an organisation, so these cultural differences will inevitably be reflected in differences in the way organisations manage people.
The institutional perspective assumes that the institutions of a society are what keeps the society distinctive. 
Social arrangements in a nation are always distinct; many of the institutions are likely to shape the social construction of an organisation. 
The wealth of a society, the general and vocational education system, employment legislation, and the amount of informal working in an economy will all impact on the way that organisations can conduct HRM.
Perhaps neither an exclusively culturalist nor an exclusively 'institutional approach can be entirely satisfactory.
Convergence and divergence in HRM
A key issue concerns the question of whether the differences in the way that organisations manage people in different societies are being reduced as globalisation increases.
As policies of market deregulation are loosening state control are spreading from the USA to the rest of the world firms everywhere move towards US HRM. 
Another possibility is that different regional models of HRM may be created so that powerful economic groupings – i.e. European Union- may develop their own models of HRM.
There are other theoretical possibility one is that organisations are so locked in their respective national institutional settings that no common model is likely to emerge for the foreseeable future.
Non-convergence’: no one seems to be arguing that countries are becoming even more dissimilar.
Recent research has drawn a distinction between directional convergence (where the same trends are visible in different nations, but they may not be getting more alike) and final convergence (where the countries are actually becoming more similar).
There is no sign of countries becoming more alike in the that they manage their human resources.
IHRM: What is special about 'international'?
A comprehensive understanding of global operations would also incorporate learning from international family business units, overseas networks of entrepreneurs, and, even, illegal gangs, all of which have learned how to operate globally.
Assessment is needed of what the term 'IHRM' means, how to conceptualise it, and what areas and activities it includes.
IHRM originally consisted of three major clusters of inquiry:
· The international transfer of staff, specifically focused on expatriation
· The conduct of people management in companies operating internationally, most typically in multinational organisations
· Comparisons of HRM policies and practices across different countries.
The majority of studies in the area have traditionally focused on expatriation: cross-border assignments of employees, lasting for a significant period of time. 
Expatriates are among the most expensive human resources in any internationally operating organisation and they are almost invariably in crucial positions for the organization.
IHRM covers a far broader spectrum than the management of expatriates. It involves the worldwide management of people. Several researchers have proposed detailed models of how IHRM fits into the overall globalisation strategy of organizations. 
Adler and Ghadar suggest that organisations need to follow very different IHRM policies and practices,
The relevant stage of international corporate evoiurton, which they identify as domestic, international, multinational, and global they outline how organisations could adapt their HRM approaches and practices to fit the external environment ID which the firm operates, and its strategic intent. Some have criticised these categories on the grounds that:
· They imply a development from earlier to later categories, which may not be the case
· They imply, without evidence, that the earlier stages are less appropriate or effective
· They give equal weight to the various categories, when in practice the vast majority of organisations are clearly ethnocentric.
Schuler, Dowling, and De Cieri offer integrative framework for the study and understanding of strategic international human resource management - SIHRM that goes beyond theories of SHRM.
A framework linking SIHRM orientations and activities to the strategic components of multinational enterprises (MNEs).41 The framework comprises inter-unit linkages and internal operations.
The authors argue that the key determinant of effectiveness for MNEs is the extent to which their various operating units across the world are differentiated and, at the same time, integrated, controlled, and coordinated. 
 Most organisations require an element of both, but where global integration and coordination are important, subsidiaries need to be globally integrated with other parts of the organisation and strategically coordinated by the parent.
HRM practices that are, as far as possible, common across the organisation will be appropriate
Evidence of different solutions adopted by MNEs to the problem of tension between differentiation and integration - otherwise termed the 'global versus local’ - dilemma, results from the influence of a wide variety of exogenous and endogenous (external and internal) factors. Exogenous factors include:
· Industry characteristics,
· The nature of competitors, and the extent of change
· Country and regional characteristics,
Endogenous factors include:
· The structure of international operations
· The international orientation of the organisation’s headquarters
· The competitive strategy being used
· The MNE's experience in managing international operations.
	Aspect of the enterprise
	Orientation

	
	Ethnocentric
	Polycentric
	Regiocentric
	Geocentric

	Standard setting, evaluation, and control
	By home country headquarters (HQ)
	By local subsidiary management
	Coordination across countries in the region
	Global as well as local standards and control

	Communication and coordination
	From HQ to local subsidiary
	Little among subsidiaries, little between subsidiary and HQ
	Little between subsidiary and HQ, medium to high among subsidiaries in region
	Totally connected network of subsidiaries and subsidiaries with

	Staffing
	Home country managers
	Host country managers
	Managers may come from nations within region
	



The drivers of global HRM 
The drivers of GHRM are as follows:
Efficiency.
 Involves the outsourcing of business processes and a high degree of centralisation.
The organisations involved here focus on shared service centres, centres of excellence, and E-HR as the key delivery mechanisms for global HRM. 
The extensive ramifications of global HRM restructuring will have a significant effect on the roles and career paths of HR professionals. Has clear implications in terms of the level of expertise sought at selection and the amount of training the organisation gives.
Global provision. 
Comprises two key elements:
· building a global presence
· e-enabling management.
From the international HRM viewpoint, one of the outcomes of e-enabling HRM is that local HRM specialists, line managers, and, even, employees around the globe can access the same material.
The electronic capability tends to swing the HRM pendulum in the direction of centralisation and integration. 
Information exchange and organizational learning. 
These also comprise two key elements:
· knowledge transfer and management, 
· forging of strategic partnerships
Information-technology specialists have driven much of the knowledge-management debate. 
Capturing and sharing explicit knowledge puts pressure on company intranets and on the technology
Forging strategic partnerships is a second important factor related to the issue of information exchange and organisational learning. 
Core business process convergence. 
Involves the HRM response to the creation of core business processes and the movement away from country-based operations towards business-line driven organisations. 
Convergence around core business processes is not automatically associated with centralisation. 
The HR function does more than just respond to this phenomenon and is often a key part of the reorientation of the strategy.
Localisation. 
Not many firms seem to be incorporating the option of decentralisation into their strategic-driver recipe.. 
The ramifications of such a policy for HRM are extensive. HRM has to decentralise too
The enablers of global HRM
Then enablers of global HRM are as follows:
HRM Affordability
About the need to deliver global business strategies in the most cost effective manner possible
As cross-national organisations have to be increasingly aware of their competitive position and insure that they reduce their costs to a minimum consistent with organisational efficiency, They examine both the people employed and the activities they undertake.
Has led to a redeployment of activities from higher-cost countries to lower-cost ones, especially those where there is a well-educated population.
Central HRM philosophy. 
Consists of two elements: 
· centralisation of HRM decision making 
· industry-wide convergence of HRM practice. 
The transfer and mutual learning from potentially very varied global practice is critically important. 
For many organisations, the centralisation of HRM decision making and industry-wide convergence clashes with the requirement to be aware of differences between countries. 
The aim of many organisations is to adopt the best from around the world whilst operating a decentralised and distributive approach to global best practice. 
The line between standardisation and centralisation is blurred. 
It is not uncommon for the people managing HRM at the centre of the MNE to argue that they are doing the first, whilst people in the subsidiaries see only the second.
E-enabled HR and knowledge transfer. 
This is increasingly a critical component in terms of 1HRM positioning.
The HRM department's role as knowledge-management champion has three key elements: 
· capitalising on the e-enablement of HRM, 
· the pursuit of knowledge transfer and management, 
· the building of a global HRM presence. 
Organisations are spending billions of dollars on e-enabled HRM 
The ability for any HRM specialist anywhere in the world to access data, for example, on employees who are expert in certain subjects, to contact them in real time, and to enable the organisation to draw on that expertise, has improved efficiency considerably.



International transfers
All international organisations struggle with the problems created by the fill and manage important assign- that may not be in the home country. Organisations usually choose expatriates, also known as  parent-country nationals to fill these key positions, 
These positions are important to the success of the organization. These people involved are invariably expensive to service, perhaps costing three or four times as much as a similar posting at home and often far more than a local appointment would cost. 
Assignments in the overseas subsidiaries are rarely other than a very small proportion of the overall organisational staffing. 
Smaller and younger organisations face a different situation, but one that can lead to the same problem: how to decide which assignments to localise and which to fill with expatriates.
Organisations often handle key international assignments as unique events.
Very often the 'one-off' approach arises because, except in the very largest organisations, there is no coherent framework on which to base decisions.
Managers often take such decisions in the corridor or at a social gathering as the result of one manager 'knowing' someone who could fill their one vacancy.
An organisation might undertake international assignments for a variety of reasons:
· To enhance the control of the centre
· To underline the importance of the country to the local government
· To provide skills not existing in that geographical location
· To provide opportunities for manage-ment development
· To internationalise the management team.
There is evidence that there are variations between firms in the use of expatriates, based on size, organisational age, and nationality. 
A developing strand of the literature discusses expatriation in terms of knowledge transfer: the ability of the organisation to move information and understanding from one country to another.
International transfers: Cheaper and/or better
Two approaches to international transfers:
· Doing it more cheaply. - alternatives to expatriation.
· Doing it more effectively - managing the expatriate cycle better in order to get better quality results.
Expatriation is always expensive. Expatriates tend to be paid more than other staff, even at the same level; they get substantially more benefits.
Expatriates themselves are getting awe streetwise about their employability. They know that good expatriates are in short supply and intend to negotiate a good deal. The result is that the standard deal of a set package for a set job in a set location is being replaced by the kind of negotiation that goes on elsewhere.
increasingly, international organisations are employing expatriates on local terms and conditions.

There is increasing interest in the use of third country nationals – internationals who are not from either headquarters or the host country.
They have some advantages:
· Their use reduces the criticism of the organization as ethnocentric
· Empahsise organisations commitment to developing  and using talent everywhere
· Are much cheaper
· Have a different cultural awareness
Many international workers are not expatriates. They are the short-term assignees, international commuters, frequent flyers and international project teams
These employees share the same stresses as expatriates, particular in respect of their social lives and family pressures yet they never move their homes or get many of the benefits of expatriation.
Organisations recruit some people specifically for short-term assignments and some are sent from within the existing home-country labour force.
The main reasons for short-term assignments are skills transfer and management development, so managerial control is not as important as it is for long-term international assignments. 
The main advantages of project assignments are - flexibility, simplicity, and cost-effectiveness. 
Goals for short assignments are easier to set and evaluate than those for longer assignments.
The international commuter phenomenon is becoming more widespread.
Many more people, throughout the world, travel frequently: visiting company operations or customers in other countries for a few hours or days on a regular basis.
These trips are unmonitored from any central source, agreement to such trips being the prerogative of the line manager.  Effect is that the organisation has no overall idea of how much it spends on such frequent flyers - and no idea of the benefits.
Some have argued that the development of information and communication technology (ICT) will render both international transfers and international travel redundant 
The future will see more video-conferencing and more use of e-mail etc Face-to-face meetings are more effective.
Recognition that the social side of management is critical to success
International travel by sellers makes a lot of sense. It is well-known that teamwork is better fostered by meetings than by even the best video-conferencing.
The cheapest option, of course, is usually the employment of local people. There is a strong case to be made that the reason that the employment of local people is so rare in management circles is less to do with internationalizing the management team than with the remnants of colonialism or racial assumptions of superiority.
Seems that international assignments are usually seen as little more than an interlude away from headquarters. International experience is discounted - most organisations fail to release the capabilities and expertise of their local employees.
‘Doing it more effectively’ at each stage of the cycle will lead to greater cost-effectiveness overall.
Selection. 
Research into the selection of expatriates has generally focused on the more ‘visible’ aspects of these issues, 
Researchers have found that technical expertise and domestic track record are by far the two dominant selection criteria.
Recent research into recruitment systems indi¬cates that these criteria are constructs of international HR departments: decisions on expatriation are taken by line managers (who often simply ignore the criteria)
Training and development programmes.
…..
Adjustment. 
There have been a number of studies into the issues of expatriate adjustment.
Those who study adaptation have been moving away from the most widely used 'three-factor' approach that tries to distinguish between the overlapping area of work, interaction, and general adjustment.
Pay and rewards. 
Critical components in ensuring maximum return from human resources throughout the whole international organisation  - as 'technical' issues related to tax and pension regimes, they have tended to be the domain of consultants rather than researchers,
Differences in international rewards are seen as a consequence not just of cultural differences, but also of differences in institutional influences, national business systems, and the role and competence of managers in the sphere of HRM
Performance measurement and management. 
The whole question of performance measurement and management in multinational companies involves a complex range of issues. 
Research to date suggests that rigorous performance-appraisal systems for expatriates are far from universal. Surprising, given the high costs of expatriate underperformance and the growing tendency to see expatriates as key human assets.
Repatriation. 
The repatriation of expatriates has been identified as a major problem for multinational companies and has only recently begun to be seriously researched.
Problem has become more acute in recent years because expansion of foreign operations took place at the same time as the rationalisation of HQ operations.
Growing recognition that where managers see companies dealing unsympathetically with the problems expatriates face on re-entry, managers will be more reluctant to accept the offer of international assignments.
 It has been reported that a quarter or even a third of expatriates leave their company within 12 months of repatriation. Accepted that the costs of expatriate turnover are considerable, very few firms have effective repatriation programmes.
Strategy and attention to detail
Many international organisations struggle with the issues of which elements of their HR policies and practices they can centralize and which they can decentralize. 
Literature shows an ongoing debate about the extent to which MNEs bring new HRM practices into a country, in comparison to the extent to which they adapt their own practices to those of the local environment.
There is always an interplay between the two, and both factors apply to some degree.
Research into IHRM has tended to focus on expatriation and, even more narrowly, on the pay and conditions of expatriates.
When MNEs ask themselves the following basic questions, they will be able to improve the way in which they manage their human resources internationally:
· [bookmark: _GoBack]What kind of people do we need working for us in these locations?
· How do we ensure that we get the best people in the most cost-effective manner?
· How do we ensure that we monitor their performance and unlock their potentialities as fully as possible?
· In this particular context, would that involve the international transfer of people?
· If so, what is the best mechanism for making that effective?
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