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FOREWORD

Since its establishment in 1976, Acharya Nagarjuna University has been forging
ahead in the path of progress and dynamism, offering a variety of courses and research
contributions. I am extremely happy that by gaining ‘4’ grade from the NAAC in the year
2016, Acharya Nagarjuna University is offering educational opportunities at the UG, PG
levels apart from research degrees to students from over 443 affiliated colleges spread
over the two districts of Guntur and Prakasam.

The University has also started the Centre for Distance Education in 2003-04 with
the aim of taking higher education to the door step of all the sectors of the society. The
centre will be a great help to those who cannot join in colleges, those who cannot
afford the exorbitant fees as regular students, and even to housewives desirous of
pursuing higher studies. Acharya Nagarjuna University has started offering B.A., and
B.Com courses at the Degree level and M.A., M.Com., M.Sc., M.B.A., and L.L.M., courses
at the PG level from the academic year 2003-2004 onwards.

To facilitate easier understanding by students studying through the distance mode,
these self-instruction materials have been prepared by eminent and experienced teachers.
The lessons have been drafted with great care and expertise in the stipulated time by these
teachers. Constructive ideas and scholarly suggestions are welcome from students and
teachers involved respectively. Such ideas will be incorporated for the greater efficacy
ofthis distance mode of education. For clarification of doubts and feedback, weekly classes
and contact classes will be arranged at the UG and PG levels respectively.

It is my aim that students getting higher education through the Centre for Distance
Education should improve their qualification, have better employment opportunities
andin turn be part of country’s progress. It is my fond desire that in the years to come, the
Centre for Distance Education will go from strength to strength in the form of new
courses and by catering to larger number of people. My congratulations to all the
Directors, Academic Coordinators, Editors and Lesson- writers of the Centre who have
helped in these endeavors.

Prof. Raja Sekhar Patteti
Vice-Chancellor

Acharya Nagarjuna University
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LESSON- 1
INTRODUCTION TO IHRM
Learning Objectives
v To study the Objectives of IHRM
v" To Know he Model of IHRM
v" To Analyse the Reasons for the Companies to go Global
v To learn Approaches to IHRM

Structure

1.1 Introduction to IHRM

1.2 Global HRM

1.3 Objectives of Global HRM

1.4 Types of International Employee
1.4.1 Parent Country Nationals (PCNSs)
1.4.1 Parent Country Nationals (PCNSs)
1.4.2 Host Country Nationals (HCNs
1.4.3 Third Country Nationals (TCNSs)
1.5 Model of International HRM

1.6 Approaches to IHRM

1.7 Drivers of the Globalization

1.8 Reasons for the Companies to go Global
1.9 Summary

1.10 Keywords

1.11 Self Assessment Questions

Introduction to IHRM

Globalization is the process of international integration arising from the interchange
of world views, products, ideas, and other aspects of culture. According to the Levin Institute,
the term globalization refers to the increasing connections people, companies and states are
forming around the world. The process of forming social and economic ties across vast
distances is nothing new historically; however, technological improvements and liberal trade
agreements have increased these connections greatly in contemporary times. Advances in
transportation and telecommunications infrastructure, including the rise of the Internet, are
major factors in globalization, generating further interdependence of economic and cultural
activities. With globalization, companies moving out of political boundaries have also
enhanced the need for human resource functions to go global. In this unit, we will learn about
Global HRM, the drivers of globalization and also the variables that moderate differences
between HRM and GHRM.

1.2 Global HRM

With the advent of globalization, organizations — big or small have ceased to be local,
they have become global! This has increased the workforce diversity and cultural sensitivities
have emerged like never before. International dimensions of business and the globalization of
business have a significant impact on human resource management. All this led to the
development of Global Human Resource Management. HRM refers to those activities
undertaken by an organization to utilize its human resources effectively.
Human resource management (HRM) as a business practice comprises several processes,
which used together are supposed to achieve the theoretical goals mentioned above.
Induction and orientation) Recruitment (sometimes separated into attraction and selection)

1. Workforce planning
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These practical processes include: Personnel administration
Training and development

Skills management

Employees benefits administration

Payroll (sometimes assigned to accounting)

Travel management (sometimes assigned to accounting)
Time management

. Compensation in wage or salaries

10. Performance appraisal

11. Personnel cost planning

CoNORWN

Global HRM is the process of recruiting, allocating and effectively utilising the
human resource in multinational corporations across the national boundaries. Firms operating
in international markets face different conditions and competitions.

Multinationals are characterized by an interdependence of resources and
responsibilities across all business units regardless of national boundaries. These companies
have to cope with large flows of components, products, resources, people and information
among their subsidiaries and this demands a complex process of coordination and
cooperation involving strong cross-unit integrating devices, a strong corporate identity and a
well developed worldwide management perspective. National cultural traits also play a
critical role in the conduct of business by influencing customer preferences and the values,
beliefs and behaviour of employees. Thus, culture affects both internal and external
perspectives of management, including the cost of doing business and its results. People play
a key role in any type of business activity but their role has become very critical in the new
economy and service sector.

Even those organisations who consider themselves immune to transactions across
geographical boundaries are connected to the wider network globally. They are in one way or
the other dependent upon organisations that may even not have heard about. There is
interdependence between organisations in various areas and functions.

The preliminary function of global Human Resource Management is that the
organization carries a local appeal in the host country despite maintaining an international
feel. All HRM functions are carried out in a global context.

Example: Any multinational/international company would not like to be called as local,
however the same wants a domestic touch in the host country and there lies the challenge.

The field of Global Human Resource Management has been characterized by three
broad approaches.

1. Firstly, it emphasises cross-cultural management approach and examining human
behaviour within organisations from an international perspective.

2. Secondly, a comparative industrial relations and HRM literature seeks to describe compare
and analyse HRM systems in various countries.

3. Thirdly, to focus on aspects of HRM in multinational firms.

1.3 Objectives of Global HRM
We may therefore, enumerate the objectives of global HRM as follows:
1. Create a local appeal without compromising upon the global identity.
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2. Generating awareness of cross cultural sensitivities among managers globally and hiring of
staff across geographic boundaries.
3. Training upon cultures and sensitivities of the host country

1.3.1 Expatriates

An expatriate (commonly abbreviated expat) is a person temporarily or permanently
residing in a country and culture other than that of the person's upbringing. The word comes
from the Latin terms ex ("out of") and patria ("country, fatherland").

In its broadest sense, an expatriate is any person living in a different country from
where he is a citizen. In common usage, the term is often used in the context of professionals
sent abroad by their companies, as opposed to locally hired staff. The differentiation found in
common usage usually comes down to socio-economic factors, so skilled professionals
working in another country are described as expatriates, whereas a manual labourer who has
moved to another country to earn more money might be labelled an ‘immigrant’. There is no
set definition and usage does vary depending on context and individual preferences and
prejudices.

The term 'expatriate’ in some countries also has a legal context used for tax purposes.
An expatriate living in a country can receive a favourable tax treatment. In this context a
person can only be an expatriate if they move to a country other than their own to work with
the intent of returning to their home country within a certain period. The number of years can
vary per tax jurisdiction, but 5 years is the most commonly used maximum period. If you are
not affected by taxes 3 years is normally the maximum time spent in one country.

International corporations often have a company-wide policy and coaching system
that includes spouses at an earlier stage in the decision-making process. Not many companies
provide any compensation for loss of income of expatriate spouses, although they often do
provide other benefits and assistance. The level of support differs, ranging from offering a
job-hunting course for spouses at the new location to full service partner support structures,
run by volunteering spouses supported by the organization.

There are several advantages and disadvantages of using expatriate employees to staff
international company subsidiaries. Advantages include, permitting closer control and
coordination of international subsidiaries and providing a broader global perspective.

Disadvantages include high transfer costs, the possibility of encountering local
government restrictions, and possibly creating a problem of adaptability to foreign
environments.

HR departments often use services of relocation companies, who assist expats in moving
abroad as well as managing expat's related administrative issues such as: assignment
management, financial management and reporting to name a few.

1.4 Types of International Employees
There are three basic sources, the MNCs can tap for overseas positions:

1.4.1 Parent Country Nationals (PCNs)
PCNs are managers who are citizens of the country where the MNC is headquartered.
In fact, sometimes the term ‘headquarter’s nationals’ is also used.
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These managers are commonly called expatriates or, simply, exports, which refers to
those wholive and work away from their parent country. There are a variety of reasons for
using PCNs. Notes The most common reason was to start up operations. MNCs prefer to
have their own people launch a new venture. The second most common reason was that the
parent country people had the necessary managerial and technical expertise (Tung, 1982).

1.4.2 Host Country Nationals (HCNs)

HCNs are local managers who are hired by the MNC. There are many reasons for
hiring them at the lower or middle-level ranks. Many countries require the MNC to hire local
talent as part of opening their markets to MNCs. For example, in Brazil, two-thirds of
employees in any foreign subsidiary have to be Brazilian nationals. In India too, before
approving joint venture agreements, the government restricts the number of expatriates to be
employed, primarily to limit the foreign exchange outflow and to prepare Indian nationals to
undertake the responsibility at a future time. PCNs fill usually top positions, but this is not
always the case. For example, companies following the multi-domestic philosophy or
polycentric approach would select most positions, including top ones, from the host country,
but usually after starting the operations.

1.4.3 Third Country Nationals (TCNs)

TCNs are managers who are citizens of countries other than the one in which the
MNC is headquartered or the one in which it is assigned to work by the MNC. Tung (1991)
found that the two most important reasons that American MNCs use third country nationals
are:
1. These people have the necessary expertise,
2. They were judged to be the best ones for the job. Japanese companies usually do not hire
TCNs, while Phatak (1995) found that US companies usually prefer TCNs from Europe.
TCNs are found typically in large MNCs in advanced stages of growth. A number of
advantages are cited for using them. One is that their salary package is usually less than that
of a PCN. The knowledge of local language, like English was the reason for choosing British
managers by US companies in former British colonies like India, Jamaica, West Indies and
Kenya.
Today, a new breed of multi-lingual, multi-experienced ‘global-managers’ has emerged.
These new managers are part of a growing group of international executives who can manage
across borders and do not fit the traditional third country mould. With a unified Europe, and
North America and Asia becoming business hubs, such global managers are in great demand.

1.5 Model of International HRM

An article by Morgan (1986) on the development of international HRM presents a model of
international HRM that consists of three dimensions:

The three broad human resource activities: Procurement, allocation, and utilisation.

The three national or country categories involved in international HRM activities: The host-
country where a subsidiary may be located, the home (parent) country where the firm is
headquartered, and ‘other’ countries that may be the source of labour or finance.

The three types of employees of an international firm: Host-country Nationals (HCNSs),
Parent-country Nationals (PCNs), and Third-country Nationals (TCNSs).
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Figure 1.1: Model of International HEM
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Source: Adapted from P. V. Morgan, 1986, International Human Resource Management

1.6 Approaches to IHRM

The HRM uses four terms to describe MNCs which approaches to managing and staffing
their subsidiaries: ethnocentric, polycentric, regiocentric, and geocentric. Perlmutter
identified and claimed that. It was possible to identify among international executive three
primary attitudes ethnocentric, polycentric, and geocentric-toward building a multinational
enterprise, based on top management assumptions upon which key product, functional, an
geographical decisions were made. A fourth attitude, regiocentric was added later.

The four approaches are:

1. Ethnocentric: Few foreign subsidiaries have any autonomy; strategic decisions are made
at headquarters. Key positions at the domestic and foreign operations are held by
management personnel of headquarters. These subsidiaries are managed by expatriates from
the home country (PCNs).

2. Polycentric: The MNC treats each subsidiary as a distinct national entity with some
decisionmaking autonomy. Subsidiaries are usually managed by local nationals (HCNs) who
are seldom promoted to positions at headquarters. PCNs are rarely transferred to foreign
subsidiary operations.

3. Geocentric: The MNC takes a worldwide approach to its operations, recognising that each
part (subsidiaries and headquarters) makes a unique contribution with its unique competence.
Nationality is ignored in favour of ability.

Example: The Chief Executive Officer of the Swedish Multinationals Electrolux claims that
within this global company there is no tradition to hire managing directors from Sweden, or
locally, but to find the person best suited for the job.

4. Regiocentric: Reflects the geographic strategy and structure of the multinational. It utilizes
a wider pool of managers but in a limited way. Personnel may move outside their countries
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but only within the particular geographic region. Regional managers may not be promoted to
headquarter positions but enjoy a degree of regional autonomy in decision-making.

1.7 Drivers of the Globalization

Globalization involves the diffusion of ideas, practices and technologies. It is
something more than internationalization and universalisation. It isn’t simply modernization
or westernization. It is certainly not only the liberalisation of markets. Anthony Giddens
(1990: 64) has described globalization as ‘the intensification of worldwide social relations
which link distant localities in such a way that local happenings are shaped by events
occurring many miles away and vice versa’. This involves a change in the way we understand
geography and experience localness. As well as offering opportunity it brings with
considerable risks linked, for example, to technological change. Globalization, thus, has
powerful economic, political, cultural and social dimensions. Though several scholars place
the origins of globalization in modern times, others trace its history long before the European
age of discovery and voyages to the New World. Some even trace the origins to the third
millennium BCE. Since the beginning of the 20th century, the pace of globalization has
proceeded at an exponential rate.
In 2000, the International Monetary Fund (IMF) identified four basic aspects of globalisation:
trade and transactions, capital and investment movements, migration and movement of
people and the dissemination of knowledge.
Key drivers of globalization:
Market Drivers
Costs Drivers Notes
Technology Drivers
Government Drivers
Competitive Drivers

Market Drivers

One of the primary drivers of globalisation has been in respect to market forces,
whereby many consumer goods and services are now universally available, no matter one’s
geographic location or social setting. As a result of international marketing campaigns and
corporate brand promotions, consumer desires and lifestyles around the world are
increasingly converging.

As corporations pursue growth through globalisation, they have encountered new challenges
that impose limits to their growth and potential profits. Corporate social responsibility helps
them sustain a competitive advantage by using their social contributions to provide a
subconscious level of advertising.

The market forces aiding the process of globalisation are:

Per capita income converging among industrialised nations

Convergence of lifestyles and tastes

Organisations beginning to behave as global consumers

Increasing travel create global consumers

Growth of global and regional channels

Establishment of world brands

Push to develop global advertising

NoogokrwdPE

Globalization of markets
It refers to the merging of national markets into one huge global marketplace. Now
selling internationally is easier due to falling barriers to cross-border trade.
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A company doesn’t have to be the size of these multinational giants to facilitate and
benefit from the globalization of markets. They can offer a standard product to the worldwide
but it is not possible as there are very significant differences that exist between national
markets like consumer tastes, preferences, legal regulations, cultural systems. These
differences require that marketing strategies in order to match the conditions in a country.
Example: Wal-mart still needs to vary their products from country depending on local tastes
and preferences. McDonalds when entered into Indian market has to bring the changes in
their menu and product preparation as per the Indian people requirements.

Globalization of production

It refers to the sourcing of goods and services from locations around the world to take
advantage of national differences in the cost and quality of factors of production. The idea is
to compete more effectively offering a product with good quality and low cost.
Example: Nike is considerate one of the leading marketers of athletic shoes and apparel on
the world. The company has some overseas factories which have achieved a super production
with low cost. Unfortunately Nike has been a target of protest and persistent accusations that
its products are made in sweatshops with poor working conditions. The company has
signalled a commitment to improving working conditions, but in spite of the fact, the attacks
continue.

Falling barriers to trade and investment: The falling of barriers to international trade
enables firms to view the world as their market. The lowering of barrier to trade and
investments also allows firms to base production at the optimal location for that activity.
Thus, a firm might design a product in one country, produce a component parts in two other
countries, assemble the product in another country and then export the finished product
around the world. The lowering of trade barriers has facilitated the globalization of
production. It has also attracted the Foreign Direct Investment which is playing an increasing
role in the global economy.

Technological innovation
Technological changes have achieved advances in communication, information
processing and transportation technology, including the internet and the World.

Wide Web (www)

The most important innovation has been development in the microprocessors after
that global communications have been revolutionized by developments in satellite, optical
fibre, and wireless technologies, and now the internet and the www. The rapid growth of the
internet and the associated www is the latest expression of this development. Besides,
innovations have occurred in the field of the transportation technology.

Economic globalization

Economic globalization is the increasing economic interdependence of national
economies across the world through a rapid increase in cross-border movement of goods,
service, technology and capital. Whereas the globalisation of business is centered around the
diminution of international trade regulations as well as tariffs, taxes, and other impediments
that suppresses global trade, economic globalization is the process of increasing economic
integration between countries, leading to the emergence of a global marketplace or a single
world market. Depending on the paradigm, economic globalization can be viewed as either a
positive or a negative phenomenon.
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Economic liberalization

Economic liberalization in India is the ongoing economic reforms in India that started
in 1991. As of 2009, about 300 million people—equivalent to the entire population of the
United States have escaped extreme poverty.

Example: The development of commercial jet aircraft has reduced the time needed to get
from one location to another. Now New York is closer to Tokyo than ever. Did u know?
Economic globalization comprises the globalization of production, markets, competition,
technology, and corporations and industries. Current globalization trends can be largely
accounted for by developed economies integrating with less developed economies, by means
of foreign direct investment, the reduction of trade barriers as well as other economic reforms
and, in many cases, immigration. Measurement of economic globalization focuses on
variables such as trade, Foreign Direct Investment (FDI), portfolio investment, and income.
However, newer indices attempt to measure globalization in more general terms, including
variables related to political, social, cultural, and even environmental aspects of globalization.
Example: Chinese economic reform began to open China to the globalization in the 1980s.
Scholars find that China has attained a degree of openness that is unprecedented among large
and populous nations, with competition from foreign goods in almost every sector of the
economy. Foreign investment helped to greatly increase quality, knowledge and standards,
especially in heavy industry. China’s experience supports the assertion that globalization
greatly increases wealth for poor countries. As of 2005-2007, the Port of Shanghai holds the
title as the World’s busiest port.
e Continuing push for economies of scale
e Accelerating technological innovation
e Advances in transportation
e Emergence of newly industrialised countries with productive capability and low labour
costs
e Increasing cost of product development relative to market life

Technology Drivers

Technology has been the other principal driver of globalisation. Advances in
information technology, in particular, have dramatically transformed economic life.
Information technologies have given all sorts of individual economic actors: consumers,
investors, businesses; valuable new tools for identifying and pursuing economic
opportunities, including faster and more informed analyses of economic trends around the
world, easy transfers of assets, and collaboration with far-flung partners.

Multinational corporations develop global information systems for global data
processing and decision-making. The Internet provides a broad area of services to business
and individual users. Because the World Wide Web (WWW) can reach any Internet-
connected computer in the world, the Internet is closely related to global information
systems. A global information system is a data communication network that crosses national
boundaries to access and process data in order to achieve corporate goals and strategic
objectives.

Across companies and continents, information standards ensure desirable characteristics of
products and services such as quality, environmental friendliness, safety, reliability,
efficiency and interchangeability at an economical cost. For businesses, widespread adoption
of international standards means that suppliers can develop and offer products and services
meeting specifications that have wide international acceptance in their sectors. According to
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the International Organisation for Standardisation (ISO), businesses using their International
Standards are competitive in more markets around the world. The ISO develops standards by
organising technical committees of experts from the industrial, technical and business sectors
who have asked for the standards and which subsequently put them to use. These experts may
be joined by representatives of government agencies, testing laboratories, consumer
associations, non-governmental organisations and academic circles.

Both a product of globalization as well as a catalyst, the Internet connects computer
users around the world. From 2000 to 2009, the number of Internet users globally rose from
394 million t01.858 billion. By 2010, 22 percent of the world’s population had access to
computers with 1billion Google searches every day, 300 million Internet users reading blogs,
and 2 billion videos viewed daily on YouTube.

An online community is a virtual community that exists online and whose members
enable its existence through taking part in membership ritual. Significant socio-technical
change may have resulted from the proliferation of such Internet-based social networks.

Government Drivers

Globalisation took a big step backwards during the First World War, the Great
Depression, and the Second World War. Integration of rich countries didn’t recover to
previous levels before the 1980s.

After the Second World War, work by politicians and various governments led to the Bretton
Woods conference, an agreement by major governments to lay down the framework for
international monetary policy, commerce and finance, and the founding of several
international institutions intended to facilitate economic growth multiple rounds of trade
opening simplified and lowered trade barriers. Initially, the General Agreement on Tariffs
and Trade (GATT), led toa series of agreements to remove trade restrictions. GATT’s
successor was the World Trade.

Organisation (WTO), which created an institution to manage the trading system.
Exports nearly doubled from 8.5% of total gross world product in 1970 to 16.2% in 2001.
The approach of using global agreements to advance trade stumbled with the failure of the
Doha round of tradenegotiation. Many countries then shifted to bilateral or smaller
multilateral agreements, such as the 2011 South Korea—United States Free Trade Agreement.

Since the 1970s, aviation has become increasingly affordable to middle classes in
developed countries. Open skies policies and low-cost carriers have helped to bring
competition to the market.

In the 1990s, the growth of low cost communication networks, induced by several
governments, cut the cost of communicating between different countries. More work could be
performed using a computer without regard to location. Policy reforms eased out work in the
field of accounting, software development, and engineering design.

The forces:

1. Reduction of tariff barriers

2. Reduction of non-tariff barriers

3. Creation of blocs

4. Decline in role of governments as producers and consumers
5. Privatisation in previously state-dominated economies



\ Centre for Distance Education 1.10 Acharya Nagarjuna University ‘

6. Shift to open market economies from closed communist systems in eastern Europe
countries. Open skies policies and low-cost carriers have helped to bring competition to
the market.

7. Trade agreements, economic blocks and special trade zones

A Special Economic Zone (SEZ) is a geographical region that has economic and other
laws that are more free-market-oriented than a country’s typical or national laws.
“Nationwide” laws may be suspended inside these special zones. The category ‘SEZ’ covers
many areas, including Free.

Trade Zones (FTZ), Export Processing Zones (EPZ), Free Zones (FZ), Industrial
parks or Industrial Estates (IE), Free Ports, Urban Enterprise Zones and others. Usually the
goal of a structure is to increase foreign direct investment by foreign investors, typically an
international business or a multinational corporation (MNC). These are designated areas in
which companies are taxed very lightly or not at all in order to encourage economic activity.
Free ports have historically been endowed with favourable customs regulations, for example,
the free port of Trieste. Very often free ports constitute a part of free economic zones.

A FTZ is an area within which goods may be landed, handled, manufactured or
reconfigured, and re-exported without the intervention of the customs authorities. Only when
the goods are moved to consumers within the country in which the zone is located do they
become subject to the prevailing customs duties. Free trade zones are organised around major
seaports, international airports, and national frontiers—areas with many geographic
advantages for trade. It is a region where a group of countries has agreed to reduce or
eliminate trade barriers.

A free trade area is a trade bloc whose member countries have signed a free-trade
agreement, which eliminates tariffs, import quotas, and preferences on most (if not all) goods
and services traded between them. If people are also free to move between the countries, in
addition to freetrade area, it would also be considered an open border. The European Union,
for example, a confederation of 27 member states, provides both a free trade area and an open
border.

Qualifying Industrial Zones (QIZ) are industrial parks that house manufacturing
operations in Jordan and Egypt. They are a special free trade zones established in
collaboration with neighbouring Israel to take advantage of the free trade agreements between
the United States and Israel. Under the trade agreements with Jordan as laid down by the
United States, goods produced in QlZ-notified areas can directly access US markets without
tariff or quota restrictions, subject to certain conditions. To qualify, goods produced in these
zones must contain a small portion of Israeli input. In addition, a minimum 35% value to the
goods must be added to the finished product. The brainchild of Jordanian businessman Omar
Salah, the first QIZ was authorised by the United States Congress in 1997.

The Asia-Pacific has been described as “the most integrated trading region on the
planet” because its intra-regional trade accounts probably for as much as 50-60% of the
region’s total imports and exports. It has also extra-regional trade: consumer goods exports
such as televisions, radios, bicycles, and textiles into the United States, Europe, and Japan
fuelled the economic expansion.
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The ASEAN Free Trade Area is a trade bloc agreement by the Association of
Southeast Asian Nations supporting local manufacturing in all ASEAN countries. The AFTA
agreement was signed on 28 January 1992 in Singapore. When the AFTA agreement was
originally signed.

In the 1990s, the growth of low cost communication networks, induced by several
governments, cut the cost of communicating between different countries. More work could be
performed using a computer without regard to location. Policy reforms eased out work in the
field of accounting, software development, and engineering design.

The objectives of governments and of international organisations behind the promotion of
globalisation:

1.Free trade, peace, democracy

There’s no denying the fact that human beings who trade with one another, who allow
mutual equity stakes or financial investments to be made, have better relationships both
personally and politically. This results in avoiding or at least reducing the risk of armed
conflicts. Peace in the world becomes more secure and the developing political systems come
under increasing pressure to organise themselves in a more democratic way. It is therefore
almost immaterial whether the establishment of peace and democracy is the main objective of
the liberalisation of markets, as it is pursued by international organisations (such as IMF,
WTO) or by national governments, or whether this is “only” a desirable, more or less
automatic consequence of this process. Thus the main motive of the founders of the European
Union was reconciliation after the Second World War, since the commercial benefits of the
economic and currency union were not altogether clear before. Only later did the “Ceccini
Report” try to demonstrate in terms of opportunity cost what the consequences of not uniting
would be. They thought that at latest, when the single currency was introduced, the
unification of Europe would become irreversible, and thereby long-term peace between the
countries involved would be secured. Even the upholding of human rights and the adherence
to democratic structures can be more effectively monitored by international organisations, if
there are commercial relations between the countries concerned. If additionally, the
international conglomerates apply pressure to uphold environmental and social standards in
the manufacture of the products which they sell world-wide, then it is likely that there will be
further beneficial effects both for environmental standards and for the quality of life among
certain parts of the population.
1. Prosperity
Similarly as companies necessarily work in their own interests, so also governments
naturally attempt to create or improve conditions for their own countries and communities of
countries by increasing exports (and as little imports as possible) in order to: generate growth
in their economies and as a result increasing employment Notes
prevent or reduce unemployment
generate additional income for the population, and
Finally, to increase tax revenue

Competitive Drivers

The globalization is also affected by the competition. There are various forms of
competitive drivers. If there is a strong competition in the industry, the greater is the
possibility of the industry to globalise.
1. Continuing increases in the level of world trade
2. Increased ownership of corporations by foreign acquirers
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Rise of new competitors intent upon becoming global competitors

Growth of global networks making countries interdependent in particular industries
More companies becoming globally centred rather than nationally centered
Increased formation of global strategic alliances

ok

Other Drivers

1. Revolution in information and communication
2. Globalisation of financial markets

3. Improvements in business travel

1.8 Reasons for the Companies to go Global
The reasons to go global are as follows:
Growth

Is there anybody who would not accept that every company in the world, and equally
its shareholders, management and staff wish to grow, to increase sales, and if possible profits,
in order to secure their long-term future? The widely accepted hypothesis is after all valid
that a company which does not achieve growth and stability, is — like a plant — condemned to
death in the long-term, or to being pushed aside by increasingly powerful competitors. The
opportunities for growth within the national territory are however often limited — although
less often than is frequently believed.

The “No. 1 Position”: Size by itself, measured in absolute numbers, is usually not a
key objective for the “multinationals”, since for such companies whether they generate sales
of 30, 50 or a 100 thousand million $ is usually not material in achieving a dominant position
in the world market. Relative size is more important, i.e. the value of sales compared with
those of competitors, and in particular the objective of being the largest and strongest in the
own core market, even perhaps being “world market leader”. For example, Jiirgen Schrempp,
CEO of DaimlerChrysler is clearly pursuing with all the force at his disposal the objective of
achieving the “No. 1 position in the World Car Manufacturers’ League” (Scholtys 2002).

The objective of being or aiming to be No. 1 in the market is totally logical,
considering that in the market economy, as in sport, the motto “winner takes it all” definitely
applies: Once a product, brand or a company has become market leader, and not just in its
home country, but also in foreign markets, or even worldwide, then its position is self-
reinforcing, because that sends a message to consumers, that it must be the best product, since
“so many consumers throughout the world cannot be wrong”. This is because even in the
economy as a whole “everybody loves the winner”. In selecting the countries to which the
business is to be expanded, there is also the objective of being the First In, reflecting the
dictum: “second place is first loser”.

Following on from the fall of the Wall, the expansion into the previously closed-off
countries of Eastern Europe has once again demonstrated that the company which enters a
market first achieves what are called “first mover advantages” and becomes a synonym for a
whole range of products, which makes it possible for long-term market leadership to be
achieved.

The multiplication of superior concepts: After all the criticism which is directed
against the companies which have a world-wide business and high-profile brands (such as
COCA-COLA, McDONALD’S, GAP, STARBUCKS etc.) and which are present almost
everywhere, it is usually overlooked that such companies make use of superior marketing
concepts, which were initially exclusively employed over many years in their home markets,
and then adapted and continuously developed for use in foreign countries. The consequence
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is: Consumers simply prefer to buy the products of such manufacturers rather than those of
other mostly local producers, either because the products of the former are better in quality,
or cheaper, or more innovative, or are just in fact “more trendy”, or quite simply: because
they come from the West (mostly from the USA). It is therefore almost impossible to be
successful with some undifferentiated and possibly qualitatively inferior product against the
competition which exists in virtually all business areas in all countries of the world.
Additionally, experience has shown that it is more difficult to operate and succeed in foreign
markets than in familiar home markets. If companies wish to be successful throughout the
world, they and their products must be “top fit”. The characteristic of being superior cannot
though apply to all parameters within a company’s range of products and services. Nobody
can be “champion in all sports” simultaneously. The “secret formula” for internationally
successful companies is on the contrary to focus on a small number of key competencies,
which may include:

Unbeatable low prices and low-cost production processes, such as with IKEA or HENNES &
MAURITZ

Unique products (such as with McDonald‘S or KELLOGG’S)

Superior and really extensive advertising or promotion activities, such as with COCACOLA
or WRIGLEY’S

An extremely cheap distribution concept (as with ALDI)

Innovative technology (as from MICROSOFT or SONY) which can be applied everywherein
the world

Or “simply” superior marketing know-how (such as with UNILEVER or NESTLE), which
makes it easier to enter new markets quickly and successfully

Increasing “Shareholder Value”

The expansion of company’s commercial activities to an increasing number of the
world’s countries not only increases the company’s value due to its increasing sales and size.
But at the same time, such expansion requires large financial resources, which actually
increase exponentially, since one can assume that priority will be given to markets which can
be exploited fastest, most easily and most cheaply while those markets that are regarded as
complicated or risky will only be “occupied” later. It is therefore not surprising that most
“global players” are quoted on the stock market, and that most of them are traded on Wall
Street since through bank credits, loans or other expensive sources of finance, such expansion
programs could not be undertaken. Therefore — unless financing is done from internal
sources, generated from retained profits, financing via the stock market forms an integral and
essential part of the expansion strategies of global companies. The disadvantage of this
relatively inexpensive resource for funding expansion, however, is that the stock market has
to be involved.

This means that it (in other words, the analysts, the shareholders, the media etc.) has
to be Notes convinced of the benefits of the global expansion strategy concerned, and that it
regards the associated risks as less than the associated benefits which should flow from the
investment. If however at some point in time the risks involved in international expansion,
perhaps as a result of political strife or war, grow significantly, then it can be this same Wall
Street which slams the door on the further globalization of companies quoted on the stock
market. The continuous increase of “shareholder value” (that means the increase of the share
price plus paid out dividends) together with limited risks therefore form for such companies
an essential “conditio sine qua non”.

Another way of generating the means required to provide or to limit the resources
needed for world-wide expansion is the use of franchise- and licence models, as is done for
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instance by McDonald’s or COCA-COLA: In such cases, the necessary “hardware”, i.e. the
physical investments (sales outlets, central warehouses, plants etc.) are usually financed by
the franchisee or licensee, while the provider of the brand or the concept only supplies the
“software”, i.e. the formulas, the advertising concepts, the production know-how etc. where
the capital requirements are usually modest.

The usage of international media: A further motive for international companies to
build distribution as quickly and widely as they can across the whole globe is the possibility
only open to such companies of advertising in the relatively inexpensive (in terms of persons
contacted) international media (such as CNN or MTV) or to make use of those international
sports events such as world championships, which are transmitted globally on TV. When at
the final of the Football World Cup in Seoul in 2002, over a thousand million people were
sitting in front of their TV screens, these current or potential customers could easily and
cheaply be introduced to or at least reminded of international brand names through perimeter
boards. And in fact, the list of manufacturers of branded products which used this opportunity
read like a “Who’s Who” of global companies. This type of advertising is denied to brands
which are only available in single countries or continents because of the associated high
proportion of wasted contacts.

All the above factors drive the wave of globalization among the corporate to have an
integrated economy. This means that it (in other words, the analysts, the shareholders, the
media etc.) has to be convinced of the benefits of the global expansion strategy concerned,
and that it regards the associated risks as less than the associated benefits which should flow
from the investment. If however at some point in time the risks involved in international
expansion, perhaps as a result of political strife or war, grow significantly, then it can be this
same Wall Street which slams the door on the further globalization of companies quoted on
the stock market. The continuous increase of “shareholder value” (that means the increase of
the share price plus paid out dividends) together with limited risks therefore form for such
companies an essential “conditio sine quanon”.

Another way of generating the means required to provide or to limit the resources
needed for world-wide expansion is the use of franchise- and licence models, as is done for
instance by McDonald’s or COCA-COLA: In such cases, the necessary “hardware”, i.c. the
physical investments (sales outlets, central warehouses, plants etc.) are usually financed by
the franchisee or licensee, while the provider of the brand or the concept only supplies the
“software”, i.e. the formulas, the advertising concepts, the production know-how etc. where
the capital requirements are usually modest.

The usage of international media: A further motive for international companies to
build distribution as quickly and widely as they can across the whole globe is the possibility
only open to such companies of advertising in the relatively inexpensive (in terms of persons
contacted) international media (such as CNN or MTV) or to make use of those international
sports events such as world championships, which are transmitted globally on TV. When at
the final of the Football World Cup in Seoul in 2002, over a thousand million people were
sitting in front of their TV screens, these current or potential customers could easily and
cheaply be introduced to or at least reminded of international brand names through perimeter
boards. And in fact, the list of manufacturers of branded products which used this opportunity
read like a “Who’s Who” of global companies. This type of advertising is denied to brands
which are only available in single countries or continents because of the associated high
proportion of wasted contacts.

All the above factors drive the wave of globalisation among the corporates to have an
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integrated economy.

There is a wide difference between HRM and global HRM. The international dimensions
may bring with it a host of issues, which the domestic HR function would not normally get
involved in. The distinction between global HRM and HRM are:

1. Being responsible for a greater number of functions and activities, such as the selection,
training and management of international assignees.

2. Having to expand one’s area of expertise to include a much broader knowledge of foreign
country employment laws and global organization designs.

3. Having to get much more closely involved with employees’ lives as the firm moves
employees to foreign assignments. For example, collecting information and furnishing to visa
authorities about Aids or marital status of employees.

4. Being involved with a greatly expanded and constantly changing mix of employees (from
the host country and foreign locales), adding considerable diversity and complexity to the HR
tasks.

5. Having to cope with more external influences; for example, having to consider the impact
of foreign cultures and laws.

6. Having to face greater exposure to problems and liabilities (for example, making mistakes
in expatriate assignments can cost as much as US$4 million per assignee). The accumulated
direct and indirect costs can be huge.

7. Additional responsibilities like translation of language, both at headquarters and at the
subsidiary level, organizing schooling and housing for expatriates and providing
administrative services.

8. Management of differential compensation due to variety of allowances and adjustments.

9. More emphasis on activities like international relocation and orientation, both predeparture
and post-departure cultural training. Knowledge of international taxation, rate of inflation and
cost of living, including currency fluctuation.

10. Diversity management, like managing people from different cultural and political
backgrounds and gender differences.

11. More contacts with government officials for obtaining visas, tax certificates, fixing of
meetings and so on.

12. More coordination and travel to assess performance of expatriates and solve problems.

(a) More risk management as threats from terrorists, kidnappers and protecting intellectual
property rights of firms.

(b) More public relations work to enhance the multinationals image and deal with human
rights and other NGOs and interest groups operating in different countries.

1.9 Summary

Globalization is the process of international integration arising from the interchange
Advances in transportation and telecommunications infrastructure, including the rise of world
views, products, ideas, and other aspects of culture.

The Internet, are major factors in globalization, generating further interdependence of
HRM refers to those activities undertaken by an organization to utilize its human resources
economic and cultural activities. Even those organizations who consider themselves immune
to transactions across effectively. Globalization is the process of international integration
arising from the interchangeigeographical boundaries are connected to the wider network
globally of world views, products, ideas, and other aspects of culture. Advances
in transportation and telecommunications infrastructure, including the rise of Notes
the Internet, are major factors in globalization generating further interdependence of HRM
refers to those activities undertaken by an organization to utilize its human resources
economic and cultural activities. Even those organizations who consider themselves immune
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to transactions across effectively. Globalization involves the diffusion of ideas, practices and
technologies. It is something geographical boundaries are connected to the wider network
globally. Key drivers of globalization are market drivers, costs drivers, technology
drivers,Amore than internationalization and universalisation government drivers and
competitive drivers.

1.10 Keywords

Economic Globalization- Economic globalisation is the process of increasing economic
integration between countries, leading to the emergence of a global marketplace or a single
world market.

Ethnocentric: Approach in which key positions at the domestic and foreign operations are
held by management personnel of headquarters.

Free Trade Zones (FTZ): A FTZ is an area within which goods may be landed, handled,
manufactured or reconfigured, and re-exported without the intervention of the customs
authorities.

Global Information System: A global information system is a data communication network
that crosses national boundaries to access and process data in order to achieve corporate goals
and strategic objectives.

ISO: The International Organization for Standardization is an international standard-setting
body promulgates worldwide proprietary, industrial, and commercial standards. It was
founded on February 23, 1947, the organization.

Online Community: It is a virtual community that exists online and whose members enable
its existence through taking part in membership ritual.

Parent Country Nationals (PCNs): PCNs are managers who are citizens of the country
where the MNC is headquartered.

Third Country Nationals (TCNs): TCNs are managers who are citizens of countries other
than the one in which the MNC is headquartered or the one in which it is assigned to work by
the MNC.

1.11 Self Assessment Questions

1. Explain in detail the Global Human Resource Management.

2. Write short notes on:

(a) Types of International Employees.

(b) Objectives of Global HRM.

3. Describe the Model of International HRM.

4. Explain the Ethnocentric, regocentric, and Polycentric approaches to IHRM.

5. What do you understand by the drivers of the globalization?

6. Which market forces drive globalization?

7. Elucidate the statement ‘Technology has been the other principal driver of globalization’.
8. What is the objective of governments and of international organizations behind the
promotion of globalization?

9. Elucidate on the competitive drivers of globalization.

10. What are the reasons for the companies to go global?

1.12 Suggested Readings

1. International Human Resource Management (2008),PL Rao Excel Books.

2. International Human Resource Management (2013) Miguel Martine Lucio, Sage
Publications.

3. Managing Global Work force (2013), Charles M.Vance, Eastern Economy Edition

4. International Human Resource Management (2018) Annamalo & Murugan, Discover
Publishing House.
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COMPONENTS OF IHRM STRATEGY

Learning Objectives

v" To learn the Factors Driving Standardization

v To Understand the Factors Driving Localization

v" To Know the Measures creating the HRM balance between standardization and
localization

v" To Analyze the path to global status

Structure

2.1 Introduction

2.2 Standardization and Localization of HRM Practices
2.3 Factors Driving Standardization

2.4 Factors Driving Localization

2.5 Measures creating the HRM balance between standardization and localization
2.6 The Path to Global Status

2.7 Summary

2.8 Key words

2.9 Self Assessment Questions

2.10 Suggested Readings

2.1 Introduction

Human resource practices, policies and processes are imbedded in the strategic,
structural and technological context of the MNE. This ‘administrative heritage’ is particularly
critical for global firms as the international organization will be called on to operate across a
wide variety of competitive environments and yet somehow balance these diverse social,
political and economic contexts with the requirements of the original home context. Here we
focus on internal responses as firms attempt to deal with global environment challenges.
Figure 2.1 illustrate the major elements encountered as a result of international growth that
place demands on senior managers.

The various elements in Figure 2.1 are not mutually exclusive. For example,
geographical dispersion affects firm size, creating pressure upon control mechanisms that, in
turn, will influence structural change. Growth (size of the firm) will affect the flow and
volume of information, which may reinforce a control response (such as what functions,
systems and processes to centralize and what to decentralize). Geographical dispersion will
involve more encounters with national cultures and languages, thus affecting the flow and
volume of information. The demands of the host country can influence the composition of the
workforce (the mix of parent country nationals (PCNs), host country nationals (HCNs) and
third country nationals (TCNSs)
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Figure 2.1 Management Demand and International Growth

Rather, the purpose of this chapter is to explore some of the managerial responses to
these influences that concern HRM. Our focus remains on the connection between
organizational factors, management decisions and HR consequences. To a certain extent, how
the internationalizing firm copes with the HR demands of its various foreign operations
determines its ability to execute its chosen expansion strategies. Indeed, early Finnish
research suggests that personnel policies should lead rather than follow international
operation decisions, yet one could argue that most companies take the opposite approach —
that is, follow market-driven strategies. To discuss the twin forces of standardization and
localization and follow the path a domestic firm takes as it evolves into a global entity and
illustrate how the HRM function is affected by the way the internationalization process itself
is managed

2.2 Standardization and Localization of HRM Practices

Controlling cross-border operations of a MNE centers around what processes,
routines, procedures and practices can be and should be transferred abroad and to what
degree these require country-specific adaptation, if any, to be effectively implemented at the
local level. In the processes of transferring systems and know-how the role of people is
critical. The management of people — probably the most culture-bound resource in an
international context — is faced by a high level of complexity because of the diverse cultural
environment of a MNE.

As discussed in previous chapters, expatriates are frequently used to oversee the
successful implementation of appropriate work practices. At some point, however,
multinational management replaces expatriates with local staff with the expectation that these
work practices will continue as planned. This approach is based on assumptions that
appropriate behavior will have been instilled in the local workforce through training
programs and hiring practices, and that the multinational’s way of operating has been
accepted by the local staff in the manner intended. In this way, the multinational’s corporate
culture will operate as a subtle, informal control mechanism — a substitution for direct
supervision.

However, this depends on the receptivity of the local workforce to adhere to corporate
norms of behavior, the effectiveness of expatriates as agents of socialization and whether cost
considerations have led the multinational to localize management prematurely. Here, the role
of appropriate human resource management activities becomes crucial. The aim of global
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standardization of HRM practices is to reach the above-mentioned consistency, transparency
and an alignment of a geographically fragmented workforce around common principles and
objectives. The use of common management practices is intended to foster a feeling of equal
treatment among managers involved in cross-border activities and, at the same time, aims at a
common understanding of what is expected from the employees. Furthermore, consistent
systems facilitate the administration processes by increasing operational efficiencies.

The aim of realizing local responsiveness is to respect local cultural values, traditions,
legislation or other institutional constraints such as government policy and/or education
systems regarding HRM and work practices. As mentioned above, attempting to implement
methods and techniques that have been successful in one environment can be inappropriate in
another.

The challenge of many multinationals is to create a system that operates effectively in
multiple countries by exploiting local differences and interdependencies and at the same time
sustaining global consistency. Unilever, for example, uses the same recruitment criteria and
appraisal system on a worldwide basis to ensure a particular type of managerial behavior in
each subsidiary. However, features of the national education systems and skill levels must be
considered.

This discussion has shown that the standardization-localization choice that confronts
the multinational in an area of operation such as marketing, applies to the management of the
global workforce as well. This is due to the fact that HRM carries out a strategic support
function within the firm. However, as has been indicated above, the extent to which HRM
systems are standardized or localized depends on various interdependent factors. We call this
the ‘HRM balance between standardization and localization’. Figure 2.2 illustrates important
drivers that either foster standardization or localization.

To sum up, the exact balance of a firm’s HRM standardization-localization choice is
based on factors of influence such as strategy structure, firm size and maturity. The strength
of corporate culture plays an important role on the standardization side, while the cultural and
institutional environment, including features of the local entity such as operation mode and
subsidiary role, play an important role on the localization side. As Harzing confirms, there
exists a continuum of advantages for both standardization and localization.

A recent review of North American and European based MNEs led the researchers to
conclude that between the two poles of standardization (related to what the writers call
‘dependent’ — HRM

Global s(andamq
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Figure 2.2 Balancing the standardization and localization of Human Resource
Management in MNCEs
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practices that are cleared by corporate headquarters) and localization (related to what the
writers call ‘highly independent’ — HRM practices that vary at the discretion of local
managers) there are intermediate strategies of standardization and localization of HR
practices (referred to as ‘interdependent’ and ‘independent’ respectively). Furthermore, these
practices are dynamic, such that HR practices may move between these two poles in response
to contextual, firm-specific strategic, environmental and regulatory developments.

2.3 Factors Driving Standardization
The relationship suggested in the literature explains that a large MNE with a long
international history and extensive cross-border operations:
v Pursues a multinational or transnational corporate strategy;

v’ Supported by a corresponding organizational structure;
v That is reinforced by a shared worldwide corporate culture.

However, in practice, we do not always observe perfect adherence to these factors in all
MNEs. For example, a worldwide corporate culture may not be shared by all employees in all
subsidiaries. This factor should, nonetheless, at least be the target of many firms hoping to
cope with the challenges of globalization.

In such highly internationalized organizations we often find attempts to standardize HRM
practices on a worldwide basis. Of course, this approach is not appropriate for the whole
workforce but aims at a group of managers who are working at the cross-border boundaries
of the firm in the headquarters or in foreign locations, i.e., international boundary spanners
good example of a MNE which has attempted to globally standardize compensation practices
is Schering AG, a German pharmaceutical company, which introduced a global performance
system for top managers worldwide. Within the context of a new strategic orientation,
Schering implemented a standardized bonus system for top executives that aimed at
strengthening the performance culture in the company and facilitating a common orientation
for all managers.

The corporate element of the bonus system consisted of a standardized bonus structure.
As the cultural acceptance for variable bonuses varied across Schering’s subsidiaries, the
proportion between the fix and variable part of the total compensation package of managers
was adapted to the country-specific conditions. The Schering example not only shows us that
the implementation of global standards is possible, but at the same time, it also makes it clear
that local adaptations and exceptions to the standards are often needed.

2.4 Factors Driving Localization

As has been depicted in Figure 2.2, factors driving localization include the cultural
and institutional environment and features of the local entity itself. We will discuss these
factors in the following paragraphs.

The cultural environment

To identified national culture as a moderating variable in IHRM. We noted how
members of a group or society who share a distinct way of life will tend to have common
values, attitudes and behaviors that are transmitted over time in a gradual, yet dynamic,
process. There is evidence that culture has an important impact on work and HRM practices.
Sparrow, for example, has identified cultural influences on reward behavior such as ‘different
expectations of the manager-subordinate relationship and their influence on performance
management and motivational processes’. Triand is found that cultures where work is based
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on more integrated personal social ‘relationships’ may value a more complete balance of
intrinsic and extrinsic rewards, while cultures characterized by personal independence and
isolation (‘individualism’) as well as rapidly changing personal and social contexts may
emphasize extrinsic rewards — given the absence of a strong and enduring social matrix that
attributes meaning and power to intrinsic rewards. The examples indicate that the
effectiveness of standardized practices might differ in various cultural contexts.

The institutional environment

In addition to national or regional culture, institutional settings shape the behavior and
expectations of employees in subsidiaries. The institutionalism perspective indicates that
institutional pressures may be powerful influences on human resource practices. According to
Whitley institutional norms and values may be based on the features of a national business
system. Elements which are relevant to HRM are, for example, the characteristics of the
education system or the industrial relations system.

For example, in Germany, the dual vocational training system, which provides
theoretical learning opportunities in part-time schools and practical experience in companies,
is widespread. More than 60 per cent of an age group is involved in dual vocational training
for more than 350 professions. This kind of training represents a well-accepted qualification
in Germany, whereas in other countries such as France, this system is non-existent or
restricted to lower qualifications. The pervasiveness and reputation of such a training system
has an impact on IHRM. More specifically, for example, the recruitment process and the
selection criteria reflect the importance of these qualifications. Another example of
institutional factors which can have HRM-related effects are the: ‘scope of labor legislation
and its regency of codification, [it] creates new codes of conduct through issues such as sex
discrimination, equal pay for equal work, and minimum wages’. Thus, for legitimacy reasons,
it can make sense for some organizations to offer specific benefits or advantages, for
example, even if they are very expensive and normally would not be offered due to efficiency
considerations.

The impact of the institutional environment on IHRM is shown in the following
example, which addresses staffing decisions. A study by As-Saber, Dowling and Liesch
found that there was a clear preference for using HCNs in key positions by multinationals
operating in India. The authors suggest that a major reason for HCN preference was the belief
that an Indian would know more than an expatriate manager could learn in years on the job.
Generally, localization of HR staff positions is more likely to ensure that local customs and
host-government employment regulations are followed. Khilji found that, although foreign
multinationals in Pakistan had formulated policies, implementation was low ‘because
managers brought up and trained in a hierarchical and centralized set-up resist sharing power
and involving employees in decision making’. This occurred despite the host country’s
expectation that multinationals would transfer their best practices and act as a positive force
in the introduction of what was regarded as desirable Western management styles. However,
the multinationals in Khilji’s study had taken a polycentric approach, with HCNs in key
positions, including that of the HR manager.

Liberman and Torbiorn, in their study of eight European subsidiaries of a global firm,
found variation in the degree to which employees adopted corporate norms. They suggest that
at the start of a global venture, differences in management practices are attributable to
cultural and institutional factors whereas commonalities might be explained by a common
corporate culture. Empirical res