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Chapter 1

A European perspective
on IHRM

An introduction

Chris Brewster, Michael Dickmann and Paul Sparrow

CHAPTER OBJECTIVES

By the end of this chapter, readers will have:

® an appreciation of the growing internationalization of the world in which
HRM is conducted

® an understanding of the additional complexity of HRM in an international
context

® identified some of the key HR challenges facing organizations working inter-
nationally

®m an overview of the format of the rest of the book

A EUROPEAN PERSPECTIVE ON INTERNATIONAL
HUMAN RESOURCE MANAGEMENT

This book provides some of the latest thinking on the subject of international
human resource management from a European perspective. Although one of the
very earliest contributions to the study of the international transfer of employees
was undertaken by a Swedish expert (Torbiérn 1982), most of the early research
and writing on the topic of international human resource management (HRM) was
undertaken in North America and even the work that was done outside that coun-
try tended to follow the US (and Canadian) lead. Each of the contributors to the
book acknowledges a debt to that work and incorporates it in the chapter.
However, by the 1990s it became clear not only that European multinational
corporations (MNCs) tended to manage their international workforce rather dif-
ferently than did MNCs from the USA (or from Japan or other countries for that
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CHRIS BREWSTER, MICHAEL DICKMANN AND PAUL SPARROW

matter) but that some European researchers in the area tended to be examining
issues that were rather different from those being examined elsewhere. In some
cases, as with the European MNCs, it could be argued that European researchers
were taking the lead.

The first edition of this book (Brewster and Harris 1999) was one of the earli-
est non-US books to address this topic. Not surprisingly, perhaps (although it was
a surprise to us at the time), it came to be widely used by not only the researchers
it had been aimed at, but also by teachers as they began increasingly to include
international HRM as a topic in their HRM and management programmes and by
practitioners.

Since that first edition the world has become ever more international and the
topic itself has developed considerably (see later discussion). The first edition of
this book was followed by many others with very similar titles. There has been a
growth in both the scope of the topic and in our knowledge about it. Some of
the chapters here simply update the chapters in the previous edition, since they
cither covered a subject that has still not been addressed elsewhere in the litera-
ture or were sound summaries of the subject in the first place. Some have been
radically amended to reflect the latest debates in the area and some are totally
new. This new edition is more structured and more comprehensive than its pre-
decessor and includes some features that will make it easier for tutors and stu-
dents to use. It maintains, however, its ambition to bring a European perspective
to the topic, with chapters written by experts from a range of European
countries.

This first chapter provides the background by examining the growing interna-
tionalization of the world in which HRM is conducted, cxploring the additional
complexity of HRM in an international context and identifying some of the key
HR challenges facing organizations working internationally and indicates the value

of a European focus on these issues. It then outlines the rest of the chapters in

the book.

GROWING INTERNATIONALIZATION
OF WORLD BUSINESS

Trade across borders is an old phenomenon of human economic activity and multi-
national companies may be traced back to at least 1135 as international banking
was conducted under the Knights Templar (Economist 2007a). While significant
cross-border activity was conducted through major trade routes (the trade in
spices) or between European nations and their colonies, it is well known that
modern transport capabilities, the availability of (international) finance and the

erosion of trade barriers (e.g. through the GATT mechanism) led to waves of a
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different kind of globalization. These globalization patterns are different from
purely natural resource-based trade in that manufacturing capacity was relocated.

In a first extensive wave of globalization beginning roughly after the Second
World War and culminating approximately three decades ago, low-level manufac-
turing work began to transfer to low-cost locations. Going beyond manufactur-
ing, simple services like credit-card processing began to relocate in a further
wave. In the third wave highcr skill white-collar work is bcing transferred.
Engardio, Bernstein and Kripalani (2003) argue that from the USA alone more
than 3 million white-collar jobs will shift to low-cost countries by 2015. A stark
example is IBM in India. IBM returned to India in the early 1990s when the Indian
government began to deregulate and move away from nationalistic policies. In
2007, ‘Big Blue’ had 53,000 employees in India and has now more employees in
the subcontinent than in any other country except the USA. In 2006 the firm
announced a tripling of its investments in India for the remainder of the decade
(Economist 2007b). By now, it is clear that companies’ rationale goes beyond costs
to include the search for quality and innovation (Bartlett and Ghoshal 1995). In
terms of European examples, Philips has shifted research and development on
mostTVs, cell phones and audio products to Shanghai and Nokia has research cen-
tres in Budapest and Bejing. New technology, intense time- and ideas-based com-
petition and the search for global talent are key influencing factors for this global
transfer of work. These patterns are affecting the nature of work and the organi-
zational structure and processes that are viable in Europe and the rest of
the world.

International expansion is not the exclusive domain of corporations from
developed countries. Multinational companies from developing countries are
acquiring foreign companies — in the first 3 months of 2007 large Indian compa-
nies acquired 34 corporations abroad for a combined $10.7 billion (Economist
2007a). The reasons often go beyond market seeking behaviour where foreign
operating units are merely serving the head office. They are likely to include
knowledge acquisition in order to enhance organizational capability and the
establishment of centres of excellence. This is demonstrated by the takeover of
Corus by Tata Steel which The Economist (2007a: 11) argues would have never
happened had the Anglo-Dutch company not had its expertise in making ‘fancy
steel’. Many of these highly international corporations (still) use expatriation
and other forms of international work intensively. For instance, Wipro, a tech-
nology, research and consulting firm from India employed 54,000 people in
2006 — 11,000 of these outside India. More than 90% of staff abroad are Indian,
due to the explicit wish to transfer the Indian work culture and work intensity
(Economist 2006). These unabated trends show that the internationalization
of world business is continuing forcefully with all its resulting challenges for
international HRM.
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HRM IN AN INTERNATIONAL CONTEXT

In all these international organizations or MNCs, HRM is a key to success. There
are a number of reasons for this. First, for the vast majority of organizations the
cost of the people who do the work is the largest single item of operating costs that
can be controlled and adapted to circumstances. Second, the capabilities and the
knowledge incorporated in an organization’s human resources are generally the
key to success. HRM is becoming crucial to the survival, performance and success
of domestic organizations. Third, when we consider international organizations,
the additional complications of dealing with multicultural assumptions about the
way people should be managed and work together becomes an important contrib-
utor to the chances of that success.

A large range of HR specialists have to adopt an increasingly international ori-
entation in their activities. This is not just true for large MNCs, but also for many
small to medium size enterprises (SMEs) that find themselves operating in global-
izing labour markets. Recent times have witnessed a reduction of restrictions to
labour movement in areas such as the European Union and, with the advent of new
technology, many fledging enterprises can operate internationally almost as soon
as they are established. The need for an international orientation does not just
apply to the private sector. The UN family, the OECD, regional trade bodies all
have employees working across national borders, as do many charities and religious
groups. HR professionals working in a wide range of organizations now need to
understand the developments outlined in this book.

It is not only HR professionals who have to understand these developments.
Line managers working in an international environment are subject to the impact
of multi-country, regional and global change and dynamism of the business envi-
ronment. Business and operational choices in this new international context have

become complex and ambiguous.

KEY CHALLENGES IN INTERNATIONAL HRM

The international context adds extra complexity to the management of people
beyond that found in a purely national setting. International HRM (IHRM) there-
fore has to examine the way in which international organizations manage their
human resources across these different national contexts.

When organizations manage people in different institutional, legal, and cultural
circumstances, they have to not only be aware of what is allowed and not allowed
in the different nations and regions of the world, but also of what makes their dif-
ferent management practices cost effective. An often quoted example is that of a
performance appraisal system that depends on a US-style openness between man-
ager and subordinate. In such a system, each party has to explain plainly how they
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feel the other has done in their work, be this well or badly. Such a system may work
in some European countries but is unlikely to fit with the greater hierarchical
assumptions and ‘loss-of-face’ fears of some of the Pacific countries. The literature
provides many examples of how important home country practices may be allowed
in other countries, but which might inadvertently have the effect of depressing
rather than improving productivity and effectiveness because of the way they are
perceived by local employees.

Therefore, when organizations address IHRM, they have not only to deal with
a variety of practices, but, when considering how they wish to execute their strat-
egy, they may also face a range of policy and strategy issues. As a subject, IHRM
has to explore how MNCs manage the competing demands of ensuring that
the organization has an international coherence in and cost-effective approach to
the way it manages its people in all the countries it covers, while also ensuring
that it can be responsive to the differences in assumptions about what works
from one location to another. The management of those people who have to work

internationally is a particular case in point.

WHY A EUROPEAN FOCUS?

So why do we need a European focus on IHRM? In all this complexity, it is impor-
tant to be clear about the different kinds of analysis that can inform our under-
standing. These are not always obvious from the literature, partly, perhaps, because
of a historical confusion in writing in the USA, where ‘international’ is sometimes
applied to anything outside the USA. International HRM (and its more recent
‘strategic’ derivative, SSHRM) examine the way organizations manage their human
resources across these different national contexts. It remains the case that most of
the work on international HRM is done in North America and, despite the sterling
work of some key players in Canada, specifically in the USA. This is important
because the hegemony of the USA in the worlds of business and management and
in their study in universities, business schools and consultancies means that the
North American paradigm tends to dominate our thinking about these subjects,
determine the content of academic publications (and hence, to a degree, of
research), and impact on the way that leaders and managers conceive of the topic
(Brewster and Harris 1999; Brewster 2007). This seems to be particularly true of
HRM, which has been subject to what has been called the ‘Gulf Stream’ of ideas,
‘drifting in from the USA and hitting the UK first, then crossing the Benelux coun-
tries ... and Germany and France and proceeding finally to southern Europe’
(DeFidelto and Slater 2001:281).

Questions are being raised about this, however. Are these various countries just
taking their time to ‘catch up’ or may it be that they have a different conception of
HRM and see the need to address different elements of it in different ways?
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Arguably, one of the effects of the North American hegemony is to create some-
thing of a straitjacket that researchers in the USA, and many of the Gulf Streamers
in Europe, find it difficult to break out of. However, the different paradigm oper-
ating in large parts of Europe means that a lot of the more critical thinking and the
more innovative research takes place in that continent.

Since the first edition, there has been an explosion of work on the topic of
THRM in particular, in English, from the Asia-Pacific region (Budhwar 2004), from
Latin America (Elvira and Davila 2005), from Europe (Brewster and Larsen 2000;
Larsen and Mayrhofer 2006), and from Central and Eastern Europe (Morley et al.
2007), as well as other parts of the world. European researchers, however, con-
tinue to make a significant contribution and, in many cases, have been at the fore-

front of developing the scope and concept of the subject.

REVIEW OF THE FIELD

Before we outline each chapter, we outline how the agenda for the subjects
to cover and the perspective taken within this agenda has changed between the
first and second edition. At the time of the publication of the first edition of
this book in 1999 the key discussions within IHRM were mostly centred around
the identification of practitioners’ concerns, ultimately providing a mostly
descriptive agenda that was often linked to a US view of the world. In the last
decade, however, particularly in Europe, the field has moved on in a few key
respects.

Perspectives

Arguably, discussions of HRM in Europe tend to be more ‘critical’ than discussions
of the topic elsewhere (Brewster 2007) and that too is reflected here. Not only are
the interests of the organization not necessarily assumed to be the only criterion
for successful IHRM policies and practices, but some chapters in this book, such
as the one on localization, challenge the very notion of the value and ethics of

international assignments.

Interactions

The use of diverse theoretical underpinnings and the exploration of important con-
textual factors has enabled researchers in this book to better understand the wider
picture of IHRM and some of the interactions across levels of analysis. For instance,
in this book, many of the chapters see organizations as firmly embedded into society.
Other contributions — such as those on career capital, repatriation or career expa-

triation — concentrate on the interaction between individual and organization.
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Other chapters, for instance the one on expatriate adjustment, go beyond this to
explore interactions between individuals, their work environments, the foreign
culture and the role of the expatriate’s family. While some of these dynamic
relationships were looked at a decade ago, the scope of analysis has been broadened
and the focus and discussions have become more refined. It also leads to more
critical questioning of some established frameworks in the literature.

Foundations

Clearly, the other side of the coin of using broader theoretical approaches within
IHRM is to critically (re-)assess the frameworks most commonly used and the base
of empirical data that is available. Ideas of what constitutes international work, the-
oretical approaches as to the domains and measurement of expatriate adjustment,
the concept of ‘success’ in international HRM or the strategic foundations of
organizational rationale for using international mobility are critically evaluated and
further developed in this book. For example, the chapter on adjustment shows
that we need to consider a much wider range of domains than are suggested in the
seminal work of Black and his co-writers on this topic.

Temporal vistas

Many of the contributions to this book extend the timeframe used to examine
important phenomena in order to develop a better understanding. For example,
much of the earlier writing on international mobility has concentrated on the time
from appointment to an international assignment up to repatriation. Many authors
in this volume are taking a more holistic approach in that they also explore the
time before and after the foreign work experience. In terms of careers, this can

include the lifetime of working after the return of the sojourn abroad.

Boundaries

At the end of the 20th century, the field of IHRM, albeit no longer perhaps in its
infancy, still ran the danger of being subsumed under the broader fields of interna-
tional management or HRM. In order to establish a separate field, academics
working in the discipline worked hard to explore the differences to these larger
neighbours and to establish a set of boundaries. While it is still open to discussion
how demarcated these boundaries are, writers are increasingly working to dissolve
fixed borders and draw lessons across boundaries. Similar to developments in the
field of international business, academics have begun to use new perspectives as
explored above. This has, in our persuasion, enriched the field. Examples include
the integration of IHRM strategies, structures and processes from organizational

theory (Dickmann and Miller-Camen 2006) or the knowledge management
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chapter in this book. Another example is the integration of outsourcing and off-
shoring activities from international business perspectives. An increasingly wide
range of perspectives are being applied. This is leading to richer theoretical
attempts to analyse and understand IHRM. Ideas and approaches from sociology,
human geography (migration studies), psychology, economics, labour studies,
comparative HRM and international business, to name but a few, are being applied
to the IHRM field which, in turn, creates a more context-sensitive, varied and
nuanced understanding,

What seems clear is that although once a ‘core identity’ was identified for
IHRM, the field is currently experiencing a range of changes that serve to
enrich its contribution to the understanding of international work and organi-
zation. Sometimes this leads to a lack of attention to traditional topics. It is
interesting to note, for example, that although some attention has been given in
the past to the issue of managing performance on international assignments, we
could not find any significant recent attention to this topic. Perhaps reflecting
the broader context surrounding the management of individuals as part of an
internationalization process, questions surrounding assignment performance
have either become too complex to analyse or are considered too narrow
a topic.

We have tried to reflect a more context-sensitive, varied and nuanced under-
standing of IHRM in this text. To accommodate the developments inherent in the
comments already made, following this introductory chapter, the book is divided
into three parts: examining successively the context of internationalization; the
management of international employees; and some of the strategic issues cur-
rently facing international HR managers. Part I provides some of the context for
the rest of the book, exploring issues such as localization, HR and business
process outsourcing and offshoring and the nature of knowledge transfer in
international organizations. Part II covers the well-established areas of IHRM in
which many practitioners work. The titles in this part, unlike in the others, are
short and simple since most specialists in THRM will recognize the topics and
have some understanding of the field. The various elements of managing inter-
national assignments, working roughly through the expatriation cycle, are pre-
sented here with each chapter aiming to summarize our existing knowledge and,
using the latest research, take us a step or two further forward. Part III of the
book examines some of the key strategic issues that are coming to the fore in
terms of both research and practice, although arguably each of these topics
remains significantly under-researched. Thus there are chapters examining the
recent attention to forms of international experience other than the ‘standard’
expatriation, the notion of career capital as applied to international assignments,
the continuing shortage of women in international work and IHRM in the most
international organizations of all: intergovernmental organizations such as the
United Nations.
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PART I: CONTEXT FOR INTERNATIONALIZATION

In Chapter 2, John Hailey and Wes Harry provide an updated examination of a key
and — still — largely unexplored subject that was raised for perhaps the first time in
the first edition of the book. Wes Harry is a new collaborator on this chapter bring-
ing a wealth of experience and know-how to the topic. The authors explore the
replacement of expatriates by local staff. Taking a fairly polemical viewpoint, the
chapter explores the limited research that has been done on the topic to date and
then concentrates on various drivers for localization: cost and performance; con-
tacts and legitimacy; political and ethical; and staff tension drivers. The chapter
offers strategies for localizing and a four-stage process for achieving it.

Chapter 3, by Paul Sparrow and Werner Braun, is a completely new chapter that
explores the different strategies that are at play in terms of both sourcing and
shoring of HR services. A brief review of theoretical perspectives is followed by a
warning that theory tends not to align with the judgements made by the key actors
in practice. The chapter identifies a range of variables that affect the success or not
of such judgements. It also demonstrates the need to understand parallel develop-
ments in the strategic re-orientation of the HR function. It is noted that there
remain continued and substantial international differences in the pursuit and pref-
erence for HR outsourcing, Despite the fact that outsourcing vendors are building
impressive delivery centres and capabilities spanning the globe, their ability to
truly optimize HR processes on a global scale remains to be proven. There are sig-
nificant developments in these areas and the service offerings of vendors are evolv-
ing rapidly to address such concerns.

Chapter 4, by Jaime Bonache and Michael Dickmann, is also a new topic for this
edition of the book. The chapter explores the creation and transfer of HR know-
how as a key strategic goal in MNCs. In so doing, the authors view the organiza-
tion as a network so that knowledge is flowing in various directions within the
MNC. They identify four main types of subsidiary: globally integrated units,
autonomous units, learning units and implementer units based on the degree to
which they are involved in the transfer and creation of knowledge. The chapter
then identifies constraints and challenges to knowledge management and explores
mechanisms that favour the transfer of existing knowledge, while others favour the
creation of new knowledge. One of the strengths of this chapter is that the authors
concentrate on discussing HR knowledge management distinguishing between
bureaucratic, social and personal mechanisms. There is discussion of the role of
international HRM planning, reporting and information systems, cross-border
communities of practice, globally distributed teams, HR centres of excellence and
expatriation as well as HR reporting lines, head office visits and ‘knowledge trans-
ferors’. Finally, the chapter identifies barriers to the efficient working of these
knowledge management mechanisms and explores HR initiatives as a key element

to overcome those barriers.
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PART II: HR MANAGEMENT OF INTERNATIONAL
EMPLOYEES

In Chapter 5, David Collings and Hugh Scullion develop one of the topics covered
in the first edition. The chapter emphasizes that resourcing international assignees
is a complex and multifaceted task that needs to be approached strategically. While
multinational organizations pursue a range of objectives in their internationaliza-
tion, the authors outline several constraints that international HR professionals
face, including supply- and demand-side issues, cost, performance evaluation and
instances of expatriate failure. Based on Dowling and Welch (2004) the authors
attempt to dispel the myths that there is one universal approach to management,
that all people can acquire multicultural adaptability and behaviours, that there are
no impediments to mobility and that success of international managers is based on
a set of common characteristics irrespective of other factors such as foreign loca-
tion. Addressing practical issues of international resourcing, Collings and Scullion
distinguish between individual factors — technical ability, cross-cultural suitability
and family requirements — and situational factors — country/cultural require-
ments, multinational organization requirements and language — while acknow-
ledging the challenges that multinational corporations face in implementing more
sophisticated selection systems. The chapter ends by outlining a way forward that
endorses alternative forms of international working,

Chapter 6, by Ina Ehnert and Chris Brewster, also updates a chapter in the ear-
lier edition. Ehnert brings a new perspective to the topic based on extensive
research in German organizations. The chapter discusses research to date on expa-
triate preparation and its links to expatriate success, performance and adjustment.
Accepting that there is, of course, no substitute for the experience of actually
living in another country, the chapter argues that nonetheless appropriate prepa-
ration can help the expatriate’s time to proficiency and the likelihood of proper
adjustment to the new environment. One implication of the research concerns the
value of an integrative view on selection, training and preparation of expatriates.
The chapter outlines expatriate training and evaluation, with particular emphasis
on alternatives to training, the value of training and development in the host coun-
try and the need for pre-return preparation. It is argued that in order to identify
the appropriate form of training for any expatriate, the population has to be disag-
gregated. Finally, the chapter indicates what can be done to improve preparation
and training and proposes an integrative framework for understanding it.

In Chapter 7, Arno Haslberger distinguishes between macro- and micro-variables
in the context of individuals and families that determine the overall adjustment chal-
lenge. The author stresses that individuals working/living abroad learn in different
life domains such as in the work, social life or systems of public order contexts.
He discusses the well-known Black et al. (1991) model of international adjust-
ment rather critically and argues for moving beyond it to distinguish psychological,
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socio-cultural and cognitive dimensions of adjustment (Ward et al. 2001). The
chapter subsequently distinguishes between emotions, behavioural effectiveness
and cognitive confidence of individuals and maps these different processes of
adjustment. The lack of attention paid to adjustment efforts of family members
means that we need to understand the spillover and crossover effects of different
actors and diverse life domains. Building on this, the author explores expatriate
adaptation and identity issues and concludes his discussion by depicting company
support measures. Overall, the much travelled Austrian expert adds several new
dimensions to the traditional US approach to expatriate adjustment.

Chapter 8, by Stephen Perkins and Marion Festing, examines a critical issue for
IHRM specialists. The topic was covered in a chapter in the earlier edition, but
Perkins and Festing draw on new research. The authors discuss rewards from a
large variety of perspectives. They start by outlining a ‘traditional’ approach to
expatriate remuneration, followed by a summary of HR considerations. The
strength of this chapter lies in the presentation of accumulated theoretical and
empirical insights on international rewards from the organizational and individual
perspectives, including their interrelationship, drawing on psychological, socio-
logical (neo-institutional), economics and managerial research approaches.
Throughout, Perkins and Festing challenge the common approach to ‘keep the
expatriate whole’ (Philips and Fox 2003) and to compensate individuals for their
hardship, changes in lifestyle or the potentially negative family impact. Instead,
they urge the reader to move to consider a principle of reward for contribution,
acknowledging myriad difficulties in doing so — not least when they discuss proces-
sual aspects of expatriate compensation and the tensions between the home and
host context. Practitioners and consultants to multinational corporations, espe-
cially, may find the 10 practical steps they develop for designing international
reward systems useful.

Chapter 9, by Noeleen Doherty, Chris Brewster, Vesa Suutari and Michael
Dickmann, also takes a topic covered in the earlier edition but again presents new
analyses and original research that has been conducted in the years since that pub-
lication. The authors make a spirited case for regarding repatriation not as an end
but as part of the process of international careers, learning and the utilization of
skills, knowledge and abilities that have been acquired abroad. The chapter initially
describes the return of the expatriate as the end of the international assignment
and outlines the organizational and individual challenges. The authors argue that,
often, returning assignees do not experience a hero’s return due to unmet expec-
tations, a loss of status, family re-adjustment issues, uncertain work and career
opportunities and possible repatriate attrition. Doherty et al. then proceed to out-
line how individuals and their employers can tackle these challenges. The main
argument is that both organizations and individuals could see repatriation as the
middle of international careers. For the individual the development and use of career

capital (Inkson and Arthur 2001), having realistic expectations and experiencing

13



CHRIS BREWSTER, MICHAEL DICKMANN AND PAUL SPARROW

positive career outcomes become crucial. For the organization, repatriate reten-
tion, performance and promotion are the key in the long term. The authors argue
that aligning both perspectives and linking them to the relevant organizational
and individual context and core objectives are main steps to improve repatriation
planning and practice. This may allow the actors to move beyond the notion of
repatriation as ‘the toughest assignment of all” (Hurn 1999).

In Chapter 10, Jean-Luc Cerdin explores the complex interrelationship of
careers and international work. He argues that international assignments should be
considered as a process that takes both organizational and individual activities
during expatriation and repatriation into account. The chapter starts by outlining
the development of managers through expatriation and presents both individual
motivations to work abroad and different organizational rationales. This is followed
by a discussion of individual career characteristics and expatriation, incorporating
the career anchors work by Edgar Schein. The chapter moves beyond traditional
notions in presenting modern forms of international work — such as self-initiated
expatriation, frequent flying or eurocommuting — and by exploring both the dark
and light sides of repatriation and carecer outcomes. In so doing, Cerdin puts

forward a case for linking assignment success, repatriation and career success.

PART III: STRATEGIC CHALLENGE OR SITUATIONAL
RESPONSE?

Chapter 11, by Wolfgang Mayrhofer, Paul Sparrow and Angelika Zimmermann,
builds on this need to move beyond expatriation and the international assignment.
It concentrates on the different forms of international work and experience that
have been mentioned briefly several times in other chapters. They reflect on the
individual, organizational and, at times, societal effects of these different forms.
The authors concentrate on those forms where managers and experts move where
the work is — such as international commuters; employees going on long-term
business trips; traditional international assignees, inpatriate managers and perma-
nent cadres of global managers — and on the instances where work moves to where
expert staff are, for instance virtual international employees active in cross-border
project teams or skilled individuals working in geographically remote centres of
excellence serving global operations. Moreover, they include in their discussions
self-initiated movers transferring abroad on their own initiative and immigrants
attracted to a particular national labour market. Mayrhofer et al. argue that
modern forms of international work are mostly fragmented in the organizational
reality and represent a tactical response to globalization. They propose that organ-
izations need to integrate their IHRM practices more coherently and to create a
more strategic approach to the rationale and assessment of the costs and benefits

of international work.
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In Chapter 12, Noeleen Doherty and Michael Dickmann explore one of the
liveliest new topics in IHRM. Doherty and Dickmann apply the concept of intel-
ligent careers (Arthur et al. 1995) to expatriation, developing further the notion
of an international assignment as the middle of a career. Using a mutual depend-
ency perspective of individual and organizational agency and interaction, they
develop a framework that goes beyond the traditional expatriate cycle (Harris
et al. 2003) to explore critical activities and processes before, during and after an
international assignment. The framework contrasts individual attitudes and behav-
iours with organizational policies and practices. For instance, it depicts the key
motivations for persons to seck or accept international assignments with the organ-
izational rationale to offer expatriation. The individual negotiates the terms and
prepares for working abroad, goes through adjustment processes and accumulates
career capital by living and Working in the forcign location. In paral]cl, the organ-
ization — both the HR department and line manager — tackles issues of resourcing,
preparation, international development, career and performance management.
The proposed framework includes reintegration and career management efforts by
the organization and re-adjustment processes by individuals who also attempt to
use their acquired career capital in their next positions. The authors critically eval-
uate these processes and the interaction of individual and organizational agents and
argue that in many cases a ‘career wobble’ ensures after return. Overall, the
authors argue that positive career capital results of international assignments
are far from certain for either the former expatriate or the organization and
that the development of global career capital is multifaceted and merits further
exploration.

Chapter 13, by Iris Kollinger and Margaret Linchan, develops the theme raised
in the first edition of the book by Hilary Harris. They chart the development of
interest in gender issues in I[HRM from Adler’s seminal studies of the 1980s
through to the present day. The authors explain why there are so few women in
international management and illustrate how organizations can benefit from having
female international managers. They examine steps that might be taken to increase
the representation of female international managers and develop a range of prac-
tical recommendations. These include human resource policies to encourage
women to join and develop a variety of networks, suggestions that organizations
gain better data on the career aspirations and individual requirements of women
and factor these into their general carcer systems, a proposal for MNCs to develop
and apply more formalized selection approaches and more sophisticated policies in
relation to dual-career couples. Given the continued under-representation
of women in international mobility, the authors suggest that one key step would
also be for female managers to be more proactive and to ask for international
assignments.

Finally, in Chapter 14, Estelle Toomey and Chris Brewster examine the largely
unresearched topic of the way that international HRM is conducted in the most
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international of all organizations — intergovernmental bodies such as the United
Nations. These bodies are ‘stateless’ in the true sense, in that they are based on
international territory and are subject to no laws other than their own and where
nearly every manager reports to someone from a different nationality and super-
vises people from other nationalities again. HRM in these international bodies is
largely unresearched and their THRM almost totally so. The chapter uses the exam-
ple of the United Nations to explore the nature of international organizations, to
examine some of the specific HRM issues that such organizations have in distinc-
tion to multinational for-profit organizations and, finally, to analyse in detail the
unique circumstances of international assignments in international organizations
(I0s). In these organizations, many professionals at headquarters are not from the
country in which those headquarters are located in the first place and employees
are far more 1ﬂ<cly to be ‘internationalists’. While the IHRM challcngcs of MNCs
and IOs are often in similar fields — employee turnover, performance and general
international mobility policies, practices and employee motivation — the diverse
political and societal contexts, monetary possibilities, staff characteristics, and
assignment nature mean that the IHRM paths of IOs are likely to be quite distinct
from the MNCs. The authors summarize some of the lessons learned and point to

possible research avenues.

RESEARCH ISSUES IN IHRM

What messages can we draw from these contributions? We hope that this book
equips those who teach, study or research the field of IHRM with new perspec-
tives that will enable them to remain abreast of contemporary developments. The
strategic context for IHRM can be seen to revolve around fundamental questions
concerning the localization of capability, multiple options for sourcing and shoring
HR activity and the need for multi-direction and multi-channel transfer of relevant
knowledge. Moreover, the traditional THRM functions of resourcing, departure
preparation, managing adjustment, rcwarding, repatriation and career manage-
ment must all now be seen in broader context. Not only does recent examination
of these IHRM functions suggest that we should dispel a number of myths and
question a number of our taken-for-granted academic and practitioner frame-
works, it demonstrates that there are multiple options that may be pursued within
any one IHRM function and increasing dependency of each function on the total
set of management practices. In order to make sense of these varied and complex
choices and interdependencies between management practice, we must bring a
richer range of theory to bear. Moreover, the historical fascination with interna-
tional assignments and attention given to a single breed of international manager
has been replaced by the need for much better disaggregation of employees as
subjected to international management.
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As a wider and more diverse range of employees become subject to interna-
tional management, then we must consider the spillover and crossover effects of
these different actors and the diverse life domains that influence the choices they
make at work. It also requires much better targeting of policies and practice
around the need to create increasingly specific and differentiated mindsets, actions
and behaviours. The outcomes that are required from international employees
need to be managed in a more refined way. Moreover, internationalization of
employees (and of their careers, for example) is a two-way process. It becomes
ever more important for organizations to align their requirements for more glob-
alized forms of management and employee action with the fact that for employees
this forms part of a life journey. This is not just about contained assignments and
the need for organizations to make good decisions about the resourcing, tasking,
rewarding and subsequent utilization of international employees. The question
remains, then, whether the ways in which core IHRM functions are now being
managed represent a coherent strategy or a series of tactics that are helping firms
cope with globalization. There are a number of ways in which the activities, forms
of work and management processes of international organizations might be judged
in this regard. It is becoming ever more necessary to ensure that core IHRM
processes contribute to both the strategic goals of the organization and the life
goals of the individuals who make up the current and future generations of inter-
nationalists. This requires an understanding of how both these individuals and their
employing organizations build respective forms of capital and how each gains a
return on such investments throughout the employment relationship (and beyond).

It would be unfair and unwise to say that such learning has been driven solely
by European writers. However, it would be safe to conclude that the context in
which the organizations that they study operate, the academic disciplines that
underwrite their professional and academic careers and the theoretical lenses that
they prefer to use to make sense of the organizational world all serve to create rich
territory through which contemporary developments in IHRM should now be
understood.
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Chapter 2

Localization

A strategic response to globalization

John Hailey and Wes Harry

CHAPTER OBJECTIVES

By the end of this chapter, readers will have:

® an understanding of the contemporary research into localization with the
purpose of providing valuable insights and useful information on one of the
most difficult issues in international HRM

® examined organizations that claim to be ‘global’ yet resist allowing host
country nationals (local staff) to hold crucial and important jobs

® an appreciation of an analysis of some of the factors affecting the smooth
transfer of jobs to local staff

m cxplored some of the ethical and business reasons for assisting or resisting
this process

INTRODUCTION

Localization is an issue that affects managers around the world. It applies as much in
Eastern Europe as in Eastern Asia and in a Japanese bank in London or a British bank
inTokyo. We concentrate here on management positions, often held by western expa-
triates, but are conscious that many of the issues apply to other less high-value jobs.
We have also tended to look at the situation of the global firm or international organ-
ization with a head office in the developed world. We also recognize that many of the
issues can apply to local firms that employ expatriates such as is common in the
Middle East, or regional firms employing fellow nationals such as many Taiwanese or
Hong Kong firms operating in the Peoples’ Republic of China or to not-for-profit
organizations. The situation of expatriates moving from low-cost locations to high-cost
ones, for example, from Eastern Europe to London, adds other dimensions to the
localization issue that have been discussed elsewhere (Hailey 1998; Harry 2007).
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This chapter does not present easy answers to this complex and often contro-
versial topic but it is hoped that the following discussion will enable the reader to
develop informed opinions on this important aspect of globalization.

There is continued unease at the cost to multinational companies, international
development agencies and non-governmental organizations of employing expatri-
ates in management positions and there are ongoing tensions in the relations
between those expatriates and local staff. This raises the question as to whether the
extensive deployment of expatriate executives is an efficient as well as an ethical
use of organizational resources. The degree of distrust and level of tension between
expatriates and local staff is hard to measure, but evidence from different studies
reflects the intensity of such tensions.

One of the most extreme examples was documented by Gamble (2000), who
describes the situation in a German/Chinese joint venture. In this joint
venture, which had gone completely sour, the finance director described how
personnel matters were dealt with by the Chinese side: “When young people
come here to work, the first thing they learn is “do not talk with foreigners”. It
is a nightmare.’ The situation was so bad that, at the conclusion of the interview,
the manager apologized that he was unable to offer a plant tour. He felt it best
not to show his face on the shop floor, because ‘it might exacerbate the ill-
feeling and tension between expatriates and the Chinese in the plant’ (Gamble
2000: 887).

This example graphically reflects the intensity of bad relations in a failing joint
venture where trust had been breached by both sides. In this case, the German
management accused Chinese managers of fraud and technology theft and Chinese
managers saw the German managers as interfering, untrustworthy and lacking
respect. At worst, this would lead to loss of face, plant closure and loss of invest-
ment. However, experience tells us that there can be far more extreme conse-
quences of the failure of expatriate management to engage effectively with local
managers. In the case of the Union Carbide plant at Bhopal in India, the failure of
expatriate management to ensure that local staff were adequately trained and man-
aged led to the death of thousands and the continuing contamination of the local
environment (Banai and Sema 2000).

Sadly, such tensions are not merely found in the private sector and evidence
from the development sector suggests that similar levels of distrust exist. Thus
local staft employed by major international development agencies commented on
the lack of trust displayed by expatriates in their local counterparts. Typical of their
comments was that in their regular reports to donors expatriate staff ‘portray an
image of local staff being incompetent’ or that ‘local staff are lazy and not commit-
ted’. Respondents felt that many expatriates had a fixed image of local staff being
‘not reliable, lacking commitment, and not trustworthy’, and as a result ‘don’t
seem to trust local staff or involve them in decision making ... and only have faith

in other expatriates’ (Hailey 1998).
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Such attitudes and tensions are unwanted and unnecessary in a rapidly globaliz-
ing world. They result in inappropriate behaviours, low morale, high staff
turnover, loss of productivity and poor performance. Major investments are jeop-
ardized, relations with key partners undermined, joint ventures put at risk, valu-
able contacts and market relations threatened and the flow of resources or aid
support potentially curtailed. Consequently, there is pressure on both interna-
tional development agencies and multinational companies to manage their interna-
tional human resources in a way that such tensions are minimized and local
management talent is developed and promoted. The development of effective
localization strategies and the promotion of local executives to senior positions is
a major human resource issue that such international organizations need to
address.

This chapter explores the issues around the localization of executive and mana-
gerial positions by drawing on a cross-section of contemporary research. The driv-
ers for continued localization of management positions are reviewed and some of
the major human resource challenges analysed. We conclude by suggesting that
effective localization depends on strategies that are aligned with wider corporate
goals. In other words, that such strategies are fit for purpose, appropriate to local
needs and not applied in isolation.

RESEARCH ON LOCALIZATION

By localization we are referring not merely to a local citizen filling a job, but to the
situation ‘when a local national is filling a required job sufficiently competently to
fulfil organizational needs’ (Potter 1989), or more recently ‘the extent to which
jobs originally filled by expatriates are filled by local employees who are compe-
tent to perform the job’ (Selmer 2004). Evans et al. (2002) see localization as the
systematic investment in the recruitment, development and retention of local
employees and, as such, as an important element in the globalization strategy of
multinationals.

The localization of key management positions is a challenge for multinational
companies and international development agencies attempting to balance their
global interests with the demands of rapidly changing local conditions. In light of
this, it is surprising how little research there has been about how best to localize
senior management positions or develop indigenous management talent. The bulk
of research in this area, as indicated elsewhere in this book, has concentrated
instead on the role and performance of international managers and expatriates
generally, managing international transfers and the recruitment, training and
development of expatriates.

The evidence (Joynt and Morton 1999) suggests that multinational companies
continue to use expatriates to fill key positions in their overseas operations.
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Multinational firms explain this trend in terms of their cxpanding role in the global
marketplace, the need to transfer skills and expertise and the advantage of giving
key staff overseas experience and the application of company systems internation-
ally. Furthermore, expatriates are no longer merely employed by traditional large
‘blue-chip’ companies with well-established international interests. They are
increasingly being used by companies who have little tradition of operating over-
seas and have little experience of working with expatriates and lack established
systems to manage and support them (Brewster and Scullion 1997; Foster 1997;
Forster 2000; Banai and Harry 2004).

While much of this research is rigorous and enlightening it is somewhat imbal-
anced because it is so dependent on the perspective of expatriate managers and is
rooted in western attitudes and values (Nakajima and Harry 2006; Harry and
Jackson forthcoming). There has been a longstanding concern that much of the
research into international human resource issues is fundamentally flawed because
it is so focused on the concerns of expatriates that it ‘ignores the importance of
local inputs and local personnel’” (Leach 1993:316). Consequently, the analysis in
much of the international HRM literature on expatriates is rather one-sided and,
as a result, our understanding of the complex dynamics of the localization process
is relatively undeveloped.

However, there is now a small, but growing body of research that focuses specif-
ically on localization and its strategic implications. Despite a plea that localization
should be incorporated into the wider context of international HRM strategic
thinking (Jain et al. 1998), the reality is that most research in this area is concerned
with the specifics of the localization process. For example, early studies focused on
developing the skills and expertise of host-country managers (Potter 1989; Vance
and Ring 1994). Other studies drew on evidence from particular country studies.
Cohen (1992) drew on research in Kenya to analyse the issue of ‘failed retention’or
why it is that a disproportional number of local staff who have been trained to take
over positions previously held by expatriates did not actually fill these posts. Leach
(1993) reviewed the role and cost of expatriates in developing projects in Tanzania
and Hailey (1994) examined the failure of localization strategies introduced in
Nigeria. This research analysed the reasons why in many developing countries the
post-independence pressure from politicians and trade unions to localize and
remove expatriate managers from high-profile positions was not sustainable
and how, in the resulting managerial vacuum, ‘return expats’, or consultants
(‘disguised expats’) were employed at great expense.

Researchers have also drawn on experience in China and Southeast Asia. Lassere
and Ching (1997) in a review of the role of local managers working for multina-
tionals operating in China concluded that the case for localization was overwhelming,
Hailey’s research in Singapore and Malaysia highlighted the tensions between local
staff and their expatriate colleagues and concluded that multinationals need to

implement effective and transparent localization policies (Hailey 1996, 1998).
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However, such conclusions were questioned by Gamble (2000) whose research
examined the situation facing foreign investors in China. He argued that calls for
wholesale localization of senior management positions were premature and that
there was still a role for the skills, organizational networks and neutrality that
expatriates provide. By the 1990s, studies analysed the practical aspects of local-
ization in the Chinese context (Selmer and Luk 1995; Lee 1999; Wong and Law
1999). More recently, research has emphasized the complex dynamics of imple-
menting localization strategies in China (Worm et al. 2001; Fryxell et al. 2004;
Law et al. 2004; Selmer 2004). Some international companies, banks and oil com-
panies, among others, have used host country nationals transferred to the head
office or regional office to transfer knowledge from the ‘field” to the ‘headquar-
ters’ (and, in an instructive terminology, referred to not as expatriates but as
‘inpatriates’). This is seen as a useful strategy to increase cross-cultural and cross-
national understanding as well as giving opportunities for career development of
such ‘inpatriates’.

In a study of employment creation and localization in the Gulf States, Harry
(2007) concluded that, despite governments’ pressure to localize jobs, many
employers prefer not to recruit local citizens and instead employ expatriates: who
they consider cheaper, more easily controlled and more capable than most local
staff. One explanation for this is that the supply of expatriates, in technical and
managerial jobs, is much more elastic and competitive than that of host-country
nationals; consequently, local managers may be more expensive than expatriates.
Banai and Harry (2004) also pointed out that some expatriate managers (and many
others in less senior positions) see themselves as ‘international itinerants’ moving
from place to place pursuing an international career and not secking to go ‘home’.

A number of researchers have pointed out that all too often localization as a
research issue has either been overlooked or treated as the flipside of the expatri-
ation debate (Banai and Harry 2004; Rowley and Benson 2004; Sparrow et al.
2004). As such it is one of the Cinderella subjects in the field of international
HRM. In reality, it is a human resource issue in its own right of considerable inter-
national consequence, as well as major commercial and ethical dimensions. In light
of this, it is surprising how few researchers have analysed drivers of localization
and its effectiveness and value; or examined how best to localize senior manage-
ment positions and what strategies are needed to develop indigenous management

talent.

DRIVERS FOR LOCALIZATION

There are a number of fundamental drivers behind the move to localize key
management positions. These include issues around the cost effectiveness and per-
formance of expatriates, concerns about the ability of expatriates to establish local
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contacts, political and ethical pressures to employ local citizens and the impact on
the morale and performance of local staff of having foreigners in senior manage-

ment posts.

Cost and performance as significant drivers for localization

The direct costs of employing expatriates are high. The typical expatriate manage-
ment package covers a range of high-cost allowances and perks, including family
relocation expenses, expensive accommodation, healthcare, educational and social
benefits. Expatriate costs are usually a multiple of the national employee costs and
expatriates are among the most expensive employees internationally (Banai and
Harry 2004; Scullion and Brewster 2001). Even the cost of administering the
expatriate employees’ conditions of service can be high, compared with that of the
administration of host-country nationals, with HR staff engaged in carrying out
cost of living comparison studies, developing tax equalization formulae and man-
aging international careers (Dowling and Welch 2004). It is estimated that an expa-
triate employed by an American multinational will cost two or three times an
equivalent position in the USA (Black et al. 1999). The cost of expatriate labour is
greater, over the long term, than most societies would willingly bear; for example,
expatriates working in China can be paid five times more than local staff in com-
parative positions (Selmer 2004).

There are also the costs associated with expatriates who return early because of
job dissatisfaction or difficulties in adjusting. While the evidence of expatriate fail-
ure is well documented, the exact proportion of employees who fail to complete
an assignment is probably lower than previously thought, but the cost of each such
failure can be enormous (Harzing 1995; Foster 1997). Furthermore, many of
those who completed their contracts were not as effective or productive as
projected. More than one-third of American expatriates performed below the
expectation of their superiors (Stroh et al. 2000).

The lower costs of the host-country staff and their continuity of employment
means that the return on investment in recruiting and training these staff may be
higher than for expatriates. Organizations that encourage the development and
promotion of local managers are likely to see improved morale and greater reten-
tion rates of their best staff (Harry and Collings 2006). Host-country managers are
generally a more reliable resource than temporary expatriate managers, who may
have divided loyalties and certainly see their ultimate destination as a different
location from where they currently work (Black and Gregersen 1992).

Indirect costs arising from the poor performance of expatriates or mistakes
because of their ignorance of the local business environment or culture must also
be considered. These indirect costs are hard to quantify and there have been few
attempts to assess them. Armstrong’s (1987) highly critical analysis of expatriates
in Tanzania and her assessment of the cost of their mistakes on limited local
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resources and staff time is one of the rare attempts to measure such costs. Such
analysis may well underestimate the costs involved because of the difficulty of
factoring into such an analysis the opportunity costs of failing to develop local
management talent.

There are also costs associated with the frustration felt by local managers at
their perceived lack of responsibility and limited access to international training
and promotion (Harry and Collings 2006). One consequence of this is that high-
calibre local managers look for positions elsewhere. The real cost of not promot-
ing talented local staff who understand the local market or have good contacts is
high. Business is lost, performance suffers and market share is threatened.
Furthermore, there are costs arising from poor personal relations between expa-
triates and local staff as we saw in Gamble’s (2000) quote at the beginning of the
chapter. Such personal misunderstandings and cross-cultural tensions can jeopar-
dise decision making, inhibit flows of information and hinder effective teamwork-
ing. Two studies by Hailey (1996, 1998) highlighted the underlying resentment of
local staff at the continued employment of expatriates, not just because of their
perceived power, perks and salary, but also because of their poor performance and
the way expatriates blocked the career ambitions of talented local staff.

One must see the high direct and indirect costs, including potential for decreased
performance, associated with employing expatriates in key managerial positions as
a significant driver to introduce localization strategies. While there is an obvious
need for high-quality skills and expertise in complex international organizations, it
is debatable whether the continued reliance on expatriate staft is an efficacious
response to internationalization. There is sufficient evidence to suggest that the con-
tinued use of expatriates is an expensive and inefficient use of organizational
resources. Consequently, multinationals and international development agencies
need to invest more in developing the skills, confidence and capabilities of local
staff. As one respondent in Singapore succinctly commented: ‘If an organisation can

afford expatriates then they can afford to train locals’ (Hailey 1996).

Contacts and local legitimacy as significant
drivers for localization

The economic and operational logic of promoting local staff and developing
indigenous talent is obvious. It is based on their knowledge of, and contacts in, the
local community; their experience and understanding of local markets; and ability
to work successfully in the local socio-economic culture. Local managers have the
ability to speak the vernacular language and be culturally assimilated. Possibly most
important, they are more likely to take a long-term perspective on the organiza-
tion’s operations in the local community and make a career commitment to devel-
oping activities locally, rather than the limited perspective of expatriates on

short-term contracts whose commitments may be elsewhere.
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Evidence suggests that of the many operational problems facing expatriate man-
agers their inability to adapt to the local business or develop an understanding of
the local marketplace is crucial. This is partly because of the time-bound nature
of their posting and associated issues around building mutual trust or networks of
local contacts (Hailey 1998). It also reflects the inability of some expatriates to
adjust to different business cultures and form effective relations (Banai and Harry
2004). This not only impacts on sales and profits, but also cuts across longstanding
relationships between local staff and potential customers. Efforts to build a perma-
nent niche in the local market are also threatened by the perception that expatri-
ates are merely a ‘temporary fixture’ and, as such, not worth doing business with.

The importance of local contacts and legitimacy as a key driver of localization
strategies should not be underestimated. The employment of talented local managers
in positions traditionally held by expatriates may improve communication, pcrform—
ance and productivity. Local-to-local communication is usually more effective than
when foreigners are involved. Local managers are in a better position to understand
the needs of local customers who share the same language and tastes. They are also
better placed to develop local contacts and even though expatriate managers may
have greater access to higher level institutional or political contacts, local employees
will, generally, be in a better position to develop business relationships with lower

levels of organizational and government hierarchies (Selmer 2004).

Political and ethical pressures as significant drivers of
localization

Governments actively promote localization policies because of fears of growing
unemployment, as well as economic and demographic factors. And in countries
with growing, youthful, populations, such as found in the Arab states of the Gulf,
it is recognized that unless effective localization strategies are introduced, there
could well be long-term economic and political consequences (Yamani 2000;
Harry 2007). Thus there is a growing unwillingness among governments in many
developing countries to allow key positions in foreign-owned operations to be
occupied indefinitely by expatriates and such firms are having to pursue localiza-
tion policies actively (Sparrow et al. 2004).

The promotion of local managers to senior executive positions may well also have
indirect political benefits. Host-country governments may view the localization
process as an indication of attachment or commitment to the host country and may
assist the firm in gaining lucrative contracts or tenders with local public-sector
organizations (Harry and Collings 2006). Localization of such senior positions will
also facilitate relations between foreign investors and host-country governments.
Selmer (2004) notes that in the case of China, the government favours the develop-
ment of local employees and both central and provincial authorities view localiza-

tion as an indication of foreign firms’ commitment to the country. The long-term
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relationship between the local operation and the host population often means that
the company is no longer seen as foreign but local and, as Sparrow et al. (2004 133)
point out, ‘regulators and governments look at the behaviour of a company against
local legal, socio-cultural and environmental norms’. A further advantage of using
local managers in key positions, for example, running a foreign subsidiary, is that
overseas firms can adopt a lower profile in times of unstable or sensitive political
conditions than would be the case if there was an expatriate in charge (Scullion
1995). Thus, from a multinational’s point of view an effective localization strategy
may help ensure that their foreign operations operate with minimum levels of
conflict with the host authorities.

There are a number of longer term reputational and ethical benefits from
employing local staff (Hailey 1999; Litvin 2003). There is a nascent debate as to
whether it is ethical to continue to use expatriates, who can be seen as an ‘alien’
and expensive overhead, while not employing local staff in similar posts. It has
been argued that the failure to promote and develop local managers is a reflection
on unethical human resource practices (Hailey 1999). Based on this analysis, local
staff can legitimately argue that they have a ‘fundamental right’ to be given the
same opportunities as any expatriate staff. It is therefore unethical to deprive them
of training opportunities, promotion or personal support that might be available
to expatriate staff. Vance and Paderon (1993) also explored the concern that multi-
nationals were not making effective, and therefore ethical, use of the host-country
workforce. They argue, among other things, that multinational companies had a
moral responsibility to train host-country workers because of the need to avoid
any form of racial or ethnic discrimination, prejudice and their obligation to ensure
local staff have the same opportunities as expatriate staff. Their analysis not merely
emphasized the extent of the moral obligation that multinationals have to their
local staff but also highlighted the ethical dimension of IHRM policies.

Political and ethical considerations are also significant drivers of moves to localize
key management positions. International firms and agencies need to recognize that
they have a moral and ethical obligation, as well as a political imperative, to invest
in developing the skills and competencies of local staff, establishing equal oppor-
tunities policies and, above all, learn to trust their overseas employees whatever
their nationality or background (Bedi 1991; Selmer 2004).

Staff tensions as significant drivers of localization

Most commentators acknowledge that the issue of trust lies at the heart of the
localization debate (Selmer et al. 1994; McAllister 1995; Banai and Reisel 1999).
Unfortunately, the evidence from a number of different studies suggests that the
level of distrust between local staff and their expatriate managers is both high and
dysfunctional (Hailey 1996, 1998). All this supports the findings of an early study
by Zeira et al. (1974), which found that local employees were dissatisfied and
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frustrated with ethnocentric staffing policies whereby senior management posi-
tions are filled by expatriates. The resulting tensions fuel resentment of expatriates —
their power, perks and privileges — and act as a further driver for localization.

These tensions were outlined in some detail in Hailey’s two studies of the per-
ceptions of local staff working for both multinational corporations and interna-
tional development agencies (1996, 1998). Both studies highlighted the potential
tensions between local staff and expatriates and raised questions about the efficacy
and ethics of continuing to employ expatriates. Most local managers interviewed
commented adversely on the perks and privileges of expatriates, the difficulties
arising from the failure of expatriates to adjust their management style and ten-
sions arising from cultural misunderstandings and insensitive expatriate behaviour.
Many felt that their careers had been inhibited by the continued employment of
expatriates and that the relationship of trust between colleagues seems to have
been broken.

In general, it appears that the previous respect for expatriate managers shown by
local staff is waning. This shift has been fuelled by resentment at the disparity
between their own pay and the ‘lavish” packages of their expatriate colleagues, as well
as their inherent insularity and insensitivity (Cohen 1977; Bedi 1991). Local staff
appear neither to trust expatriates nor necessarily value their performance. There
was also concern at what has been referred to by some locals as the ‘two-faced’
ethics of many expatriates and their willingness to breach procedures with impunity
when it suited their own needs. The evidence suggests that many local managers saw
expatriates as patronizing, colonial and racist. This was exemplified by such observa-
tions as they ‘still perceive orientals as incapable’ or the way expatriates use their
own networks means that ‘white men speak only to white men’ (Hailey 1996). The
growth in educational opportunities has given host-country nationals the chance to
build their capabilities so that now many will be better qualified and more able than
the expatriates sent by the international organization (Banai and Harry 2004).

These demotivating tensions and frustrations are clearly drivers for localization.
If such problems are left unchecked then employers may face growing resistance
from local staft that threatens not just productivity but corporate loyalty. It will
result in low morale, increased staff turnover, growing criticism from local politi-
cians and trade unions and increased difficulties in accessing local business net-
works, distribution channels and markets generally, let alone forming successtul
joint ventures or strategic alliances. It is against this background that the pressure

to localize crucial management positions must be seen.

STRATEGIES FOR EFFECTIVE LOCALIZATION

Effective localization implies that an organization must develop strategies that both
promote and support local staff while still maintaining quality and productivity.
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However, the evidence outlined in this chapter suggests there are a number of
obstacles to this process including: insufficient investment in developing the skills
and competencies of local managers; inappropriate and biased recruitment and
selection procedures; underestimation of the skills and experience required; lim-
ited and irrelevant training; poor terms and conditions; and attempts by existing
expatriates and consultants to maintain their status and position and consequently
undermine localization strategies (Harry and Collings 2006; Harry 2007).

BARRIERS TO EFFECTIVE LOCALIZATION

It is also clear that a major obstacle to developing a new generation of local man-
agers is the lack of available managerial talent in rapidly developing economies, for
example, in the Gulf States, China or Eastern Europe. The pace of development has
been so rapid that there is great demand for the few graduates who have under-
taken advanced management courses (Micklethwait 1996). In the Gulf States, for
example, the emphasis in education is often on culture or nation building rather
than on ensuring employability in the workplace (Harry 2007). There is also con-
cern that many graduates are more likely to want to work in government or be
entrepreneurs than to work for foreign firms or be under foreign managers. In this
regard Gamble (2000) provides some useful illustrations of the reluctance of
Chinese citizens to work under the supervision of Japanese expatriates in the retail
sector in China.

It should also be noted that some international organizations are hesitant to
employ local managers in key posts because they do not have the skills to take on
the necessary responsibilities or handle the procedures and systems common in
many multinational firms or international agencies. This, in turn, impacts on head-
quarters’ operational control of the host operations (Child andYan 1999). A further
concern raised by some researchers is the fear of inappropriate use of corporate
resources, embezzlement or even loss of intellectual property. Selmer (2004)
describes this as an ‘agency problem’ and argues that an expatriate presence may
help to guard against local managers pursuing their personal self-interest in man-
aging the subsidiary or making decisions that are incongruent with the organiza-
tion’s global strategy. In a similar vein, Boisot and Child (1999) noted that due to
concerns over embezzlement many foreign firms operating in China have reserved

the right to appoint their chief financial officers from within the organization.

LOCALIZATION STRATEGIES: A FOUR-STAGE PROCESS

Despite the fears and concerns it is clear that if the localization of particular man-
agement posts is identified as a key human resource priority then localization
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strategies can be successful. Experience suggests that such strategies must be
aligned to the organization’s wider strategic goals or corporate strategy. In other
words, it must be driven by the search for strategic advantage and not as a com-
promise solution to short-term problems or merely as a cost-cutting exercise
(Taylor 1999; Selmer 2004). The evidence also suggests that such strategies take
time and can be complex to implement. As Gamble (2000: 883) commented:
‘Localization is likely to proceed at a much slower pace than its main advocates
may wish or anticipate, and ... there are practical, cultural, and strategic factors
which may, and perhaps should inhibit rapid localization.” Because of the link to
wider strategy and the possibility of short-term problems it is essential that local-
ization strategies have top management commitment and support. Localization
cannot therefore be an HR initiative alone.

The localization process can be divided into four key stages. The first stage is
ensuring there is a genuine commitment to localization. Second is the design of
appropriate localization strategies — the strategizing stage. Third is the application
of these strategies — the localizing stage; and fourth is a consolidation stage when
the new incumbents are given ongoing developmental support and the success of
the localization policy is reviewed. The first stage requires senior management in the
parent organization and the host-country operation to commit their personal sup-
port, as well as sufficient resources (especially in terms of selection and training),
to ensure efforts to localize succeed. Often expatriates and foreign managers have
appeared to be supporting localization while actually undermining or under-
resourcing the process. Without such commitment localization will be a troubled
process that leads to resentment, and worse, within the organization (Nakajima
and Harry 2006).

The second stage with its focus on strategizing is based on an initial clarification
of goals and achievable objectives, as well as an assessment of the costs and bene-
fits involved and the investment necessary. The evidence suggests that the develop-
ment of effective strategies and appropriate objectives is crucial to ensuring the
success of long-term localization (Wong and Law 1999; Law et al. 2004; Harry and
Collings 2006).

The third stage is concerned with the direct application of specific HR policies
that are appropriate to the local environment and culture and have the buy-in of
both host and expatriate managers (Wong and Law 1999: Fryxell et al. 2004). This
localizing stage includes the establishment of effective recruitment and selection
procedures to identify appropriate candidates for specific jobs, the introduction of
strategies for their ongoing development and must include incentives to encour-
age local staff to assume the new roles expected of them (Law et al. 2004).
The selected HR practices must be appropriate for the host environment and not
just be brought from ‘home’ or headquarters and applied without taking into
account expectations and standards of the local citizens. Training, mentoring and

coaching are an essential element and are central to the success of these strategies.
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Braun and Warner (2002) highlighted the importance of in-house training, assign-
ments abroad and mentoring programmes in the development of local Chinese
managers taking over posts held by expatriates. Fryxell et al. (2004) emphasize
that this implementation of localization strategies is not about applying generic
solutions or simple recipes, but adapting them to specific needs and the particular
cultural context. Indeed, they argue that successful localization is marked by the
application of an appropriate combination of elements, rather than the imposition
of a linear relationship between separate elements of the programme. Successful
locals will often be role models for others and can be the best mentors and coaches
for later generations.

The fourth, consolidation, stage occurs when locally employed staff have the
necessary skills and competence to assume roles previously assumed by expatriates
and the success of the localization process is evaluated and lessons learnt (Wong
and Law 1999). This stage also involves ensuring expatriate support in the devel-
opment of new local managers by actively involving them in the planning of the
localization process and providing them with a suitable and attractive repatriation
package (Law et al. 2004; Selmer 2004) or by opening up new career opportuni-
ties (Banai and Harry 2004). During the consolidation stage there will be feedback
on the causes of successes or failures and in the localization process, aimed at
improving the development of staff to replace other expatriates.

This staged approach to localization gives a structure to what is potentially a
complex and divisive organizational and political issue. By taking a systematic
approach with objectives and timelines, progress can be measured, obstacles rec-
ognized and dealt with. The evidence suggests that if there is a genuine commit-
ment from senior management to effective and ethical localization then there is a
high chance of success (Harry and Collings 2006). This is particularly true if time
and resources are invested in the planning stage, appropriate HR policies and prac-
tices are applied in the localization stage, and these are followed up by appropriate
and timely development support and ongoing monitoring (Hailey 1999; Fryxell
et al. 2004; Law et al. 2004).

LOCALIZATION IN PRACTICE: SELECTION, TRAINING
AND EXPATRIATE ATTITUDES

Case study 2.1

Localization issues in an Asian airline

Not so long ago several very successful East Asian airlines marketed themselves,
not very subtly, as having reliable (Caucasian) pilots and glamorous (young, female,
Asian) cabin crew. The high-paid jobs were reserved for expatriates and the low-paid
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service jobs for the locals. Behind the scenes and outside the marketing campaigns
a similar division of labour between high-paid prestigious jobs and low-paid menial
jobs was visible. Managers were Europeans and office staff Asian. Engineers were
white, mechanics were brown. The airline in this case fitted this pattern.

During its early history the airline had no locals trained as pilots, although the
country’s armed forces had pilots and neighbouring states had trained pilots for
their successful commercial airlines. Engineering and other highly technical and pro-
fessional jobs were held by foreigners. There was no programme for training or
developing the host-country nationals to take these roles. About 25 years ago
modest programmes were started to train pilots and engineers but with little enthu-
siasm on the part of the expatriate managers or staff. Local staff were recruited in
small numbers but the number of expatriates stayed the same and even increased
as the firm expanded and more expertise was needed to support the training efforts.

Slowly the number and capability of local engineers increased until they started
to take on highly skilled and managerial roles. These engineers showed they had
at least as much ability and even more commitment to doing well as the expatri-
ates. A critical mass of local and internationally qualified engineers developed.
Management was no longer able to justify keeping high-cost expatriate engineers
and most of the engineering function was ‘localized’.

Among the pilots, expatriates continued to dominate. Few local pilots were
appointed and their promotion was very slow. A range of excuses were given to
explain this state of affairs, including that local staff do not like to be away from
home overnight and are therefore not suitable for international flights or that they
do not have the education or work ethics of the expatriates, even that their cul-
ture does not make them suitable for technical roles. As pilot jobs are governed
by strict rules of seniority, the expatriates knew that if they left the Asian airline
even as experienced flight crew they would have to start at the bottom of the sen-
jority list in a new airline. So the expatriates resisted and slowed the recruitment
and promotion of the local pilots. It probably took a decade longer than
necessary to appoint local pilots in sufficient numbers. Now, more than
25 years after the airline started to localize pilot jobs, there are still expatriates
employed as captains and first officers. But now over 70% of pilots are locals.
There are even local female pilots — an inconceivable proposal when the idea
of localization of these high-value, high-paying and high-status jobs was first sug-
gested.

Questions

1 Would marketing campaigns that emphasize the use of western pilots and
young female Asian cabin crew be successful nowadays? Why might this be
the case (or not)?
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2 Why might a commercial airline prefer not to train staff, but to ‘buy’ in
ready-trained personnel?

3 Are people from some societies better at dealing with ‘technical’ tasks
than those from other societies? Why might some observers think it is the
situation?

4 How could developing a critical mass of employees lead to changing
policies and ways of working?

5 Is promotion based on seniority a useful model for jobs that need a lot of
experience?

As the case study shows, localization strategies have a number of implications in
terms of HR practices. Human resource strategists must ensure that there are
effective selection and promotion procedures in place to support localization. This
is a matter of some concern because of the evidence that many multinationals use
inappropriate methods to select employees or their systems are inappropriate to
the cultural context in which they are applied (Sparrow 1999; Briscoe and Schuler
2004; Weir and Hutchings 2006). Appropriate training is also a crucial element in
promoting successful localization, particularly in societies with an under-resourced
education system or where there is a serious skills shortfall (Yamani 2000; Harry
2007). In many countries, the major task is not skill training, but rather the devel-
opment of appropriate behaviour and inculcating a work ethic. The education
system of the former Soviet Union, for example, produced people with good tech-
nical and professional skills but poor work attitudes. This is well reflected in the
aphorism ‘employers pretend to pay the staff and the staff pretend to work’ (Harry
2006). In Eastern Europe, the traditional emphasis on theory rather than applica-
tion resulted in poor-quality levels and high scrap rates (Kiriazov et al. 2000).
While effective recruitment and training are seen as essential components of effec-
tive localization, recent studies, such as Banai and Harry (2004) and Harry and
Collings (2006), have highlighted the central role of incumbent expatriates in this
process.

The evidence points to a lack of investment in training appropriate to the needs
of a new generation of local managers. Possible explanations for this lack of sup-
port and investment in management training include the attitude of expatriates to
developing local staff, self-interest of the first generation of local managers (who
sometimes resent better qualified or more capable younger rivals) and the extent
to which the parent company fails to sanction ongoing investment in staff develop-
ment in order to discredit the localization process and justify the re-employment
of expatriate managers (Hailey 1994). Selmer argues that ‘effective localization
commences with the incumbent expatriates’ (2004: 1094). Expatriates, perhaps

because they can earn more abroad than at home, can be a serious obstacle to
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effective localization. The attitude and ability of individual expatriates is crucial in
determining the success of the localization process. This is because the expatriate’s
own self-interest may dictate whether they willingly engage in the localization
process (Harry and Collings 2006). Morcover, they may actively attempt to
thwart efforts at localization in an attempt to delay their own repatriation and the
threat to their career or income (Keeley 1999; Rogers 1999; Law et al. 2004;
Selmer 2004).

One of the key roles that expatriates play is a developmental one. In this regard,
expatriates must proactively assume a mentoring and coaching role if localization
strategies are to be successful (Evans et al. 2002; Law et al. 2004). They can also
fulfil an important role by disseminating knowledge about corporate cultures,
structures and systems (Gamble 2000). It is imperative that local managers bene-
fit from the knowledge and skills of the expatriate manager if they are to grow and
develop and ultimately assume the responsibilities once held by the expatriate. This
may be problematic for a number of reasons. First, expatriates may not have the
skills or abilities to play a mentoring or coaching role (Nadler 1993). Second, they
may be deterred from developing local staff due to the short-term nature of their
foreign assignment brief or an over-emphasis on quantitative performance indica-
tors such as return on investment or quality levels. Third, expatriates may also
delay localization by painting a picture of local staff being lazy or not motivated,
untrustworthy and so too expensive to train and to employ (Selmer 2004). This
study concludes by suggesting that, in practice, it is the unwillingness of recalci-
trant expatriates that impedes localization rather than inability or lack of skills.

Thus the challenge for organizations deploying expatriates is to select and assign
only those who are committed to or who understand the dynamics of developing
local staff. Moreover, to give these expatriates additional training to develop their
own mentoring skills and design a reward package or incentive scheme that
encourages them to develop local counterparts. The role of intrinsic motivators
should not be underestimated. Many individuals get satisfaction from passing on
skills to others, enjoy learning new skills themselves (such as improving the capa-
bility of others in foreign lands) or have the self-satisfaction of a job well done
(Banai and Harry 2004). Thus, the challenge for the international HR manager is
to develop a compensation system that accommodates these various motivators
and encourages appropriate behaviours in expatriate employees.

The expatriate’s support is crucial to the success of the localization process. Not
only can expatriates transfer skills and knowledge, but they can also set an example
and pass on attitudes and behaviours and set standards that local staff can emulate.
They can also act as champions for local staff when dealing with head office.
However, if expatriates are resistant, cynical or incapable, then effective localiza-
tion will fail or be postponed. In contrast, if expatriates are supportive, foster a
climate of trust and are prepared to play a developmental role then localization

strategies are much more likely to succeed (Fryxell et al. 2004; Selmer 2004;
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Harry and Collings 2006). The evidence suggests that many expatriates have found
themselves highly employable because of their ability to train, to advise and to con-
sult on localization programmes (Banai and Harry 2004). The most effective expa-
triates realize that they are no longer employed as ‘doers’, but instead as

supporters and capacity builders.

CONCLUSION

This chapter has explored some of the contemporary research around localization. It
argues that localization is a key human resource issue in its own right with major eco-
nomic and ethical dimensions, but that all too often it has been overlooked as an issue
for research. As such it is one of the ‘Cinderella’ subjects in the field of international
HRM. This is a matter of some concern because the evidence suggests that localiza-
tion should be seen as an integral strand of any multinational organization’s interna-
tional strategies. The evidence suggests that it would be cheaper and more ethically
appropriate for such organizations to phase out, or at least reduce, the use of expa-
triate managers, place greater trust in local staff and build on their experience,
expertise, local knowledge and contacts. Expatriates have a useful role in many

global organizations but locals have a crucial role in the success of globalization.

KEY LEARNING POINTS

m This is an area of international HRM which has not attracted much research
interest over the years. The lack of research in this area suggests that this is
a difficult and sensitive area to study in any depth.

® The chapter has identified the key elements of the strategies that promote
successful localization, as well as some of the obstacles that inhibit or con-
strain the effective implementation of these strategies.

m Tt is such difficult HR issues that must be addressed on a regular basis and

not avoided because they are too complex or culturally sensitive.
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Chapter 3

HR sourcing and shoring

Strategies, drivers, success factors and
implications for HR

Paul Sparrow and Werner Braun

SUMMARY

This chapter explores the different strategies that are at play in terms of both sourc-
ing and shoring of HR services. A brief review of theoretical perspectives is followed
by a warning that theory tends not to align with the judgements made by the key
actors in practice. The chapter explores the range of variables that can be identified
and the need to understand parallel developments in the strategic reorientation of
the HR function. It is noted that there are continued and substantial international dif-
ferences in the pursuit and preference for HR outsourcing (HRO). Despite the fact
that HRO vendors are building impressive delivery centres and capabilities spanning
the globe, their ability to truly optimize HR processes on a global scale remains
to be proven but there are significant developments in these areas and the service

offerings of vendors are evolving rapidly to address such concerns.

CHAPTER OBJECTIVES

By the end of this chapter, readers will have:

= understood the core strategies pursued as firms make choices about sourc-
ing and shoring of HR services

m identified the variables that need to be measured to assess the effectiveness
of each strategy

m reviewed the business drivers for human resource outsourcing and identified
the strategic outcomes that should be used to determine success

m considered how the market for sourcing and shoring options is developing
by analysing the volume and scale of contemporary deals

m identified useful avenues of research that might help explain international
differences in the HRO market
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® gained a sensitivity to future developments and challenges for HR functions

by analysing both vendor strategies and issues for the retained HR business

INTRODUCTION

A wide set of business services can now be delivered through a range of new orga-
nizational forms. Abramovsky et al. (2006) differentiate these services into direct
IT services (for example, hardware and software consultancy, data processing,
maintenance) and IT-enabled services (the much broader range of work including
professional services and other diverse activity, of which the various human
resource sourcing and shoring strategies examined in this chapter are but one
variant).

Mahoney and Brewster (2002) note that while findings from the Cranet survey
show that HR service delivery is commonly indicated as one of the key challenges
for personnel/HR management, the term ‘HR outsourcing’ still carries its own
intellectual ‘baggage’. It is often associated with perceptions about the loss of
responsibility and control, reduced importance for the function and a lack of focus
from the external service providers. Because HR departments are challenged to be
more cost effective while at the same time improving the quality of their service and
the value of their overall business contribution, outsourcing of certain activities
under appropriate conditions may be a desirable solution. Finding the right balance
and solution remains the challenge for many and no organization appears to have yet
developed a fully effective way of exploiting the possibilities associated with these
recent developments in HR service provision on a global scale (Sparrow et al.

2004). Indeed, there is still considerable confusion about many of the options faced.

CORE STRATEGIC RATIONALES AND CHOICES

The first question that we address therefore is: how can we best distinguish
between some of the new organizational forms that have emerged such as insourc-
ing, outsourcing, offshoring and global insourcing? Abramovsky et al. (2006) pro-
vide a staged model of these organizational forms. They are all seen as different
forms of specialization, whereby activities are moved, under different geographi-
cal and sourcing arrangements, to specialized units. For Chakrabarty (2006), there
are two strategies at play: ‘sourcing’ (across organizational boundaries between a
client entity and non-client entities such as vendors, suppliers and third parties)
and ‘shoring’ (across either onshore — same country — or wider geographical
boundaries). Sometimes offshoring may be further differentiated into nearshoring
(shared borders or close institutional and cultural regulatory regimes) and offshoring
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(used specifically to refer to sourcing across a wide geographical and cultural dis-
tance). The taxonomy that follows can be applied to any process, not just HR.
Indeed, as a general observation, in order to inform research on HR sourcing and
shoring, we need to draw on the general business process outsourcing literature.
From this perspective, then, there are four core strategies that might be applied:

1 In-country insourcing describes the situation where the supplier—customer
relationship is still formalized and contracted and activities are still sent to
another (within-country) location (generally for reasons of cost efficiency),
but the activities are still performed in-house, for example, in one of the
organization’s own subsidiaries or a service centre. The responsibility and
delegation of tasks to the service provider means that they are still what is
called an internalized ‘client Cntity’.

2 Global insourcing describes the situation where the redesign and reconfigura-
tion of activities and processes to become more efficient and effective allows
some geographical flexibility over the location of the activity. The other loca-
tion is outside the original country. For economists, ownership of 10% of
offshore operations constitutes direct foreign investment between a parent
operation and an affiliate.

3 Outsourcing describes situations when a third party provider is used to carry
out the activity, with the production of services purchased externally, but
still within the same country. It is generally aimed at achieving higher prof-
itability by using fewer in-house resources. It is defined as ‘a discontinuation
of internal production (whether it be production of goods or services) and
an initiation of procurement from outside suppliers’ (Gilley and Rasheed
2000: 764). Human resource outsourcing (henceforth abbreviated to HRO)
involves ‘the purchasing by an organization of ongoing HR services from a
third-party provider that it would otherwise normally provide by itself’
(Hesketh 2006: 1).

4 Offshoring describes a particular type of specialization in which the produc-
tion of services or goods is moved overseas. Offshoring involves a broad
range of tasks that are executed by a firm in another country, ranging from
the establishment of a foreign subsidiary to a relatively arm’s length relation-
ship with another firm (Harrison and McMillan 2006). More arm’s length
relationships tend to involve a more explicit practice of contracting with
individuals or companies in foreign countries to perform work that might
reasonably be conducted domestically. Hunter (2006: 2) therefore defines
offshoring as ‘the act of transferring some of a company’s recurring internal
activities to outside providers, who are located in a different country and
market economy, under a formal service contract’. Offshore transactions
also typically involve two parts: a transfer of responsibility for the operation

and management of part of an organization; and a guaranteed provision of

41



PAUL SPARROW AND WERNER BRAUN

services to the client organization by the vendor for a particular time period.
Given the distances involved in offshoring, the factors of production are
rarely transferred to offshore sites, but the services, processes and decision
rights are (Hunter 2006).

The risks associated with each of these organizational forms differ, of course.
Offshoring is considered to take the benefits and risks of outsourcing to its
extremes (Chakrabarty 2006). Moreover, even if the best skills can be found at the
lowest cost, the challenges of coordination, communication and control are tested
by the cultural divergences.

Three dominant theoretical perspectives have been used to explain the motiva-
tion to outsource: models of core—periphery activity and the resource-based view
of the firm, transactional cost economics and the decision to make or buy services;
and models of HR roles and the shift towards more consultative and strategic activ-
ity (Budhwar and Cooke 2008). But the theoretical basis to drive each choice of
organizational form is different. As a strategic tool, Hesketh (2006) argues that
outsourcing revolves around decisions about: capability (whether to improve or
acquire this); scale (providing well-administered services for populations large
enough to justify the return on investment); and technology (the benefits of which
may be acquired or leveraged through the development of shared services or out-
sourcing). Outsourcing is therefore typically analysed from a resource-based view
(RBV) of the firm. Espino-Rodriquez and Padrén-Robaina (2006) point out, how-
ever, that it is not the capabilities or resources that form the source of competitive
advantage, but the exploitation of these resources through the efficiency and effec-
tiveness of existing business processes.

Offshoring, in contrast, is often analysed from a transaction cost perspective.
Traditional supplier relationships often involve the purchase of new services, but
offshoring generally involves the movement of already existing in-house activities.
The issue therefore is the completion of the same task in a different location,
where the costs may be significantly cheaper. Hesketh (2006) notes that decisions
about this are driven more by economic theories of labour arbitrage rather than
the RBV models of organizational capability that drive thinking about shared serv-
ice, e-enablement and outsourcing.

Theory, however, rarely aligns with the pragmatic judgements that are made by
the strategic actors. One of the challenges that faces all of those working with the
decisions that surround the choice of the above four options is neatly summarized
by De Vita and Wang (2006: 4):

The question of the extent to which each (core competence) ... is singularly
both necessary and sufficient to justify the ... choice has never been satisfacto-
rily squared ... Ambiguity still reigns on how to establish what, and what not,
should be seen as core. Is it what we do best? Is it what creates value? Or is it
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related to the strategic importance of the activity in relation to changing indus-

try requirements?

Not surprisingly then, Kenney and Florida (2004: 1) observe that, once we
analyse the strategic paths being pursued, we should not oversimplify our assump-
tions about globalization:

Globalisation is much more than simply moving employment and activities
from developed nations into nations with lower cost forces. Such a simple
conclusion obscures the complicated skein of cross-border relationships
that have evolved out of firm strategies secking to balance a kaleidoscope
of variables including labor and inventory costs, transportation, quality,
concentration of valuable knowledge in clusters and temporal proximity to
customers. Understanding firm strategies at a single moment in time is
complicated enough, but unfortunately these variables also fluctuate

[over time].

DETERMINANTS OF THE EFFECTIVENESS OF
STRATEGIC CHOICE AND EXECUTION

The second question to address is: which variables need to be measured to assess
the effectiveness of these organizational forms (or assess the strategy used to exe-
cute them)? In answering this question, one cannot ignore the role that technology
(primarily, through e-enablement) and supporting HR structures (for example, in
the form of shared services) play in enabling each of these choices. This is because
one of the cornerstones for success in HRO is clarity in terms of desired changes
for the future HR operating model. Outsourcing HR activities typically involves
moving activities into an outsourced centre of scale (in contrast to an internal
shared service centre). In most companies, this triggers a restructuring process of
the retained HR organization and organizational design work around the retained
organization, including the establishment of service management organizations
(SMOs) to manage the client—vendor interface and structural arrangements for the
transition and transformation stages. HR outsourcing projects also allow organiza-
tions to gain access to cutting-edge HR technology while avoiding ongoing IT
investments. In order to maximize the benefits from this access to technology,
organizations have to formulate an appropriate IT strategy and architecture
approach. This requires a thorough understanding of the vendor’s technology, the
challenges it creates in terms of appropriate technology interfaces, data compati-
bility, data security, maximized user buy-in and technology investment for the

retained organization.
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Therefore, although it is beyond the scope of this chapter to discuss the more
general developments of the role of IT in HR, in practice solutions such as out-
sourcing are often combined with the e-enablement of many HR processes and an
extension of existing information and communications technology (ICT) systems
(CIPD 2005a, 2005b). Indeed, in a study of 64 UK MNCs, Brewster et al. (2005)
found that when HR managers ranked items on HR structures and strategies, high
outsourcing of business processes loaded on a factor of efficiency alongside high
centralization and e-enablement of HR.

In practice, when we consider execution of strategy, responses are far more
complex even than suggested by the four organizational forms just considered. This
is because each of the four organizational forms — and indeed the hybrid combina-
tions of these forms that are often pursued — offers a different contribution to
parts of the value chain (Chakrabarty 2006). Firms therefore make much more

differentiated decisions, which involve choices about:

® sourcing (for example co-sourcing with one or multisourcing with multiple
vendors)

m different support strategies (for example, fix-and-keep in-house, rehabili-
tate and retain, enable capability building within the client or indeed the
vendor operation, outsourcing with a reverse option, through to complete
divestment)

®  contractual arrangements, which may be benefits based (whereby payments
are linked to realized benefits) or may be co-sourced (where vendor
revenues are linked to client performance)

® Jocation of resources, which may be distributed (where the vendor has
teams both on shore and offshore) or dyadic (independent client and vendor

operations).

There are also multiple regulatory regimes (referred to as contract complexity or
density) that can be adopted. Attention is therefore now being given to the nature of
governance and risk mitigation that accompanies any particular outsourcing solution
(Barthélemy and Quélin 2006). Complexity is required for three reasons:

1 to mitigate opportunistic behaviours by the vendor
2 to avoid over-dependence on the vendor
3 to allow flexible responses to changes in the environment.

In practice, governance arrangements are based on two control mechanisms:

1 formal contractual relations in the form of ‘a bundle of obligations,
incentives, rewards and penalties’ where ‘it is not clear that the chosen

governance will mitigate all contractual hazards’
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2 arange of complementary social mechanisms such as trust, reputation and

what has been termed ‘the shadow of the future’ act to ensure self-regulation.

How important a set of variables does contract complexity represent? Barthélemy
and Que¢lin (2006) identified 816 outsourcing agreements from 1992—97 based on
searches in ABI/Inform and Reuters. They surveyed 82 of these deals (76% in
Europe) in order to assess the link between contract complexity and the aftermath
(the impact of hazards on post-deal transaction costs). Denser contracts existed
when there were high switching costs, higher strategic centrality of the outsourced
activity and higher uncertainty about future needs. Denser contracts were also asso-
ciated with higher monitoring and enforcement costs. While adapting human assets,
surprisingly, bore no relationship to contract complexity, it was associated with
higher switching costs. The study also showed that governance was clearly based on
a blend of formal contracts and relational norms and this raises an important research
agenda around the design of outsourcing arrangements, the role of relational versus
contractual elements (itself likely to differ across countries or national cultures) and
the impact on performance outcomes such as service, innovation and productivity.

What messages does this last section contain for researchers? Given the com-
plexity of sourcing and shoring strategies and contracts, the need to understand
how these are combined with other changes (such as centralization or e-enablement)
and the range of variables associated with effective execution, beware the writers

who take strong ideological positions for or against HRO.

BUSINESS DRIVERS FOR HRO

How important might the different business drivers for sourcing options be? What
does analysis of these drivers tell us about the necessary research base that is
needed? In this section we look at the business drivers for one of the sourcing
options — HRO — to help address these questions. The most common business

drivers for companies to consider HRO are:

cost savings

improved service quality

IT investment/access to technology
improved process efficiencies
global process harmonization

strategic reorientation of HR

improved business agility.

We will review each of these drivers in turn, but first set the broader decision-
making context. The decision to outsource reflects a complex amalgam of motivations.
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Greer et al. (1999) identified a series of competitive and political forces that, by
the end of the 1990s, were driving a significant proportion of firms to outsource
some or all of their HR activities as they attempted to refocus their businesses,
lower costs, increase service levels and improve the capability to respond to future

business challenges. These were:

L] downsizing pressures in other functions, moving into the HR function itself
as calls for reduced costs of HR services increased

® rapid growth through mergers or acquisitions or rapid decline in markets
and associated pressure to monitor costs: the former provided the opportu-
nity to decide whether to hold on to or release selected HR activities or was
associated with exceptional service demands being outsourced because of
limited internal capacity; the latter increased pressure to reduce costs

® globalization, where the move from being sellers of products or services to
managing more complex international movements, harmonization of poli-
cies or requirements for specialized services led to the standardization of
in-house activity or outsourcing to specialist providers

® increased competition and adoption of balanced scorecard approaches,
which increased attention to customer and employee measures of service
quality and created pressure for more responsive service provision at
lowest cost

® mismatches between the demand for more specialized expertise and grow-
ing complexity of HR tasks and capabilities of existing specialists, reinforc-
ing pressure to outsource

®  desire to reduce HR bureaucracy (perceived) to get in the way of operational
efficiency, reinforcing pressures for the shape, size and focus of HR depart-
ments to be determined on the basis of market forces rather than procedural
processes

® outsourcing enabling unsatisfactorily performing or troublesome HR opera-
tions to be ‘hidden’ from view or passed on to vendors, reducing personal

risk to the decision makers.

In addition to descriptions of the political and strategic forces at play, there have

also been analyses of the actual management motivations to outsource HR.

Text box 3.1
Management motivations to outsource HR
Lever (1997) showed that early developments in the outsourcing of HR

were driven not just by cost drivers, but by a combination of three factors.
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Cost reduction
Savings produced by avoiding the need to add new personnel or by reduc-
ing existing personnel by hiring experts in specific areas at lower cost.
Higher value created where transactions with external agents are more
cost effective than building and maintaining internal capacity.
Better service demonstrated at lower prices through economies of scale
and learning curve efficiencies as work from several clients is combined.
Standardization of processes, judicious use of services or reduction of
bureaucracy extracting additional cost savings that can be shared with the

purchaser.

Risk reduction

Insuring against problematic performance and reducing business risks by
transferring productivity and component cost issues to the vendor.

Vendor risk increased because of exposure to client business lifecycles and
their profits depending on the client maintaining their business.

Client risk reduced because technological and skills obsolescence /updat-

ing issues and day-to-day control/coordination passed on to the vendor.

Competency building

Building organizational capability by focusing on a set of core compe-
tencies.

Access to highly skilled specialists and opportunity afforded by outsourc-
ing mundane or infrequent activity used to selectively build internal skills.

Commodity-like and esoteric activity replaced by more Value—adding activity.

Cost savings

While buyers are increasingly demanding higher value and incremental business
benefits from their HRO engagement, the achievement of significant cost savings
is by far the most frequently mentioned reason why companies outsource (Cook
and Gildner 2006; Hesketh 2006). The capital outlay, for example, for continuous
HR technology investments, can be immense and for many companies HRO pro-
vides a real incentive to move towards a variable cost model.

Cost reduction has proved an enduring motivation. The study by Brewster et al.
(2005) found that 37% of their sample of MNCs was pursuing an efficiency strat-
egy, combining outsourcing with centralization and e-enablement. Similarly, data
from an UNCTAD/Roland Berger Strategy Consultants study (cited in Hunter
2006) show that, in practice, the decisions by Fortune 500 companies to pursue
another of the sourcing options — that of offshoring —are driven by (in order of impor-
tance): lower wage costs; reduction of other costs; improved service quality; focus on

core competences; speeding up the process cycle; avoiding capacity constraints;
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extending the scope of services; strengthening an existing affiliate; and access to
technology and infrastructure.

The typical achievable cost savings through HRO are believed to be in the range
of 20-25% (Golas 2005). Hunter (2006) estimates that a typical offshore deal from
the UK to India generates cost savings of between 35-45% once offshore overheads
(onsite contract management, schedule delays and rework and transition costs)
have been accounted for. We caution that such figures need to be read with great
care as the achievable cost savings are evidently dependent on a whole range of fac-

tors. Some of the most obvious variables are:

®  Previous HR tranjormation and current HR gfﬁciency rate: Efficiency savings are
typically lower if a company has already established a shared service centre
structure.

w  Complexity of HR processes and the extent of transformation and transition work
required by vendor: The more vendor resources need to be tied up during the
transition and transformation stage to baseline and untangle ‘as-is’ HR
processes, the more this will impact upon cost savings negatively.

®  Transition and transformation approach and degree of process specificity required by
the client: The more a client is willing to move towards the standardized ‘best
practice’ processes of a vendor, the higher the opportunities for cost savings.

®  Tjpe of processes to be outsourced: The more transactional and standardized the
requested HR processes the larger the possible cost savings.

®  HRO market maturity and degree of competitiveness: In the past years many ven-
dors in the multi-process HRO market have struggled to build a showcase
base of clients. As a consequence, they were willing to guarantee significant
cost savings to these clients. The more competitive the market for the
requested processes, the bigger the positive impact on cost savings.

w  Cost base to be transferred: The higher the transferred cost base to a vendor, the
higher the possibilities for efficiency savings.

®  The delivery model: There is a positive association between the degree to which
the client is willing to accept an offshore delivery model and the impact on
cost savings.

®  Employee transition: The higher the number of staff needing to be transitioned

from client to vendor, the lower the possible cost savings.

There are many hidden costs. Barthélemy and Quélin (2006) draw attention to
the problem of escalating commitment. The governance and risk mitigation
arrangements mentioned earlier (which themselves bear cost) are necessary
because of the switching costs associated with a move to outsourcing and the
extent to which the resources that underlie the activity contribute to competitive
advantage. There are additional hidden costs associated with adapting the human
assets (changes required in the skills and knowledge of employees to work effectively
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in the new context, the customization required to business processes and so forth)
involved in the delivery of services.

The strong focus of companies on cost savings as the main business driver of
HRO is therefore intriguing. In addition to hidden costs, it is well known that the
costs of the HR function are typically not much higher than 1% of the total oper-
ating costs of a company. Efficiency savings achieved through HRO are, therefore,
unlikely to influence the overall performance of a company.

What really impacts upon shareholder value, however, are the assumptions that
go with HRO in terms of service quality improvement, enhanced strategic focus
of the retained HR function, increased alignment of the HR structure for possible

merger and acquisition activities.

Improved service quality

Many HR functions that have not yet gone through a significant HR transformation
are characterized by Golas (2005):

® cxcessive amounts of time management spent on transactional administra-
tive issues

m little standardization and harmonization of processes across business units
and geographies

® ahigh degree of exception cases resulting in management acting as ‘firefighters’

® limited internal capability to manage change and transformation.

In presenting the arguments in the following sections, therefore, more sceptical
observers would argue that the potential benefits presented should be seen as no
more than propositions that remain to be tested and evidenced. This is undoubt-
edly true. More pragmatic observers would argue that strategy tends to follow
action and the potential benefits presented will act as proxies for strategic logics
and as benchmarks that could be used to evaluate inevitable actions in the area.

Unlike internal HR functions, outsourcing providers must prove themselves in the
marketplace (Cook and Gildner 2006). In order to maintain their competitive posi-
tion, vendors will strive for maximized process efficiencies and the application of best
practices. Vendor specialization, company size and market position means that they are
typically in a good position to attract HR talent, develop and maintain high profes-
sional standards. Indeed, ‘best-in-class’ vendor companies typically have sophisticated
HR metrics systems in place, which they use with client companies. Given the dearth
of HR metrics in the average client HR function, the availability of intelligent metrics
can drastically improve the way an organization’s retained HR organization is
perceived by top management. This obviously assumes that a client organization has
successfully gone through the appropriate design and implementation of an effective
retained HR function that is capable of utilizing a vendor’s HR metrics.
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IT investment/access to technology

In many companies continued investment in HR technology has been a low prior-
ity. HR information systems (HRIS) are often in desperate need of upgrades or
patching. HR functions are frequently highly fragmented and differentiated across
geographies or business units. As a consequence, their HRIS consists of a patch-
work of highly customized and incompatible systems with poor data integration
qualities with existing enterprise resource planning (ERP) systems and poor ana-
lytical and reporting functionalities.

Any internal HR transformation is, therefore, typically linked to immense
investments in HR technology. Often a new or updated ERP module is needed
and/or investments in adequate employee self-service (ESS) and management self-
service (MSS) portal technology and customer relationship management (CRM)
systems. Furthermore, ongoing 1iccnsing, upgradc and maintenance costs need to
be considered. Even after heavy investments, many companies are not using the
implemented technology effectively. Experts suggest that most users take advan-
tage of only 10% of what an application provides (Ravi et al. 2006).

Through an outsourced solution, clients can avoid ongoing IT investments.
Furthermore, clients gain access to cutting-edge technology. For vendors, contin-
uous investments in their HR technology is a prerequisite to keep up with compe-

tition and for many it is a source of competitive differentiation.

Improved process efficiencies and global process harmonization

Historically, many MNCs have structured their HR processes on a country-by-
country or regional basis. The assumption was that HR is too idiosyncratic and
country-specific to allow global harmonization. Today, MNCs increasingly try to
harmonize at least their transactional HR processes (e.g. the administration of pay-
roll, training, performance appraisals) globally. Yet, decades of decentralized HR
management have still left redundancies in terms of HR delivery platforms, serv-
ices and resources. Internal transformations towards global HR structures are
therefore always likely to meet strong and continuing internal resistance.

HRO vendors are still in the ‘proving’ stage of being able to deliver seamless
global services, but they are surely developing this capability rapidly (Martorelli
2006). For this reason we discuss international differences in the pursuit of HRO
later in the chapter. At this point, however, suffice it to say that for many MNCs,
HRO is therefore an option to gain access to consistent global practices that can be
delivered via highly efficient platforms. The delivery platforms of vendors are
already in place, speeding up the implementation of these processes. During the
transition and transformation phase, vendors will share the burden of an intensive
change management task and will help the company deal with internal resistance.

Furthermore, vendors will control legal risks and ensure compliance of global
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processes with local/regional laws and regulations (e.g. on issues of data

protection).

Strategic reorientation of HR

Increasingly companies want to restructure their HR function so that remaining
internal staff are more focused on transformational processes and the delivery of
strategic activities, rather than spending the majority of their time on transactional
administration. The reasons for this lie in the expressed desire by many senior
executives for HR to become more involved in transformational activities such as
workforce strategic alignment, the strategic management of workforce costs, the
creation of a human capital metrics system that incorporates not only efficiency
measures (of the HR function) but also effectiveness and impact measures of HR
activities on the workforce (see, for example, the work of authors such as Lawler,
Levenson, Boudreau, Huselid and Becker).

Outsourcing transactional HR activities clearly allows companies to pursue this
ambition. Yet, once transactional processes are outsourced, a strategic reorienta-
tion of HR is only possible if a company is willing to go through a dramatic change
process in dcsigning and implcmcnting a world-class retained HR function.

We argue that MNCs need to build an HR business partner structure that is
committed to dealing with HR issues impacting upon business units. Imple-
mentation of such a structure is hugely complex, even in a domestic setting, espe-
cially as in many companies the boundaries of this role are far from clearly defined
and existing HR personnel often do not display an adequate set of competencies.
Making this operate across national boundaries, where the role of business part-
ners and line managers varies so much, raises its own research agenda.

Parallel to a business partner structure, for the continuous development of HR
strategy, policies, processes and services, MNCs have been advised to develop a
centres of excellence (CoE) structure. The traditional and evolutionary progres-
sion of MNCs has been discussed in the context of the trade-off between global
integration and local responsiveness, but as MNCs change their organization
design in response to the need to build more international capability, they estab-
lish dedicated balancing mechanisms and organizational forms to facilitate this —
one of which is the centre of excellence. CoEs are organizational units that embody
sets of capabilities that are explicitly recognized as an important source of value
creation. They need strategic remits, such as the intention to leverage or dissemi-
nate these capabilities to other parts of the firm. While the leadership of a CoE
might be vested in a physical location, the centre itself may be virtual, spread
across networks of teams in different geographies (Sparrow et al. 2004).

CoEs involve further differentiating the retained HR services into those activi-
ties where additional benefits can be obtained if the capability can be leveraged

internally. The development and effective use of CoEs therefore demands a clearly
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defined knowledge management strategy, an understanding of the development
stages of CoEs and the establishment of interfaces that structure the exchange
of knowledge between the CoEs, business partners and business units as well as
corporate HR (Sparrow 2006).

Additionally, companies will need to develop advanced management informa-
tion (MI) and HR metrics systems. Vendor companies will be able to provide their
clients with sophisticated HR metrics related to the outsourced transactional activ-
ities. The effectiveness of such metrics, however, is greatly diminished, unless they
are combined with metrics generated within the retained function and unless they
reach and can be utilised by their appropriate recipients in the business partner
roles and the CoEs.

Improved husiness agility

The argument that HRO produces improved business agility rests on the
assumption that a combination of outsourced, centralized and standardized
transactional HR processes, combined with a restructured retained HR function
and an effective HR metrics system, will greatly improve decision-making sup-
port within a company and will enhance control and impact upon measurement
of HR activities. Furthermore, outsourced solutions can provide an effective
platform for growth, business fluctuation, organizational change and merger and
acquisition activities. It is HRO vendors who are in a far better position than an
individual company to adjust flexibly to changing patterns in service demand. By
operating on a ‘one-to-many’ service delivery platform, vendors are able to
spread their resources flexibly across their clients, without a decrease in service

quality.

CONSTRAINTS TO DEVELOPMENT

There are, however, some natural constraints to the pace of the sourcing and
shoring options discussed in this chapter. Constraints to offshoring have recently
been the focus of discussion in the literature. The demand and supply of appropri-
ate talent is one of these constraints. The McKinsey Global Institute has analysed
likely demand for offshore talent in service work within the automotive, financial
services, software, pharmaceuticals and retailing sectors as well as the likely supply
of offshore talent in 28 low-cost countries (Farrell et al. 2006). They estimate that
11% of service jobs around the world have the potential to be carried out
remotely, although this varies across sectors, ranging from 49% in packaged soft-
ware to 3% in retail. In practice only a small proportion of those jobs that could

go offshore actually will — total offshore employment will grow from 1.5 million
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jobs in 2003 to 4.1 million by 2008 — only 1% of service jobs in developed

economies. The main deterrents to larger movements are:

®  company-specific considerations such as scale (current fragmentation of
work makes it difficult to create sufficient critical mass of activity, and there-
fore insufficient scale of activity to justify the costs of offshoring)

m structure (large organizations have complex business processes that would
require root-and-branch reorganization in order to globalize service deliv-
ery; international growth through mergers and acquisitions creates complex
interactions and separating out those portions of an operation that could be
performed offshore is very difficult)

® management attitudes (senior managers are wary of overseeing operations
that are geographically remote and of travel and coordination costs and avail-
ability of talent).

SO HOW WILL THE HRO MARKET
CONTINUE TO DEVELOP?

Given such constraints, clearly automation or organizational restructuring of exist-
ing activity may be a more attractive option than offshoring. Such a comment
requires that we enter into a penultimate discussion. In order to identify relevant
and sustainable research agendas, we need to consider how the market for sourc-
ing and shoring options is developing. To do this, in this section we review the evi-
dence on developments in the HRO market, by looking at the volume and scale of
deals, international differences and the current developments and challenges.
Hesketh (2006) cited research by the Everest Research Group showing spend-
ing on HRO increasing from $75 million in 1998 to $1562 million by 2004. Golas
(2005) estimates that the HRO market is worth approximately $3.6bn. Much
higher estimates are also to be found. According to strategy consultants McKinsey,
the potential global market for HR offshoring could be worth £27 billion by 2008,
up from £0.6 billion in 2001. Despite their observations about constraints on
growth, the amount of ‘offshoring’ is expected to have shown a rise by an average
of 71% each year between 2001 and 2008 — twice the rate of most other business
activities. Currently, the USA and UK together generate almost three-quarters of
global offshoring activity. However, while legal and cultural differences are still
considered to inhibit the transfer of more advisory roles, it has become feasible to
move HR administration overseas. Prime candidates for HR ‘offshoring’ have
included payroll, as well as pensions and benefits administration (see Table 3.1).
However, predictions about future growth have to be read very carefully. After
much hype in recent years, growth in the HRO market actually slowed somewhat

in 2006, although this was believed to be only a temporary slow down. The most
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Table 3.1 HRO market volume

HRO categories 2005 estimated 2009 estimated Estimated
global market ($m)  global market ($m) CAGR (%)

Multi-process HRO 3,600 7,400 20

Payroll administration 8,700 9,800 3

Benefits administration 10,600 15,400 10

Recruiting and staffing 26,100 38,000 10

Workforce development 24,100 29,400 5

Mobility services 10,200 13,300 7

Total 83,300 113,300 8

Source: adapted from Golas (2005)

positive estimates by research institutes claim that over the next 3—5 years, the
total HRO market will grow by a compound annual growth rate (CAGR) of
between 8 and 10% (Golas 2005; Cook and Gildner 2006). However, within this,
‘multi-process HRO’ will show a higher CAGR of 10-20% (Rowan 2006).

Significant progress in globalizing HR service delivery has been made through
the interrelated developments of sourcing, technology and process streamlining.
We have outlined the different sourcing options in the introduction, but in addi-
tion there have been developments in technology and in the nature of process
streamlining. Arrangements have evolved rapidly and become more complex.
Many current multi-process HRO contracts developed out of more traditional
single process outsourcing deals for payroll and benefits administration (Martorelli
2006). Although CAGRs for these market segments are estimated to be signifi-
cantly lower than for multi-process HRO, currently these single-process HRO
market segments still outweigh the multi-process HRO market. Payroll adminis-
tration is estimated to have a global market volume of $9.8bn, whereas benefits
administration is believed to represent $15.4bn. When all the single process serv-
ice areas are included, the global HRO market is estimated to have reached a
volume of more than $80bn in 2005 and is expected to rise to well over $100bn
by 2009/10 (Golas 2005; Cook and Gildner 2006).

Not only is service provision of HRO moving from single to multi-process, it is
changing from the mere provision of bureau, processing and managed services in the
more traditional process areas, towards the provision of multiple, fully outsourced
end-to-end processes. The market for services has now become quite differentiated.

With the service offerings of vendors evolving, an increasing number of
companies are evaluating the feasibility of outsourcing either parts of, or entire
end-to-end processes. These developments have been linked in particular to three
HR processes: recruitment, training and development, and talent management
(Hesketh 2006; Ravi et al. 2006) with a particularly strong and rapidly growing
single-process HRO segment in this regard being recruitment and staffing,
Golas (2005) estimates the total market for this segment — recruitment process
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Figure 3.1 Multi-process HRO market growth.

outsourcing (RPO) — to have a volume of $26bn with significant growth potential.
Although few vendors in the RPO sector are capable of providing a complete end-
to-end recruitment and stafting solution (certainly not without entering into other
partnerships), they are quickly building their technological and service capabilities
and are active in every stage of the recruitment process, i.e. strategic consulting,
sourcing, screening, onboarding and benchmarking and surveying (Teng
2006a)(see Figure 3.1).

Text box 3.2
Characteristics of the multi-process HRO industry

The industry can now be characterized by two developments:

1 After arelative lull in so-called ‘mega-deals’ (i.e. deals exceeding total
contract value of $1bn) in this period, recently there has been an
increase in such deals, involving firms such as DuPont, Unilever and
CVS (Rowan 2006). For example, the Unilever contract signed in
June 2006 was the largest multi-process HRO contract to date, on the
basis of total contract value, number of employees served and geo-

graphic scope. The Unilever contract also suggests that there is a new
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pattern of activity developing, A number of companies are now follow-
ing their innovator competitors (in the case of Unilever, this is Proctor &
Gamble) in entering multi-process HRO contracts.

2 In 2005 and 2006 the industry also saw a significant increase in the activ-
ity in the multi-process HRO mid-market, serving companies outside
the Global & Fortune 500 and FTSE 100 MNC categories (Mortland
2006). Evidence for this second development can be seen in recent
vendor moves. For example, Accenture acquired Savista (a provider of
HR and payroll services to the small and mid-market), Aon aligned with
Ultimate Software for mid-market platform delivery. In 2005 Gevity,
originally focusing on small businesses, announced a mid-market initia-

tive moving upmarket (Ravi et al. 2006; Rowan 2006).

What does this analysis of the HRO market show us? There was an initial ‘innova-
tor’ phase, seen, for example, in the early deals by BP and Bank of America with Exult
in 1999/2000, followed by the recent ‘carly market phase’, in which firms have
moved down the learning curve. In this early market phase, some firms that signed
HRO deals in the innovator phase re-evaluated their contracts and in some cases
recontracted (this happened at firms such as Bank of America and BASF). However,

the multi-process HRO industry has now entered a new phase of rapid growth.

ARE THERE INTERNATIONAL DIFFERENCES
IN THE HRO MARKET?

The practitioner literature on market differentiation and volume increasingly sug-
gests then that the world of outsourcing is at an important juncture. The outsourcing
penetration in the MNC market is believed to be about 4% (Teng 2006b).
However, in pointing to evidence that many outsourcing deals collapse before the
contract ends, PricewaterhouseCoopers (2007) highlight contrasting prognoses
whereby:

Some industry analysts and media pundits ... translate the findings into painful
trade-offs: cost savings vs. growth, speed vs. quality, and organizational cohe-
sion vs. knowledge and innovation. Others suggest outsourcing is in a death
spiral ... a decline fuelled by structural risks, questionable cost savings, and
multiple complexities while others point to lucrative outsourcing deals,
impressive benefits and uncapped growth projections and level[s] of strategic
and operational flexibility unattainable through other means.
(PricewaterhouseCoopers 2007: 2)
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Their survey of 226 customers and 66 service providers across nine countries
confirmed the growing complexity of options, maturing strategies and innovative
partnering. However, ‘outsourcing is now as diverse as business itself, differing by
country, sector, and company strategy’ (p. 3).

In this section, we consider the nature of international differences in HRO by
asking (and briefly addressing) five questions:

1 Is there geographical differentiation in HRO expenditure and market
volume?

2 Are there different preferences for insourcing versus outsourcing across
geographies?

3 What factors are likely to determine international differences in adoption?

4 Are there cultural differences in service perception (and so different pull
factors with regard to use of services)?

5 What is the institutional context that surrounds the attractiveness of sourc-

ing and shoring options?

The picture in relation to international differences in the attractiveness of HRO
remains a little confused, depending on whether one examines practice at the level
of organizations or the size of the market for services. From the former perspec-
tive, Mahoney and Brewster (2002) found that approximately one-quarter of
European organizations involved in the 1999 Cranet survey used external suppli-
ers for multiple services (three or more HR processes). While the use of suppliers
was increasing significantly, 55% of organizations had not changed their use of sup-
pliers in the 3 years prior to 1999.The trend in outsourcing was clearly up but was
not yet fundamentally changing the basis on the way in which the HR function was
organized. There were important country variations in the outsourcing of HR even
though overall the use of outsourcing is widespread across Europe. The results
showed that for a majority of countries in Europe, more than 60% of organizations
outsourced. Countries outsourcing the most included Sweden, the Czech
Republic, Poland and the Netherlands (92%, 86%, 78% and 77% respectively) and
countries outsourcing the least included Turkey, Greece and Italy (32%, 46% and
49% respectively). The United Kingdom was just above the average, with 71% of
organizations outsourcing. There was also wide variation in the resource levels and
cost structures of HR functions throughout Europe and the research evidence did
not support the assumption that organizations with a low HR staff to employee
ratio used suppliers more or that by using suppliers the headcount in the HR
department was lower.

When market volume data are analysed, then there are clear international
differences in the market for HRO. There is a geographically differentiated
HRO market that reflects the pattern seen in the broader business services

market. North America clearly dominates. In the multi-process HRO segment,

57



PAUL SPARROW AND WERNER BRAUN

North America is estimated to represent a market volume of $3bn. In contrast,
Europe and the rest of the world have significantly lower market volumes with
$500m and $80m respectively. By the same token, growth expectations in Europe
and the rest of the world are higher than in North America with 23% and 32%
annual respective growth (see Table 3.2).

Within Europe the majority of HRO spending goes to single-process payroll
outsourcing (Takahashi 2006) and the total market value in Europe, inclusive of all
single and multi-process HRO, is estimated to be approximately $4.8bn. The UK
is clearly the most established European HRO market, accounting for approx-
imately 40% of Europe’s HRO spending. Germany and France account for approx-
imately 16% and 14% of HRO spending, respectively (Takahashi 2006). The
relatively lower HRO market penetration in these two core EU economies has
been linked to stronger trade union influence and the legislative complexities asso-
ciated with HR (Golas 2005). The majority of the remaining European HRO spend
is distributed across the Netherlands, Italy and the four Nordic countries.
Forrester predicts rapid future growth in the Baltic and Eastern European coun-
tries (Takahashi 2006). Indeed, 2006 witnessed an increasingly buoyant European
multi-process HRO market, evidenced by the signing of a number of significant
deals in firms such as Unilever, BBC, Nestl¢, Lloyds and Centrica (McEwen 2006).

However, there is still evidence to suggest that continental European firms
continue to favour captive (insourcing) arrangements rather than pure outsourcing
scenarios (Golas 2005). Hesketh (2006) argues that HR directors in Europe may
see an insourced shared services route as the best stepping stone to future HRO.
His research across 28 organizations, such as Crédit Suisse, Deutsche Bank, Royal
Bank of Scotland, IBM, Shell and Royal Mail Group showed increased outsourcing
of higher value HR processes such as recruitment, use of shared service models
and evolution of e-HR activities.

Budhwar and Cooke (2008) concur with this. The complexity of HR operations

still makes single—process outsourcing an attractive option and many of the solutions

Table 3.2 Multi-process HRO market by geographies

Region 2005 estimated 2009 estimated  Estimated GAGR (%)
market size ($m)  market size ($m)
North America 3,000 6,000 19
USA 2,500 4,900 18
Canada 500 1,100 22
Europe 500 1,150 23
UK 220 410 17
Continental Europe 280 750 28
Rest of the World 80 250 32
Total 3,600 7,400 20

Source: adapted from Golas (2005)
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that have been adopted are not as radical as some of the practitioner literature sug-
gests. They also draw attention to the persistence of wide international differences
in the pursuit of HRO. Asian organizations are not adopting outsourcing to the
same extent as found in US and European organizations. They link the current
(limited) use of outsourcing by indigenous MNCs or small firms to the size of
domestic businesses, the sophistication of HR functions, the extent to which there
is a developed local HR outsourcing market, cultural norms and other institutional
factors. They examined the specific challenges associated with the offshoring of HR
work to India and China, noting that currently the motivation to offshore to each
is different. They argue that, unlike IT outsourcing and offshoring, the same deci-
sions in relation to HR work tend to be tied far more closely to the international-
ization strategy of the firm and driven by motivations to reduce levels of
uncertainty and to gain insight into local market conditions.

IHRM functions face complex decisions and the outcome is clearly likely
to vary across national ownership. In a global context, local country managers
argue that much of the corporate HR armoury requires deep tacit under-
standing of the national culture and therefore should not be a candidate either
for operation through shared services or indeed for any subsequent outsourc-
ing. Organizations must make sensible assessments of this tacit knowledge
constraint.

It is also likely that other national factors will influence the effectiveness that
might be achieved in outsourcing (and associated automation) of HR activity.
Although not directly looking at HR outsourcing, there is some work that should
be of interest to HR researchers. It comes from the international and services mar-
keting literatures and has been carried out looking at international differences in
service perceptions. This draws attention to the role of ethics in explaining cultural
differences in service perception and could be used to explore the implications of
offshore outsourcing for consumer (employee) behaviour and the way in which
perceptions, attitudes and behaviours to the new organizational forms may differ
internationally: “Within e-business environment, while there is evidence that the
processes of engineering and implementation of ... systems are being successfully
exported ... as a consequence of globalization, the adoption of western social and
ethical values ... is another matter’ (Ruzic 2006: 99).

The work of Ruzic (2006) shows that employee engagement with and usage of
c-enabled services is influenced by a series of ethical judgements made about the
provision of such services, namely: perceived personal benefit; social benefit; soci-
etal consequences; level of benevolence (help to those in need); paternalism (assis-
tance to others to pursue their best interests when they cannot do it themselves);
honesty (lack of deceit); lawfulness; autonomy (freedom over action); justice (due
process); and rights (to information, privacy and free expression). It would be
interesting to see if such factors have any utility in explaining international differ-

ences in the attractiveness (or not) of e-enabled HR services that are associated
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with the organizational solutions that accompany outsourcing (such as shared
service centres, centres of excellence and self-service intranets).

Finally, there are also very real problems faced in the calculation of the cost
benefit of these decisions, and the cost benefit varies across countries in subtle
ways. For example, Pyndt and Pedersen (2006) found that while the direct ben-
efits of offshoring may be easy to understand (and are derived from savings in
labour costs, foreign suppliers’ import of products or services and repatriation
of profits), the indirect benefits of offshoring (which include the value of re-
employing the employees in the home country affected by the offshoring) make
the calculation of true costs and benefits much more difficult. They point out
that in principle, capital savings associated with offshoring can be reinvested in
higher value jobs. Achieving these benefits is dependent on the home country’s
ability to train, upgrade and re-employ the home workers. It immediately
becomes clear that the institutional context that surrounds the employment rela-
tionship both in the country from which work is outsourced and the new loca-
tion determines the attractiveness (or not) of offshoring. In Denmark the return
on every unit of currency invested in offshoring was 1.15, but in Germany the
equivalent return was only 0.8. In part, this figure also reflects the fact that
German firms tend to offshore to East European countries, which have higher
labour costs.

The pursuit of these processes across countries is a relatively under-theorized
one, although recent advances in institutional theory have focused on the causes
and nature of the diversity in organizational practices and differing degrees of

receptiveness to new technologies (Streeck and Thelen 2005).

WHAT ARE THE FUTURE DEVELOPMENTS AND
CHALLENGES?

Having noted the challenges of executing sourcing and shoring strategies on a
global scale, we return to a generic discussion of the future developments and chal-
lenges for HR functions. It is clear there are performance issues surrounding HRO
deals and continuing debates over the shape of HR functions and the focus of HRO
measurement and evaluation. In order to address these latter concerns, attention

should be focused on five issues:

efficiency focus in the delivery of HR services

developments in the HRO vendor landscape

1

2

3 the need for improved understanding of the outsourcing process

4 the need to see HRO as part of multifunctional outsourcing arrangements
5

understanding the issues involved in the management of multiple vendor

relationships.

60



HR SOURCING AND SHORING

Continued attention to the first element — that of efficiency — will result because
of the idiosyncratic nature of many HR processes and frequent resistance by client
companies to offshoring (this resistance applies particularly to voice-related HR
processes). As a consequence the HRO business model cannot take full advantage
of the cost benefits of offshore labour arbitrage. The real test for HRO providers
is their ability to create the necessary economies of scale without jeopardizing
service quality (Ravi et al. 2006). Providers are currently relying on streamlining
service delivery and processes to create cost savings. But in contrast to experience
in finance and accounting outsourcing, where delivery can be judged on a stan-
dardized basis, for HR services the delivery challenge is highly complex. Many
HRO providers are struggling to deliver immediate cost savings as well as prom-
ised service quality improvements (Fersht 2006). Morcover, despite the fact that
vendors have built impressive delivery centres and capabilities spanning the globe,
their ability to truly optimize HR processes on a global scale remains to be proven
(Martorelli 2006).

One way of predicting future developments in HRO, therefore, is to consider a
second element. How will vendor HRO strategies develop in response to these
challenges? After all, it is their survival that is most at stake. An analysis of their
strategies is informative. They have a vital interest in focusing on those HR
processes that can be easily adapted to an outsourced model and that eventually
allow them to reduce costs through a ‘one-to-many’ service delivery platform. To

create the necessary economies of scale:

® to reduce costs, they will focus on clients who have large transferable cost
bases, by offering improved and increased offshore capabilities (including
their capabilities for voice-related processes)

® to improve their multishore delivery arrangements, vendors will need to
combine on- , near- and offshore delivery in the most cost-efficient way

® to increase acceptance among future clients for offshore delivery, they will
develop their communication strategies.

Apart from the classic offshore locations in India, new locations are continuously
developing, for example, in Mexico and Jamaica in the Americas or Philippines and
Malaysia in Southeast Asia. However, a geographically differentiated HRO market
segment should be expected to continue. The country-specific nature of HR means
that geographies vary with regard to their client requirements and their current
HRO penetration. Vendors currently have, and will continue to develop, differenti-
ated strategies serving particular geographic regions. For example, providers like
Fidelity and Hewitt have appealed to US-based clientele with their strong payroll
and benefits solution focus (Martorelli 2006; Rowan 2006), providing continued
opportunities for new suppliers to enter the market, with, for example, new

providers developing out of the current Indian offshore providers.
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In contrast, given that a crucial requirement for many MNCs is the need to opti-
mize and harmonize their processes on a global scale (Sparrow et al. 2004), there
is a strong demand for pan-regional and global capabilities (payroll is one example
of this). Vendors in the multi-process space (such as Accenture, ACS, Convergys,
IBM, Hewitt) as well as those in the single-process market (such as ADP and Arinso
for international payroll) have responded by crafting HRO strategies that appeal to
this MNC market.

A third element is the need to improve understanding of the outsourcing
process. HRO clients now understand that many outsourcing agreements have run
into difficulties because of lack of upfront investment in the development of a valid
business case. HRO clients increasingly understand that the initial baselining of
processes and costs and the development of a solid business case is an absolute pre-
requisite to track future benefits and to monitor an outsourcing arrangement with
a vendor. In future, HRO clients will become more advanced in the development
of service-level agreements, price and performance mechanisms and the benefits
realization process. Understanding and articulating these data and mechanisms on
a global scale represents a significant challenge for researchers and practitioners
alike.

A fourth element concerns the need to view these processes across functions.
As observed by Sparrow et al. (2004), the pursuit of global strategies is leading to
increasing convergence of workstreams across HR, IT, marketing and supply chain
functions. As business process outsourcing becomes increasingly established in
multiple business functions, clients will start integrating HRO as part of what are
called ‘multi-tower arrangements’, i.e. arrangements that also include F&A and IT.
As a result, companies will look for ways to capitalize on the synergies of cross-
functional outsourcing contracts.

A fifth and final element is that with an increase in outsourcing activity, the need
to manage multiple vendors (either as part of a multi-tower deal or existing
vendor relationships) will become an increasingly complex task for organizations.
This will further increase pressure for converged organizational capabilities (and
structures) that sit across HR, IT and F&A functions inside globalizing firms.

CONCLUSION

A number of conclusions with regard to HR functions should be drawn from the
analysis of contemporary developments in sourcing and shoring options in this
chapter. Within IHRM functions there will be some immediate tactical and reac-
tive challenges. For example, Budhwar and Cooke (2008) have drawn attention to
some specific challenges created for corporate IHRM functions, including issues
such as problems with the recruitment and retention of local talent, differences in
career advancement behaviour, potential for hidden discrimination, a heightened
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importance of boundary spanning and coordination roles and the fragmentation of
HR careers.

In terms of more strategic considerations, HR functions will have to determine
whether the desire (of the organization or their internal stakeholders) to outsource
an HR activity is driven by its low contribution to core competencies, is influenced
by the external environment or reflects poor management of the activity. They
will therefore need to demonstrate that performance is more important than
low HR department headcounts or lower costs. They will have to consider the
tradeoff between different ways in which they may be evaluated. Many of
these tradeoffs will be very political in nature. For example, might the need to
retain and ‘pamper’ world-class talented employees through personalized service
and with error-free administration outweigh potential cost savings of offshoring?
As researchers, how would we help demonstrate the consequences of such
tradeoffs?

They will need to avoid excessive deskilling and reliance on single vendors. This
means that they will need to assess what the impact might be of learning accruing
to the vendor and not to themselves. In turn, this will require that they must
decide how much control and organizational learning is needed for various HR
activities and whether such control can be retained with outsourcing,

HR functions will therefore have to treat vendor selection with the same due
diligence exercised during a planned acquisition. Managing vendor relationships
will be as important as joint venture relationships, requiring the development of
long-term relationships where continuity of service, learning of corporate culture
and development of employee—organization fit will be critical. Such (global)
assessments are usual for actuarial or search firms, but will likely be extended to
more outsourced activities.

These are all implications for the management of those activities that may be
handled through different sourcing and shoring options. But, perhaps the most
important question that still needs to be understood in the field of HRO is what
is the best way to organize the (surviving) HR operations? We believe that there
is an important research agenda around the current roles for international HR
professionals in the development of centres of excellence (CoE) and structures
for the retained HR business. HR functions need to understand what CoEs
can be created within their own activities and how they can build networks
of HR experts within these areas of competence on a global basis (Sparrow
et al. 2004).

The THR function has to understand how to link developments in new forms
of international working (see Chapter 11) and the international mobility of staff
in relation to either geographically remote CoEs or globally insourced service
operations. They need to reconfigure their core competencies on a global scale
by adjusting talent management strategies. They need the best HR strategies to
coordinate and control such activities. We would endorse the following research
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questions as useful avenues for research (Sparrow 2006; Brewster and Sparrow

2008):

®  What activities, processes and capabilities might constitute a CoE and how
should such units be mandated?

® What has to happen in terms of the ‘capability-building investments’ that
are needed? Is it possible to specify capabilities such as decision-making
autonomy, requisite levels of connectivity to other sources of compe-
tence inside the organization, leadership and processes of knowledge
management?
What are the indicators of success and under what contingencies?

® To what extent do institutional factors preclude or support long-term
survival and contribution of CoEs and retained HR structures?

KEY LEARNING POINTS

® Two strategies are at play, involving options of both sourcing and shoring of
HR services.

® Different theoretical perspectives tend to have been used to analyse each
option but this theory tends not to align with the pragmatic judgements
made by strategic actors.

® A complex range of variables can be identified that need to be controlled for
when analysing the effective execution of sourcing and shoring strategies.

®  Such strategies cannot be analysed without understanding parallel develop-
ments in the strategic re-orientation of the HR function.

® There are continued and substantial international differences in the pursuit
and preference for HRO.

® Despite the fact that HRO vendors are building impressive delivery centres
and capabilities spanning the globe, their ability to truly optimize HR
processes on a global scale remains to be proven.

= However, the service offerings of vendors are evolving rapidly to address

such concerns.
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Chapter 4

Transfer of strategic HR
know-how in MNCs

Mechanisms, barriers and initiatives

Jaime Bonache and Michael Dickmann

CHAPTER OBJECTIVES

By the end of this chapter, readers will have:

® an understanding of the strategic value of knowledge creation and transfer in
MNCs

® an appreciation of the different direction of HR knowledge flows within
international organizations, including head office to subsidiaries, subsidiaries
to head office and inter-subsidiary flows

® a sensitivity to different strategic roles of subsidiaries related to the degree
to which they are involved in creating new and transferring existing HR
know-how

® identified challenges and key HR mechanisms for the transfer of HR know-
how, distinguishing between bureaucratic, social and personal forms

m explored possible HR initiatives to overcome barriers to efficient HR
knowledge management

INTRODUCTION

Knowledge has become the most important asset in economic life. Unlike physical
assets, which traditionally have been considered the basis of competitive advantage,
knowledge assets are the competitive difference for today’s organizations (Miller
and Shamsie 1996). A growing number of executives and management theorists
have proclaimed in recent years that knowledge management now constitutes the

key source of competitive advantage for organizations.

67



JAIME BONACHE AND MICHAEL DICKMANN

The expression ‘knowledge management’, however, is usually loosely defined in
the literature. There are at least three different aspects of the topic (Sparrow
2006). First, the generation of new knowledge is captured in the concept of
knowledge acquisition and creation. Second, organizations need to ‘take stock’ of
their knowledge and understand their knowledge assets and where knowledge
resides. This is often depicted as knowledge capture and storage. Finally, it is also
possible to discuss the role of knowledge diffusion and transfer: the capacity a firm
possesses to distribute knowledge flows among different groups and units of its
international network of activities. This chapter will focus especially on knowledge

diffusion and transfer.

THE STRATEGIC VALUE OF KNOWLEDGE TRANSFER
IN MULTINATIONAL CORPORATIONS (MNCS)

The knowledge to be diffused and transferred refers to that which enables the firm
to add value to the incoming factors of production. In fact, knowledge is no more
than a recipe that specifies how activities can be carried out (Gupta and
Govindarajan 1991; Kogut and Zander 1993). It may refer to input processes (e.g.
purchasing skills), throughput processes (e.g. product designs, process engineer-
ing, technological and organizational details) or output processes (e.g. marketing
know-how, merchandising). Thus understood, knowledge differs from informa-
tion, which is simply a statement of facts (i.e. external market data about key cus-
tomers, competitors or suppliers). Our interest lies in HR management so that we
conceive knowledge as HR know-how, in other words as a particular way of con-
ducting the HR function within the organization.

The strategic value of knowledge (and, hence, of HR know-how) is highlighted
and explained in the resource-based view of the firm (Wernerfelt 1984; Barney
1991; Peteraf 1993; Grant 1996; Argote and Ingram 2000). This view analyses the
conditions under which firms can achieve positions of competitive advantage.
According to this view, competitive advantage can occur only in situations of firm
resource heterogeneity (resources are unevenly distributed and deployed across
firms) and firm resource immobility (they cannot be transferred easily from one
firm to another). A sustainable competitive advantage is achieved when firms
implement a value-creating strategy that is grounded in resources that are valuable,
rare, imperfectly imitable and non-substitutable (Barney 1991).

Resources encompass all input factors that are owned or controlled by the firm
and enter into the production of goods and services to satisty human needs (Amit and
Schoemaker 1993; Lado and Wilson 1994). They can be both tangible (financial and
physical resources) and intangible (technology, know-how;, reputation, organizational
culture, human resources). It is increasingly recognized that intangible resources

are more important to the firm both in value and as a basis for competitive advantage
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and that knowledge is the most strategically important intangible resource (Grant
1996). Knowledge is the resource that potentially best satisfies the characteristics
that are most important in establishing a competitive advantage over rivals (i.e. to
be valuable, rare, imperfectly imitable and non-substitutable). Examples of this
strategic knowledge will vary, depending on what a particular firm considers its
sources of competitive advantage to be (Kostova 1999). Focusing on HRM, for one
firm this knowledge might be the way it attracts, retains and motivates its employ-
ees to foster innovation and creativity, whereas for another this might be the incen-
tive system for its workforce.

Strategic knowledge can be a key asset for a multinational corporation’s
expansion. Some HR know-how that provides the company with a competitive
advantage in the firm’s home country may also be useful in other countries, thus
providing the company with an opportunity to derive additional rents in other
markets. In addition to opportunities to diffuse and transfer existing knowledge,
internationalization also provides learning opportunities through exposure of the
company to new cultures, ideas, experiences, etc., which can be used to create
new expertise that complements and leverages its current knowledge. Hence, in
the resource-based view, the simultaneous efforts to earn income from the diffu-
sion and transfer of knowledge (and other tangible resources) and to generate and
create new knowledge to produce future income define the two basic dimensions

of multinational expansion (Tallman and Fladmoe-Lindquist 1994).

DIRECTION OF HR KNOW-HOW TRANSFER

During this exploitation and accumulation of HR know-how, not all subsidiaries
perform the same function. On the contrary, the literature on corporate interna-
tionalization has traditionally pointed out that there is internal differentiation
among subsidiaries making up an MNC (Bartlett and Ghoshal 1987; Ghoshal and
Nobhria 1989; Gupta and Govindarajan 1991; Martinez and Jarillo 1991; Roth and
Morrison 1992; Dickmann and Miiller-Camen 2006). Thus, for example, Gupta
and Govindarajan (1991) have shown that reciprocal knowledge flows are domi-
nant in MNCs indicating that it is important to look at the direction of IHRM
knowledge flows.

Based on the extent (low versus high) to which knowledge is created or trans-
ferred (i.e. the aforementioned two dimensions of internationalization) into a
given subsidiary, we can classify them into four categories: implementer,
autonomous unit, learning unit and globally integrated unit (see Figure 4.1).

Implementer subsidiaries apply the HR know-how developed in the headquarters
or other units of the organization to a specific geographic area. For example, the
international strategy of North American auditing firms was based on exporting

their career development management systems and other related HR initiatives to
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Transfer of existing HR know-how into

the unit
High Low
Low
Implementer Autonomous unit

Creation of new HR know-how for
other units

Globally integrated | Learning unit
High unit

Source: adapted from Bonache and Fernandez (1997)

Figure 4.1 Strategic roles of subsidiaries.

other countries. This HR know-how was not confined to its place of origin but was
also effective across countries, thus providing the opportunity for these firms of
developing strategic HR know-how in one location and exploiting it in others.

Autonomous units are much less dependent on the human and organizational
resources existing in the rest of the company’s international network. In this
case, internationalization is based more on the transfer of products or capital
than on intangible assets (Gupta and Govindarajan 1991). The reason for this is
that their environment is considered to be so idiosyncratic that the subsidiary has
to develop expertise internally. This developed knowledge cannot then be trans-
ferred to other subsidiaries. Examples of this type of unit would be the Cuban
subsidiaries of many multinational firms. The incentive system they develop for
the local workforce is completely different from the one they develop in the
country of origin.

The learning unit acquires and develops new resources that may later be
exported to other parts of the organization. An example of this type of unit is the
US branch of Maphre, a Spanish insurance company. The reason for its location in
the USA is the headquarters’ interest in learning from the most competitive mar-
kets in order to transfer this knowledge to other units of the organization (includ-
ing Spain). The Japanese subsidiary of IBM would also fall into this category. Its role
is not so much to play a leading position in the local market as to be within a highly
competitive environment in order to create new knowledge.

The globally integrated unit, finally, develops new expertise but also uses the
know-how generated in other subsidiaries or in the headquarters. For example, the
electronic product units of Ford Motor Company belong to this category. They are
high-tech subsidiaries belonging to the same corporate division and they manufac-
ture car audio systems, airbags, speedometers and other sorts of electronic auto
component. These components are used as inputs for other corporate-owned
regional auto assembly plants. The company designs different HR practices
(c.g idea suggestion systems) by assuming that ideas and expertise can come from

any of these units, not only from headquarters (see Bonache 2000).
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CHALLENGES AND MECHANISMS FOR THE
TRANSFER OF HR KNOW-HOW

It has been argued that, at least in three types of subsidiary of multinational com-
panies (i.e. learning units, globally integrated units and implementer units),
there might be an internal transfer of HR know-how. Following Szulanski (1996),
this transfer entails a replication of an internal way of conducting a HR function
(or a particular practice) that is performed in a superior way in some part of the
organization (the source unit) and is to be implemented in another unit (the
recipient unit). As argued, these internal transfers are not confined to those from
headquarters to foreign subsidiaries, but can occur in various directions within
the MNC.

The transfer of HR knowledge has an obvious implication for the way people
are managcd: when an HR practice (e.g. a selection, training, incentive practice,
or the whole HR function) is transferred across the units of a multinational cor-
poration, this practice (or set of practices) becomes standardized (i.e. people
will be managed in a similar fashion with respect to this practice). There are sev-
eral reasons for the standardization of HR policies (Bonache 2000). The first of
these reasons concerns the extent to which an MNC’s headquarters links a par-
ticular HR practice to the firm’s attaining competitive advantage. By way of
example, take Beechler and Yang’s (1994) study of the transfer of Japanese HR
practices to industrial subsidiaries in North America. These researchers affirmed
that the fundamental source of competitive advantage of firms in Japan was their
capability to obtain first-rate products and zero defects and that certain HR prac-
tices, such as job flexibility, intensive on-the-job training, teamwork and coop-
erative relations between management and employees, were essential in
achieving this. As a result, work in the North American subsidiaries of these
firms was organized according to these practices. In contrast, other HR practices
of a more peripheral nature, such as the use of uniforms or of the same restau-
rant for all the organization’s members, were abandoned in some of the
subsidiaries.

A second reason for standardizing HR practices concerns high levels of interde-
pendence between various MNC units. The greater the subsidiary’s dependence on
the resources and capabilities of the headquarters or of other units (e.g. to supply
technology, raw materials, production components or management practices), the
more influence the headquarters will be able to have over its practices
(Rosenzweig and Singh 1991; Rosenzweig and Nohria 1994; Rosenzweig 2006).
Similarly, the greater the dependence of headquarters on the subsidiary to supply
the resources required for the corporation (e.g. profits, sales), the greater the need
to control it. In both cases, headquarters will try to implement management
procedures that it is familiar with, a situation that will result in high levels of

standardization.
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A third reason for standardization relates to the MNC’s attempts to maintain
consistency and internal equity in employee management (Laurent 1986;
Rosenzweig and Nohria 1994). This is of particular importance to firms that make
extensive use of international assignments of employees, either to control and co-
ordinate different sub-units in the corporation (Edstrém and Galbraith 1977;
Bonache and Brewster 2001) or to transfer experience and know-how (Bartlett
and Ghoshal 1987; Kamoche 1996).

Finally, and more importantly in our context, a fourth motive for standardiza-
tion is related to MNCs recognizing the need to facilitate flows of information and
knowledge among their different units. As mentioned, in today’s MNCs every unit
(both headquarters and overseas subsidiaries) can be a source of capabilities,
expertise and innovation that can be transferred to other parts of the organiza-
tions. If they are managed with a similar logic (i.e. similar marketing, production
and HR policies), the transfer of these intangible assets takes place more easily. For
this reason, Kobrin (1988) suggested that, when a company wants to facilitate
information and knowledge flow between different units, it tends to develop a
global approach in management practices.

Yet, as usual in HR management, things are not that easy. Highlighting the
strategic importance of knowledge transfer should not lead us to forget other
needs and goals an MNC should meet in order to be competitive. In this respect,
it should be noted that standardization, by definition, reduces variation. A policy

of knowledge transfer is subject to two main constraints:

1 If variation or heterogeneity in practices is fully eliminated, the possibility of
global learning, argued by the resource-based view to be a key potential
source of competitive advantage for multinational companies, is severely
restricted.

2 In cach unit, the company should develop a way of attracting, retaining and
motivating employees that is well adapted to the values, needs and demands
of that particular setting. Therefore, it is necessary to assess the extent to
which a given HR practice is rcally ‘supcrior’ and rcsponds to local differ-
ences. Thus, for example, it might be the case that a given HR practice is not
equally effective across different globally integrated units or across HQ and

implementer subsidiaries.

The challenge then for the multinational firm is to identify how it can preserve
variety and local adaptation while simultaneously establishing a foundation for
global integration and knowledge transfer (Morris, Snell and Wright 2006). This is
a difficult challenge. To illustrate it, we will consider the case of a particular com-
pany: GlobalCo. The case will help us to identify the main mechanisms a company
may implement in order to facilitate knowledge transfer and integration within its

international network.
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Case study 4.1

Knowledge transfer in GlobalCo

The German electrical and electronic engineering company GlobalCo was founded
in the first half of the 19th century and started its international expansion shortly
afterwards. Today the company operates in 190 countries, has a turnover of more
than $45 billion and employs in excess of 300,000 employees, more than one-
third of whom work in foreign subsidiaries.

The firm’s structure is based on a regional and functional matrix. HR planning
is generally local — there is no international setting of HR budgets. Yet, to control
this locally designed HR planning, each local HR director reports to the local
managing director and to the global HR head. Reporting covers not only general
HR expenditure but also a host of other information such as details on training
and development. Moreover, the intranet acts as a substantial standardized
resource for information, common HR processes and documents that can be
accessed throughout the world. In addition to this reporting, there are many
formal contacts between head office and subsidiaries with German HR executives
having a strong involvement in key local HR initiatives.

These highly formal mechanisms of integration and knowledge diffusion are
supplemented by other initiatives aimed at grouping employees from different
units to develop common standards. For example, management development pro-
grammes attempt to create a common business culture so that leadership princi-
ples, core competencies and many HR instruments are taught in internationally
standardized seminars. Personal coordination is also intensive. About 1% of
employees outside Germany are home-country international assignees with the
number of third-country nationals on expatriation increasing rapidly. The com-
pany also has one international meeting of top HR executives a year focusing on
the development and refinement of international HRM approaches. Some irregu-
lar regional meetings are held and frequent informal contacts between HR spe-
cialists in the head office and HR personnel abroad take place.

Cross-national projects on the part of HR specialists are also favoured.
Initially, ideas are invited from all countries, but then a unilateral development of
strategic and international matters on the part of the parent’s head office often
takes place. The expertise in the development of international HR instruments
remains in the head office, which works thus as the company’s centre of
excellence.

Drawing on all these mechanisms (i.e. in-depth HR communication and bureau-
cratic, social and personal coordination activities through HR reporting, manage-
ment development, expatriation patterns and the roles and influences of HR
specialists from the head office), the company can disperse knowledge around its
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component parts. On some occasions, the source of knowledge comes from the
subsidiaries. For example, instruments such as the US accounting system or Hay-
type job evaluations were introduced in the parent country from abroad and have
been subsequently implemented worldwide. On other occasions, however, HR inno-
vations originating from the German headquarters received mixed support from
local management. For instance, Spanish HRM managers did not object to work
within a binational project group set up for the selection and succession of top
executives. In this group, they contributed ideas and acted as a testing ground for
implementation. And yet the Spanish managers were excluded from the actual
development of the international system. They accepted their role as implementers
of practices that heavily favoured the head office. However, this ready acceptance
of HQ initiatives was not always the case. One example is a ‘security-minded’
European remuneration system which operated until 1996 in Spain. It was seen
as ‘not motivating our managers’ (by Spanish HR executives) and was replaced
by a locally developed compensation system that has a higher risk element geared
to the achievement of individually set objectives.

This tension between global standardization and local adaptation is reflected in
other instances. For example, the high detail of HR reporting is regarded in Spain
as ‘bureaucratic’ and ‘too much effort’. Still, there is no active resistance to
reporting measures that local management does not see as beneficial. Ironically,
the extensive formal reporting may have led to an information overload in
Germany where managers argue that it would be preferable to gather fewer data
but to analyse and use them more carefully.

The GlobalCo case illustrates some of the different mechanisms a company can
implement in order to integrate its operations and transfer knowledge. They fall
into three main categories (Dickmann and Miiller-Camen 2006): bureaucratic,
social and personal mechanisms.

Bureaucratic mechanisms are based on formal roles and procedures that are moni-
tored and sanctioned: for example, the planning, monitoring and reporting of key
HR budgets. Although bureaucratic initiatives are mainly designed for control and
coordination purposes (Bartlett and Ghoshal 1987), they also can be implemented
for knowledge transfer reasons (Sparrow 2006); for example, the design of com-
puterized HR knowledge management systems (e.g. intranets) to share expertise
and to capture and store best practices. This is perhaps the most common initiative
for knowledge management. As Nonaka and Konno (1998) have pointed out, when
academics and business people refer to ‘knowledge management’ they often mean
‘information technology’. Research evidence confirms this statement. According to
a survey by KPMG in 2000, 62% of the main companies in Europe and the USA are

taking initiatives to facilitate knowledge transfer and creation in and between their
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different units. However, most of these initiatives refer to the different technology-
based information systems (e.g. intranets, data warehousing, DSS, Lotus Notes,
etc.) provided by the company to enable the exchange of explicit knowledge. These
findings are consistent with those of Ernst and Young in 1997.This company carried
out a study of 432 European and US organizations in order to find out what meas-
ures were being implemented to manage knowledge. The study showed that most
of these companies limit themselves to introducing technological capacity.

Bureaucratic mechanisms may be a prerequisite for knowledge management but
they are not sufficient in themselves (Ferner 2000). They must be supplemented
with social mechanisms aiming at creating corporate cohesion (Harzing 1999; Ferner
2000) and transferring and generating knowledge. International and globally dis-
tributed teams, international assignments, communities of practice and global
expertise networks are the main international initiatives falling within this cate-
gory. They are all aimed at facilitating social interaction among people of different
units who have common tasks and who interact and share knowledge with each
other, either formally or informally.

Personal mechanisms represent the third integration vehicle. They aim at building
intense personal relationships among particular members of the international net-
work of the company. Building these personal relationships is vital as they have pos-
itive effects on the frequency of inter-subsidiary and subsidiary—head office
communication (Edstrém and Galbraith 1977; Bartlett and Ghoshal 1987) as well
as on the level of knowledge transfer (Bonache and Zarraga 2007). In any case, the
importance attributed to the building of these personal relationships will depend
on the strategic role of subsidiaries (Birkinshaw and Morrison 1995). For exam-
ple, ‘implementer’ subsidiaries make a heavier use of communication vehicles than
‘autonomous units’ (Martinez and Jarillo 1991). Visits of HR managers from HQ,
local HR managers in HQ, and the use of international assignees to transfer tacit
knowledge are the main mechanisms falling into this category.

We summarize these mechanisms in Table 4.1. As suggested in the table, they
can be assessed for their potential to achieve the two resource-based dimensions of
internationalization mentioned earlier (i.e. creation and transfer of knowlcdgc).
Thus, while some mechanisms (e.g. IHRM planning and reporting) are expected
to be poor on both dimensions, others (e.g. HR centres of excellence) have the
potential to both diffuse existing knowledge as well as create new knowledge. We
use the word ‘potential’ deliberately to convey the idea that they are a necessary
but insufficient condition for the transfer and creation of knowledge. As will be
later explained, many barriers may impede the efficient functioning of these
mechanisms.

Table 4.1 also includes some statements regarding the relative importance of
these mechanisms for each type of subsidiary. As seen in the case of GlobalCo, a
company can use a variety of these mechanisms. Yet it can be argued that they will

not be equally important in all units. That is, depending on the strategic role of
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subsidiaries, some mechanisms will be attributed more or less relevance. Thus, for
example, while global centres of excellence will be unlikely to be found in
autonomous units (i.e. they design and implement their own HR practices), they
will be a key knowledge management mechanism in globally integrated units. In
these integrated units, communities of practices, aiming at reinforcing a corporate
culture that enables the diffusion of existing knowledge and the acquisition of new
learning, will also be a vital mechanism. The degree to which companies make use
of these alternative mechanisms depending on the strategic role of subsidiaries is

an issue requiring further empirical research.

BARRIERS AND HR INITIATIVES FOR
KNOWLEDGE MANAGEMENT

So far we have recognized the importance of knowledge transfer within MNCs as
well as the different mechanisms designed for this purpose. However, researchers
have shown that transferring knowledge within a firm is far from easy, as several
barriers usually appear in this process. Along these lines, two main theoretical
models specifying the barriers to the success of the transnational transfer of know-
ledge within MNCs have been provided, one developed by Szulanski (1996) and
another by Kostova (1999).

Szulanski (1996) developed the notion of internal stickiness to refer to the dif-
ficulty of transferring knowledge within organizations. He identifies four sets of
factors influencing the difficulty of knowledge transfer: characteristics of the
knowledge transferred (i.e. causal ambiguity, ‘unprovenness’), of the source (i.e. lack
of motivation, not perceived as reliable), of the recipient (i.e. lack of motivation,
absorptive capacity) and of the context in which the transfer takes place (i.e. barren
organizational context, arduous relationship). The findings of his empirical study
showed that the major barriers to internal knowledge transfer are the recipient’s
lack of absorptive capacity, causal ambiguity and an arduous relationship between
the source and the recipient.

The second notable theoretical contribution to the analysis of knowledge transfer
is from Kostova (1999). Drawing on a variety of theoretical perspectives (organiza-
tional behaviour, resource dependence and institutional theory), she proposes an
alternative set of factors affecting the success of transfers. Some are social, referring
to the degree to which the regulatory, cognitive and normative profiles of the home
country and the recipient country are similar or different. Others are organizational,
referring to compatibility between the values implied by the knowledge transferred
and the values underlying the unit’s firm culture, or to the degree to which the unit’s
organizational culture is supportive of learning, change and innovation. Finally,
others are individual, referring to the attitudes of transfer coalition’s members (i.c.

their commitment to, identity with and trust in the parent company).
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It is important to note that these types of barrier may impede the efficient
implementation of the mechanisms for knowledge transfer already outlined. If
employees are motivated to share knowledge, they may be guided by different
logics. For instance, practitioners in the UK and India rated the importance of cer-
tain approaches to create competitive advantage fundamentally differently
(Sparrow and Budhwar 1997). People may work to different logics (Budhwar and
Sparrow 2003). Morcover, it has been shown that individuals often display some
reluctance to share knowledge (Moravec et al. 1997). If indeed this is the case
(i.e. if employees from the different units are not motivated to share knowledge,
in terms of Szulanski’s model), the mechanisms implemented for knowledge
management will not produce the desired results.

Let us take as an example one of the aforementioned mechanisms to transfer
knowledge, the global HR management systems. What may prevent individuals
from sharing their knowledge in these systems?

It has been suggested that the problems facing people in situations in which
knowledge has to be exchanged and shared can be conceptualized as social
dilemmas (Cabrera and Cabrera 2002; Zarraga and Bonache 2005). In these
situations, the interests of individual members of a group are at odds with the
collective interest of that group (Van Lange et al. 1992), forcing individuals to
choose between either self-interest or collective interest. The problem of public
goods is a particular social dilemma reflecting the situation of knowledge shar-
ing in global HR knowledge management systems. A public good is a shared
resource, made up of the voluntary contributions of some of the members of a
collective and from which all its members benefit, whether they have con-
tributed to it or not (Connolly and Thorn 1990). These assets can also work as
incentive for some members to take advantage of the collective. In fact, if
everybody contributes and shares their knowledge except for one, then this
member will benefit from collectively generated knowledge. Contrariwise, if
there is only one person who contributes and shares, the situation could well
result in a series of costs (loss of power, position of privilege, job etc.) with no
benefits in return. In that case, non-contribution becomes the dominant strat-
egy in global HR management systems, where no type of collective knowledge
is either transferred or generated.

These problems indicate that mechanisms for knowledge transfer and creation,
although widely used, do not always produce positive results. Only under certain
conditions will the desired knowledge transfer and creation take place. For exam-
plc, a company may assign an cmploycc to a given forcign unit to transfer his/her
expertise. Yet many factors may impede such a transfer. Local employees may not
be motivated or not be able to acquire this new knowledge. Communication
between the international assignees and local employees is not easy. Similarly, the
international assignee may not be perceived as reliable. If so, poor knowledge

transfer will take place.
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This suggests that it is vital for a company to examine specific initiatives it can
adopt in order to turn knowledge transfer mechanisms into an efficient device. In
this respect, HRM practices can play a key role. According to the resource-based
view, their goal is to attract, retain and motivate the sorts of skill and behaviour
required by the organization to achieve its objectives (Wright et al. 2001). The
purpose here is knowledge transfer and creation. However, little is known about
the specific HR initiatives a company can implement in order to turn knowledge
transfer mechanisms into efficient devices for knowledge sharing and creation.
Although some work has recently been produced in this direction (see, for
example, Cabrera and Cabrera (2002) for specific initiatives favouring knowledge
transfer and creation in global HR management systems), more research is clearly
needed.

Figure 4.1 offers a recent model (see Bonache and Zarraga (2007) for a more
detailed explanation) of some HR initiatives favouring knowledge transfer (and
creation) through international assignees, a typical mechanism for knowledge
management.

The model basically assumes that an efficient knowledge transfer through inter-
national assignees will take place provided three conditions hold: abilities and
motivation of international assignees; abilities and motivation of local staff; and a
fertile relationship between them. In turn, the model includes the need to imple-
ment certain HR initiatives promoting these three factors. For example, what spe-
cific HR initiatives can a multinational company adopt to trigger the first of these
factors (i.ec. abilities and motivation of international staff to transfer knowledge)?

In this respect, HR initiatives deemed most likely to affect international
assignees’ abilities, given what is currently known about the subject, include the

following:

m  Extensive screening of prospective candidates (see Chapter 5). It has been
shown that international staff selected on the basis not only of technical com-
petencies but also of other additional abilities will be more effective as
knowledge transferrers than those whose selection criteria are limited to
assessment of their performance at home.

m  Cross-cultural training of international staff (see Chapter 6). The need for
such preparation is likely to be determined in part by the type of knowledge
to be transferred. At one extreme assignments can involve the transfer of
organizational culture. The international staff will have a key representa-
tional role, requiring extensive interaction with locals; at the other, there are
transfers that may be almost entirely technology or equipment related, with
the expatriate living in a tight expatriate community in a capital city or even
a specific compound reserved for their compatriots. Most, of course, will
fall between these extremes, but the different requirements for preparation
are clear (Pickard and Brewster 1995).
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In addition to the initiatives promoting the abilities of international assignees,
motivation also has to be analysed. This is usually described in terms of the basic
goals of objectives that drive behaviour (Baron and Kreps 1999). In our context,
this means that employees must be motivated to perform their knowledge trans-
fer function efficiently. Some initiatives likely to affect international assignees’
motivation include the following:

® Emphasis on the importance of knowledge transfer in the performance eval-
uation criteria. International assignees’ perception of the importance
attached by the company to knowledge transfer as a performance evaluation
criterion is likely to increase their efforts to transfer (Bjérkman et al. 2004).
® Reward systems linked to knowledge sharing (see Chapter 8). In general, the
greater the direct and indirect perceived rewards derived from knowledge

transfer, the more motivated the employee will be.

The specification of performance evaluation criteria and the use of extrinsic
rewards may be insufficient to ensure the sorts of efforts required for knowledge
transfer. In this regard, it is vital to distinguish between the motivations to parti-
cipate versus the motivation to produce (March and Simon 1958). An international
assignee may be motivated by the extrinsic monetary rewards to take up an inter-
national assignment. In contrast, to contribute one’s tacit knowledge hinges on
intrinsic motivation. International assignees will be intrinsically motivated if they

value their activity for its own sake and will appear to be self-sustained.

CONCLUSION

Intrinsic motivation to share knowledge is a crucial issue. However, this cannot be
compelled but only enabled under suitable conditions. By its nature, it is always
voluntary. Several HR initiatives can be implemented to foster intrinsic motiva-
tion; some of them have to do with the recruitment of potential candidates and

others with the establishing of the conditions of the assignment:

® Seclecting candidates who find engaging in knowledge transfer activities to be
inherently satistying. Not every potential employee has the appropriate tem-
perament and motivational profile to be an effective international assignee.
It is important to recruit intrinsically motivated persons for the task at hand,
either because it results in personal development and increased esteem or
because it involves recognition from local employees or headquarters.

® Establishing psychological contracts based on emotional loyalties and
participation. An international assignee may also be intrinsically moti-

vated to efficiently perform his or her tasks because of personal loyalties.
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An international assignee who is considering making a relatively low effort
in transferring knowledge may feel that such behaviour will be disappoint-
ing for HQs or for local employees. Alternatively, he or she may feel that his
or her competence as an efficient employee will be questioned by either of
these two groups. Although these types of personal concern and considera-
tion may be a complex construct, they appear to be potentially important
factors here. If a personal relationship strongly raises the intrinsic motivation
to cooperate, establishing a psychological contract based on emotional

loyalties seems a reasonable HR initiative.

As Figure 4.2 suggests, similar initiatives can be implemented to trigger the
other two factors (abilities and motivation of local staff, and a fertile relationship
between international and local staff). The key point, however, is that if a company
is limited to sending international assignees as a means to transfer HR practices,
without taking into consideration the HR practices that aid efficient knowledge
transfer, a poor outcome can be expected.

In sum, HR practices are thus not only a key asset to be transferred in MNCs,
but also a vital element to promote an adequate internal knowledge transfer within

the international network of multinational enterprises.

HR INITIATIVES

Extensive screening of prospective employees, going

beyond technical qualifications FAVOURING FACTORS

Extensive training of IA requiring interaction with locals

Emphasis on the importance of knowledge transfer in +

: L _Abilities and motivation
the performance evaluation criteria |

of international staff

Rewards systems linked to knowledge transfer
Selecting intrinsically motivated persons

Establishing psychological contracts based on
emotional loyalties and participation

Emphasizing cultural fit with the local environment in
the selection and training of IA

Relationship between
De-emphasizing salary disparity and promoting a sense + ,. international and local
of egalitarianism staff

Extensive socialization

Implementing a high performance work system in the + Abilities and motivation
subsidiary of local staff

Figure 4.2 Initiatives to promote knowledge transfer through international assignees.
Source: adapted from Bonache and Zarraga (2008).
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KEY LEARNING POINTS

®  The transfer and creation of HR know-how is a key strategic goal in MNCs.
In fact, in the resource-based view of the firm, internationalization can be
conceived as an exploitation and accumulation of strategic HR knowledge.

®  Knowledge transfer and creation are not confined to those from headquarters
to foreign subsidiaries, but can occur in various directions within the MNC.

®  Subsidiaries of MNCs can be classified according to the degree to which they
are involved in the transfer and creation of knowledge. Following this crite-
rion, there are four main types of subsidiary: globally integrated units,
autonomous units, learning units and implementer units.

® Knowledge transfer is subject to certain constraints and challenges. The
main challenge for the multinational firm is to identify how it can preserve
variety and local adaptation while simultaneously establishing a foundation
for global integration and knowledge transfer.

= Different mechanisms favour knowledge management in MNCs. Some of
them favour the transfer of existing knowledge, while others favour the
creation of new knowledge.

®  The implementation of these mechanisms is a necessary but insufficient con-
dition for knowledge transfer. Research has shown that many barriers make
it difficult to ensure their efficient functioning,

= HR initiatives are a key element to overcome those barriers. If they are not
taken into consideration, a poor knowledge transfer and creation will likely

take place.
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Chapter 5

Resourcing international
assignees

David G. Collings and Hugh Scullion

CHAPTER OBJECTIVES

By the end of this chapter, readers will have:

m considered the context of resourcing international assignees, which, we
argue, is more complex than resourcing in a domestic context

® an understanding of the emerging strategic constraints on international
resourcing

® identified the key factors that multinational corporations (MNCs) should
take into account in resourcing international assignees

m cxplored international resourcing in practice

® an appreciation of the key means through which MNCs could advance their
international resourcing practice in terms of adopting a more strategic

perspective

INTRODUCTION

In international business it has long been recognized that organizational ‘strategy
(the what) is internationalizing faster than the implementation (the how) and much
faster than the managers and executives themselves (the who)’ charged with its
development and execution (Adler and Bartholomew 1992: 52). Indeed, Harvey
etal. (2001: 899) posit that: ‘Successful formulation and implementation of a cor-
porate strategy for managing global operations requires a commensurate strategy
for managing international human resources.’

In this regard, one of the primary means through which MNCs coordinate and
control their foreign operations is through the use of international assignees
(Edstrém and Galbraith 1977; Harzing 2004). International assignees are also used

as a means of developing organizational competence or indeed for individual

87



DAVID G. COLLINGS AND HUGH SCULLION

management development. However, even allowing for over a quarter of a century
since the emergence of some seminal papers around the theme of international
assignments, we are left with a very incomplete picture of the effectiveness of
these assignees, and indeed their value and continued use in the multinational
enterprise has recently been subject to scrutiny and challenge (Collings et al. 2007).
Perhaps the most significant challenge to the continued use of expatriate assign-
ments was (Harzing 1995) — and still remains (Harzing 2002; Harzing and
Christensen 2004) — the hotly debated area of expatriate failure, a topic closely
related to international resourcing. In the earliest literature on this topic, failure
rates of 10 to 45% were commonly cited and failure rates in this range are still fre-
quently cited in the North American literature. In contrast reported failure rates
in European and Japanese MNCs tend to be lower. For instance, in the late 1980s
and early 1990s Brewster (1988) reported failure rates of below 5% in 72% of his
sample. Likewise Scullion’s (1991) study of UK and Irish multinationals found that
only 10% of these firms had failure rates over 5%. In recent years empirical
research on expatriate failure has been limited. Indeed, Harzing and Christensen
(2004) have gone so far as to argue that it may be better to abandon the concept
of expatriate failure completely and instead focus on analysing the issues around
expatriate turnover and performance management. Others have argued for a
broader conceptualization of expatriate failure with a particular emphasis on per-
formance (Collings and Scullion 2006). Empirical studies on expatriate failure in
emerging economies such as China and India would, however, represent a partic-
ularly useful addition to the literature. Discussions around the definition of expa-
triate failure notwithstanding, it is clear that any significant level of expatriate
failure is likely to result in significant cost implications for the organization con-
cerned and also has the potential to considerably impact on the subsidiary operation.
It is also clear, however, that the prospect of working in a foreign environment
that may differ significantly from one’s home country presents a significant chal-
lenge for those concerned. Further, successful adjustment to the host environment
is widely considered to be a significant antecedent of expatriate performance and
it appears as an underpinning kernel in much of the study of expatriation.
Unfortunately, however, even allowing for the large body of extant literature on
the nature of adjustment, we are faced with a number of disparate findings, lead-
ing to a number of paradoxes. For instance, in a review of the literature in the field
Thomas (1998) points to the contradiction that the very factors that make an expa-
triate effective also make it more difficult for that expatriate to adjust. While a
more in-depth discussion of the adjustment issue is conducted in Chapter 7, it is
important to recognize the significance of international assignee and family adjust-
ment in explaining the success of international assignments. A key theme in this
literature is the link between expatriate selection and adjustment and in this

chapter we focus primarily on the selection issue.
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Before we bcgin our analysis of resourcing international assignees, it is neces-
sary to define the boundaries of our discussion. Specifically we use the term inter-
national assignees, which we define as employees of an MNC who are sent on
secondment to a location outside of their home country. We use this term instead
of expatriation, which is often used in quite ethnocentric terms to refer to parent
country nationals (PCNs) who are sent to foreign subsidiaries. Our definition also
includes the use of third country nationals, nationals from a country other than the
parent country who are seconded to a subsidiary in a country other than their
home country and inpatriates (Harvey et al. 2001) where assignees from sub-
sidiaries are seconded to the headquarter operation. While traditionally these sec-
ondments typically had lasted between 3 and 5 years, we also briefly discuss
short-term international assignments (i.e. less than 1 year’s duration). Our focus
in this chapter is limited to the resourcing of managerial talent from inside the
MNC (internal labour market) which can be justified as there is a growing recog-
nition that the success of global business depends most importantly on the quality
of management talent available in the multinational (Scullion and Starkey 2000).
(For a broader discussion of recruitment and selection in an international context
see Scullion and Collings 2006; Sparrow 2006.)

In this chapter, we take a strategic focus rather than focusing in detail on the
practicalities of selection of international assignees, which have been covered else-
where (see Briscoe and Schuler 2004; Dowling and Welch 2004; Scullion and
Collings 2006; Sparrow 2007). Our approach is to examine the strategic issues
faced by MNCs with regard to resourcing international assignees and we seek to
highlight how resourcing staff for international assignments plays an important
role in cnabling international firms to compete cffcctivcly in the international
business environment.

CONTEXT FOR RESOURCING INTERNATIONAL
ASSIGNEES

The resourcing of international assignees is more complex than resourcing in a
domestic context and as such the area presents significant challenges for the inter-
national HR professional (Dowling and Welch 2004). In this regard we highlight
eight significant challenges:

1 The performance requirements of international assignees are often more
complex than their domestic counterparts. This is a result of a number of
factors, including the fact that assignees will be expected to reach high per-
formance standards in a different cultural environment that usually involves

adapting to varying cultural norms and often also to a different language.
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2 We often have little concrete knowledge of how a potential candidate is
likely to perform during an international assignment. While managers may
have a relatively clear idea of the candidate’s competence based on their per-
formance in their home organization, the difficulty is that ‘past performance
may have little or no bearing on one’s ability to achieve a task in a foreign
environment’” (Dowling and Welch 2004: 99). Thus, high performance in the
home country does not always guarantee performance in foreign locations.

3 International HR professionals are often forced to recruit candidates for
international assignments in reaction to crises in foreign subsidiaries with
little time to systematically and strategically assess the situation and develop
an appropriate pool of applicants (Black et al. 1999; Sparrow 2006). Thus
HR professionals often face greater temporal pressures in recruiting inter-
national assignees.

4 Because international assignments by definition involve relocation to a
different country, it is likely that the assignee’s family situation will be more
significant in their decision to put themselves forward for an assignment and
also their decision to accept it than in the domestic context. Thus, interna-
tional HR professionals will have to take into greater account issues
surrounding the potential international assignees’ family situation in
selection decisions.

5 Legislative requirements in the proposed location of the assignment will also
impact on the selection decision. Specifically, assignments in many countries
will require visas for international assignees and their spouses and children.
In some countries it may be that spouses will find it difficult or even imposs-
ible to get a work visa, resulting in further complications as they may be
unable to pursue their own careers in the host location.

6 Cultural differences between the home and host country may have to be
taken into account. For example, the extent to which females may be
accepted as managers of male subordinates in certain Arab countries may
have some significance. Also international assignees of specific nationalities
may find assignmcnts in certain countries particularly challcnging for
historic or political reasons. Specifically, English or American assignees in
Iraq may find such postings very difficult, due to the perception of certain
citizens within that country toward their government’s role in the hostilities
in the country.

7 Given that assignments often involve spending time in dangerous locations,
firms will often have to be more aware of the risks attached to assignments
in such countries. For example, there have been a number of high-profile
abductions of expatriate oil workers in Nigeria in recent years and also of
employees of American firms in countries such as Iraq. On this basis, MNCs
will be required increasingly to conduct risk assessments for international

assignees.
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8 MNCs must effectively manage the balance between adopting globally stan-
dardized selection criteria and techniques vis-a-vis adapting such criteria and
techniques to local countries in selecting international assignees. Two key
issues emerge in this respect. First, policies may have to be adapted to
account for legislative requirements in varying host countries. Second, MNCs
must ensure that techniques and tests do not discriminate against certain
employees who may be unfamiliar with the methods or disadvantaged

through language skills.

It is clear that international resourcing is a complex and multifaceted task.
While a discussion of all of the relevant issues is beyond the scope of the current
chapter, we do discuss some of the more pertinent ones. Specifically, we consider
the strategic constraints on international resourcing, debates around the character-
ization of international assignees, some of the issues around the practice of

international resourcing and, finally, propose some ideas for the way forward.

STRATEGIC CONSTRAINTS ON RESOURCING
INTERNATIONAL ASSIGNMENTS

There is an increasing realization that MNCs are experiencing a number of diffi-
culties in staffing foreign positions with traditional parent-country national expa-
triates and for over a decade this issue has dominated the agenda of international
HR managers. These challenges emerge from a number of strategic constraints

that international HR professionals face in resourcing international assignees

(Collings et al. 2007).

Supply-side issue

Four key trends emerge in this regard — dual-careers issues, the limited participa-
tion of women in international assignments, issues around repatriation and weak-

nesses of talent management at an international level.

Demand-side issues

We point to the rapid growth of emerging markets in countries such as those in
Eastern Europe, India and China, which is important in cxplaining the growing
demand for expatriate employees with the specific competences needed to manage
in these markets. Further, there is increasing demand for expatriate employees in
a far wider range of organizations than the traditional large MNC partly due to the
rapid growth of small and medium-sized enterprise (SME) internationalization and
international joint ventures (IJVs).
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Expatriate failure and associated controversies

As noted already, the long-established orthodoxy was that many expatriate assign-
ments ended prematurely as a large percentage of employees returned home due
to a failure to adjust to the host environment. Recent analyses, however, indicate
that while expatriate performance remains a serious concern for many MNCs,
high expatriate failure rates may not have been as widespread as originally believed
(Harzing 2002; Harzing and Christensen 2004) although the costs associated with

failure in both financial and non-financial terms remain high.

Performance evaluation

The performance of expatriates continues to be problematical for MNCs, which is
partly due to difficult challenges faced by expatriates between meeting the often
conflicting demands of the HQ and subsidiary operations. Further, several other
factors also impact on expatriate performance including adjustment, family adjust-
ment, language competence, etc., although the debate on adjustment and per-

formance has long been open (Thomas 1998).

Costs

Although many firms do not have a true idea of the costs associated with expatri-
ate assignments, it is generally estimated that the cost associated with the interna-
tional assignment is between three and five times an assignee’s home salary in a
year. Given increasing cost pressures in many industries, cost issues represent a sig-
nificant challenge for many MNC:s in utilizing PCN expatriates.

As already noted, these developments have two key implications for resourcing
international assignees. First, the pool of candidates available to MNCs for assign-
ments is being influenced by two key factors. One factor concerns the problem of
a lack of supply of available candidates, apposite to the rapidly increasing demand
for those with the competence to work in the international sphere. This means that
organizations face a significant recruitment challenge in attracting an appropriate
pool of candidates for international assignments. This suggests the increasing
importance of global branding for MNCs in attracting an appropriate pool of can-
didates for international assignments. Further, the importance of developing an
appropriate and congruent set of HR policies to support international assignees
and encourage candidates to accept these assignments also emerges as key. The
second factor is that MNC:s are increasingly looking beyond traditional expatriate
pools and beyond traditional PCN expatriates in meeting staffing requirements for
senior managerial posts in foreign subsidiaries (see Collings et al. 2007; also Chapter
11). Thus the complex challenges involved in recruiting and selecting international

assignees is becoming even more demanding owing to three key factors:
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1 organizations simply have less experience in rccruiting for non-traditional
forms of international assignments

2 there has been less opportunity to benchmark best practice in this context
due to the relatively recent emergence of these alternatives

3 there is little research to guide practitioners in this regard.

Nonetheless, it does appear that more flexible forms of global staffing are
increasingly being used as alternatives to traditional expatriate assignment

(Collings et al. 2007).

CHARACTERIZING THE INTERNATIONAL MANAGER

While it is generally understood that role specification and resourcing strategies
are different for every organization and, indeed, for different international assign-
ments, it is sometimes assumed that the same selection and assessment criteria are
valid across the board. However, this is not supported by the research evidence,
which suggests that the role of the international manager varies significantly across
sectors of the economy (Sparrow 1999b). Despite the obvious variety of require-
ments placed on international assignees dependent on the nature, duration and
location of their assignment, a number of authors have attempted to identify the
characteristics and competencies required by the international manager. Early
research in the field linked high expatriate failure rates to lack of pre-departure
training and spouse adjustment problems perhaps suggesting generic requirements
regardless of the nature of assignment or individual. Our knowledge about skills
and competencies related to international job changes has increased and attempts
have been made to understand the more complex psychological processes involved
(Bognanno and Sparrow 1995).

Various studies have identified comprehensive lists of the competencies
required for the international manager (see Chapter 6 for a discussion of impor-
tant antecedent factors such as personality). The main problem is that various stud-
ies produce lists with a very large range of competencies for the international
manager. For example, by the 1990s two leading specialists in the field of cross-
cultural management, Harris and Moran (1996) cited almost 70 dimensions of
competency, of which over 20 are seen as most desirable. Other studies identify
similarly large lists (Barham and Wills 1992). The practitioner literature also con-
tains many lists of apparently predictive factors, many of which are of questionable
validity (see also the more recent contributions of Yamazaki and Kayes 2004;
Stroh et al. 2005). There remains a consensus between practitioners that there is a
range of specific competencies linked with effective performance in international roles.

However, it was noted that the approach of some organizations was to continue

to create lists of potentially relevant dimensions rather than engage with the more
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challenging task of defining the key generic attributes, which include both person-
ality characteristics and management competencies (Sparrow and Hiltrop 1994).
The main reason for this problem is that three main research streams have con-
tributed to our knowledge about effective performance in an international setting
(Sparrow 1999a): expatriation studies; international joint venture research and
research into the socialization process for international managers (for a discussion
of these studies see Sparrow 1999a; Scullion and Collings 2006).

Overly focusing on generic competencies in the selection of international
assignees is reflective of four key myths, which, Dowling and Welch (2004: 84-85)

argue, have evolved surrounding the recruitment of international managers.

Universal approach to management

This refers to the mistaken belief among some managers that they can apply cor-
porately developed HR policies and practices in a standardized way throughout
their foreign subsidiaries. This attitude arguably reflects ethnocentric tendencies
within MNCs and ignores a large body of research which shows the challenges of
implementing standardized process on a global basis.

Multicultural adaptabhility and behaviours

This refers to the fact that while some people have an innate ability to adopt cul-
turally appropriate behaviours in foreign countries, not everyone has these skills.
International assignments require individuals to have effectiveness skills (the abil-
ity to successfully translate technical or managerial skills into the foreign environ-
ment) and coping skills (the ability to settle in or at least survive in the foreign

environment). Not all people possess these skills.

Characteristics shared by successful international managers

While acknowledging that there are some characteristics shared by those who
are successful in international assignments, many explanations ignore the signifi-
cance of other factors including how an individual might react to the foreign

location.

Impediments to mobility

Despite MNCs’ preference that employees be globally mobile and willing to
relocate as per corporate requirements, a number of issues emerge with regard
to the extent to which people will actually consider relocating. Key issues
here include dual-career and family issues, career concerns, concerns over

repatriation, etc.

94



RESOURCING INTERNATIONAL ASSIGNEES

DOWLING AND WELCH’S FACTORS OF EXPATRIATE
SELECTION

In secking to build a more comprehensive understanding of the factors which
should be considered in international assignee selection, Dowling and Welch (2004)
point to six key, interrelated factors which should be considered in the process. This
work builds on earlier studies in the area. For example, Tung’s (1981) review of the
literature identified four groups of variables that can contribute to expatriate suc-
cess and thus should influence selection decisions. These were technical compe-
tence, personal traits or related abilities, ability to cope with environmental
variables and family situation. Three of Dowling and Welch’s factors, technical abil-
ity, cross-cultural suitability and family requirements, are particular to the individ-
ual while the other three, country/cultural requirements, language and MNC
requirements are specific to the assignment/situation. Dowling and Welch’s contri-
bution is useful in that, in contrast to studies which produce endless lists of specific
competencies that are required by international managers, they point to some over-
arching principles that should guide the international selection decision. Thus, the
emphasis is on the general rather than the specific — an approach that, we argue, is
more appropriate given the wide variety of role requirements of international

assignees. We now briefly review these characteristics.

Individual factors
Technical ability

Clearly, any potential assignee will require a base level of technical competence for
performance in an international assignment. This is particularly significant when
the assignment is posited on a position-filling rationale. Indeed, there is a large
body of empirical evidence that highlights the significance managers place on tech-
nical competence in selecting expatriate employees. This is hardly surprising as
technical competence is relatively easy to measure based on past performance par-
ticularly for international assignees sourced from the internal labour market.
However, a key disjuncture emerges in this debate. Past performance may not be
an accurate indicator of one’s ability to perform similar tasks in a foreign country.
As Dowling and Welch (2004: 99) surmise: ‘“Technical skills are critical [in com-
pleting international assignments], but success depends on how the individual han-
dles the situation.’

Cross-cultural suitability

As already indicated, above there are some personal characteristics associated with

expatriates’ successful performance in a foreign culture. A large body of largely
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US literature focuses on the big five personality characteristics (extroversion,
agreeableness, conscientiousness, emotional stability and openness or intellect) as
predictors of performance in foreign cultures (see, for example, Caligiuri 2000).
Broader skills that are posited to represent higher levels of cross-cultural compe-
tence include inter alia cultural empathy, adaptability, diplomacy, language ability,
openness and, more recently, cultural intelligence. The challenge from a resourc-
ing perspective however is, as Dowling and Welch (2004) note, that it is very dif-
ficult to define such competencies, not to mention assess a candidate’s competence

in relation to them.

Family requirements

Family requirements have a number of impacts on the decision of an expatriate to
accept an assignment and further their adjustment and ultimately perhaps per-
formance while on assignment. First, dual-career issues emerge. International
assignees are no longer necessarily males who are sole breadwinners with spouses
who are willing and able to relocate to a foreign location to further their husband’s
career. Increasingly, the decision to accept an international assignment is condi-
tioned by the impact on spousal careers. Linked to this, potential international
assignees are often reluctant to uproot children from schools for the purposes of
accompanying them on assignment. Poorly and ageing parents may also mean that
candidates are reluctant to accept assignments. Indeed, family issues were cited as
the most important reason for refusing international assignments in a recent study
(GMAC 2006: 14). Finally, there is a large body of literature which has highlighted
the link between spousal adjustment and expatriate adjustment; however, the
extent to which spouses are included in the selection decision is limited in prac-
tice. An interesting explanation for this failure in the European context could be
that legislative requirements in certain countries mean it is illegal to discriminate
against employees on the basis of marital status. Thus, if marital status were raised
in the selection process in a country such as Ireland, and a married candidate was
not offered a job while the successful candidate was unmarried, the appointment
could be challenged on the basis of discrimination due to marital status under the
Employment Equality Acts 1998 and 2004.

Situational factors
Country/cultural requirements

This factor has two key influences on the selection decision. First, the host loca-
tion may represent a particularly politically volatile or dangerous country and thus
the assignment may be considered a ‘hardship posting’. This may mean that the
MNC may find it difficult to get a candidate to accept the assignment or indeed the
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MNC may choose not to use an expatriate based on their risk assessment of the
assignment. Second, increasingly many countries place restrictions on the percent-
age of foreign employees in key positions. The employment of host-country
employees may also be key in building mutually beneficial and sustainable relation-
ships between the MNC and the host government. This may cause MNCs to
re-evaluate the balance of foreign and host employees in subsidiaries. The issue of
working permits and visas for international assignees and their spouses is also a
key consideration for MNCs. Clearly, acquiring visas is more difficult in some
countries than in others and the problem is less relevant when MNCs transfer

European Union (EU) passport holders within the EUL

MNC requirements

Operational issues in specific circumstances may affect the selection decision in
certain MNCs. For example, Collings et al. (2008) note that MNCs which inter-
nationalize at an early stage may suffer from a lack of available managerial talent
within the international labour market and thus may have to recruit from the
external labour market in filling key positions in new subsidiaries. Second, as
noted earlier, operating subsidiaries in politically volatile countries may mean that
MNC:s are forced to look beyond traditional PCN expatriate pools to fill these
positions. Dowling and Welch (2004) also point to the mode of operation, suggest-
ing that selecting staff for international joint ventures will be informed by differ-
ent criteria than those in traditional subsidiaries. They also note the importance of
the duration of the assignment. Specifically, family issues will be different for
short-term assignments (less than 1 year) than in longer assignments. Finally, they
note that the degree of knowledge transfer required by the job should impact on
the selection process. Where a key role of the expatriate is upskilling local staff,

training skills may be a competence emphasized in the selection decision.

Language

Dowling and Welch (2004) classify language competence as a situational factor as
opposed to an individual factor in terms of its importance in the selection decision.
Although acknowledging the fact that the significance of language competence for
international assignees varies dependent on the nature of the assignment and the
level of interaction with host employees, some level of competence in the host lan-
guage is required for almost all assignments. This factor is, however, underesti-
mated in selection in many instances despite the fact that research has
demonstrated the advantages attached to language proficiency in operating in a
foreign location (Bjérkman and Gertsen, 1992). This may be a factor of the growth
in common corporate languages. Thus, if the assignee is competent in the common

corporate language (often English), the MNC may underestimate the importance
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of host-language competence and the selection decision may be overly focused on
competence in the corporate 1anguage.
Having outlined some of the key factors that should be considered in expatriate

selection, the following section explores the practice of expatriate selection.

PRACTICE OF INTERNATIONAL SELECTION

Much of the literature suggests the emphasis in international recruitment should
be on softer skills, such as personality characteristics, cross-cultural and language
competence, family situation and the like. In practice, however, it appears that the
focus in selection is very much on technical skills and past performance, which, as
we have already indicated, may not always casily transfer to the foreign location.
There are a number of reasons for this focus on technical skills (Franke and
Nicholson 2002; Anderson 2005):

The majority of international assignments are concerned with filling a position.

2 Ttis relatively casy to quantify the past performance of those employed in the
organization.

3 The difficulty of identifying and measuring the relevant interpersonal and
cross-cultural skills.

4 Selectors will seek to minimize the personal risk involved by selecting a can-

didate who is unlikely to fail for technical reasons.

Apposite to this, family issues, which we noted earlier were identified as a key
factor in explaining expatriate success in the global assignment, tend to be one of
the factors least considered in the selection decision (Franke and Nicholson 2002;
Anderson 2005; GMAC 2006). This paradox is difficult to explain and in advanc-
ing the utility of international assignees, IHR professionals need to address this
issue.

Further, the literature suggests that despite rhetoric around the significance of
certain competencies required in successfully completing international assign-
ments, in practice many selection decisions are taken informally. Earlier research
highlighted the importance of personal recommendations and informal methods
for expatriate selection and the suggestion was that the outcome of selection inter-
views may often be pre-determined before the actual interview (Brewster 1991).
This means that the potential pool of applicants available to the recruiter is often
limited to employees who are well known to the recruiters (Harris and Brewster
1999; Linehan and Scullion 2001). Harris and Brewster (1999) develop this notion
of informality in expatriate selection further in an important article ‘The coffee
machine system: how international selection really works’. They provide a typology
of expatriate selection systems based on the distinction between open and closed
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systems and formal and informal systems. The closed/informal system was the dom-
inant one used in the UK organizations studied by Brewster and Harris. The typol-
ogy of selection systems is shown in Table 5.1 and helps to explain variations found
in the way expatriate selection is conducted. They show that expatriate selection, in
practice, is often an ad hoc process and they suggest that the selection process can be
started through a casual conversation about an assignment between executives chat-
ting around the coffee machine. Recent research on short-term internal assignments
confirms that informal selection is the rule rather than the exception in sourcing
short-term international assignees (Tahvanainen et al. 2005).

It is suggested that an MNC’s organizational processes are used to legitimize the
decision that has already been taken informally at the coffee machine. There are,
however, several disadvantages of this type of selection system. Not only are can-
didates not formally evaluated against agreed criteria, in addition the pool of
potential candidates is highly restricted and in general it reflects a reactive rather
than strategic approach to the management of expatriation (Harzing 2004). A con-
sideration of these and other factors has resulted in Anderson (2005) concluding
that international assignee management, and selection in particular, is often more
a function of good luck than good management.

Linked to the preceding point a final theme which emerges in relation to the
resourcing of international assignees is that recruitment of pools of candidates
is often ad hoc and reactive. International HR managers are often faced with
the challenge of finding suitable candidates in response to a crisis in a foreign
operation or to fill a key skills gap in such an operation (Black et al. 1999;
Sparrow 2006). As Sparrow (2006: 10) notes: ‘Another challenge today [in interna-

tional recruitment] is the speed at which the need to recruit internationally develops

Table 5.1 Harris and Brewster’s selection typology

Formal Informal
Open
m Clearly defined criteria Less defined criteria

Less defined measures
Limited training for selectors
No panel discussions

Open advertising of vacancy

Clearly defined measures
Training for selectors

Open advertising of vacancy
(internal/external)

m Panel discussions Recommendations

Closed

m Clearly defined criteria m Selectors’ individual preferences

m (Clearly defined measures determine selection criteria

m Training for selectors m No panel discussions

®m Panel discussions ® Nominations only (networking/reputation)
® Nominations only

(networking/reputation)

Source: adapted from Harris and Brewster (1999)
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and the volatility of the activities that are involved.’ This means that they do not
have sufficient time to adequately define the parameters of the role, design role
and person specification or adequately source a pool of candidates. It also rein-
forces the significance of the emphasis on technical skills in the selection process
and also the focus on a limited pool of candidates known to the recruiter.

This trend has some noteworthy implications for international HR practice.
A key US study (Miller 1972) found that in situations where one, or more, tech-
nically qualified candidates were quickly identified by recruiters, they often termi-
nated their search at an carly stage meaning they often overlooked potential
candidates with similar technical skill sets but superior cross-cultural skills.
However, paradoxically, when a suitable candidate was not immediately identified,
recruiters tended to more coherently define the skill set required for the assign-
ment, to consider the performance requirements of the role, to search more
aggressively and broadly throughout their organizations and indeed to request
more assistance from HR professionals (see also Black et al. 1999 for a discussion).
Given that much of this research is somewhat dated, research which explores the
impact of more sophisticated human resource information systems (HRIS) and
talent management systems on the selection decision in the MNC would be a
useful contribution to the literature. Specifically, research which explores the
extent to which selectors still quickly gravitate towards visible, technically profi-
cient candidates in the context of integrated talent management systems and HRIS
and further search behaviour in HRIS would be particularly timely.

While this work gives some key insights into the selection systems for international
managers it is important not to generalize as selection processes can be influenced by
factors such as the maturity of the multinational, its stage in the internationalization

process and its size and industry sector (Dowling and Welch 2004).

THE WAY FORWARD

In moving beyond the limitations commonly associated with resourcing interna-
tional assignments, MNCs could focus on a number of key issues. First, in expand-
ing the pool of potential candidates available for international assignments in the
context of the key supply and demand issues identified earlier, HR professionals
should look beyond traditional PCN expatriate pools and even beyond traditional
assignments. In this regard, Collings et al. (2007) point to the emergence of a port-
folio of alternatives to the traditional international assignment including short-
term assignments, commuter assignments, international business travel and virtual
assignments which MNCs can consider alongside the conventional expatriate
assignment. The short case vignette that follows highlights some of resourcing
issues in the case of DrinksCo international (see Chapter 11 for a related discus-

sion of modern forms of international working).

100



RESOURCING INTERNATIONAL ASSIGNEES

Case study 5.1

Flexible resourcing in Drinks Co. International

Drinks Co. International is a UK-based multinational which has expanded rapidly
into European markets over the past decade through acquisitions and joint ven-
tures. As a result, the character of the company was fundamentally altered and
for the first time in their history the group had more business by turnover and
profit from international activities than in the UK. However, due to the very rapid
growth in the pace of internationalization, shortages of international managers
had emerged as a significant problem. The implementation of the global strategy
was increasingly constrained by shortages of international management talent
that threatened to constrain corporate efforts to expand abroad.

As a result, the company undertook a strategic review of the requirements of
resourcing key positions in international operations. This review suggested that the
company should shift away from a reliance on traditional expatriate assignments
and towards a more flexible form of resourcing international assignments through
the introduction of shorter term assignments (assignments of less than 1 year’s
duration), international commuter assignments (staff commute from home base
while family remains at home) and frequent flyer assignments (staff undertake
frequent international business trips but do not commute).

These changes have been broadly successful and facilitated the company’s
expansion in Europe and the contribution of international operations to revenues
continues to expand. Corporate executives indicate that they feel this success
would have been constrained without the introduction of more flexible interna-
tional staffing arrangements.

The situation highlighted that a sensible approach to the work-life balance and
the adaptation and support of the partner were key factors for the success of
managers on these more flexible alternative forms of assignment. One important
advantage of these flexible assignments was the relative lack of disruption to the
career paths of the managers because they were not required to change jobs.
Another advantage was that managers were not faced with the messy problems
associated with the repatriation process. By the same token, more flexible assign-
ments also had some significant disadvantages. First, managers had often to
travel to many different countries, which can put strain on work and domestic
relationships. In addition, the requirement to develop a wide range of networks
and personal relationships in a wide range of countries can be highly stressful.

Question

1 What factors will influence the success or failure of flexible alternative
forms of international assignments?
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In selecting international assignees, the key to success is adopting a more strate-
gic focus. In this regard the challenge is not just strategy formulation, which many
organizations do relatively well (Tahvanainen and Suutari 2005), but also to trans-
late strategic planning to the operational level, through the development of HR
policies and practices aimed at ensuring congruence between employees’ work
behaviours and the organizational strategy. International HR managers, in conjunc-
tion with line managers, must bcgin by dcfining the requirements of the role in the
foreign subsidiary. Then they must decide on the most appropriate employee type,
host-country national (HCN) or international assignee or an alternative form of
international work. If an international assignee is deemed suitable then the objec-
tives for the assignments must be codified. The achievement of these objectives
will be improved if the individual expatriate is selected and supported through
a congruent set of HR policies throughout the expatriate cycle (Collings
et al. 2007). This begins with appropriate selection criteria and techniques that
are related to the role and that expand on simple measures of technical compe-
tence that have been shown empirically to be poor indicators of managers’

performance while they are on assignment.

CONCLUSION

In addressing the reactive nature of international resourcing throughout this chap-
ter and suggesting a more strategic role for international resourcing, it is impor-
tant to highlight the significance of related debates about talent management
systems in MNC:s. In an international context talent management is concerned with
the strategic integration of resourcing and development at the international level
and involves the proactive identification, development and strategic deployment of
high-performing and high-potential strategic employees on a global scale. Thus, it
goes beyond HR planning international assignments for international managers and
high-potential managers. It also focuses on talent identification, development and
deployment and also succession planning for key positions within the MNC
(Sparrow 2006). A key challenge in this respect is managing the talent pipeline and
recruiting ahead of the curve as opposed to the recruitment of international assignees
on a reactive basis (Sparrow et al. 2004; Sparrow 2007). Sparrow et al. (2004) high-
light that a major challenge facing organizations seeking to coordinate their talent
pipelines on a more global basis at the operational level is the need to consider the
cross-cultural relevance and fairness of the tools and techniques that are employed.

Paradoxically, however, despite the hype about talent management in recent years
there is little evidence to suggest that many organizations do it in a coordinated and
efficient manner (Scullion and Starkey 2000). A recent study reported that under
20% of senior managers strongly agreed that their organization brought in highly
talented people, under 10% thought that they retained all their high performers,
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while under 5% thought that their organization developed people quickly and effec-
tively or removed low performers (Michaels et al. 2001). Also, many companies are
frequently unaware of where their best talent is located (Evans et al. 2002).

Future research could move the debate forward and address the extent to which
talent management systems can help to resolve the historical problems associated
with international assignee selection. Specifically, as noted earlier, it would be
useful to explore the extent to which HR information systems and talent manage-
ment systems have resulted in a shift away from an overemphasis on technical
competence in the international selection decision. Research could also explore
whether talent management systems result in a closer alignment between interna-
tional selection and corporate strategic objectives. Further, it would be interesting
to explore the extent to which sophisticated talent management systems facilitate
the development of truly global internal talent markets within MNCs and hence
minimize the potential for regional or business unit silos that retard global resourcing
within the MNC (see Collings et al. 2008).

In summary, this chapter has highlighted some of the strategic challenges asso-
ciated with resourcing international assignees. It should be clear from our discus-
sions that resourcing for international assignments is more complex than recruiting
in a domestic context. We also explored the strategic constraints on the resourc-
ing of international assignees. Next we attempted to profile the skill requirements
of international assignees and considered the practice of international resourcing,
Finally, we discussed some initiatives that MNCs could consider in adopting a
more strategic view of resourcing international assignees. We identified talent

management as a key initiative in this regard.

KEY LEARNING POINTS

m The resourcing of international assignees is more complex than resourcing
in a domestic context due to a number of factors.

u Organizations face a number of emerging strategic constraints on interna-
tional resourcing,

®  While it is difficult to characterize an international manager, there are some
factors that can aid organizations in selecting international assignees.

® In practice, resourcing international assignees tends to be overly focused on
technical competence with a lack of emphasis on softer skills and family
issues that paradoxically have been identified as key in explaining expatriate
adjustment while on assignment.

®  MNCs can advance their international resourcing practice in terms of adopt-
ing a more strategic perspective. In particular, their efforts could focus on
expanding traditional expatriate pools and developing their international
talent management practice.
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Chapter 6

An integrative framework
for expatriate preparation
and training

Ina Ehnert and Chris Brewster

CHAPTER OBJECTIVES

By the end of this chapter, readers will have:

® an understanding of recent developments on expatriate preparation with a
particular focus on European organizations and research

B an appreciation of existing research into expatriate preparation and its
impact on expatriate success, performance and adjustrnent

® identified the need for an integrative view on selection, training and prepa-
ration of expatriates

® become familiar with the literature on expatriate training and evaluation,
with particular emphasis on alternatives to training, the value of training and
development in the host country and the need for pre-return preparation

m explored an integrative framework for expatriate preparation

INTRODUCTION

Multinational corporations (MNCs) in Europe, as elsewhere, face increasing
pressures to ensure efficiency and effectiveness in their expatriation practices. At
the same time, investments in the development of high-quality talents are
required. The significance of expatriates has increased in recent years (Scullion and
Brewster 2001), with their numbers remaining steady or even rising, Rises in num-
bers are seen for smaller and newer international organizations and for self-initiated
expatriation (GMAC 2005; Bonache et al. forthcoming). Identifying potential
expatriates and developing these is seen as key to international success, particularly
with the acknowledgement of expatriates as crucial for knowledge transfer within
the organization (Bonache and Brewster 2001; Mikeld forthcoming)
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(see Chapter 4). This development has been made easier for organizations by the
spread of self-assessment tools that help firms to create candidate pools (Caligiuri
and Tarique 2006). Additionally, expatriation is regarded as an important step in
career development from the perspective of potential candidates themselves (Stahl
et al. 2002; Bonache et al. forthcoming; Jokinen et al. forthcoming).

Although the importance of developing global talent and expatriates as a source
for competitive advantage has been widely recognized, MNCs face an overall pres-
sure for cost effectiveness and efficiency to compete in the international business
arena. This challenge — the requirement for investment in high-quality talent devel-
opment on the one hand and the simultaneous need for efficient practices on the
other — has led these organizations to take a sharp look at their policies for expa-
triates. International organizations have responded by increased use of other options,
such as relying more heavily on locally recruited staff, short-term transfers, more
frequent international travel, international commuting or even teleconferencing
(Mayerhofer et al. 2004; Harris and Dickmann 2005; see also Chapter 12).
And, MNCs have also attempted to increase the cost effectiveness of their
expatriates. A key element in this has been a growth in the attention organizations
are paying to appropriate preparation for the assignment.

This chapter explores this issue: examining in turn the importance of prepara-
tion, what we know about it, what can be done to improve it and proposing a new

integrative framework for understanding it.

IMPORTANCE OF EXPATRIATE TRAINING AND
PREPARATION

Attention to preparation is linked to research into factors that contribute to expa-
triate success, job performance and international adjustment. There is an assump-
tion that preparation for the posting will assist in adjustment to the new host
location and in success in operating there, thereby indirectly reducing replacement
costs associated with assignment failure. It is worth reminding ourselves, there-
fore, of what is known about adjustment and success. Individual factors, environ-
mental (or contextual) factors and organizational factors have been suggested as
leading to successful expatriate assignments (for reviews sce Mendenhall et al.
2002; Bhaskar-Shrinivas et al. 2005; Holopainen and Bjérkman 2005).

Individual antecedents of expatriate success include personality characteristics,
prior international experience and language skills (Caligiuri and Tarique 2006).
The research on personality characteristics and skills for successful expatriation
has received considerable attention. In this literature, extensive lists of personality
characteristics necessary for successful and well-adjusted expatriates have been
produced (for example, Torbiérn 1982; Mendenhall and Oddou 1985; Black et al.
1991; Kealey 1996; Caligiuri 2000a, 2000b). This stream of research assumes that
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certain gcncralizablc pcrsonality traits are of importance for expatriate success and
adjustment across different cultures and contexts (for reviews see Holopainen and
Bjorkman 2005; see also Chapter 7). These personality characteristics facilitating
cross-cultural adjustment include stress tolerance (Black 1988), relational skills
(Tung 1981) and communication skills (Mendenhall and Oddou 1985). Caligiuri
and Tarique (2006) assert that the five widely accepted personality factors (‘the Big
Five’), i.e. extroversion, agreeableness, conscientiousness, emotional stability and
openness or intellect, have been found repeatedly to be related to expatriate suc-
cess (for example, Ones and Viswesvaran 1997; Caligiuri 2000a). Personality char-
acteristics are not susceptible to training and are an important issue in selection
(but see Chapter 5 for a critique of the role of personality and competencies).

Empirical results are also mixed with regard to prior international experience,
a factor that has been found to facilitate adjustment but which has its limits when
it comes to relocating the expatriate to a new cultural environment (see Caligiuri
and Tarique 2006). Louis (1980), Jones (1983) and Nicholson (1984) suggest that
employees who are frequently mobile learn how to cope with and adjust to new
work settings, as cach successive transfer helps them become comfortable and pro-
ductive faster and more casily. However, empirical studies have found inconsistent
results: Parker and McEvoy (1993) found that prior international experience was
significantly correlated with general adjustment; Pinder and Schroeder (1987)
found no relation between frequency of prior transfers and capacity in the new
country; Black (1988) found that prior international experience facilitates general
adjustment, but not interaction and work adjustment.

In addition to the factors that cannot be taught, language skills have been iden-
tified as individual antecedents for expatriate success (Torbiérn 1982) although
little agreement exists on its relative importance in comparison to other factors
(Caligiuri and Tarique 2006). These authors conclude that, for some positions, lan-
guage skills are more important than for others and that, where possible, expatri-
ates with appropriate language skills should be selected. Language skills facilitate
social integration, which has been identified as an effective expatriate coping strat-
egy for adjustment (Stahl and Caligiuri 2005). More positive effects of language
skills are the opportunity to profit from communicational abilities which have been
found to be vital for expatriate performance (Holopainen and Bjérkman, 2005),
to show an interest in the host culture and its members, to build professional and
private relationships and to facilitate general adjustment to a new cultural environ-
ment. Language skills, of course, can be taught.

Organizational factors linked to success include, for example, job variables,
organizational support, selection and, of central importance to this chapter, prepa-
ration, training and development. Important job variables are the nature of the job,
the degree of interaction with host nationals, the objective and type of assignment.
In Europecan MNCs, a trend towards more developmental assignments

can be observed, i.e. assignments that form an integral part of an organization’s
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international management dcvclopmcnt programme (Harris and Dickmann 2005).
Organizational support at headquarters and in the host country has also been pro-
posed to have a positive influence on expatriate success and commitment (Aycan
1997). This support includes, for example, pre-departure preparation, support
during an assignment, pre-return preparation and logistical help.

Much of the work on the preparation and training that will assist this adjustment
(for reviews, see Mendenhall et al. 2004) is built on the importance of the ability
of the expatriate to understand the clues and cues being presented by the new
environment, by new behaviours of others, etc. and to develop behaviours differ-
ent to those that were ‘natural’ at home (see Chapter 7). Attention has been given
recently to the role of cultural intelligence (CQ) in this regard — an attitude and
skill that enables individuals to adapt effectively across cultures (Earley and Ang
2003; Earley and Mosakowski 2004; Earley and Peterson 2004). It is argued that
this enables an individual to interpret unfamiliar and ambiguous gestures in ways
as accurately as a national compatriot could.

However, this is a complex process. The expatriate has at the same time both to
adjust to the environment and maintain the distinguishing characteristics that they
are intended to bring in to the host country (Brewster 1995b). It remains unclear
how much adjustment is needed for an expatriate to perform well and to balance
between an organization’s global demands and local responsiveness. Therefore,
preparation itself becomes a complex process. Additional complexity is added when
expatriates are sent to different destinations and do not return to their headquar-
ters between these sojourns (see Chapter 10 for a discussion of career expatriation)
or when preparation requirements for new types of assignment are considered. It
remains important to note here that the purpose of an assignment is not expatriate
adjustment and well-being in itself, but rather expatriate success and performance.

The link between preparation, adjustment and performance is crucial but ten-
uous, in part due to difficulties in determining the criteria by which to measure
expatriate performance. The causal relationship between adjustment and perform-
ance has not yet been clarified because high levels of adjustment do not necessar-
ily lead to high performance (Holopainen and Bjérkman 2005). Clearly the three
major variables affecting performance are the personality characteristics of the
individual, the environment and the job requirements (Schuler et al. 1991). Failure
can result from there being a lack of fit across any combination of these three fac-
tors. Any misalignment in the first factor can be addressed through recruitment
and selection and misalignments in the other two through preparation.

However imperfect training may be as a substitute for actual foreign living
experience, it is still valuable if it can raise awareness of differing cultural norms
and reduce the often painful and agonizing experience of adjusting to another
culture. This would, in turn, help the organization to avoid the great damage that
culture shock and cultural misunderstanding can do to its operating relationship

(Robock and Simmonds 1983: 562).
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It has been suggested that a realistic preview of what the expatriate has to expect
in an unfamiliar cultural and job environment facilitates expatriate adjustment and
contributes to job performance. Numerous authors (for example, Tung 1998;
Caligiuri et al. 2001; Kithlmann 2001; Caligiuri and Tarique 2006) have pointed
out the important role of training in creating realistic expectations. However,
organizations undertaking training and development programmes for expatriates

have found that the process is complex.

UNDERSTANDING EXPATRIATE TRAINING
AND PREPARATION

Four problems make training and development for international assignments
more complex than for domestic assignments. First, the expatriate has to adjust
not only to a new job and a new role, but also to a new culture (Mendenhall and
Oddou 1985). Second, many potential critical incidents and cultural paradoxes
cannot be foreseen before an assignment, raising the need for individualized expa-
triate in-country support (Mendenhall and Stahl 2000). Third, since the stress
associated with a foreign assignment falls on all family members (Harris and
Moran 1979; Harvey 1985) the issue of training programmes for the partner and
family need to be addressed. A fourth problem concerns the problem of repatri-
ation. This has only been recognized more recently, but is now developing an
extensive literature (see Chapter 9). Many MNCs seem to perform poorly with
regard to retaining their expatriates on return and thus face the danger of losing
their investments when the high-skilled managers that they have developed at
considerable cost leave the organization (see, for example, Stahl et al. 2002; see
also Chapter 9).

The four problems together indicate that the tasks surrounding international
assignments — such as expatriate training and preparation — have become critical
HRM activities in MNCs. Caligiuri and Tarique (2006: 302) assert that:

Given the criticality of their roles and the associated challenges of living and
working in another country, maximising the cross-national effectiveness of
international assignees has become an increasingly important function for

researchers and human resources (HR) practitioners alike.

Expatriates themselves are very positive about the value of training programmes
(Harris and Brewster 1999; GMAC 2005). In the past, evidence has been provided
that European and Japanese firms tend to use pre-departure training programmes
more often than US MNCs (Torbiérn 1982;Tung 1982). Compared to US MNCs,
European companies have a longer history of moving managers around the world

(Hamill 1989) and this may explain that finding to some extent.
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Cross-cultural training has long been advocated as a means of facilitating
effective cross-cultural interactions (Brislin 1986), yet in practice there still seems
to be a gap between the training provided even by European MNCs and the per-
ceived needs of expatriates for training and preparation before, during and after an
assignment (for example, Stahl et al. 2002). Today, many MNCs prepare their
expatriates for assignments (GMAC 2005), but these practices are by no means
common in all organizations (Harris and Brewster 1999). Other forms of prepa-
ration — briefing, shadowing, learning by doing, self-study — are more frequent
than formal training programmes (Mayrhofer and Scullion 2002) and may be more
cost effective.

Models of training and development for expatriate managers, developed over
the last three decades, consider the task, the individual and the environment before
deciding the depth of training required (Tung 1981; Rahim 1983). Tung’s (1981)
framework for selecting cross-cultural training methods identified two main

dimensions:

1 the degree of interaction required in the host culture
2 the similarity between the expatriate’s home culture and the host culture.

Mendenhall and Oddou (1986) developed this framework by grouping training
methods according to their level of rigour and by discussing the duration of time
for each type of training programme corresponding to the degree of interaction

and culture similarity. This framework consisted of three levels:

information-giving approaches (e.g. factual briefing and awareness training)
2 affective approaches (e.g. culture assimilator training, critical incidents and
role plays)
3 immersion approaches (e.g. assessment centres, field experience and

simulations).

Black and Mendenhall (1991) further refined those frameworks by using
Bandura’s Social Learning Theory to make assumptions explicit about why cross-
cultural training is effective and about which training method is appropriate for
which situation.

Mendenhall et al. (1995) make the point that while these models are well
known among academics, to date few human resource directors use them when
selecting and designing cross-cultural training programmes for their companies.
They argue that the design of such training programmes is still done informally,
with little regard to findings in the research literature.

Numerous training programmes have been developed to help expatriates
operate more quickly and more effectively in the new country. Many of these have

been drawn up by experienced expatriates who have moved into management

112



FRAMEWORK FOR EXPATRIATE PREPARATION AND TRAINING

development and training roles or by consultancies or colleges drawing on the
same base of experienced expatriates. In many cases their experience will have
been gained at a time when the pressures on cost reduction and performance were
much lower. As a result the programmes are usually strong on what might be
termed the cultural hygiene factors — ensuring, usually anecdotally, that the poten-
tial expatriate does not make immediately embarrassing or insensitive cultural
mistakes and that they can handle the issues raised by living in the country. They
are rarely focused on resolving business problems. These programmes tend to take
as models the picture of middle-aged, confident, male professionals moving from
a developed Christian country to a less developed area with noticeably different
religions and social customs such as Africa or the Middle East (Pickard and
Brewster 1992).

DISAGGREGATING THE POPULATION

The requirement and opportunities for preparation will vary considerably and the
expatriate community needs to be disaggregated in order to identify appropriate
training and preparation. Some basic issues will have a considerable effect on the
requirement for preparation. Thus, the job that the person undertakes will have a
considerable impact: if it is a senior management job or a sales job, understanding
governmental and institutional arrangements and interacting with locals may be
crucial, i.e. preparation for this will be needed. If the job is very technical and
involves little interaction, less of that kind of preparation will be required. If the
country the expatriate is going to is familiar (from holidays, for example) or is near
home, there will be a different requirement than if the country were far away and
very different in terms of culture, religion, customs, etc. Whether the expatriate
is accompanied by their family will have an effect. Similarly, how the expatriate
will live (in a ‘compound’ with other expatriates, in a big multicultural city or ‘up-
country’) will have an impact on the required type of preparation (Pickard and
Brewster 1992). The expatriates’ background (ethnicity, education and experi-
ence) will be considerations. And so will their language skills (see Figure 6.1).
Opportunities for preparation will also have an effect. The evidence is that about
half of the European MNCs in one study (Mayrhofer and Scullion 2002) generally
managed to give their expatriates less than 3 wecks between the decision to expa-
triate and departure; figures ranged from a minimum of immediate start (O days)
to a maximum of 120 days, with the expatriates receiving on average 12 days to
prepare themselves for the assignment. This means that the time available for
preparation was very limited — particularly in view of the pressures of completing
current work, making family, home and other arrangements and organizing the
move itself. An earlier survey of Finnish expatriates (Suutari and Brewster 1998)

found that they had more time — 3% months on average. Instructively, this earlier
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BACKGROUND CHANGES

1 HOST LOCATION

* Between First World countries
(business organizations)

* From First to Third World
countries (aid/charity workers,
NGOs)

2 DEMOGRAPHY

* More female expatriates

* More dual-career couples
* Higher levels of education

CONTEXT

* Type of organization (private
sector/public/not-for-profit,
etc.)

* Industry sector

* Function

* Nature of the firm (multi-
domestic/integrated;
subsidiary/joint venture, etc.)

REQUIREMENT FOR
PREPARATION

* Nature of job
(technical/managerial)

* Degree of interaction (senior
management/trainee)

* Objective of assignment (e.g.
technical, developmental)

* Type of assignment (e.g.
short term, frequent flyers)

 Expatriate individual variables
(profile, personality,

experience, etc.)
3 EXPATRIATE
CHARACTERISTICS

* Gender

« International experience
* Language skills

* Family situation

A
PREPARATION REQUIRED

* Type of preparation (formal/informal)

* Form of preparation (briefing/
classroom/immersion, etc.)

* Length of preparation (hours/days/weeks)

* Timing of preparation (days/weeks/month before
assignment or during)

Figure 6.1 Disaggregating the population.

survey found a clear statistical correlation between those expatriates who had a
short time to make the move and those who were dissatisfied with their preparation.

The world of the expatriate is changing rapidly in at least two significant areas.
First, there are important changes in host location. It is necessary, here again, to
disaggregate the expatriate population. While it appears that among MNCs expa-
triation is increasingly between wealthy First World countries, in recent years
there has been a commensurate growth in expatriation from the rich First World
to the poor Third World among aid and charity workers and people working for
international intergovernmental organizations. Even here, the pressures for per-
formance are increasing: the new United Nations Task Group on efficiency within
the organization is a clear, but by no means the only, example (see Chapter 14).

Equally, changes in the demographic profile (younger, more women — see
Chapter 13), dual-career couples and higher levels of education of expatriates will
affect traditional patterns of expatriation and will create demands for a clearer
focus on the assignment as part of career progression and a means of developing
broader senior management capabilities. Expatriates may, in the future, demand
explicit guarantees about their subsequent careers.

While some personality characteristics of successtul domestic and international
managers have been suggested to be universal (for example, Phillips 1993;
Trompenaars 1993) and are not susceptible to training, many researchers propose
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that particular skills that can be developed are needed for success in cross-cultural
encounters (for example, Mendenhall and Oddou 1985; Kealey and Protheroe
1996; see also Lievens et al. 2003). The reasons are that successful development of
international business demands a higher level of skills and qualities than for man-
aging in a domestic market and that managers working overseas will be involved
in a wider range of activities, roles and responsibilities than those required in the
home market. The international manager needs additional skills to reconcile the
cultural problems created by the international environment. Possessing an aware-
ness of the difficulties is not enough in this situation.

In these circumstances the need for pre-departure preparation has become cru-
cial for MNCs to save their ‘investments’ in expatriate managers by reintegrating
them successfully into the host country or to a new assignment. Preparation is not
the same as training, Indeed, it may be that some of the alternatives are more expe-
dient and more cost effective. They include a variety of different approaches. We
adapt a broad notion of preparation and include the period before and during an
expatriate’s sojourn. First, however, we discuss different training and preparation

scenarios and their effectiveness.

EFFECTIVENESS OF CROSS-CULTURAL TRAINING

The objectives of cross-cultural training are to facilitate, first, expatriates’ effective
interactions across different cultures, second, their adjustment to cultural and
work environments and, third, high-quality job performance. Depending on the
type of assignment, building social networks in the host country can also be of
importance (see Harris and Dickmann 2005). Learning objectives for formal
training programmes have often been categorized into cognitive, affective and
behavioural dimensions (see Gertsen 1990).

This is based on two assumptions (see Kealey and Protheroe 1996):

1 Expatriates need to be provided with knowledge about the host culture, that
they need to learn how to make cultural attributions, how to cope with neg-
ative emotions that could result from stressful experiences in an unfamiliar
cultural context, and how to exhibit new behaviours that are problem-solv-
ing oriented, appropriate and accepted in the host culture.

2 Cross-cultural training can provide expatriates with the qualities and skills
desired such as intercultural sensitivity or communication skills (for a review

on these qualities and skills see Hannigan 1990).

While the first assumption has been confirmed repeatedly as indicated in the
carlier sections of this chapter, the latter has initiated an ongoing debate about
whether and which cross-cultural training methods lead to the outcomes desired
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(see the previous mention of cultural intelligence). The choice of learning objec-
tives needs to be tailored to individual training needs and to organizational
demands, which influences also the choice of adequate training methods or prepa-
ration scenarios.

Traditionally, various formal training methods have been suggested for prepar-
ing expatriates for an assignment (for reviews see Fowler and Gudykunst 2004;
Blohm et al. 1996). These include lectures, written materials (e.g. books), videos
or films, case studies, cultural assimilators or critical incidents, role playing, cul-
ture contact simulation games, video analysis, and intercultural exercises (individ-
ual or group). Available training methods have been categorized according to their
main training approach (didactic, experiential or mixed) and main focus (culture
general, culture specific or mixed) (Gertsen 1990). The training methods men-
tioned are neither equally efficient nor equally effective with regard to expatriate
adjustment and performance.

A number of largely US-dominated and quantitative studies have focused on
evaluating the effectiveness of cross-cultural training. The results have been
compared and summarized in reviews (Black and Mendenhall 1990; Bhagat and
Prien 1996; Kealey and Protheroe 1996; Bhawuk and Brislin 2000; Ehnert
2004; Mendenhall et al. 2004) and meta-analyses (Deshpande and Viswesvaran
1992; Morris and Robie 2001). The impact of cross-cultural training in these
reviews is considered from being very strong and positive (for example,
Deshpande and Viswesvaran 1992) to just slightly positive (Kealey and
Protheroe 1996; Morris and Robie 2001; Mendenhall et al. 2004). In these
reviews, attention to European research on expatriate training and effectiveness
is limited (for exceptions see Mendenhall et al. 2004). Each of the reviews has
looked at cross-cultural training effectiveness from a different perspective
(Mendenhall et al. 2004), and not all reviews have differentiated between
different training methods.

Black and Mendenhall (1990) compared the effects of cross-cultural training on
the dependent variables of adjustment, performance and development of cross-
cultural skills on three dimensions, i.e. the self, relationship and perceptual dimen-
sion. As the authors found primarily positive results on all three dependent
variables in the studies reviewed they proposed ‘that cross-cultural training has a
positive impact on cross-cultural effectiveness’ (Black and Mendenhall 1990: 120).
In their meta-analysis, Deshpande and Viswesvaran (1992) reviewed nearly the
same set of studies evaluating cross-cultural training for the ‘real effects’ on the
development of cross-cultural skills, adjustment and performance. They come to
the conclusion that cross-cultural training is effective but point out the limitation
that a large number of studies were conducted with student and military training
participants and not with expatriate managers. This is one of the shortcomings of
studies evaluating cross-cultural training, raising doubts concerning the generaliz-

ability of the results.
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More criticism on methodological shortcomings in the research on evaluating
cross-cultural training has been mentioned in the reviews of Bhagat and Prien
(1996), Kealey and Protheroe (1996) and Mendenhall et al. (2004). Kealey and
Protheroe (1996) point out that previous reviews have compared the impact of dif-
ferent cross-cultural training methods without differentiating between categories
such as informational, area studies and culture awareness training. These authors
also assert that the methodological quality of the evaluation studies of cross-
cultural training is insufficient and they suggest criteria for improving experimen-
tal studies that aim at examining the short- and long-term impact of cross-cultural
training on the performance of expatriate managers: control groups, pre/post-
tests of dependent variables, randomization of training and control groups, meas-

urement of on-the-job performance, etc. (Kealey and Protheroe 1996).

LANGUAGE TRAINING

Learning a new language requires the expatriate’s willingness and ability to ded-
icate time and resources to the training. Operating in any kind of managerial
capacity where one does not know the language is definitely not impossible —
there are many examples of successful managers who never learn the language
of the country in which they operate. This is particularly the case in recent
years when many Europecan MNCs based in what might be termed ‘non-
English-speaking’ countries, such as Germany, Spain and Portugal, have adopted
English as the company’s language of business. Despite this, those who learn even
a basic level of language skills find the benefits to be significant and those who
become fluent have an additional skill that will not only make them more effec-
tive in their role in the host country but will last them for the rest of their career.
Apart from straightforward issues of communication and understanding, language
learning shows a willingness to adapt that is appreciated by local employees and
customers and provides a degree of confidence when ‘side conversations’ in the
local language take place during meetings.

Language training can be provided before or during an assignment by formal
training programmes or interactive self-learning tools on CD-ROM (Mendenhall
and Stahl 2000). The benefits of language training seem to be clearer and less
equivocal than general cross-cultural training, but the costs in terms of money and
particularly time are considerable.

Formal training has come under attack in recent years for being expensive and
not very cost efficient. Questions have been raised about whether the learning is
really internalized, whether the learning is easily transferred into practice and
whether it is appropriate for expatriates with limited time, in different circum-
stances and with different learning styles, to meet together for this form of class-
room-based training (see also Earley and Peterson 2004). In conclusion, here, it
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seems that even in cross-cultural research the complexities involved in these
formal learning processes are sometimes underestimated: the difficulty of learning
and sensemaking for someone exposed to a new culture may be much greater than
has sometimes been assumed in cross-cultural comparative research, which usually
operates by overly simplifying cultures to bipolar dimensions (see Osland and Bird
2000; Earley and Peterson 2004). In fact, of course, cultures are complex amal-
gams of multidimensional variation and as such difficult to encompass in formal
training programmes in ways that are likely to match the experiences of interna-

tional transferees.

Alternatives to formal training programmes

Formal training programmes can be particularly useful before going abroad but
alternative problem-solving oriented and individual solutions have been suggested
for both before and during the period the expatriate spends in the country.
Mendenhall and Stahl (2000) have been among those scholars identifying the need
for ‘in-country, real-time training’ arguing that expatriate pre-departure training
is not enough and that cross-cultural training might be more effective when pro-
vided in the host country at an early stage of an assignment. While the authors also
propose the use of formal training programmes for this real-time training, they
admit that an important limitation of this approach remains; every expatriate gets
the same training although individual needs and urgencies might differ substan-
tially (see also Earley and Peterson 2004).

Expatriate managers need immediate answers to questions that arise from con-
fusing cross-cultural encounters, so that problems do not fester and launch wide-
spread negative ripple effects in relationships with employees, clients, government
officials, customers or suppliers (Mendenhall and Stahl 2000: 254). More flexible
solutions are needed to provide individuals with answers in critical intercultural
situations and to generate problem-oriented solutions. These alternatives to formal
training programmes include, for example, informal briefings, look-see visits,

overlaps, shadowing, cultural coaching and mentoring,

INFORMAL BRIEFINGS

Brewster (1995a) found that two-thirds of European organizations use informal
briefings for expatriates. Arguably, the chance to meet and discuss the host coun-
try with people who know it well, perhaps other employees of the company who
are from that country or who have just returned from there, is among the cheap-
est and best forms of preparation. If the whole family is involved this can be par-
ticularly useful. These briefings can be arranged easily, fit in with the hectic
schedules of the ‘soon to move’ and can provide the sort of information and even
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contacts not available elsewhere. Many expatriates make their own arrangements
of this sort. Properly managed they can be even more valuable. It is easy for the
putative expatriate to meet with one or two people who have limited knowledge
and miss some important aspects of living and working in the host country or to
meet with individuals who may have an unwarrantedly prejudiced and jaundiced
view of the country — or an impossibly romantic one. Careful selection of the
briefers, so that they provide a rounded and comprehensive view, makes the

process more effective.

LOOK-SEE VISITS

Some companies provide look-see visits. The costs here are obviously higher, par-
ticularly if, as one might hope, the family was included. However, the payoff can
be substantial. Increasing numbers of the larger MNCs seem to be using this
approach (two-thirds in a survey of Finnish MNCs; Suutari and Brewster 1998). It
is obviously a good way for the expatriate or the family to prepare. They arrive in
the country knowing something about it; having had some, however limited, expe-
rience of living there; knowing the work environment; and having made contacts
both at work and in the community that can be activated when they make the
transfer. Some MNCs have found, however, that such visits need to be carefully
managed. They are to a degree unreal. On look-see visits the expatriates and their
families will meet important people and be on their best behaviour; they will stay
in the best hotels and ecat at the best restaurants — their image of the country may

take a hard knock when thcy arrive ‘for real’.

OVERLAPS

Handovers from one expatriate to another are common and in some organizations
are extended to ensure an overlap, particularly for managers. This has the signifi-
cant advantages of allowing one to brief the other, to introduce them to key clients,
government officers and so on and to ‘show them the ropes’ in the working envi-
ronment. However, such overlaps are expensive, difficult to organize and can lead

the local staff to be unclear about who is actually in Charge.

SHADOWING

In some cases, particularly where the expatriates have been working in head office,
it is possible for them to ‘shadow’ the country concerned — being responsible for
the reports, communications with and results of the country concerned. They may
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visit the country, meet with members of the staff there when they visit HQ and
generally get a good feel for the country’s issues, concerns and performance, at

least as far as the MNC is concerned.

COMPUTER-BASED TRAINING (SELF-/E-LEARNING)

Recent years have seen a growth in computer-based training and development pro-
grammes. Apart from the commercially available options, some companies have
been putting their own programmes on to the company intranet for expatriates (or
even those who would like to be expatriates) to access in their own time. Since
expatriates, particularly those without a family with them, are known to spend
long hours on work-related matters, this makes a lot of sense. The flexibility of
these systems too, with learners able to explore specific issues as they arise, is con-
siderably greater than many other forms of development — and the costs, once
established, are considerably lower (Mendenhall and Stahl 2000). The drawbacks
of e-learning are that the expatriate is isolated in his learning experience, while
cultures are better learned in an experiential way and in direct contact with

host—country nationals.

CULTURAL COACHING

The growth of e-learning in recent years is part of a wider trend for expatriates to
undertake self-directed 1carning. This includes development on-the-job and work-
based learning in the host country. This has become increasingly popular as this
form of support allows the tailoring of development to individual needs (for exam-
ples, see Bolten 2005; Harris and Dickmann 2005). Cultural coaching provides the
expatriate with advice from external personal consultants or advisers (Mendenhall
and Stahl 2000). In the host country, expatriate managers might find themselves
confronted with behaviours and conflicts they do not understand and which their
previous learned scripts do not help them to understand. Having a coach familiar
with the new culture can be of significant help.

The objectives of cultural coaching are to assist the expatriate managers to iden-
tify the dilemmas they are facing, to help assess the expatriate’s job and private sit-
uation, to provide confidential space for reflective and individualized learning
processes and to show different possible avenues for problem-oriented action
(Mendenhall and Stahl 2000; Barmeyer 2002). Follow-up coaching can be sup-
ported with e-coaching, i.e. support by e-mail and telephone and e-learning
(Bolten 2005). Cultural coaches can support expatriates’ sensemaking processes,
allowing them a better understanding of unfamiliar cultural situations and making

it easier to acquire additional knowledge and skills.
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While empirical evidence for the effectiveness of cultural coaching remains
anecdotal (for example, Mendenhall and Stahl 2000; Barmeyer 2002), it seems
that this is a promising instrument for developing highly qualified international
managers and global leaders (Mendenhall and Stahl 2000; see also Evans et al.
2002). However, the availability of suitable cultural coaches is a major concern
(Bolten 2005) and the service can involve high costs. A more cost-effective possi-
bility might be the use of cultural mentors.

CULTURAL MENTORING

For expatriate managers, mentoring relationships are of great importance as men-
toring can facilitate adjustment during and reintegration after an assignment.
Feldman and Bolino (1999) found that ‘on-site’ mentoring was positively associ-
ated with expatriate socialization. However, this instrument is rarely used by
European MNC:s. In a study by Mayrhofer and Scullion (2002), about one-quarter
of the respondents (23%) had a mentor providing them with support, but those
expatriates rated the assistance as the most helpful support instrument provided to
them. Mentors can provide their protégés with task-related assistance, social sup-
port, career advice and can act as role models (see Feldman and Bolino 1999).
Ideally, mentors will have been faced with the same challenges as their protéges.
Potential mentors could be senior managers of the organization, trained host-
country managers or returning expatriates — a much under-utilized resource
(Mendenhall and Stahl 2000). Secing that problem-focused expatriate coping
strategies have a positive impact on their cultural adjustment (Stahl and Caligiuri
2005), it seems to be important that this knowledge and experience is transferred
from repatriates to future expatriates. Some scholars see a similarity between
formal post-arrival cross-cultural training and cultural mentoring, since the advan-
tage of both is a more problem-oriented approach to expatriate preparation
(Mendenhall and Stahl 2000; Selmer 2001).

PRE-RETURN PREPARATION

Pre-repatriation preparation is just begining to grow in popularity (see Chapter 9;
Kithlmann and Stahl 1995; Linehan and Scullion 2002; Suutari and Brewster
2003). As is pointed out in Chapter 9, repatriation is increasingly being viewed less
as the end of an assignment and more as a stage in a career. In that light, and in
view of the loss of experience, expertise and global thinking that occurs with the
loss of employees after repatriation, organizations are becoming more aware of the
need to manage repatriation effectively: and that includes a significant element of
preparation before and training after return (Black et al. 1999).
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AN INTEGRATIVE FRAMEWORK

The literature proposes viewing expatriate selection, training and preparation from an
integrative perspective in order to enhance the cost effectiveness of international
assignments and the success of training efforts (Caligiuri 2000b; Caligiuri et al. 2001;
Lievens et al. 2003). Harris and Brewster (1999) suggested an integrative framework
for expatriate selection and preparation. This framework includes the selection of
expatriates according to job and individual variables such as family considerations.

The proposal is to use the framework (see Figure 6.2) during the selection process
in order to make a full assessment of the individual’s current level of competence in
the areas of international adjustment. MNCs might also be able to attempt to ascer-
tain the level of learning obtained from previous assignments. Leading on from this
assessment, an evaluation of preparation needs can be developed for the expatriate
and partner/family and a suitable preparation scenario produced.

Diffcring dcgrccs of cross-cultural training will need to be provided dcpcnding
on the extent to which each of these variables is present in the expatriate assignment.

We should conclude this chapter by returning to the challenge with which we
started: the tension in the management of expatriates between efficient practices
(which argues for reducing costs) and the requirement for high-quality talent
development (which implies serious investment). The tension will remain but is
perhaps partly resolved by the notion of cost-effective HRM practices. Mendenhall

ORGANIZATIONAL
VARIABLES

* Job variables (nature of
job, degree of interaction
with host nationals,
objective of assignment (e.g.
technical, developmental) [
* Type of assignment (e.g.

short term, frequent flyers) OUTPUT
* Organizational support
(at HQ, in host-country, EVALUATION
pre-return preparation) EXPATRIATE 1 EXPATRIATE
INDIVIDUAL PREPARATION ADJUSTMENT
VARIABLES » Work adjustment
EXPATRIATE  Evaluation of * Interaction adjustment
« Expatriate profile (career SELECTION individual and family * General adjustment
iecti i tion needs
objectives, education level) prepara
« Personality * Regular assessment * Choice of most N 2 EXPATRIATE
characteristics ™ of existing level of > effective and efficient PERFORMANCE
« Language skills competence preparation scenario « Job performance
- ; 3 i * Realistic cultural
« Prior experience abroad * Self-selection !
* Gender * Realistic job preview preview ) (3) EXPATRIATE
« Partner considerations * Cultural mentoring, PREPARATION
(dual-career couples) coaching . ASSESSMENT
 Pre-return preparation « Efficiency
CONTEXTUAL « Effectiveness (e.g. goal
VARIABLES achievement, contribution
to talent pool)
« Length of assignment B |

* Cultural difference
 Social/family support

Figure 6.2 An integrative framework for expatriate performance.
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and Stahl (2000) have made the point that maximum learning for expatriates might
occur if they are plunged into their new environment without any preparation or
support: but this is a risky way to ensure such learning and few organizations are
ready to take such chances. The importance of satisfactory completion of the work
comes before the assumed advantages of significant learning.

The importance of organizational and contextual factors for successful assign-
ments has been underestimated in practice and research (Aycan 1997). However,
in the case of expatriates there seems to be a growing body of evidence that prepa-
ration reduces the time it takes for expatriates to become effective. Preparation
does not need to be — indeed perhaps is better not — formal training programmes:
there are many other cheaper and more effective options, including mentoring. If
formal training programmes are chosen these should be customized. Ongoing,
post-arrival support and training may be particularly beneficial (see Selmer 2001).
The focus in expatriate preparation should be on supporting the expatriate in
making sense of the new cultural situation and on supporting the development of

individual coping and problem-solving strategies (see Stahl and Caligiuri 2005).

Case study 6.1
Educating Alex?

Alex Nichols has just found out that his company is sending him from the head-
quarters operation in Scotland to the new subsidiary in St Petersburg for around
3 years. Despite his natural caution, Alex is quite keen on the idea: as an expatri-
ate he will get paid considerably more than he is being paid now; as a single man,
now is a good time to be taking such a step; and his career after the assignment
should be enhanced. He has never been to Russia but he has seen pictures of St
Petersburg and it looks a wonderful place. Alex has always been one of those
people who prepared meticulously for each new job and he thinks that this recog-
nition of his skills is a reward for that — and he intends to use the month or so
that he has before going to Russia to wind up his current project, organize his
affairs at home and prepare for his time in Russia. He has come to you as the
company’s HRM specialist to advise him on how he can prepare.

Questions
1 What does Alex need to be made aware of before he goes?
2 What would you suggest Alex does to prepare himself, in the
circumstances?
3 What help do you think the company should be ready to give him?
How would you, in the time available, arrange a valuable and cost-

effective preparation programme for Alex?
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CONCLUSION

Overall, the evidence is that preparation and training for international assignments is
effective in decreasing time to proficiency in the new assignment, in helping expatri-
ates and their families adjust to their new lives and that employees feel that it is ben-
eficial. By contrast, most international assignees still go to another country with little
or no preparation at all. The reasons are probably a rather messy combination of a
lack of understanding of the value of such preparation, a shortage of time between
the appointment and the transfer to the foreign country, rather than the cost of the
preparation, which is usually cheap compared to the importance of the assignment.

It is clear that, where preparation is undertaken, it is variable in nature. There
is an extensive range of options available and all of them are used in some settings.
This is in one way as it should be: there is a huge range of circumstances, countries
and people involved and it is inappropriate to assume that ‘one size will fit all’. By
the same token, there is little evidence that the variety is a response to the variety
of circumstances: rather it seems that different organizations tend to adopt partic-
ular patterns (with some always sending people to places like Farnham Castle that
run such programmes while others rely on look-see visits, etc.). The implication
of the research findings to date is that expatriate preparation would be significantly

improved with careful evaluation of the needs and the options.

KEY LEARNING POINTS

® Recent developments in expatriation and in international business have
given rise to an increased importance for effective expatriate preparation in
order to ensure adjustment and performance.

®  Expatriate adjustment and performance is influenced by various individual,
contextual and organizational factors.

®  As these factors mutually influence each other we propose an integrative view
on expatriate preparation which includes expatriate selection, pre-return
preparation and evaluation of expatriate adjustment and performance.

® The choice of the ‘right’ form of expatriate preparation should be tailored
according to an expatriate’s individual needs in the context of organiza-

tional, cultural and social requirements.
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Chapter 7

Expatriate adjustment

A more nuanced view

Arno Haslberger

CHAPTER OBJECTIVES

By the end of this chapter, readers will have:

= an understanding of the issues pertinent to adjustment success and failure

® an appreciation of the factors that shape ‘culture shock’

® insights into the process of adjustment of individuals to foreign environ-
ments and overseas work contexts

" sensitivity to cross- and spillover effects in the adjustment of international
assignees and their families in various domains

® information on changes to expatriates’ identity triggered by experiences
abroad

® an understanding of support activities given by organizations to facilitate

expatriate adjustmcnt

INTRODUCTION

For people hired from overseas, the single largest reason for failure is the inabil-
ity of their families, particularly non-working ‘trailing partners’, to adjust to
living conditions, says Mr Everhart [a senior partner at Korn/Ferry]. This is
especially true for companies that have built operations in rural areas of China,
far from big cities.

(Economist 21 September 2006)

67% of respondents reported that family concerns were the dominant cause of
carly return from an assignment, and spouse/partner dissatisfaction was cited
as the top reason for assignment failure.

(GMAC Global Relocation Services 2006)
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From these quotes it seems that the most important issues in expatriate adjust-
ment concern avoiding ‘failure’ by focusing on families. But what is ‘failure’ to
adjust? Is it only premature return or is it also poor performance of the expatriate,
long bouts of homesickness, a dangerous increase in the consumption of alcohol or
perhaps the inability to communicate in the local language even after several years
in the foreign country?

A focus on ‘failure’ — however defined — puts the spotlight on a small minority
of expatriate employees. In the past, high failure rates were assumed. But a care-
ful study of the adjustment literature has demonstrated high failure rates to be a
myth stemming from poor referencing practice (Harzing 1995).

Family problems often come first in lists of adjustment issues generated from
surveys of managers and HR professionals. There are several possible reasons
for this:

Families actually have the most difficult time adjusting.

2 Families are most likely to press for an early return.

3 Blaming families allows the most significant players in the expatriation to
save face.

Looking briefly at the last reason, if the family takes the blame, the likely
damage to the expatriate’s career is minimized. The manager of the expatriate and
the human resources department come out fine — the expatriate family is not their
(prime) responsibility. And finally, the managers who selected the expatriate did
not choose an unsuitable candidate. In reality, therefore, a variable mix of the three
reasons is likely to be responsible for the prominent role of families in accounting
for adjustment problems.

A different approach is needed. An exclusive focus on avoiding failure creates a
poor mindset in the search for what influences expatriate adjustment. This chapter
tries to give a more balanced view, taking into account the tremendous potential
for learning and growth that comes with a foreign posting. As in any change of
circumstances, and an international assignment is a big one, there will be driving
factors easing adjustment and restraining factors that provide challenges to be
overcome. Trying to avoid failure focuses our attention on minimizing the restrain-
ing forces and forgets about the potential in building and reinforcing drivers. The
juxtaposition in the quotes of the expatriate on the one side and family on the
other can be equally misleading because it mixes levels of analysis. This chapter
deals with adjustment first on the level of the individual, be it the expatriate, the
accompanying partner or a child and then looks at adjustment at an aggregate
level, by taking the family as a system. Adjustment of an expatriate family is not
the sum of the adjustment outcomes of each individual family member; rather it is
the result of a dynamic interplay of the family members in their attempt to adjust

to the new environment.
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WHAT IS ADJUSTMENT?

Any change in a person’s life brings with it a requirement to adjust — whether it is
entering university, joining the labour force or changing jobs, moving in with a
partner, having a child or retiring. Change is principally a positive force in life; it
provides stimulation. Too little or too much change, though, can constitute a prob-
lem. The former creates under-stimulation and boredom; the latter leads to over-
load and inability to cope. Adjustment is the outcome of a learning process that
enables the individual to be more effective and content in new circumstances. For
Gerrig and Zimbardo (2002), learning has three constitutive elements. First, it is
a change in behaviour or behavioural tendencies. Second, that change is relatively
consistent over time. Finally, it is based on experience, i.e. experiences stored in
memory influence the reaction to stimuli. Expatriate adjustment, therefore, is a
lasting change in behaviour or behavioural tendencies that originates in relevant
past experiences and enables the expatriate to be more effective in the new envi-
ronment. Adjustment has three components: first, it involves behaviour or behav-
ioural tendencies; second, it involves information processing and memory, i.e.
cognitions; and third, it involves emotions. Roth (1996), a neurobiologist, calls
emotions ‘concentrated experiences’. Emotions, therefore, form part of learning
and adjustment.

The term ‘adjustment’ is most commonly used to describe expatriates. A simi-
lar term that is sometimes used interchangeably in this context is ‘adaptation’.
Adjustment involves the learning of a new culture, i.e. ‘acculturation’. Individuals
first learn their native culture when they grow up. This includes learning lan-
guage(s), values, norms and assumptions. In order to be effective in a new culture,
the expatriate has to learn some of the specifics of the local culture. Adjustment
also includes learning the rules necessary for successful interaction with people,
i.e. “socialization’. Every social entity has particular rules that govern interactions
within its boundaries. A new employee undergoes a process of organizational
socialization. As an expatriate joins the office and other organizations abroad, he or
she must follow relevant rules or suffer ineffectiveness or isolation. The expecta-
tion is that highly adjusted expatriate employees perform well at work (Bhaskar-
Shrinivas et al. 2005). Yet some experts find that the relationship is weak and
sometimes non-existent (Thomas and Lazarova 2006). Empirical research on the
link between adjustment and performance is scant and the relationship moderated
by other variables such as job satisfaction, organizational commitment and strain
(Hechanova et al. 2003). Much depends on the conceptualization of both adjust-
ment and performance and their facets. Kraimer et al. (2001), for example, found
that work adjustment influenced task performance while interaction adjustment
influenced contextual performance, i.e. the cross-cultural aspects of the expatri-
ate’s job. The definition of ‘good performance’, finally, varies with the purpose of

the assignment. If the purpose is corporate control, good performance may
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require a certain distance from the local operation. Hence, the optimal level of
adjustment may be different from and lower than in an assignment where the goal
is knowledge transfer or selling to the local market.

When, then, is an expatriate adjusted? Adjustment has an internal and an
external component. On the internal side, expatriates may regard themselves
adjusted if they experience a satisfactory level of effectiveness in dealings in
their new environment (behaviour), are sufficiently clear about the various
aspects of the new culture (cognitions) and feel neither overly stressed nor a
preponderance of negative emotions. From an external perspective, an expatri—
ate may be regarded as adjusted if the external world, by and large, perceives
him or her as adjusted. Different segments of the expatriate’s social environ-
ment may come to different conclusions: other foreigners may regard the expa-
triate as adjusted in comparison to themselves or the expatriate community as
a whole, while members of the local culture may regard the same individual as
still lacking. The expatriate’s family may have yet another take on its member’s
state of adjustment. To call someone adjusted presumes a criterion against
which the expatriate’s level of adjustment is measured. The level of behavioural
effectiveness, knowledge of the host culture and emotional well-being expected
naturally varies among observers and among expatriates themselves, too. On a
more abstract level, is the expatriate supposed to assimilate the new culture,
integrate home and host cultures or is happy segregation in the environmental
bubble of an expatriate community enough (Brewster and Pickard 1994; Berry
1997; Ward et al. 2001)? Finally, an expatriate may have differing levels of
adjustment to different life domains (Navas et al. 2005): the expatriate as
employee may be well adjusted to the new work environment, but not quite as
well adjusted in various aspects of private life such as social contacts with neigh-
bours and in the local community or shopping for goods and services. The def-
inition of an adjusted expatriate can take many different forms, depending on
the aspects one wants to stress. For expatriate employees, an appropriate defi-
nition might be as follows. Expatriates shall be called adjusted if they are sub-
jectively and in the view of significant local (in the case of expatriate employees,
work-related) contacts effective in dealings in the new location, perceive them-
selves as adequately knowledgeable about the local culture and feel neutral or
positive emotions overall.

Much of the research on expatriate employees over the last decade and a half
has followed one particular conceptualization of expatriate adjustment. This
conceptualization distinguishes three facets of adjustment: interaction, general
and work adjustment (Black 1988; Black and Stephens 1989). Interaction adjust-
ment refers to speaking, interacting and socializing with host nationals in- and out-
side work. General adjustment includes living conditions in general, housing
conditions, food, shopping, cost of living, entertainment and recreation

and healthcare facilities. Work adjustment, finally, denotes performance standards
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and expectations, specific job responsibilities and supervisory responsibilities.
These three facets of adjustment formed the core around which Black et al. (1991)
developed their model of international adjustment. The model was very suc-
cessful and triggered numerous studies that used it as the theoretical under-
pinning. A 2003 meta-analytic review of 42 studies was based on the three-facet
conceptualization of adjustment (Hechanova et al. 2003). In 2005 a meta-analytic
review of 66 studies found support for the Black et al. model and suggested
some extensions to incorporate the newest findings in expatriate research
(Bhaskar-Shrinivas et al. 2005). With such strong empirical support, what is the
catch?

The three facets of interaction, general and work adjustment were originally
found in a two-country study based on 67 responses (Black 1988). The original
questionnaire contained 11 items that were developed specifically to measure
the three hypothesized facets. The three facets were hypothesized without a
strong recourse to prior research and theory. A larger scale study of 220 expa-
triates rephrased parts of the original questionnaire and expanded it by three
questions (Black and Stephens 1989). The resulting 14-item questionnaire has
been used more or less unaltered in studies since. But this instrument for the
measurement of expatriate adjustment has three weaknesses (cf. Thomas and
Lazarova 2006):

1 Itis not rooted in theory; rather it is the outcome of an attempt to measure
three loosely defined, and overlapping, facets of adjustment.

2 It may as a result systematically exclude facets of adjustment.

3 It measures adjustment as one-dimensional along a scale of unadjusted to
adjusted. As the following discussion will show, this combines discrete

dimensions of adjustment.

Therefore, while the three facets have appeared consistently in many studies,
the shortcomings of the instrument that produces them make it unlikely that they
capture expatriate adjustment correctly or in its entirety.

Another conceptualization of expatriate adjustment distinguishes psychologi-
cal and socio-cultural adjustment (Searle and Ward 1990; Ward and Kennedy
1999). Psychological adjustment denotes an expatriate’s emotional well-being
and experiences of stress. Socio-cultural adjustment of expatriates refers to the
behavioural dimension, indicating the learning of effective social skills. More
recently, Ward et al. (2001) have added a cognitive dimension by looking at social
identity in cross-cultural contact. This model of adjustment outcomes is theoret-
ically sounder than the one previously described (Thomas and Lazarova 2006). It
has exerted little influence on the field, although it dates from the early 1990s like
the other model.
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TO WHAT DO WE NEED TO ADJUST?

Any transition or move requires a person to adjust to some extent. The more dif-
ferent the new environment is, the bigger the need for adjustment. Even domes-
tic moves from one end of the country to the other or from the inner city to a near
rural suburb change a person’s routines and demand some learning. An interna-
tional move brings with it additional challenges and opportunities to learn. These
include such aspects as a different: language and culture, public administration
setup or business practices and markets. In essence, the environment sets the type
and difficulty of demands to which an individual must adjust. For analytical pur-
poses, it is helpful to distinguish the immediate or micro-environment from the
society at large or the macro-environment. While the two are linked and influence
each other, the expatriate’s experience of the two differs. The macro-environment
is a given and is not open to influence by the expatriate. Elements of micro-
environments, contrariwise, are somewhat malleable. Sometimes they can be
exchanged for more congenial ones. An expatriate family may, for example, move
house to live in a different neighbourhood. Table 7.1 lists a few relevant variables

in micro- and macro-environments (cf. Bhaskar-Shrinivas et al. 2005):

Table 7.1 Driving and restraining forces in adjustment

Macro-environmental variables Micro-environmental variables
Culture Work
Business practices Clarity of objectives/reporting lines
Openness to/view of foreigners Role discretion
Administrative burdens, e.g. difficult-to-obtain Role novelty

work permits Role conflict
Level of security Level of difficulty
Religious/political systems Support by supervisor/co-workers
Health and medical system Logistical support

Level of socio-economic development including Mentor or coach
housing standards, utilities, etc.

Environmental protection/pollution

Climate and weather patterns

Private life
Partner and family:
m |evel of adjustment
B motivation to stay
m resilience
m parochialism/cosmopolitanism
Schooling
Socio-economic situation
Networks
Friends
Availability of desired or familiar food
Shopping facilities and opening hours
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Text box 7.1
Activity

Review the driving and restraining forces in adjustment (in Table 7.1).
Discuss which ones, if any, are unambiguous drivers or restraints. For the
ambiguous variables, state under what conditions they turn into drivers or

restraints. Give examples of each driver/restraint.

Some of these variables constitute challenges that hamper adjustment, while
others facilitate it. Clear objectives or a well-adjusted partner, for example, are con-
ducive to expatriate adjustment; the opposites make it harder. The extent to which
the adjustment challenges are met depends on the individual expatriate’s personal
characteristics and resources. Wise selection for the right personal characteristics
and background (see Chapter 5) and appropriate preparatory and in-country
training (see Chapter 6) can increase the chances that the expatriate succeeds.

The perception of the adjustment challenge faced varies depending on the expa-
triate’s desire to go abroad. Not all candidates for expatriate assignments crave a for-
cign assignment. Many companies tell their employees and the public that the only
way to the top of the management ladder includes a stint abroad. It is doubtful this
is true in all cases. But the likely response to such statements is that some managers
will reluctantly apply for and accept an assignment abroad, ‘because it’s good for my
career’. Some family members may also be apprehensive. An assignment-related
career break of one partner in a dual-career couple is sometimes welcome, but often
it is not. Children vary in their support of an international move. Teenagers especially
tend to resent being torn away from their friends and peers. The expatriate’s
motivation for taking an international assignment influences the energy he or she has

available to actively adjust and cope with the unavoidable challenges.

PROCESS OF ADJUSTMENT

The expatriate has to do most of the adjusting to the challenges provided by the
new environment and overall situation. But how does the process of adjustment
progress? Take a single male expatriate manager, John, as an example.1 After selec-
tion and pre-departure training, he arrives abroad. John has only rudimentary
knowledge of the local language. He has taken several business trips to the coun-
try. This is John’s first assignment abroad. He was eager to go and actively pursued
the opening in discussions with his manager. There are, of course, many more
variables that have a bearing, but for now we have enough to start the discussion

of a possible adjustment process.
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As John steps off the plane, he can already perform a few of the essentials
because of his experience in the country on past business trips. He can hail a taxi
that will take him to his hotel, which will be his temporary housing for a month.
At the restaurant, he can identify and order drinks and a few of the dishes he likes.
He has also mastered a number of other useful skills. He is confident and excited
to have finally arrived. But now that he is here more permanently, he needs to
learn some new skills and become self-sufficient. A company representative will no
longer pick him up from the hotel every morning. He quickly discovers that many
of the things he did back home automatically now take much longer to accomplish
and he is not as effective. Buying groceries is a chore; finding the right ingredients
is time consuming and frustrating. Getting things done is harder than anticipated.
Sometimes he wonders whether the ‘locals’ really cannot understand him or
whether they ignore him deliberately. John’s experience is, of course, nothing out
of the ordinary. Some of the difficulties he had expected, but many came as a sur-
prise. An Austrian sociologist who emigrated to the USA in 1939 pointed out that
the mental representation of the host culture of a new arrival was developed from
a distance, by consensus with members from his home culture, and not with the
intent to guide effective behaviour in the new environment (Schiitz 1944).
Preparatory training will improve this, but not set it right completely. John, there-
fore, will feel right from the start that his behaviours in interactions with host
nationals are less than adequate and that he needs to become more effective. Every
day he will make progress, learning as he goes along. Expatriates sometimes feel
like they are children again during the first few weeks and months in their new
environment. They are not aware of all the rules for social interaction, are some-
times not taken quite as seriously as members of the host community. They are
learning by leaps and bounds every day. To summarize, behaviours start out below
adequate; accelerated learning takes place initially; later the learning curve will
become flatter as represented in Figure 7.1.

John arrives with a lot of energy and confidence in his knowledge about his new
environment. Prior business trips have been successful; he was able to pick up a
fair amount of useful information. As part of his preparation, he has also acquired
essential knowledge about the history, political and economic system of the new
country as well as of its cultural background and behavioural norms. Therefore, the
extent to which his behavioural effectiveness is lacking comes as a surprise.
This deals a blow to his confidence. He soon realizes that his knowledge about the
country is rather superficial. Unlike his behavioural effectiveness, John’s cognitive
confidence is high at first, but it dips below adequate soon after arrival as shown in
Figure 7.1. John suffers from two shortcomings in his cognitive frame of reference
for interaction with the hosts. First, old and new elements of knowledge about
how to act recommend incompatible behaviours in some situations leading to
cognitive inconsistency. Second, in novel situations he has no knowledge available
to guide his behaviour, leading to cognitive ambiguity (Grove and Torbiérn 1985).
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Figure 7.1 Adjustment curve including ‘culture shock’.

We have assumed that John has sought the assignment and was highly motivated
to go. Many expatriates like John are excited when they finally set foot in a new
country. John feels very positive about his move. During the first weeks of the
assignment, he feels happy, almost euphoric. Sure there are some mishaps, when
his actions do not lead to the desired results. Occasionally, he is unsure and does
not know how to act. This makes him feel bad at times, but not for long. Overall,
he regards these episodes as part of a passing phase, a challenge to be overcome.
Rescarchers have long called this the ‘honeymoon’ stage (Oberg 1960). Not every
expatriate experiences it, but John certainly does. He explores the sights of the
new city and the surrounding areas on weckends. He has long days at work, but in
the evening he treats himself to a trip to a new restaurant or bar. This exciting life
eventually makes him tired, though. After a few weeks, he starts to feel drained.
He begins to feel that it is time for the ‘holiday’ to end so that he can return to his
normal life. He also misses his friends; there is no one to share his excitement
with. Sometimes he feels as if he goes out only to combat his own increasing lone-
liness. And after trying every variation of the local food he can get hold of, he
craves his regular Sunday meal from home. Slowly but surely the feeling sets in that
this is not going to be as easy as it first seemed. Sure, he is making progress. Every
day he is learning to become more effective, but he is still far from the threshold
that marks adequate for him. What was exciting in the beginning is now stressful.
John slides imperceptibly into what is commonly termed ‘culture shock” (Oberg
1960; Ward et al. 2001) as behavioural inadequacy and cognitive uncertainty wear
him down. Even if expatriates feel good at first, like John, they sometimes hit the
emotional doldrums. John’s feelings will return to normal only after he adequately
masters interactions with members of the host culture and thus regains confidence

in his knowledge about his new environment. This emotional rollercoaster is
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represented in the third curve in Figure 7.1.The emotions curve looks like a fever
chart because emotions and feelings are volatile, varying over short intervals.
There is also an underlying long-term trend. If someone shouts at John because he
committed a faux pas, he will feel bad for a while. A friendly smile, by way of con-
trast, will lift his spirits for an hour. Yet neither of these episodes in isolation will
change the long-term pattern of his emotions as he adjusts to his new life.
Cumulatively, they will.

John’s example shows a typical adjustment process as represented in Figure 7.1.
There are, of course, many variations possible. We turn to some of these now.

Expatriates with recent significant experience in the host culture may be less
likely than others to suffer from culture shock (Takeuchi et al. 2005). In this case
adjustment curves may resemble a J-curve or linear trends (Black and Mendenhall
1991) similar to those depicted in Figure 7.2.Yet prior expatriate experience may
also undermine adjustment. Nicholson and Imaizumi (1993) found that Japanese
expatriates in Britain who had prior expatriate experience suffered more adjustment
difficulties. The authors speculated that prior experience lessened the ‘excitement’
factor for these individuals. A move from a home culture that is similar to the host
culture and poses a small rather than a large language barrier, e.g. from Ireland to
England, from the United States to English-speaking Canada, or from Germany to
Austria, is more likely to resemble the dynamics in Figure 7.2 than that in Figure 7.1.

Personal characteristics (see e.g. Caligiuri 2000) influence the process of adjust-
ment. An optimistic outlook known as positive affectivity, realistic expectations,
openness to new experiences, ability to speak the local language and willingness to
interact with members of the host culture to name but a few may all influence the
process of adjustment. Optimism may help an expatriate reach an adequate level

on the emotions curve more quickly. Realistic expectations from good advance

High Cognitive confidence
Level of
adjustment
Adequate Emotions
Effectiveness of
behaviour
Low

Moment of arrival  TIME ——»

Figure 7.2 Smooth adjustment curve.
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preparation may protect expatriates from hard knocks to their confidence.
Language skills, openness and a desire to interact may accelerate the learning of
new behaviours. A lack of motivation to go may prevent the expatriate from expe-
riencing any ‘honeymoon’ period at all. Bad feelings and stress may have the upper
hand right from the beginning; emotional adjustment would then start below ade-
quate. In contrast, expatriates with the ability to replace cherished activities that
are unavailable in the new environment — such as an Australian surfer taking up
snowboarding when in Switzerland — may experience less stress and quicker affec-
tive adjustment.

The discussion shows that selecting expatriates for variables other than track
record and technical expertise and supporting them through anticipatory and in-
country training and coaching can improve the chances for speedy adjustment
(compare Chapters 5 and 6). So far we have treated adjustment holistically, as if an
expatriate adjusts to a new culture as a whole. In reality, expatriates must adjust to
different life domains (Navas et al. 2005). Most significantly, expatriate employees
have to adjust to the new job and work environment. In addition, they have to
establish relationships outside of work with neighbours and friends. They have to
adjust to a different system of public order; for example, expatriates from Britain
and the United States who live in Germany are sometimes amazed that there are
restrictions as to when one can mow the lawn in the garden. And anyone who
learned to drive on the right side of the road has quite a bit of adjusting to do when
moving to the British Isles or Japan. Expatriates also have to get used to a different
economy, including shopping for goods and services. It can take weeks to get a
landline phone, TV cable and broadband internet set up in some countries.
Expatriates from Britain find the practices of ‘non-queuing’ in many countries
frustrating and exhausting, Expatriates’ adjustment may proceed at differing
speeds and may show differing patterns in the various domains. However,
researchers have found significant spillover effects between adjustment domains
(Takeuchi et al. 2002).

There may also be differing requirements regarding the style the expatriate is sup-
posed to use when adjusting (Zimmermann et al. 2003). Is the expatriate supposed
to shoulder all the burden of adjustment or may he or she expect the members of the
local culture to do some of the adjusting? Is there any tolerance for non-conformist
behaviour by expatriates? In some Arabic countries, western women are supposed to
wear a headscarf in public. Yet in some Asian cultures western women are not
subject to the same rules as local women; they are treated first and foremost as
foreigners, to whom different rules apply (Adler 1987). Clearly, expatriates will
adjust more easily if they have the leeway to retain more of their familiar ways of
interacting with others than if they must adhere to all the local rules. In the work-
place, incoming expatriates tend to enjoy an elevated status, which may allow them
to mould their environment rather than just assimilate. But the perks that often come

with assignments abroad such as a housing subsidy that allows the expatriate to live
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in community beyond the means of their local peers can have a detrimental effect on
relations with local co-workers (Toh and DeNisi 2005; and see Chapter 2). The per-
ceived inequitable treatment may create tensions between expatriates and local
employees. The jealousy of local co-workers may make it harder for expatriates to
adjust or, at least, dry up sources of support that would have made adjustment easier.
A housing subsidy may have another effect on adjustment: expatriates may be able to
move into an expensive expatriate ‘ghetto’ (Brewster and Pickard 1994). In the short
run, this will make adjustment in several domains easier, for example, in the areas of
shopping or relationships with neighbours. But, in the longer run, the expatriate will
not learn as much about how to interact in the local culture with possible detrimen-
tal effects for relationships with local co-workers, business partners and government
officials. By the same token, corporations may happily accept this potential drawback
in order to ensure that the expatriate will not ‘go native’.

So far, we have only considered expatriates as individuals. Since at least half of
expatriates move abroad with others, it is necessary to broaden our perspective

and look at the dynamics of family adjustment.

FAMILY ADJUSTMENT

By studying the family unit, we raise the analysis to a new level. Organizational
studies generally take a three-tiered approach; they study the individual, groups
and the organization as a whole. Each layer adds complexity and insight. Similarly,
it is necessary to study adjustment as an individual and as a group phenomenon.
The dynamic interplay of adjustment efforts of family members may have a bene-
ficial or a detrimental effect on the adjustment outcomes of individuals. Over the
years studies have found significant moderating crossover effects among expatri-
ates and their partners (Shaffer et al. 1999; Takeuchi et al. 2002; Bhaskar-Shrinivas
et al. 2005;). But no theoretical framework yet exists that goes beyond these iso-
lated effects and takes a systemic view of family adjustment.” Here is a description
of some of the dynamics that expatriate families encounter.

Each of the family members has to adjust to their various life domains abroad
such as work or school, shopping and entertainment, making and interacting with
friends and acquaintances, general rules of conduct and public order. While indi-
viduals adjust to these domains separately, the domains are interconnected and
impact upon each other (Takeuchi et al. 2002). A teenager’s ability to make friends
abroad may influence motivation and school success. At the same time, the
teenager’s parents will react to their child’s state of adjustment: a tough time with
friends or school also makes their adjustment more difficult. This might follow the
lagged pattern of behavioural, cognitive and affective adjustment depicted in
Figure 7.1 or it could directly correlate with one of the dimensions. The parents’
attempts to interact with the school may not bring the desired reactions by school
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officials (behavioural ineffectiveness). Perhaps the rules they know from home to
deal with school officials are incompatible with what they have been told about
local practice (cognitive inconsistency). They may just empathize with their child’s
difficulties and feel bad (negative emotions). This works on the positive side, too.
Children and adolescents often adjust with remarkable speed, gaining fluency in
the local language in a matter of months. A child’s successes may prop up the par-
ents, lightening their adjustment load. It may not only make them feel better, it
may provide them with useful information. Teenagers may pick up important
cross-cultural knowledge, which they share with parents. They may also coach par-
ents in cross-cultural interactions, helping them with shopping or ordering at a
restaurant.

The crossover among the members of the expatriate family may take various
forms (Westman et al. 2006). It may be a direct outcome of the interaction
between family members leading to behavioural or cognitive crossover. It may also
be empathetic sharing of emotions. Sometimes the same external factor impacts
upon cach family member. This in itself is not crossover, though, and the effects
could be explained on the level of the individual. We can only speak of crossover
when the external factor results in reinforcing empathy with each other leading to
a stronger effect in the family than it would have on an individual alone. The latter
is an analytical distinction that will be difficult to observe empirically in the field.
Crossover may be one-directional, e.g. the teenager’s adjustment impacting upon
the parents, but not vice versa. It could also be bidirectional, e.g. the parents’ reac-
tion to the teenager’s adjustment feeding back and reinforcing the teenager’s
trend. Crossover can be positive, leading to better adjustment, or negative.

To summarize, Table 7.2 shows examples of effects among family members and
domains. The arrows indicate spillover (vertical connection between domains) and
crossover (horizontal connection between family members). The diagonal arrow
shows a combination of crossover and spillover, e.g. if the expatriate’s successtul
adjustment at work helps the partner’s adjustment in the social sphere, either by
sharing knowledge about how to develop relationships with members of the local
culture or by providing opportunities to meet people. Cross- and spillovers may

be one- or bidirectional as indicated by the arrows. In principle, all cells may be

Tahle 7.2 Cross- and spillover in adjustment

Domains Expatriate Spouse Child (1 ... n)

Work/school \
Social relations i

Public life and order
Shopping and entertainment
Other domains

-
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connected, although some effects will be more common than others. Work/
school and social relations may show more interactions with other domains than,
say, public life and order.

After this brief look at the dynamics of family adjustment we now turn to ques-

tions of cultural identity in expatriation.

EXPATRIATE ADJUSTMENT AND IDENTITY

The adaptation of the newcomer to the in-group which at first seemed to be
strange and unfamiliar to him is a continuous process of inquiry into the cul-
tural pattern of the approached group. If this process of inquiry succeeds, then
this pattern and its elements will become to the newcomer a matter of course,
an unquestionable way of life, a shelter, and a protection. But then the stranger
is no stranger any more.

(Schiitz 1944: 507)

Those expatriates who live in another country for a number of years will in all like-
lihood change their views and ways of thinking in subtle ways. At the same time
their own country does not stand still. Therefore, on return some expatriates may
experience a gap between themselves and their friends or fellow citizens and find
that aspects of their cultural identity have changed.

The process of adjustment leads to a change in identity that replaces some of the
elements of the home with those of the host culture and combines others in novel ways.
This leads to a third cultural identity separate from either home or host culture.
Szalay and Inn (1988) studied Puerto Ricans living in New York. Cross-cultural adjust-
ment and the resulting change in cultural identity fluctuated in time. A person does
not develop in linear fashion towards a different identity. Adjustment is also an expe-
rience of personal growth. The expatriate does not simply replace one set of cultural
elements with another. Rather, expatriates will develop new views and attitudes
(Szalay and Inn 1988) and expand their understanding and set of available behaviours.

To speak of one identity is a simplification, though. People have multiple role
identities depending on the social context in which they find themselves (Earley
and Ang 2003). One of the sources of variation in salient identities is the adjust-
ment domain. At work, the expatriate’s identity as an employee becomes central;
at home, the identity as friend or a family member in the form of parent, partner,
etc. dominates. Since the extent of adjustment may vary by domain, the change of
identity and the extent of the gap experienced between the expatriate on a home
visit or during repatriation will vary accordingly. For example, how one makes
friends differs considerably by culture (see Text box 7.2). The Austrian in the
example may take on the habit of inviting people over to his home, causing similar

confusion back home with fellow Austrians. Similarly, German speakers distinguish
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Text box 7.2
Cultural niceties

A young Austrian moved to the United States to teach at a university. He
was delighted when, early on in his stay, a colleague invited him and other
colleagues over to his house for a barbecue. He had not realized their friend-
ship was deep enough to warrant such a personal invitation. In Austria, only
close friends would normally be invited over to one’s home. The week fol-
lowing the party, his delight turned to chagrin. The colleague remained
polite and friendly, but the relationship was not particularly warm. It was
only then, as he reflected in his third month in Texas, that the Austrian
realized the invitation to the barbecue was not yet the sign of a close, warm
relationship. It was an initial overture.

Source: Esarey and Haslberger (2005: 4)

carefully between people with whom they are on a first-name basis and others.
After a few years in the USA, our Austrian will probably feel awkward on return-
ing home because he has grown accustomed to using first names.

The changes in attitudes and behaviours that expatriates like our Austrian go
through may have a lasting impact on their identities. They may feel less tightly bound
to some aspects of their culture. The Austrian may feel more cosmopolitan rather
than Austrian in the future. Some expatriates on successive assignments also report
the development of a ‘portable lifestyle’ that fits with only minor adjustments in
many different environments, e.g. metropolitan areas in industrialized countries.
Naturally, identities change as a result. On return to the home culture a blending-
back-in process will start. For some expatriates, the newly developed multicultural
aspects of identity will fade in time and memories may be all that remain. For others,
blending back in is impossible. They may decide to leave again to become permanent
expatriates or immigrants in their chosen new home. A third group may become
boundary-spanning persons with multicultural identities (Adler 1996).

One aspect of identity that the company sending an expatriate employee partic-
ularly cares about is the identification with and allegiance to parts of the organiza-
tion. Not all expatriates are required or expected by their employers to adjust well
to the host culture (Brewster 1995). If the purpose of the assignment is corporate
control, e.g. a financial manager is sent to provide corporate oversight for an oth-
erwise local management board, the corporation would not want the manager to
adjust fully to life in the host country. Continued and undivided allegiance to the
home office is essential. If the purpose is a boundary-spanning activity such as
knowledge transfer or enhancing communications, dual allegiance is desirable.

If the expatriate’s assignment focuses on building the local business, allegiance to
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the host organization is probably most appropriate, which has as a likely correlate
a high level of adjustment to the host location.

A company can do a number of things to case the transition for the expatriate
employee and the accompanying family members. The conclusion lists those that
can be provided on arrival abroad. Other support measures such as in pre-departure
preparation are discussed in Chapter 6.

CONCLUSION

The literature on expatriate adjustment has long focused exclusively on the nega-
tive side, highlighting ‘failure’” and how to avoid it. This chapter has tried to give a
more balanced view of expatriate adjustment showing the undeniable challenges of
expatriate life, but also including the rewarding side that leads to personal growth
and learning.

Every person experiences expatriation and adjustment in a different way. What
provides just the right amount of challenge and excitement for one may be too
much for another. Therefore, companies should provide flexible support in addi-
tion to standard items such as assistance in house hunting, finding schools or

obtaining work and residency loermits:3

m Follow up pre-departure training with on-the-ground cross-cultural
training and language classes. Both types of training may actually prove
more effective when delivered abroad because of their immediate
applicability. John, the new expatriate from earlier, would benefit from an
opportunity to improve his ability to speak the local language and to learn
more about the local culture and the country. Now he needs to get
menial day-to-day things done such as buying groceries and has to work
with lower level local employees other than his contacts from his earlier
business trips. Now he is also more interested to learn about civics and
history.

® Set up local ‘buddies’ for expatriates and partners to help them acclimatize.
Buddies could be other expatriates and their partners who have lived in the
location for a while or local employees and partners. Buddies provide informal
support and can accelerate the process of building a new social support net-
work. John enjoys exploring the local restaurant scene on his own.
After a while, though, his excitement wanes. With a local buddy right from the
start, he might still get homesick, but the headstart his buddy provides in
building his new network would make the bouts of homesickness more man-
ageable. John’s buddy could also supplement the ongoing training by provid-

ing a local view on his experiences with members of the host culture.
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® Organize a home office mentor for the expatriate. A mentor keeps the
expatriate from feeling marginalized by offering a line to the home office
and combats the ‘out-of-sight, out-of-mind” syndrome. Mentors help expa-
triates stay informed about home office developments. John’s mentor will
keep him apprised of changes in the home office. While John still gets the
regular newsletter, he has no direct way to sense the subtle changes in cli-
mate that occur in every organization over time. His mentor can also be on
the lookout for the next job back home and bring up his name in informal
discussions about up-and-coming talent in the organization.

® Support partners in carving out meaningful roles for themselves. Such help
could come in the form of job placement assistance or, where work restric-
tions apply, job-like or charitable activities.

® Provide an employee assistance programme (EAP) for those expatriates and
partners who experience ‘culture shock’ and train local managers in recog-
nizing symptoms. John is making good progress and he is well on course to
good adjustment. He has not once considered calling the EAP, but he feels
reassured that he has the number in his pocket.

® Ensure that local employees feel supportive of the expatriate employee (Toh
and DeNisi 2005). Local employees, especially HR employees responsible for
expatriate support, need to understand the adjustment process and also learn
how to adjust to cultural differences themselves. They may have misconcep-
tions about expatriate compensation packages and perks, resulting in feelings
of jealousy and lack of desire to cooperate with the expatriate. John’s peers
have learned about his cultural background and about the process expatriates
go through when they move to another country. They are still sometimes
puzzled by his approach to work, but they do not attribute this to his being
odd nor do they avoid him. They understand that in his culture his actions
would be appropriate and they are now more likely to explain to him how

thjngs are done locally.

Company support for expatriates should resemble that for circus acrobats on a
highwire act. The organization should provide them with all the skills and tools
required to adjust and perform well. Then it should stand back and let them do
their adjusting act without undue interference. Most expatriates are quite capable
of learning and growing without handholding provided that the cornerstones for
success have been put in place. Careful selection, clarity of objectives and report-
ing lines, logistical support, adequate training and assignment planning are essen-
tial to success (see Chapters 5, 6, 9 and 12 for further information). But just like
in the circus, the company should provide a reliable safety net to cushion the fall,

in case the expatriate stumbles.
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KEY LEARNING POINTS

®  Adjustment is the outcome of a learning process.

® Macro- and micro-environmental variables determine the overall adjust-
ment challenge the expatriate has to master.

®  Adjustment consists of behaviours (behavioural effectiveness), knowledge
(cognitive confidence) and emotions (affective evaluation).

®  Adjustment takes place in different life domains such as work, systems of
public order, social life including friends and neighbours, consumption of
goods and services.

®  Expatriates have multiple roles in the different domains; adjustment levels
may vary from one role to another. There is spillover of adjustment among
domains and roles.

®  The adjustment of an expatriate family is the result of the dynamic interplay
of adjustment efforts by family members. There is crossover of adjustment
among family members.

®  The adjustment process may but does not have to include ‘culture shock’.

®  Any long-term stay in a foreign country has the potential to effect a lasting
change in a person’s identity (or identities).

®  Companies should provide flexible support to expatriates.

NOTES

1  According to the GMAC Global Relocation Services 2005 survey 76% of expatri-
ates were male (and see Chapter 13). The historical average is even higher at 86%.
Based on the same survey, roughly 50% of expatriates were married and accompa-
nied by a partner. The presence of family complicates the discussion of the adjust-
ment process. Therefore, we shall focus on single expatriates here and discuss
families later in the chapter. Similarly, after the description of John’s case, other
courses of adjustment will be highlighted.

2 Some researchers are beginning to incorporate a systemic view of family adjust-
ment into theories on expatriation, e.g. Haslberger, A. and Brewster, C., ‘Expatriate
adjustment — systematic extensions to theory’ and Westman, M., Shaffer, M. A. and
Lazarova, M., ‘Work—family interface among expatriates: an integrative frame-
work’. Both papers presented at the ACREW 2006, Socially Responsive, Socially
Responsible Approaches To Employment And Work, Monash University, Prato
Centre, Italy.

3 The following information is taken from Esarey and Haslberger 2005.
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Chapter 8

Rewards for internationally
mobile employees

Marion Festing and Stephen J. Perkins

CHAPTER OBJECTIVES

By the end of this chapter, readers will have:

® an outline of a sophisticated approach to framing the problem of determin-
ing rewards for internationally mobile employees

® an appreciation of intersecting perspectives on the issue, informed by strate-
gic management and social science commentary

" asensitivity for the search for connections between expatriate compensation
and organizational effectiveness on a multinational scale, as well as an appre-
ciation of evaluating contemporary practice; in doing so, the various roles
played by individuals and groups within multinational corporations (MNCs)
are discussed

® the skills to take more effective decisions for practice, by ensuring that con-
sequences are more systematically weighed prior to action

® an understanding of the importance to evaluate practice in context, incor-
porating explicit assumptions that have influenced practice but have previ-
ously been unexplored and therefore have not been subject to critically

informed reflection

INTRODUCTION

Outlining a more sophisticated approach to rewards for internationally mobile
employees is acknowledged to be a complex and challenging task (Harvey 1993;
Suutari and Tornikoski 2001; Dowling et al. 2005; Bonache 2006). Literature in
this area has been criticized for being overly descriptive and normative (Bonache
and Fernandez 1997; Chen et al. 2002; Phillips and Fox 2003). This chapter aims
to combine intersecting perspectives, informed by strategic management and

social science commentary.
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Reward (or ‘compensation’ or ‘remuneration’) may be defined generally as ‘the
way employees are rewarded at the workplace’ (Kessler 2005: 317). And extrinsic
reward, in the form of tangible monetary and non-monetary payments — wages
and fringe benefits — may be specified as a ‘bundle of returns offered in return for
a cluster of employee contributions’ to the organization (Bloom and Milkovich
1992: 22). Hence the notion of an ‘effort—reward bargain’, forming a central pillar
of the employment relationship (Kessler 2001).

A FRAMEWORK TO INFORM ANALYSIS

At present, it can be argued that normative commentary on expatriate compensa-
tion draws on a conceptualization (albeit unstated) that is static and unidimensional.
It fails to account for the range of interest groups involved and the social nature of
the interaction — exchange — taking place between them. It therefore
fails to capture the assumptions and other ‘baggage’ interested parties bring with
them, so limiting scope to anticipate how policies are received/interpreted
and applied and to explain why outcomes occur as they do. Thus, expatriate
compensation needs to be analysed, paying attention to the stakeholders that
might have an interest in the design and in the outcome of expatriate compensation
systems.

We have identified four levels of analysis: the individual, the organization, the
HR department, as well as the environment, which is especially complex in a
multinational organization. Furthermore, in this context there are social exchange
relationships, which must also be considered if an encompassing picture of
expatriate compensation is to be drawn.

As this chapter primarily addresses HR practitioners and academics, the analy-
sis starts from a perspective derived from the HR literature on employee mobiliza-
tion across international boundaries. We then place the organizational perspective,
with its focus on the strategic orientation of the firm, in the centre of considera-
tion. The effects of expatriate compensation from the viewpoint of the individual
are then analysed. When discussing the organizational and individual perspectives,
questions about the interrelationships between both perspectives and between dif-
ferent individuals and groups of individuals arise. The focus is on ‘exchange rela-
tionships’, which is our next level of analysis. Finally, we address the external
context of the multinational, which has an impact on all of the previous levels: the
organizational perspective, at the level of HR practice, individual behaviour and
exchange relationships. By focusing explicitly on the dimension of the environ-
ment we follow a contextual paradigm perspective on expatriate compensation
(Brewster 1999). This is in contrast to the often dominating universalist approach
to this topic that concentrates on best practices. The proposed levels of analysis are

summarized in Figure 8.1.
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Institutional and cultural environment

Organizational HR perspective

perspective
Social Internationally
mobile
4 I:> employee
reward
outcomes
Individual
perspective

Figure 8.1 Levels of analysis of expatriate compensation.

In the following sections, we discuss causes and effects of expatriate compensa-
tion based on a variety of theoretical approaches on the different levels already
identified. We concentrate on those relationships that seem to be most salient for
deriving implications about expatriate compensation. To begin, we briefly describe
the different types of international assignment and the different approaches to
expatriate compensation, surfacing possible areas of tension, comprehension of
which may benefit from the application of a more critical lens such as that outlined

in the framework sketched earlier.

APPROACHES TO EXPATRIATE COMPENSATION

The principle of ‘keeping the expatriate whole’ (Phillips and Fox 2003: 470) in
reward terms has governed reported thinking and practice on expatriate compen-
sation: “The intention is not to “reward” assignees as such, but rather to compen-
sate them for changes in lifestyle, enduring “hardship”, etc.” (Perkins and Shortland
2006: 185). First, this is expressed in terms of pay package design intended to pre-
serve existing relativities with peers in the ‘home’ location (generally the country
of origin of the MNC). Second, the expressed ambition is to maintain ‘purchasing
parity” — so that the expatriate may enjoy the same living standards as at home
(Fenwick 2004; Dowling et al. 2008). This approach, known as the home-
based/salary build-up, or ‘balance sheet’ (ORC 2004), augments basic pay with a
‘foreign service premium’ (Dowling et al. 2008), as well as cash supplements to
compensate for ‘hardships’ (e.g., working in remote locations, those affected by
political instability or with limited social infrastructure). Housing and children’s
education costs are reimbursed, extending the ‘kept whole’ principle to the

employee’s family members. In addition to salary adjustments to neutralize cost

152



REWARDS FOR INTERNATIONALLY MOBILE EMPLOYEES

of living differences, other allowances may include home leave, relocation, spouse
assistance/dual career allowances and so on (Fenwick 2004; Perkins and Shortland
2006). The principle of ‘tax equalization’ generally accompanies balance sheet
expatriate compensation. Hypothetical tax the employee would have paid at home
is deducted from the home base pay to arrive at a net salary. Allowances and pre-
miums are then added to that amount and the organization pays any tax falling due
within host jurisdiction on the total of the remuneration package.

Figure 8.2 gives an example of such a compensation scheme for expatriates
from a German multinational company (MNC). Here, the salary is determined
based on a comparison with the net salary that would have been payable in the
home country. The comparative net domestic salary serves then as the basis for the
further calculation of the expatriate salary. In calculating the expatriate salary, dif-
ferences in cost of living, living standards and housing standards are taken into
account. In the case of this particular MNC the employee is guaranteed the calcu-
lated net expatriate salary, subject to annual exchange rate adjustment. The host
unit will perform a gross-up for taxes and pay the taxes in the host country.

The cost of living adjustment is used to balance the differences in cost of living
between the home country and the host country. The cost of living adjustments
allow the consumption of goods and services of the same type, quality and amount
in the host country. The cost of living index is calculated based on a home country
basket of goods and the exchange rate used for compensation calculation. In this
particular MNC, the cost of living allowance (COLA) is applied to 65% of the
comparative net domestic salary. This percentage corresponds to a statistical value
of the typical proportion of income required for daily expenses. The cost of living
allowance usually receives high attention in expatriate compensation schemes.

Often this allowance is difficult to determine, so companies may use the services

/' Foreign assignment \
4 allowance

’ Housing allowance
/ Adjustment (+/-)
cost of living
[ 65%
= host-country
Total home- component > Total host-

Net salary
country 35% = home-country country
gross salary component gross salary

Health insurance [----~- Health insurance
Social security Social security

Tax (+/-) Tax (+/-)

Figure 8.2 Compensation scheme for expatriates from a German MNC.

153




MARION FESTING AND STEPHEN J. PERKINS

of organizations such as ORC Worldwide (a US-based firm) or ECA International
(based in Britain). These firms specialize in providing COLA information on a
global basis, regularly updated, to their clients.

The housing allowance means that the host unit either carries rental costs directly
or authorizes a rental budget, which the expatriate receives in the expatriate salary
calculation (host-country rent). In return, an amount equivalent to the normal
housing cost in the home country (home-country rent) may be deducted in the
expatriate salary calculation. In the case of this particular German MNC, the actual
housing costs of the expatriate are not considered: ‘Other alternatives include
company-provided housing, either mandatory or optional; a fixed housing
allowance; or assessment of a portion of income, out of which actual housing costs
are paid. Housing issues are often addressed on a case-by-case basis, but as a firm
internationalizes, formal policies become more necessary and efficient” (Dowling
et al. 2008).

The foreign assignment allowance recognizes the mobility of the expatriate. This
allowance takes into account intangible difficulties as well as material hardships
that cannot be considered in the cost of living adjustment. This includes issues such
as personal safety, distance, language, cultural and climatic differences, economic
conditions as well as the political and social environment. Sometimes, this issue is
also discussed under the heading of hardship allowances.

According to one large-scale survey, around 85-95% of organizations in the
USA and Japan continue to favour the balance sheet approach and in Europe the
figure is about 70% (ORC 2002). Despite this, experimentation has been reported
as MNC:s find the high cost of balance sheet packages incompatible with cost
containment goals (Wentland 2003). The best-known alternative to the balance
sheet, for application to employees assigned abroad for periods of 1 year and
over is described by Dowling et al. (2008) as the ‘going rate’ approach, reflective
of salary structures in force in the host country. Region-based arrangements
represent a variant of this ‘destination’- rather than ‘home’-facing orientation
(Fenwick 2004). Here the equity benchmark is between the assignee and
local/regional peers, with the emphasis on integration (Watson and Singh 2005),
although if the location is in a low-pay country, the multinational usually supple-
ments base pay with additional benefits and payments (Dowling et al. 2008).
Hybrid systems (Suutari and Torknikoski 2001), combining elements of home
and host approaches, as well as individually tailored packages, apply in some
multinationals.

Short-term assignment terms are generally intended to be less complex, and
less expensive, than arrangements applied to long-term expatriation, although
there is evidence against generalizing in this regard. While those assigned for 6 months
or less tend to receive reduced terms compared with long-term assignees,
the same source reveals that for those abroad for between 6 months and 1 year

(after which long-term assignment terms generally apply), ‘services, incentives,
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hardship compensation, housing, transportation, relocation allowances [and] trips
home’ continue to be provided to assignees (ORC 2006: 12). The commuter
assignment, sometimes referred to as ‘flexpatriation’ (see Chapter 11), does not
really fit in with the traditional expatriation reward policy categories. Commuters
may engage in international assignments on weekly or monthly terms, or for some
other duration, leaving family members at home. Expenditure will be less on
groceries and transportation but more on restaurant meals and travel home.
Commuter packages therefore tend to be home based and contain elements pri-
marily relating to reimbursement of travel (air fares paid) and serviced accommo-
dation costs. While simplifying international mobilization, on the one hand,
complications in taxation (as well as visa issues) may arise in administering policies
applicable to this group of international workers, on the other (Perkins and
Shortland 2006). And the trend may mitigate against transnational organizational
designs, signalling a return to ethnocentric management that inhibits expatriate
acculturation (Phillips and Fox 2003) and concomitant sense of interdependency
between expatriate and key local employees.

International assignments are important investments for MNCs. Besides the
direct costs of employee salaries, taxes, housing, shipment of household goods,
education assistance for dependants, spouse support, cross-cultural training, goods
and service allowances, repatriation logistics and reassignment costs, the adminis-
trative costs of running an international assignment programme should not be neg-
lected. These include home-based HR support (assignment planning, selection and
compensation management), assignment location- or-host-based HR support,
post-assignment placement costs as well as post-assignment career tracking costs
(see Chapters 9 and 13). Furthermore, adjustment costs of the expatriates have to
be taken into account. While many of these figures are hardly quantifiable, it is
even more difficult to assess the return on investment of international assignments
(for an overview and discussion see Dowling et al. 2008). In a study conducted
by Cranfield School of Management and PricewaterhouseCoopers (Dickmann
et al. 2006: 18—19) it was reported that the average costs per annum for an expa-
triate amounted to US$311,000. This includes the direct compensation costs and
the costs to the organizations of managing their international assignments pro-
gramme. At US$22,378 the latter accounted for 7% of the total assignment costs.
While more and more firms are interested in measuring a return on investment
in international assignment, to date only 14% are addressing this complex task
mainly looking at the definition and respective fulfilment of assignment
objectives (GMAC 2006).

Having summarized expatriation approaches and related compensation prac-
tice, we now turn our attention to theoretical perspectives related to the various
levels illustrated in Figure 8.1. In this way we set the scene for addressing the ques-
tion of how expatriate compensation outcomes (the dependent or ‘outcome’

variable in this analysis) may be influenced by a series of independent variables,
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in dynamic interaction with one another and with the environmental context(s) in

which international employee mobilization may occur.

HR perspective

Two aspects in particular may influence the HR perspective on expatriate

effort—reward determination:

1 Ideas of ‘best practice’ and related normative commentary on policies and
practices that MNCs should adopt: a ‘functional’ lens focusing the HR view-
point.

2 The role and interests of the HR function likely to affect HR specialists’
interpretations of alternative approaches to expatriate compensation deter-

mination: a ‘political” orientation.

Administering the compensation of expatriate employees has been an important
concern for international HR specialists, accounting for over 50% of their time
(Perkins and Hendry 2001). Changes in the nature and duration of international
employee mobility, not necessarily of HR’s making but which need an HR
response, condition the context for HR strategies to address the attendant com-
pensation policy and practice implications. Reynolds (1997) cites evidence that in
the USA 10% of companies have outsourced expatriation administration, with a
further 9% considering doing so. It is not self-evident that the HR perspective will
have caught up with these trends, for functional and political reasons.

In functional terms, corporate management may be assumed to have delegated
to HR specialists the task of ensuring the consistent application of international
assignment policy: setting and monitoring practice against standards in pursuit of
efficient administrative practices, controlling costs, and safeguarding equity of
treatment across groups (Dowling and Welch 2004). Emerging changes in the
character of expatriation may undermine the HR function’s ability to discharge
this accountability both in practical terms (keeping track) and in terms of their
authority to ensure line management compliance with corporate standards.
Further complications may be anticipated — not only in terms of non-conventional
expatriates. Recognition of the contribution of key locally recruited employees
raises a requirement for sensitive treatment of reward differentials to avoid
de-motivating cither group. Recently observable corporate efforts to standardize
at least pay policy principles across the multinational (Perkins 2006) in pursuit of
overall cost effectiveness and with an accent on relating pay outcomes to perform-
ance requirements aligned to corporate priorities, add still further to emergent
complexities.

An institutionalized set of arrangements for managing the complexities of tra-

ditional expatriate compensation (Briscoe and Schuler 2004) offers fairly junior
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HR specialists a status likely to elude their peers in the mainstream HR function.
HR contracts managers also have opportunities to reinforce their relative status as
skilful intermediaries in negotiations between individuals identified for expatria-
tion, their assigning manager and possibly the receiving manager in the host loca-
tion. Status may also be derived from HR specialists’ proximity to senior
expatriate managers, as ‘support services’ providers. The shifting landscape of
international mobility may threaten these positions reinforced, for example, by
line management administrative ‘self-service’ facilitated by investment in HR IT
infrastructure (Perkins 2006).

HR professionals aspiring to be in the vanguard of performance management
strategy aligned with corporate business goals, may expect to fare better. Greater
attention to corporate monitoring infrastructure to overcome top management
frustration with a ‘deals culture’ around international mobility (Perkins 2006) may
reinforce the status of HRM. Multinationals that have made significant investments
in ‘IT networked HR solutions’ cite the requirement for a refreshment of HR
teams given the changes in the skill sets required under the new corporate HR

infrastructure.

Organization perspective

Ideas from the social science literature designed to evaluate the problems of organ-
ization, conceptualized in terms of economic institutions and also as social com-
munities, may be combined with empirically derived commentary to inform the
organization perspective on expatriate compensation. Organizations come into
bcing as ‘instruments to serve some purpose: a conscious arrangement of material
and human resources required for the achievement of a defined objective’ (Jones
1996: 4). One reward policy imperative to support that ambition may be ‘to
secure skills cost-effectively’ (Hendry 2003: 1433). If expatriates are viewed as
economic self-maximizing agents (Roberts 2001), managerial intervention may be
focused on containing the transactional costs (Williamson 1996) of acquiring skills
for international assignment. While having the merit of bcing very thcory driven,
an economics bias has the drawback, at least in the context of HRM analysis, of
being ‘very narrow and simplistic’ (Guest 2001: 1093).

If expatriates are perceived as valuable, rare, non-substitutable and inimitable
resources (Barney 1991; Boxall and Purcell 2003), and socially embedded culture
and meaning systems are highlighted (Whitley 1992, 2000; Swedberg and
Granovetter 2001), then managerial attention may be directed to processual aspects
of expatriate compensation. The accent may be not only on what is included, but
also on how outcomes are arrived at (Cox 2000). Common experiences of being
justly treated in the process of reward management may help build sustainable rela-
tionships between expatriates and other members of the organization community,

even when vastly different levels of economic development across the countries in
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which multinationals operate mean that disparity in the substantive employee com-
pensation, outcomes compared to local peers, is unavoidable (Chen et al. 2002).

Complementing these theoretical lenses, an empirical starting point for an
organization perspective on expatriate compensation is the claim that international
managers accentuate knowledge — its generation and mobilization to units and
locations where it will add the greatest value leading to profitable investment
returns. If value-generating knowledge is tacit — carried in the minds of experi-
enced and skilled individuals and groups (Nonaka and Takeuchi 1995; Hall 2006) —
deploying ‘human capital” inputs (Madsen et al. 2002), may require migrating from
hierarchical structures to organization designs that foster and activate transnational
knowledge-centred network relationships. An explicit connection between com-
pensation for ‘global champions’ (Perkins and Hendry 2001) and MNC perform-
ance goals may be anticipated as a priority (Phillips and Fox 2003). Reward
practices that develop ‘global mindsets’ (Milkovich and Bloom 1998) have been
advocated.

The messages communicated to expatriates in traditional expatriate compensa-
tion designs may be perceived as incompatible with contemporary organizational
concerns. The explicit association of reward with employee performance appears
absent or at best understated in the mainstream literature. In fact, it may be argued
that, from the organization perspective, approaches such as the balance sheet have
failed to keep in step with the changing priorities of corporate senior managers
and their customers and financial investment principals. Some international com-
pensation architects have begun talking about a future focus away from the ‘deals
culture’ (Perkins 2006). But ‘there is so little research to identify what works best’
(Briscoe and Schuler 2004: 331), assuming we have generally agreed indicators for
what ‘working best’ means across dynamic contexts.

Agency or transaction cost-based thinking would imply a recalibration of expa-
triate compensation to eliminate practices that introduce costs not validated by
reference to external market comparisons and/or measurable performance con-
tribution (Zingheim and Schuster 2000). Case study research findings in large
western multinationals such as Cadbury Schweppes, Citibank, Honeywell and
Unilever signal early initiatives in this direction. And some multinationals have
invested in e-enabled transnational HR and performance monitoring, as well as
corporate brand-oriented organizational redesign to increase management
accountability at the corporate level while devolving pay-for-performance decision
taking beyond a traditional HR ‘black box’ (Perkins 2006). It would be imprudent
to generalize from this evidence at present. Performance-linked expatriate pay
determination informed by transnational performance monitoring systems might
be explicitly aligned with active engagement in knowledge sharing. But given the
tacit nature of much employee-mediated knowledge, there may be problems in
designing objective reward management arrangements that will effectively satisty

this aim. Actions demonstrating commitment to knowledge diffusion across the
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transnational structure, engaging workforce members from all sources (expatriate
or local) and in all relevant locations may be reinforced by corporate recognition
of collective success through collectively delivered reward such as profit-sharing
and ‘gain-sharing” schemes.

A resource-dependency lens (Pfeffer and Salancik 1978; Pfeffer 1981; Wright
and McMahan 1992) may also be used to scrutinize proposals emerging from
resource-based theory. If organizations are perceived as sites of contestation over
valuable, scarce, inimitable and non-substitutable resources, the balance of bar-
gaining power in calibrating expatriate performance and reward determination
may reside with those able to control transnational skill sets. Where managers are
constrained in their choice of individuals to accept international assignments, in
contexts where the options for alternative human resources are limited or non-
existent, decision takers may acquiesce to demands from expatriates for ‘fully
loaded’ packages, rather than seeking to negotiate more economic deals. Informed
by institutional economics theory, an argument can be made that expatriation
remains a cost-effective solution (Bonache and Fernandez 2005). Corporate man-
agement may be unwilling to entrust safeguarding the value of the corporate brand
to individuals recruited from local external labour markets, where attitudes to
corporate governance and wider cultural values may contrast with the organiza-
tional priority. The transaction costs associated with expatriate remuneration may
thus be equivalent to or even lower than those accompanying an external hire
(Bonache and Fernandez 2005). The time and other resources consumed in inte-
grating a manager recruited from one of the local economies in which subsidiary
operations are located may be incompatible with the need to achieve early returns
on the investment in subsidiary operations.

Individual perspective

Employee rewards can affect employee recruitment and retention, motivate indi-
viduals and groups, impact on people’s satisfaction and work behaviour and
directly impact on employees’ motivation and thus increase their performance
(Armstrong and Murlis 1991; Burke and Terry 2004; McClenahen and Purdum
2004). This simple set of assumptions is lacking in much expatriate compensation
literature. Only two aspects are discussed in this context: costs and retention. For
example, Suutari and Tornikoski (2001) mention only that a well-designed and
maintained programme can ensure that costs are controlled and that expatriates
remain motivated and productive. Reward practices need to fit with other expa-
triate policies and with international performance management practices
(Bonache and Fernandez 1997).

Postulating a strategic role for expatriate compensation, Bonache and Fernandez
(1997) also emphasize the strategic fit between reward emphases and type of
subsidiary within the multinational network in which the expatriate is located.
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In the case of local innovator or implementer they expect a high emphasis on extrin-
sic rewards, while anticipating the more intensive use of intrinsic rewards in global
innovators and integrated players. Similar hypotheses are developed with respect to
the criterion used to evaluate performance (behavioural or results-based criteria)
and the unit of reference (individual or group based).

Related to the notion of intrinsic and extrinsic rewards is the question of
the return on an international assignment. Milkovich and Bloom (1998: 21)

differentiate between financial return and relational returns:

Relational returns may bind individuals more strongly to the organization
because they can answer those special individual needs that cannot be met as effect-
ively with economic returns (e.g., providing for childcare via the non-economic
return of flexible work schedules versus the financial return of salary to pay for

childcare; the flexible schedule puts a parent, not a caregiver at home).

Fish and Wood (1994) argue that the expectation would be for internationally
mobile employees to be rewarded for demonstrating, additionally to expertise,
intercultural and strategic competencies required for success in operating across
international boundaries. The question then arises: how can compensation
arrangements help support expatriate success?

Employee contribution implies not only individual performance outcomes but
also the ways in which these are achieved consistent with organizational objectives.
However, as well as skill- and competency-based pay, the diversity of interrelation-
ships with peers, investors, etc., and hence the comparisons and tradeoffs that are
likely to be made, add a further dimension to be accounted for. Simply reading off
from a competency-based pay template would not offer a solution. The same applies
in terms of setting, monitoring and appraising performance outcomes — and a wider
range of people may be involved (business partners, local supervisors/peers, as
well as corporate management) in arriving at a view of what (good) performance
is assessed to be.

Bonache (2005) has drawn attention to another research stream that has
analysed the impact of expatriate compensation on the satisfaction of international
managers, i.e. a positive emotional state: ‘Intrinsic satisfaction is related to work
performance and feelings of accomplishment and self-actualisation. Extrinsic sat-
isfaction, on the other hand, is related to rewards received by the employee (i.e.,
recognition, compensation and advancement)’ (Suutari and Tornikoski 2001: 394).
Empirical evidence on the sources of satisfaction and dissatisfaction among Finnish

expatriates revealed that:

The major sources of satisfaction were the lower level of taxation, the higher
total salary level and allowances (in particular the car allowance). Furthermore,

in the majority of cases the expatriates reported that the companies had clear
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compensation principles, that they had enough prior information to negotiate,
and thus the contract-making situation was not perceived to be very difficult.
(Suutari and Tornikoski 2001: 389)

Social exchange relationship perspective

Forms of contract underlying the exchange between employer and employee can

be described using different theoretical lenses that emphasize different aspects:

Whereas ... [agency theory] focuses on the opportunistic tendency of economic
agents, and thus ex ante prevention from it, the [psychological contract] focuses
on the psychological state of the individual and his or her perception of the
organization’s action in accordance with the individual’s initial expectation. The
interaction or conjuncture between the theories, however, is that the parties
involved in an employment relationship, such as an international assignment,
are directed by multiple motives ... the parties pursue their self-interests
(opportunism) and strive to keep their commitment (thus remaining as legiti-
mate players) simultaneously.

(Yan et al. 2002: 377)

In this section, we will discuss the impact of both perspectives on expatriate
compensation, before turning to equity considerations introducing the variable of
the social referent in the social exchange relationship.

There is evidence that the compensation system has a clear impact on the psy-
chological contract of employees (Gaertner and Nollen 1989; Rousseau and
Greller 1994; Guest 2004). The psychological contract is ‘an individual’s belief in
mutual obligations between that person and another party such as an employer
(either a firm or another person)’ (Rousseau and Tijoriwala 1998: 679). The expa-
triate compensation strategy can be part of the system creating expectancies and
obligations (Rousseau 1995): ‘It sends clear messages to members of the organiza-
tion, informing them about expected attitudes and behaviours’ (Suutari and
Tornikoski 2001: 390). According to an empirical study by Guzzo et al. (1994)
financial inducements are of primary importance within expatriates’ psychological
contracts.

Rousseau (1995) differentiates between relational, i.e. open-ended employ-
ment relationships characterized by a high mutual interest, and transactional psy-
chological contracts, which can be well described by the statement ‘a fair day’s
work for a fair day’s pay” (Rousseau 1995: 91). According to Guzzo et al. (1994),
psychological contracts are far more likely to be relational than transactional (for
empirical evidence with respect to international careers see also Festing and Miiller
2006). In the field of IHRM this could lead to the unplanned expatriate retention
problems and economic losses due to de-motivation reported in the literature
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(e.g., Black et al. 1992; Stroh 1995; Black and Gregersen 1999; Festing and Miiller
2006). Furthermore, the psychological contract is contingent on the organization’s
philosophy and other corresponding IHRM practices (Guzzo et al. 1994; Festing
and Miiller 2006). A firm valuing international experience would want rather
long-term relationships with experienced international managers in order to be
able to amortize high investments in human capital (Yan et al. 2002). With respect
to psychological contract research, this would imply a relational contract.

However, these economic arguments can also be further differentiated through
the lens of new institutional economics (Festing 2006). Transaction cost theory
(Williamson et al. 1975, 1984, 1985)" as well as agency theory (Pratt and
Zeckhauser 1985; Eisenhardt 1989) offer explanations concerning the exchange
relationship between employer and employee using the concept of transaction or
agency costs. Under the transactional costs lens, due to the parties’ self-interest
and in the case of low verifiability of the employee’s behaviour, firms need to
create relational team employment relationships (Williamson 1984) or — embrac-
ing agency theory — strong incentive and control systems. While career develop-
ment is an important, if not the most important, long-term incentive for the
international manager (Yan et al. 2002), compensation issues are of high impor-
tance as well. The integration of expatriate reward within the total compensation
system is critical. It should facilitate administrative processes, guarantee trans-
parency of the compensation system and should indicate future developments con-
tingent on the performance of the international manager.

Whether the reasoning is based on a relational psychological contract, a rela-
tional team or a specific relationship between principals and agents, the offer of an
attractive international employment proposition not only at the point of mobil-
ization abroad, but also facilitating reintegration into the compensation system
following the international assignment, is significant. However, the control of
expectations is limited. This is especially the case with international assign-
ments because these include unfamiliar circumstances. It is important to specify
clearly the expatriate compensation strategy in order to avoid dysfunctional
effects. Suutari and Tornikoski (2001) provide evidence that at least some
European multinationals seem to have made progress in this field (see also
Reynolds 1997).

While psychological contract research as well as new institutional economics
focuses on the exchange relationship between employees and the organization, ideas
following an equity perspective address another dimension. They add the dimension
of the ‘social referent’ and suggest that individuals compare input/output ratios of
themselves with those of social referents and evaluate the organization’s reward
system on this basis (Adams 1963, 1965). ‘Equal ratios lead to perceived fairness,
but unequal ones may lead to perceived unfairness, as the comparer feels either
under- or overcompensated’ (Chen et al. 2002: 808). In the case of perceived
unfairness, managers may try to manipulate their input or their output including
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processes and results that are not favourable for the organization. In the case of
international assignments, social referents can be expatriates of the same national-
ity, expatriates of a different nationality and locals — i.e. multiple referents
(Bonache 2006). Taking these equity arguments into consideration, different expa-
triate compensation approaches have different effects. The home-country approach
results in salary differentials between the expatriate of a specific country and local
managers. Furthermore, expatriates of different nationalities get different salaries
also. The effect might be that locals or expatriates from different national back-
grounds with a lower pay level may perceive the system as unfair and reduce their
performance (Toh and Denisi 2003). Another option would be that they engage in
negotiation processes for a salary increase, albeit a more difficult response. In con-
trast, the host-country approach links expatriate compensation to the salary struc-
ture of the host-country environment (Phillips and Fox 2003; Bonache 2006).
“This approach aims not only at reducing salary inequalities perceived by the
employees of the same subsidiary but also at reducing the high costs of expatriate
treatment to their minimum for the company’ (Suutari and Tornikoski 2001: 391).
However, here, inequities between expatriates and their colleagues at headquarters
may occur, leading to a low motivation for accepting international assignments.
Thus, another major challenge in the design of expatriate compensation systems is
the reduction of perceived inequalities between employee referent groups.

In summary, it seems that a differentiated analysis of the exchange relationship
between the organization and the expatriate is useful to shed light on a variety of
factors that might otherwise be neglected. A number of practical steps follow from
this and the preceding elements of the differentiated analysis of expatriate com-

pensation that has been discussed.

IMPACT OF THE INSTITUTIONAL AND CULTURAL
ENVIRONMENT

The argument in the following section derives from the notion that national cul-
tures and institutions are different and that this is manifested in organizational cul-
tures and in the individuals working for them (Ferner 1997). We discuss the impact
of the cultural and institutional context on expatriate compensation issues. The
analytical framework in Figure 8.1 includes the assumption that the external envi-
ronment influences each of the interacting levels and perspectives outlined.
Cultural theory and new institutional theory offer insights and evidence to help
understand these relationships. The significance of national culture for expatriate
compensation practices is underlined by Hofstede’s (1991) statement that most
inhabitants and most organizations of a country share the same mental programme
and thus have similar ideas and perceptions of compensation practices. The new
institutional perspective (Zucker 1977; DiMaggio and Powell 1983; Powell and
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DiMaggio 1991) focuses on the relationships between the organization and its
‘institutional environment’ and the way in which they shape the organization’s
internal structures. Such characteristic ‘clusters’ of national institutional variables,
which induce organizational behaviour, constitute the national business system of a
country (Whitley 1992).

Since Hofstede’s (1980) study many other researchers have recognized the
importance of culture and its impact on HR and compensation issues (Rogovsky
et al. 2000). Following the national culture approach means that ‘compensation
and reward policies must be aligned with and reinforce attributes of national culture’
(Milkovich and Bloom 1998: 18). Exemplifying institutional factors affecting
reward expectations, the: ‘scope of labour legislation and its recency of codifica-
tion creates new codes of conduct through issues such as sex discrimination, equal
pay for equal work, and minimum wages’ (Sparrow 2004: 103). In this context
expatriate compensation becomes a complex challenge. Different cultural and
institutional backgrounds in the headquarters and in the foreign subsidiaries col-
lide. Often the attitudes and customs of the home country and the host country
are conflicting (see e.g. Ferner 1997). Thus, expatriate compensation has to
accommodate these differences to assure appropriate and attractive packages.
Discussing the cultural and institutional embeddedness of the individual expatriate
and the embeddedness of the organization, at the headquarters and the subsidiary
level, may elucidate the issues.

The expatriate is embedded in the country in which he/she has acquired most
of his/her work experiences — in general this is in the home country (Rosenzweig
and Nohria 1994; Dowling and Welch 2004). Sparrow (2004) has identified
cultural influences on reward behaviour such as ‘different expectations of the

manager—subordinate relationship and their impact on performance management

Text box 8.1
Ten practical steps for firms in designing reward approaches
for expatriates

1 Ensure initiatives for consistency in expatriate compensation do not
exacerbate multi-local compensation differentials, which may appear
illogical and inequitable among local core workforce members on
whom multinational joint ventures and strategic alliances, as well as
local market embedding aspirations increasingly depend.

2 Don’t assume homogencity of interest perceptions among the parties
to expatriate compensation determination — not only comparing spe-
cialists and generalist managers, but also even among HR function
members. Consider whether HR competencies need refreshing

matched to progressive compensation priorities and systems.
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10

Evaluate corporate priorities to minimize expatriation transaction
costs over securing the release of potential among valuable, rare,
inimitable, and non-substitutable expatriate resources, where atten-
tion to procedural justice as much as substance may be required.
Audit the extent to which expatriate compensation practices enable
or constrain development of a global mindset, possibly shifting the
empbhasis from expatriate-centred ‘wholeness’ preservation to one of
balancing the needs and priorities of a range of stakeholders.
Consider the ways expatriate compensation may be calibrated to
align with multidirectional knowledge sharing, exploring the opti-
mum balance between individual and collective performance.

Pay attention to the social referents influencing expatriate expecta-
tions and behaviours in setting more performance-oriented expatri-
ate compensation, acting on opportunities for greater openness and
transparency compared with ‘black box deal making’.

Apply a return-on-investment lens to judge the value of fully loaded
expatriate packages, factoring in consideration of corporate gover-
nance risks of premature devolution of the corporate brand to local
recruits.

Supplement attention to securing and retaining expatriates with
consideration of motivational features not only of the quantum but
also the mode of delivery of expatriate compensation, emphasizing
organizational effectiveness contribution and how that is made.
Weigh alternative approaches to structuring and delivering expatri-
ate compensation contingent on the extent to which managers are
expected to operate in local innovation (with limited infrastructure)
or local implementation mode, where extrinsic reward may be pre-
ferred, compared with a priority for behaviour attuned to global
innovation and/or global integration. In the last case, career incen-
tives coupling short-term intrinsic (developmental experience)
reward with longer term extrinsic reward through vertical post-
assignment career progression may be preferred.

Pay attention to the expatriation psychological contract, as a mech-
anism for dialogue around mutual expectations and obligations, but
beware of over-emphasizing unwritten promises (e.g. the career
incentives in item 9) if operational considerations are likely to
inhibit fulfilment. Be prepared to answer the question honestly as to
whether a transactional or relational relationship is desired and/or
feasible and work through the consequences in structuring the ex-

patriate package of tangible and intangible rewards.
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and motivational processes’ (Sparrow 2004: 105). A more holistic balancing of
intrinsic and extrinsic rewards may be valued in societies where work is based on
more integrated personal social ‘relationships’, while in cultures characterized by
personal independence and isolation (‘individualism’), as well as rapidly changing
personal and social contexts, extrinsic rewards may be emphasized (Frey 1997;
Triandis 2002). Dowling and Welch (2004) name the service of a chauffeur as
another example for an element of the compensation package that might be
evaluated differently by individuals in distinct countries.

With respect to country-specific attractiveness of variable pay, a study by Lowe
et al. (2002) indicates that employees in the USA, Taiwan, Mexico and Latin
America prefer variable pay incentives while their counterparts in Australia and
Japan only moderately emphasize this kind of pay. Research shows that seniority-
based pay in terms of a fixed salary is more likely to be found in countries
with higher levels of uncertainty avoidance such as Greece, Portugal and Guatemala
(Schuler and Rogovsky 1998). If the cultural dimension of uncertainty avoidance
(Hofstede 1980) is taken into account, the extent to which people are risk averse
or are prepared to take risks is highlighted. Risk-taking managers are probably ready
to accept large incentive payments while risk-averse managers are not prepared to
accept high levels of income variability (e.g. performance-based pay).”

Different socialization processes experienced by expatriates and local co-workers
may lead expatriates to respond differently to incentives offered by the host coun-
try than their colleagues. Consequently, expatriate compensation might be based
on compensation standards in the expatriate’s home country and reflect similar
patterns in order to attract and retain staff in the areas where the multinational has
needs and opportunities (Dowling and Welch 2004).

Organizations as social institutions are likewise embedded in their institutional
and cultural environments. In order to operate effectively, their managements
must take into consideration significant national variables when formulating busi-
ness strategies (Ferner 1997). Thus, institutional rules and cultural norms neces-
sarily feature in compensation decisions to avoid problems in attracting and
retaining employees, labour relations conflicts or ineffective employee behaviour
(Armstrong and Murlis 1991; Grenhaug and Nordhaug 1992; Milkovich and
Bloom 1998; Bradley et al. 1999; Bloom et al. 2003; Sparrow 2004; Schuler and
Jackson 2005). The characteristics of the industrial relations system as part of the
national business system, including the importance placed on labour unions, can
have significant effects on pay systems. And Pendleton et al. (2002) identify con-
siderable differences among the member states of the European Union in the areas
of employee profit sharing and share ownership, which ‘correlated broadly with
the extent of differences in legislative and fiscal support for them’
(p- 21). Festing et al. (1999) confirm this and argue that the complexity of German
law, the formalized German workplace industrial relations system and the govern-

ment attitudes have led to the fact that financial participation schemes are not very
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common in the German context. The empirical results give examples indicating
how organizational pay strategies are influenced by external factors. As MNCs are
operating in multiple environments, subsidiaries often follow different (multi-
centric) approaches to be effective in every country. For this reason, MNCs that
try to standardize pay strategy at a global level often provide room for flexible
adaptation to local conditions (Festing et al. 2006).

CONCLUSION

While not made explicit in the literature, description of the determination of
reward for internationally mobile employees reflects a market-clearing assumption
from economics combined with a policy focus on ‘keeping expatriates whole’, pos-
sibly the legacy of ‘welfare capitalist’ management (Jacoby 2005: 37). Although
changes may be perceived as the corporate governance and competitive context
for international organization and employee mobility overseas has evolved, the
response reported in the empirical literature seems to be simply one of trimming
back on the duration and level of compensation applicable to expatriate assign-
ments. We have argued in this chapter that to lay the foundations for a more root-
and-branch review of internationally mobile employee reward management a
more complex amalgam of perspectives — and their interaction — needs to be con-
sidered. Rewards applied to internationally mobile employees (the dependent
variable) therefore need to be analysed in terms of their relationship with a series
of interacting independent variables (that also interact with the dependent vari-
able) that include perspectives from the organization and line managers who admin-
ister it, the HR function, individual expatriates, contextual conditions and the
relationship around exchanging labour, willingly deployed in a foreign country, for
remuneration.

In summary, the independent variables that appear to influence the policies and
processes for setting compensation for internationally mobile employees reward
outcomes (dependent variables) may be viewed as stemming from multiple

sources with a stake in the project.

KEY LEARNING POINTS

L] Corporatc management wants to resource achievement of business stratcgic
goals and governance priorities.

®  Senior operational managers wish to be able to delegate line accountability to
experienced, knowledgeable people whom they feel they can rely on to
act and control the resources devolved to them in ways that help the super-
vising line manager to contribute to achievement of corporate goals.
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® HR people have a stake in acting on behalf of corporate and line managers

(depending on their own location and alliances in the organizational struc-
ture) to facilitate the mobilization, to ensure corporate and divisional HR
policies are implemented in ways that will keep the parties to the
effort—reward relationship content, while sustaining consistency in applying
reward policies so as not to attract criticism through unfavourable compar-
isons among other employees or in terms of impact on corporate costs and
to assure administrative efficiency.

Individuals approach the internationally mobile effort—reward bargain with
their own needs and expectations. They may be able to leverage their market
influence increasingly, the more the firm is dependent on that individual to
fill the role. These factors lie outside the internal policy-making framework
— they are ‘controlled’ by the employee. Representatives of the employer are
in a position where they may proactively make an offer, but this may be sub-
sequently judged over-generous.

Cultural values such as those outlined by Hofstede (1980) as well as institu-
tional factors including employment regulations, the economic state of the
employer and stage of international growth and, in turn, interaction between
expatriate and local peers, are likely to have an influence on expatriate compen-
sation decisions. Corporate actors’ interpretations of these contextual factors
need to feature in any analysis of the decision-making process.

The perspectives summarized in the framework of Figure 8.1 could lead to
challenging new avenues for future theoretical and, especially, empirical
research that could further enrich our knowledge in the field of expatriate

compensation.

To sum up, using the framework outlined in this chapter, academic analysts and

management decision-takers would have a more effective understanding about the

range of factors that influence expatriate compensation if they understood how they

interact with other determinants of expatriate compensation. Ideas about this inter-

active process may challenge some assumptions but would lead to better outcomes.

NOTES

1

Based on transaction cost theory, Festing (1997) as well as Bonache and Pla
(2005) discuss the relative costs inherent in the use of expatriates and argue that
the result is contingent on the firm’s internationalization strategy.

However, this distinction cannot only be made according to country-specific
cultural values but also with respect to industry-specific features, e.g. firms belonging
to high-tech industries or the so-called new economy have seen more risk-taking
managers than traditional firms (Gomez-Mejia and Welbourne 1988, 1991).
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Chapter 9

Repatriation

The end or the middle?

Noeleen Doherty, Chris Brewster, Vesa Suutari and
Michael Dickmann

CHAPTER OBJECTIVES

By the end of this chapter, readers will have:

® an appreciation of the integral nature of the expatriation and repatriation
experiences

® an understanding of the multitude of factors impacting on the perceived out-
comes of repatriation — organizational and individual

" gained sensitivity to the importance of time and timing in repatriation

® explored some practical guidance on managing repatriation

INTRODUCTION

International working has been likened by some to a heroic journey (Campbell
1968), a notion taken from the Parsifal myth common in many European coun-
tries: themes of heroism as a cycle of going out from a familiar home base to
foreign realms, following a call for adventure, encountering and confronting
challenges along the way, learning and experiencing transformations, before
returning with new knowledge and understanding to share, an authority on two
worlds. The idea that travel can broaden the mind is not new but being globally
mobile and able to develop a global outlook has considerable currency.
However, the return from such a journey may be far from epic, as much
research suggests that the repatriation element of an international expedition
can be fraught with difficulties. This chapter explores some of the individual and
organizational challenges involved in the repatriation phase of international
mobility. These insights are related to practical implications for managing

repatriation.
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It is now taken for granted that the internationalization of business and of work
is increasing apace and that this, in turn, has led to an increasing need for managers
with global competence (Oddou et al. 2000; Evans et al. 2002).

For many years research on expatriation seemed to be following the expatriate
cycle itself, with early attention paid to criteria for selection, which gradually
developed into a debate about the antecedents of and methods for such selection;
and to compensation and benefits. This led on to research into the adaptation of
expatriates. Eventually, the final phase of the expatriation process — repatriation —
came under the spotlight.

Research into repatriation has, in turn, tended first to follow the employers’
agenda: exploring the issues related to the problems that arose when the expatri-
ate returned. More recently, led by researchers in Europe, there are the beginnings
of an attempt to understand the careers of expatriates and how the repatriation
process fits into that. This has signalled a move from seeing repatriation as the end
of the process of expatriation to seeing repatriation as another stage in the career

of the employee. We explore these perspectives here.

REPATRIATION AS THE END OF THE ASSIGNMENT

The end of the expatriate assignment was initially, perhaps, assumed to be unprob-
lematic. The expatriate would return home, pick up a new job with their employer
and continue their career. It became apparent that that was not what happens;
rather repatriation has been described as ‘the toughest assignment of all’
(Hurn 1999).

In fact, surveys show that repatriation is the area of highest dissatisfaction of
expatriates with respect to organizational policies (Stahl and Cerdin 2004). Many
expatriates never get that far and leave the organization before the end of their
assignment (GMAC 2005). Research evidence shows that 10-25% of expatriates
leave their company within 1 year of repatriation (Black 1992; Solomon 1995).
This figure is notably higher than for equivalent non-expatriates (Black and
Gregersen 1999). Longer term, between one-quarter and one-third of repatriates
leave their firms within 2 years of returning (Suutari and Brewster 2003). Since
nearly half the respondents in some of these surveys did not keep records of the
career outcomes of repatriates the true figure is likely to be higher. In a sample of
Finnish expatriates, even among those who stayed with the same employer, well
over half had seriously considered leaving (Suutari and Brewster 2003): twice as
many do so in the first year among the repatriated population as among those who
have never been on an international assignment (Dickmann et al. 2006). Attrition
and the potential exit of repatriates give cause for concern, certainly for organiza-
tions where a key imperative for the use of international assignments is the devel-

opment of global talent.
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The outcomes of an international assignment (henceforth abbreviated to IA), as
commentators have pointed out, are far from a straightforward win—win scenario.
A number of factors have a bearing on how an expatriation assignment ends. These
include how the IA has been positioned by the organization, how well the person
and their family adjust to the return home, the impact that the expatriation expe-
rience has had on shaping the employees’ expectations of the job they return to and
the longer term career expectations that they have developed. We consider these

factors next.

What’s on offer?

From the organizational perspective, there has been much discussion of the need
to develop international /global mindsets (Kobrin 1994; Bonache et al. 2001). This
is seen as an important source of competitive advantage for multinational cor-
porations (MNCs) (Bartlett and Ghoshal 1997). It has been argued that strategic
capability is dependent on the ‘cognitive processes’ of international managers and
the ability of the organization to create a ‘matrix in the minds of managers’ or a
global mindset (Bartlett and Ghoshal 1989: 195). MNCs increasingly understand
the value of the creation and absorption of knowledge inside the organization in
the international context (Czinkota and Ronkainen 2005). Expatriates are important
mechanisms of knowledge transfer (Bonache and Brewster 2001; see Chapter 4)
and this may now be one of the main reasons for sending people on such assign-
ments (Bossard and Peterson 2005). This international orientation depends,
among other things, on the length and the quality of international experience.
Large MNCs consider expatriation as a key means to achieving global leadership
development as the number one human resource priority of chief executives in
MNCs (Evans et al. 2002). So to meet this growing need for mobility, organiza-
tions regularly position an IA as a developmental opportunity.

However, although companies have indicated that opportunities for IAs are on
the rise, this comes at a time when employees are becoming increasingly discern-
ing about committing to an IA (GMAC 2005; Dickmann et al. forthcoming).
Employees appear keenly focused on their own development and the likely career
opportunities and career progression as outcomes of a foreign posting as well as
personal development. Dickmann et al. (forthcoming) suggested that the decision
to take an IA is strongly influenced by an employee’s anticipation of positive skills
development and career progression outcomes.

It has been argued that the potential consequences of an international experi-
ence can be mutually beneficial for employee and employer (Larsen 2004). But if
this is a powerful developmental tool, it is also an expensive one. According to
Reynolds (1997) expatriates cost employers, on average, two to five times more
than home—country counterparts. As a consequence, expatriates are among the

most expensive of an organization’s human resources. For that investment to

176



REPATRIATION:THE END ORTHE MIDDLE?

‘pay off” it is necessary to retain the repatriates in the organization and to have
them satisfied and performing well.

The recurrent argument has been that it is the company that suffers when repa-
triates leave. Failure to successfully repatriate implies high costs for the interna-
tional companies: not only is there the loss of key employees and their unique
experience if they leave the organization but also the possibility of recruiting new
candidates for expatriations is reduced, as other employees may be more reluctant
to accept foreign assignments when they see negative effects on career advance-
ment (Brewster and Scullion 1997; Bossard and Peterson 2005). This can also alter

the international growth planning of the companies.

A hero’s return?

The organizational context to which repatriates return these days has undergone
many changes. No longer do companies offer guarantees of employment or the
prospect of career progression in the form of promotion in general (Baruch 2006) —
if they ever did. This applies just as much to expatriate populations. Although those
who expatriate enjoy heavy investment, both financial and managerial, in their
administration, organizations increasingly operate on a ‘no-slack’ basis, where
there are not necessarily appropriate jobs for the expatriate to return to
(Dickmann et al. 2005). These changing organizational contours frame the context
faced by repatriates on their return journey.

The quality of the repatriation journey is impacted by a variety of factors
including the individual’s expectations and their receptivity to working abroad.
Previous research has highlighted the central role of the expatriate’s expectations
in the repatriation process (Black 1992; Forster 1994; Pickard 1999; Riusala and
Suutari 2000). International assignees optimistically hope for a holistic process that
gives them an early indication of their next position and an adequate prospect of
further career advancement. They look for opportunities to re-establish old con-
tacts in the corporate centre (in the months before return), hope to be mentored
in the changed realities at the head office, expect to be debriefed and find honesty
important. Most expatriates expect the return to enhance their career prospects
and their return to be exciting and/or challenging (Tung 1998; Pickard 1999;
Suutari and Brewster 2003).

Thus, repatriates form a set of work-related expectations, including how they
will be treated by management and by other employees after repatriation. They
have expectations regarding the job position after repatriation, the standard of
living they will achieve and their longer term career prospects. Typically, the repa-
triates expect to be rewarded with high-level jobs and opportunities to utilize skills
acquired while abroad. They also expect that their supervisors and colleagues will
be interested in their international experiences and support them through the

repatriation process.
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Positive expectations are more likely to be held by those on their first IA than
among more experienced expatriates. A positive mindset to the idea of a foreign
work experience is a characteristic important to willingness to work abroad
(Tharenou 2003). Receptivity to working abroad, it is suggested, is a relatively
stable characteristic and, therefore, it is likely to be an enduring trait. It has also
been suggested that expectations of gaining valued outcomes from relocating
increase receptivity. This is an indication that assisting employees who are recep-
tive to have a good experience would encourage future mobile behaviour. This
powerful feedback loop of clear expectations and good experience feeding positive
attitudes to mobility is a key area of focus for companies.

Effectively managing the expectations of repatriation starts at the pre-
assignment stage where organizational goals and individual aspirations need to be
informed, formed and integrated. It is at this stage that the expectations for during
and after the assignment are set, therefore clarification of goals and objectives is
key to managing outcomes. Company X (see Case study 9.1) employs a process in
which the early stage planning of an IA involves an agreement of goals and out-
comes, an approach that can help to pre-empt potential problems not only while

on assignment but, importantly, on return.

Case study 9.1
Pre-departure — communicating parameters, setting goals and formal-
izing processes in Company X

The importance of setting clear assignment goals and having processes in place to
help deliver on these is important to the outcomes of an international assignment
for both an organization and the individual assignee. In fact, it is positioned as a
critical element in the management of an international assignment.
Communicating these in a comprehensive, digestible format can guard against the
potentially detrimental impacts of role ambiguity on adjustment, objectivity in the
appraisal of expatriate performance or premature return due to poor performance.

Within Company X, the combination of comprehensive pre-departure informa-
tion with a process and format that facilitates discussions between the individual,
the home and the host, helps to clarify roles and responsibilities before, during and
after the assignment. A focused set of questions around the assignment objectives,
managerial objectives for the assignment and a business rationale for the dura-
tion of the assignment form the basis of an agreement that must be reached
before the assignment can start. This format and process explicitly clarifies
assignment objectives, identifies the added value of the assignment and facilitates
individual career planning.
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Questions

1 How can Company X link the assignment goals to their repatriation policy?
2 Develop three scenarios:
i an IA to develop the expatriate
ii an IA to quickly fill a skills gap
iii an IA to transfer knowledge to a local unit and explore ideas and activ-
ities to increase repatriate retention.

Although this may result in a longer than average time to the start of an assignment,
an integrated discussion of business goals (home and host) and individual objectives
can provide an essential tripartite forum to facilitate synergy in goal setting and clarity
in expectations, stated good practice in the current international HRM literature.

The process of returning home can be as much of a culture shock as leaving (see
Chapter 7). Rather than the anticipated hero’s return, repatriates often experience
an intense shock because the return home is not as expected, a ‘reverse culture
shock’. It has been argued that the longer the repatriates are on an IA, the higher
the difficulties they will find when returning to their parent company (Harvey
1982). It is assumed that the longer the time spent abroad, the more the individ-
ual will be used to the foreign country and organizational culture and the higher
the degree of adjustment to that country. The result will be increased difficulty
adjusting back to the home country. This relation has received empirical support
in the studies of Black and Gregersen (1992) and Gregersen and Stroh (1997).

Managing expectations

Empirical evidence indicates that repatriates are often disappointed. A sample of
British repatriates found that 23% of repatriates’ expectations were fully matched,
42% matched to some extent and 25% only a little or not at all (Forster 1994).
Pickard (1999) also found that 69% of UK expatriates expected the return to
enhance their career prospects and 55% expected their return to be exciting
and/or challenging. Among US expatriates, a majority of them expected the
assignment to be positive for their career development and to have a positive
impact on subsequent career advancement either in their current organization or
clsewhere (Tung 1998). Another European study found that 78% of expatriates
expected that their new skills would be useful in jobs back home and 63% of them
expected to find a job that matched their present qualifications (Riusala and
Suutari 2000). The majority (74%) also generally believed that their international
experience would be valued in their organization and that IAs would promote their

future career development (62%).

179



NOELEEN DOHERTY et al.

Unfortunately, these expectations frequently go unfulfilled. Stroh et al. (1998)
found that only 39% used their international skills at home, more than two-thirds of
expatriates are not content with the repatriation approach of their firms and up to
75% of expatriates consider leaving their employer either during or after their work
abroad. Supporting the relevance of discussion around expectations, lower levels of
organizational commitment appeared among respondents whose expectations were
not met. Conversely, Black (1992) has reported that individuals whose expectations
are met report the highest level of repatriation adjustment and job performance.

Thus, readjustments to work, community, the environment and culture are
shaped by individual attitudes, values and needs, work characteristics (of both the
job and the organization), organizational policies and non-work variables (Black
1992; Suutari and Vilimaa 2002). This makes for a complex mix of factors which

can affect how the repatriate readjusts and reintegrates on return.

Status

Returning to the home country often implies a downward shift in repatriates’
social status and provokes disappointment, disillusion and adjustment problems
(Gregersen and Stroh 1997). Repatriates often move from a senior work role in a
foreign subsidiary, where they are a ‘big fish in a small pond’ to being once again a
‘cog in the wheel’” back in the home country. More than 30 years ago it was shown
that individuals’ adjustment to work and organization can be negatively influenced
by a loss of autonomy after their repatriation (Cagney 1975) and the situation
hasn’t changed (Black et al. 1999). In most cases, repatriates will also experience

a loss, often significant, of income and a change to their lifestyle.

Family

It is not just the repatriate who will have difficulties but a raft of relocation issues
has been shown to have an impact on repatriation. These include such matters as
cost of living differentials, financial and housing allowances, family education con-
tinuity, life and culture differentials and forced spouse career change (Gomez-
Mejia and Balkin 1987). The family may also find it difficult to adjust. The children,
who may be out of touch with fashions at home may not find it easy to fit in back
at school and will have learnt different things from their erstwhile classmates. The
family as a whole may be having problems readjusting. Expectations are likely to
be based on the home-country situation as it was before the assignment began,
rather than based on the current reality (Pickard 1999). The repatriates are return-
ing to a society and organization that has changed during their absence; typically,
despite the modern communications, they are not fully up to date with these
changes. And they have changed too (see Chapter 7). Added together, these prob-

lems can create real stress.
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Job on return

There is often a lack of clarity about the job situation after the repatriation and
increasingly repatriates may find themselves in a position where there are no guar-
antees of a job on return (Dickmann et al. 2005). They find themselves, like aero-
planes over a busy airport, in a ‘holding pattern’, waiting to find a way back in. Or
they may find themselves put into a new position with less authority than they had
while abroad (Selmer 1999; Dowling and Welch 2004). The uncertainty and
potential downshifting involved can create disillusionment and disaffection among

repatriates.

Use of acquired skills

Organizations offer the expatriation experience often as a conduit to the develop-
ment of individual competencies in the preparation of future global leaders. Yet
recent research suggests that companies are lacking in the ability to track individ-
uals following assignment (Dickmann et al. 2006). Repatriates can be disappointed
and disaffected by the lack of opportunities to use their newfound skills after an
assignment (Gomez-Mejia and Balkin 1987). They may suffer job shock and feel a
loss of status, loss of autonomy, loss of carcer direction and a feeling that their
international experience is undervalued by the company (Peltonen 1997).
Colleagues who stayed close to the political centre at home may have progressed
in their careers, leaving those who went abroad lagging in the ‘career race’
(Dickmann and Harris 2005). These difficulties are likely to have an influence on
their performance, their satisfaction and the desire of these individuals to leave the
company (Black et al. 1999; Lazarova and Caligiuri 2001).

Attrition

It has been argued that work adjustment will directly affect turnover of repatriates
(Shaffer et al. 1999). Problems arise when returnees, dissatisfied because their
expectations remain unmet, work ineffectively and are likely to leave the organi-
zation (Forster 1994; Pickard 1999). Embedding the international mindsets within
the organization will not, of course, be achieved if the international assignees leave
as soon as they have completed their assignment. Worse, from the organizational
viewpoint, is that people do not often change sectors, so not only may the depart-
ing repatriates leave the company that spent a lot of money developing their global
mindset, they are likely to join the competition.

It has also been argued that these levels of turnover probably represent a con-
siderable degree of disillusionment within an organization these people have
served well; and certainly represents a considerable loss to the organization of

expensively created experience and knowledge. It will also, perhaps, have the
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effect of making others less likely to accept such assignments. Stroh (1995) reports
that three variables were found to be significant predictors of turnover among
repatriates: corporate values related to the importance of an IA to the organiza-
tion; whether the organization had a carecer development plan for repatriates; and
the perceived impact of corporate turbulence on the organization’s capacity to
place repatriates adequately on their return. If part of the aim of an international
assignee policy is to foster internationalism and the transfer of knowledge
(Bonache and Brewster 2001; Chapter 4), the loss of these repatriates is a signifi-
cant problem.

There seems to be a lack of coherence in the research findings to date, although
the tendency is to report a gloomy picture with organizations losing a lot of tal-
ented and experienced international staff at or shortly after repatriation. There is
an assumption that this ‘fallout’ rate is partly the result of dissatisfaction among
expatriates whose careers are blighted by their negative experience and who have
to rebuild those careers elsewhere, if they can. The literature on the career devel-
opment of expatriates is still rather unclear. For example, both Tung (1998) and
Welch (1998) argue that too little is known about the effect of IAs on the carcer
advancement of expatriates; what happens to them following repatriation.
However, Suutari and Brewster (2003) found that even when employees leave
their organization, they are generally positive about their international experience

and its effect on their careers.

REPATRIATION AS THE MIDDLE OF A CAREER

Increasingly, research into repatriation is less concerned with viewing it as the end
of the assignment and more concerned with setting it in its career context.
Repatriation is seen as part of the career process rather than a conclusion. Careers
are seen as pivotal to repatriation (see e.g. Solomon 1995; Stroh 1995; Riusala and
Suutari 2000; Suutari and Brewster 2003). As numerous European authors have
pointed out, our understanding of the career impact of an TIA — including the
process of repatriation — is still far from clear (Bonache et al. 2001; Stahl and
Cerdin 2004; Dickmann and Harris 2005). Research has provided a foundation for

understanding three key issues:

1 the development of career capital
2 the alignment of expectations

3 career outcomes.

We review each in turn.
Although IAs are seen as a powerful developmental experience for the individu-
als concerned and as a key tool for developing international managers, the positive
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connection between such assignments and career progress has been questioned.
Being out of the mainstream of advancement can lead to stagnated career develop-
ment opportunities (Gomez-Mejia and Balkin 1987; Napier and Peterson 1991).
The personal and professional isolation from the domestic office during foreign
assignments may cause poor integration to the home unit personnel (Harvey 1982;
Peltonen 1997). Recent research (Dickmann and Harris 2005) highlighted that the
benefits of TAs, in terms of capital accumulation, can be equivocal for expatriates
and the organization (see Chapter 12). In addition, a number of authors have
pointed out that, with respect to career management, individual and organizational
needs are not always in total harmony (Thomas et al. 2005).

Yan et al. (2002) addressed the issue of alignment in organizational and individ-
ual expectations of an assignment and argued that these included individual and
organizational benefits across short- and long-term time perspectives. Success crite-
ria for the individual incorporated task performance, learning, job satisfaction,
development, promotion and future assignments. For the organization, benefits
covered the achievement of organizational tasks and objectives, retention and
utilization of repatriates and their skills and the transfer of expertise.

Findings among US repatriates indicate that around one-quarter (29% Derr and
Oddou 1991; 23% Oddou and Mendenhall 1991) were promoted while one-fifth
(20% Derr and Oddou 1991; 18% Oddou and Mendenhall 1991) faced downward
career mobility. Things appear to be more positive in Europe: 46% of British repa-
triates reported positive effects on their career prospects, with 54% reporting
negative effects (Forster 1994). Peltonen (1999) reports that among Finnish expa-
triates working in projects organized by the Finnish International Development
Agency, 27% reported positive career impacts and 10% negative impacts. The
career status outcomes were on average positive with 68% of the repatriates
reporting positively on the change in their organizational status. Few face a lower
salary level than before the assignment. Dickmann et al. (2005) found few repatri-
ates were guaranteed a ‘right’ of passage home and very few (15%) guaranteed a
role at the same level on return. Around one-third were promoted and less than
one-tenth demoted. These findings are much more positive than those reported

elsewhere.

Repatriate retention, performance and promotion

Measuring the value of global assignments is a difficult task. The investment in
sending employees on IA can be substantial but the majority of organizations
believe that the benefits of international forms of working outweigh the consider-
able costs (Sparrow et al. 2004). It is, however, not clear on what basis organiza-
tions assess the costs and benefits as the data captured and evaluation tends to be
poor (Harzing and Christensen 2004; McNulty and Tharenou 2004). Thus, many
organizations remain unclear about the benefits and they struggle to determine the
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return on investment of IAs since there are few indices available to facilitate this
(Elias and Scarbrough 2004). A key question becomes ‘do the benefits outweigh
the costs’?

The value of an IA is linked to:

the purposes of the assignment
the success of the international work, which in turn is relative to the context
of the organization

® the performance (or other meaningful comparators) of non-expatriated

peers.

An assessment of value implies knowing both costs and benefits of these elements.
The importance of repatriation in the cycle of international working has attracted
more attention recently as both organizations and individuals recognize that the
potential benefits of the experience happen not only during the assignment but
short term immediately following an assignment and long term well after the
assignment has ended.

Although a time dimension is included in the model of repatriate adjustment
developed by Black et al. (1999), the extant research does not usually include a
temporal element. Only the study by Eschbach et al. (2001) collected information
regarding the adjustment of repatriates at two moments of time, at 2 and at
9 months after they had returned home. Sanchez Vidal et al. (2007) replicated this
with repatriates to Spain and confirmed that the repatriation adjustment process
is a dynamic phenomenon and its effects vary over time. Adjustment to work
after 2 months impacts positively on performance and has a key effect on later
adjustment. Adjustment after 9 months is correlated with a higher satisfaction and
intention to stay with the firm.

Table 9.1 outlines some key individual and organizational value indicators in
expatriation and can serve as a short overview and summary of this chapter. The
first column distinguishes between indicators of value and loss for both the expa-
triate and their employers. The second column takes account of the different
motivations that individuals pursue in seeking or accepting work abroad and the
diverse kinds of rationale that organizations have when using international mobil-
ity. The table constitutes a simplified picture of mobility drivers as there are a
multitude of interlinked motives for both individuals and their organizations.
A depiction as exposed in Table 9.1 is not able to take sufficient account either of
the various strengths of the motivations in the complicated process of finding inter-
national assignees (or of them agreeing to expatriation) or of the complex weighing
of decision-influencing variables (cf. Dickmann et al. 2008). Column three spells
out some of the key peer comparators. Relative knowledge about the cost and ben-
efits of expatriation can only be derived with data on meaningful peer groups.

Finally, the fourth column outlines different time considerations; again, linked into
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the primary rationale for international mobility; over which the cost/benefits of
expatriation can be assessed.

There is considerable evidence and good practice advice on how the planning of
an IA can impact on the outcomes at the repatriation stage. In order for the organ-
ization and the individual (in career terms) to recoup the investment in an IA,
alignment of expectations and longer term outcomes become paramount.
Therefore, any assessment of ‘return on investment’ or other value must be time
sensitive as it is linked into the first of these elements, i.e. purpose. For instance,
while skills gap filling may have its payback during an IA, much of the benefits of
a developmental assignment will accrue to the organization after return. Thus, the
retention of individuals who are viewed as global leaders of the future becomes
crucial. Dickmann et al. (2006) found that while performance on assignment gen-
erally increased, performance increase on repatriation was lower, with a substan-
tial variance in performance on repatriation.

These data indicate that rather than the smooth transition from assignment to
heroic return to home base as a well-informed, internationally seasoned and
valued employee, the repatriation experience is much more of a rollercoaster
ride for the individual and potentially for the organization in terms of return on

investment.

CONCLUSION

Although there are many arcas of research that are still untapped, we do have a
considerable amount of information to help formulate some practical steps for the
management of repatriation.

In this chapter, we have suggested that companies should develop better repa-
triation support practices which could help the expatriates to develop a more real-
istic picture of their repatriation (Birdseye and Hill 1995; Stroh et al. 1998;
Sanchez et al. 2007).

We also argue that practitioners could devote more attention to helping man-
agers develop realistic expectations about their work and non-work lives before
repatriation.

Companies and expatriates would benefit from pre-departure career discus-
sions (Pickard 1999; Riusala and Suutari 2000; Suutari and Brewster 2001) and
repatriation job planning, including longer term career planning support (Gomez-
Mejia and Balkin 1987; Forster 1994, Stroh 1995; Riusala and Suutari 2000).

The importance of a named contact person in the home country has been high-
lighted (Napier and Peterson 1991; Riusala and Suutari 2000); re-entry coun-
selling and family repatriation programmes (Harvey 1982; Gomez-Mejia and
Balkin 1987); employee debriefings (Gregersen and Black 1995; Solomon 1995);
succession planning (Derr and Oddou 1991; Gregersen and Black 1995;
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Gregersen et al. 1998; Tung 1998); and performance appraisals including related
development rewards (Solomon 1995; Pickard 1999).

Finally, McCaughey and Brunning (2005) revisited the HR strategies for foreign
assignment success, outlining best practice to improve expatriate experiences.
These include having a repatriation plan that embraces career planning, opportu-
nities to capitalize on newly acquired skills, strategies for knowledge transfer and
enhancing post-assignment job satisfaction. In addition, Bonache and Zarraga-
Oberty (forthcoming) argue that HR practices such as emphasizing the cultural fit
with the local environment in selection of expatriates, extensive training, linking
knowledge transfer to performance evaluation and rewards, de-emphasizing salary
disparity and extensive socialization would create a more fertile relationship for
knowledge transfers and aid the achievements of corporate goals in international
mobility (see Chapter 4).

KEY LEARNING POINTS

® The repatriation eclement of international working has until recently
received the least amount of attention/research focus.

= Connecting the rationale for expatriation with the repatriation phase high-
lights many areas where there is a lack of joined-up thinking.
Time and timing are important factors in the repatriation process.
Longer term outcomes for both organizations and individuals are central to
reaping rewards in the repatriation phase.
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Chapter 10

Careers and expatriation

Jean-Luc Cerdin

CHAPTER OBJECTIVES

By the end of this chapter, readers will have:

an understanding of the development of managers through expatriation
insights into the willingness of individuals to go abroad
an appreciation of individual career characteristics and their impact on both
the type of career pursued internationally and international adjustment

® information about the impact of flexpatriation and foreign experience on
career development
explored the relationship between career and repatriation

" sensitivity to the relationship between career success and international

assignment success

INTRODUCTION

Career management today finds itself at a crossroad of two perspectives, that of
individuals and that of organizations. For individuals, career management consists
of managing one’s own career in order to fulfil personal aspirations. For organiza-
tions, career management contributes to the accomplishment of human resources
objectives. Inkson and Arthur (2001) underline that career management from the
traditional perspective of the organization requires creating consistency between
individual and organizational objectives. Expatriation may be important to career
management from both the individual and organizational perspective. From the
individual perspective, it may be an important part of their career development
and from the organizational perspective, it may be necessary to the organization’s
international development.

Today, concepts of career and expatriation hold multiple meanings. Numerous
career perspectives are applicable to expatriation, such as protean careers (Hall
1996) or boundaryless careers (Arthur and Rousseau 1996). What these two

career perspectives have in common is the fact that they both define individuals’
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careers as becoming more independent of their organizations. To address the issue
of expatriates’ careers, we turn to the literature on careers and the literature on
expatriation. Expatriates are generally defined as employees who temporarily
leave their home-country organization for an assignment lasting a few years in a
foreign subsidiary with the intention of returning to their home country once the
assignment is completed (Guzzo 1997). Alongside this traditional expatriation
develop such forms of international assignment as self-initiated expatriation
(Inkson et al. 1997; Suutari and Brewster 2000), international commuter assign-
ments and frequent international business trips (Mayerhofer et al. 2004).
Whatever the type of international assignment, career success remains a funda-
mental consideration. The issue of career success is a central theme in the litera-
ture on careers. The evaluation of career success necessitates taking into account
the context in which careers develop (Heslin 2005). In this chapter, we consider
international assignment as a particular stage in a career, both for the individual
and the organization.

There are multiple definitions of career success (see Arthur et al. 2005). In the
context of expatriation, what may be considered success by individuals may not be
considered as such by an organization and vice versa (Lazarova and Cerdin 2007).
Arthur et al. (2005) underline that career success can be defined both in objective
terms, where success is measured by quantifiable rewards such as growth in salary
or frequency of promotion, and in subjective terms, where the principal indicator
of career success is the intrinsic satisfaction of individuals with their careers. The
objective/subjective career distinction corresponds with the distinction between
the internal and external career (Hall 1996). From the perspective of the internal
career, the criteria for determining career success are subjective and correspond
to individual aspirations. These criteria for measuring career success are unique for
each individual. From the perspective of the external career, the criteria for career
success are objective in the sense that they are defined ‘outside of” the individual,
for example, by the organization or by society. Tung (1998) proposes that individ-
uals are increasingly viewing expatriation as an enhancement of their internal
career rather than an enhancement of their external career. For example, in the
context of boundaryless careers (Arthur and Rousseau 1996; Parker and Inkson
1999), individuals associate expatriation with personal development, skills acqui-
sition and career advancement. However, if individuals are sceptical about their
opportunities for advancement within their own organization, they may consider
leaving the organization on return from their expatriation or even during their
expatriation.

In this chapter, we refer to the literature on both careers and expatriation. We
begin the chapter with the importance of the international development of man-
agers for the organization. Next, we address the willingness of individuals to work
abroad, examining in particular their attitude towards expatriation, their motiva-

tions and the issue of dual careers. We consider individual career characteristics
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and their impact on both the type of career that individuals pursue internationally
and international adjustment. We then look at two types of international
assignment, ‘flexpatriation” and foreign experience, and their impact on career
development. As the issue of repatriation can be considered a risk in terms of
career, we examine the link between career and repatriation. We finish the chap-
ter by considering the link between career success and international assignment

sSuccess.

DEVELOPMENT OF MANAGERS THROUGH
EXPATRIATION: A STRATEGIC PERSPECTIVE

McCall and Hollenbeck (2002) underline organizations’ need for a proactive
policy in terms of the development of global executives. Expatriation can be one

of the ways for the organization to achieve this development.

Purpose of expatriation

Drawing on the work of Edstrém and Galbraith (1977) carried out in European
multinational firms, Hocking et al. (2004) argue that expatriation assignments are
organized into three major purpose categories, namely business application,
organization application and expatriate learning,

The first purpose category, business application, corresponds to the organiza-
tion’s inability to fill positions using local skills. Organizations cannot always find
the required skills locally, so they must bring in expatriates in order to fill posi-
tions. In this context, the organization’s need to fill positions may take precedence
over its management of individuals’ careers. This approach by the organization can
create difficulties for individuals in terms of their careers, which may materialize
during repatriation.

The second purpose category, organization application, corresponds to the
organization’s international dcvclopmcnt. This dcvclopmcnt dcpcnds in part on
the control and coordination of foreign subsidiaries’ activities and relies on a flow
of information between the headquarters of the organization and its various sub-
sidiaries. Expatriates are critical in this process. As this purpose is part of the orga-
nization’s long-term strategy, the organization is more likely to integrate
expatriation into its management of individuals’ careers.

The third purpose category, expatriate learning, corresponds to the organiza-
tion’s development of its managers. The organization may use expatriation as a
means of achieving this development. In this context, expatriation is an important
stage in managers’ career advancement within the organization, in that expatria-
tion is intended to test managers and place them in situations where they can

acquire the skills necessary for this advancement.
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Organization application and expatriate learning are both strategic purposes of
expatriation. Brief sojourns are insufficient for the expatriate learning purpose, as
the development of skills in an intercultural context necessitates living in another
country for a sufficient period of time. This period of time in general lasts between
1 and 3 years, depending on the country. For example, individuals who are expa-
triated to a European country with a similar culture to that of their own country
may require a shorter period of time to develop their skills. The expatriate learn-
ing purpose is particularly important for the development of high-potential
employees. The expatriation of high-potential employees is likely to be part of
the organization’s career management strategy. In the case of success, the repatri-
ation of employees whose expatriation purpose is expatriate learning is not likely
to create problems in terms of career, as the expatriation of these individuals
is part of organizational career management. Expatriation is a career stage that
is likely to be favourable to these individuals’ career advancement within the

organization‘

International approaches to career management

A concern for organizations is the management of individuals’ careers, which is
primarily achieved through organizational career planning, Organizations may
include expatriation in their career planning in order to ensure the development
of individuals’ skills, which then contributes to individuals’ career advancement
within the organization. Therefore, individuals may need to complete at least one
expatriation in order to advance within the organization. However, all organiza-
tions do not integrate expatriation to the same extent into their organizational
career management. Career management can be defined in relation to the four
classic international approaches proposed by Perlmutter (1969).

Organizations who assume an ethnocentric approach to career management
tend to recruit employees from the parent country for international positions. This
approach offers managers from the parent country great career opportunities, but
limits the career opportunities of employees of other nationalities.

Organizations that follow a polycentric approach try to develop the compe-
tences of local employees in the various countries in which their subsidiaries
are located. Careers are managed at a local level and therefore expatriation is not
central to career planning.

Organizations that follow a geocentric approach adopt a transnational approach
to human resource management and therefore do not favour any one nationality in
their career management. Skills take precedence over nationality in career man-
agement. Some organizations may combine different approaches. For instance, the
transnational approach can be used for top potential seen to be the global leaders
of the future while the regiocentric approach can be targeted at high potentials
envisaged to be lower ranking leaders (Dickmann and Harris 2005).
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The regiocentric approach resembles the geocentric approach but is limited to
aregional level. Career management takes place within one particular geographi-
cal zone and therefore individuals’ expatriations are likely to be limited to coun-
tries within this zone. For example, if an organization’s career management takes
place within the eurozone, there is little likelihood of the individual being expatri-
ated to a country outside eurozone Europe.

Individuals” careers are shaped in part by the organization’s approach to interna-
tional career management and therefore the structural career model can be applied
to this context. In this structural model, individuals’ careers are primarily ‘structured’
by organizational policies, as opposed to the individualistic model, where individuals
themselves are the principal agents of their career advancement (Rosenbaum 1993).
Whether individuals’ careers are shaped by the organization or by individuals them-
selves, an important issue in the link between career and expatriation is the will-

ingness of individuals to take on an expatriation and integrate it into their careers.

Willingness of individuals to work abroad

To study the willingness of individuals to work abroad, we need to examine:

1 individuals’ attitudes towards expatriation
2 motives of individuals in taking on an expatriation

3 issue of dual careers.

These three issues should also be taken into account by organizations in their

career management and in their selection of potential candidates for expatriation.

Individuals’ attitudes towards expatriation

Individuals can be divided into three categories based on their attitudes towards
expatriation (Cerdin 2002):

1 unconditionally non-mobile individuals, whatever the circumstances
2 conditionally mobile individuals, depending on circumstances such as the
expatriation’s location or the individual’s age, family situation or carcer stage

3 unconditionally mobile individuals, whatever the circumstances.

Because individuals’ attitudes towards expatriation can change over time, in
particular the attitudes of conditionally mobile employees, the organization should
assess their willingness to go abroad from the recruitment stage and should
reassess this willingness regularly over the course of individuals’ careers. By taking
into account individuals” willingness to work abroad, the organization can respect

their freedom of choice regarding expatriation. Individuals’ freedom of choice to
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accept an expatriation has fundamental implications for both career success and
international assignment success. For example, in his model of international
adjustment, Cerdin (2002) includes the freedom to accept or turn down an expa-
triation as an explanatory factor of expatriate adjustment: researching French
expatriates, he found that a chosen assignment is likely to be more favourable to
their adjustment than an imposed assignment. Expatriates who establish a connec-
tion between career advancement and expatriation adjust better than those who do
not establish this connection. This finding is in line with the findings of Feldman
and Thomas (1992).

In career management, being aware of individuals’ willingness to work abroad
allows organizations to formulate suitable career paths. The organization can plan
ahead by implementing development programmes for individuals who are open to
the possibility of expatriation. This approach can offer at least two advantages. The
first is the ability to rapidly recruit employees for expatriation when this is
required by the organization. The second advantage is that this development pro-
gramme obliges the organization to formalize the system of expatriate recruitment
and selection. Harris and Brewster (1999) describe the ‘coffee machine’ selection
system in British MNCs where an individual emerges as a potential candidate for
expatriation from a conversation around a coffee machine, without going through
any formal selection process. Planning ahead by the organization should render this

type of recruitment largely obsolete.

Individuals” motives in taking on an expatriation

There are a multitude of influences on the decision of individuals to seek or accept
international work experiences. Dickmann et al. (forthcoming) explore the
importance of more than two dozen motives for and barriers to expatriation,
including influence factors such as security, adventure, life disruption, family,
financial impact, career development, social capital impact and development. Borg
(1988) finds three principal motives among managers in accepting their first expa-
triation, namely, in order of importance, desire for new experiences, better finan-
cial rewards and career advancement. Torbiérn (1976) found these same motives
from a sample of employees that includes categories other than managers.
However, career advancement was given a higher rank in this study. In his study of
French expatriate managers Cerdin (2002) identifies similar motives to work
abroad. The three main motives of French managers in taking on an expatriation are
career advancement, financial reward and personal goals such as the exploration of
another culture. Stahl and Cerdin (2004) asked French and German expatriates to
rank, out of 12 considerations in their decision to accept an international assignment,
the five most important. The results show that French and German expatriates have
many of the same motives in common in accepting an expatriation. Professional

development and personal challenge seem to be the most important motives.
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Text Box 10.1
Expatriation motives

Stahl and Cerdin (2004) show that the most common motives among
French and German employees in taking on an expatriation appear to be

professional and personal development.

Future opportunities for career advancement or financial considerations appear to
be slightly less important. The importance of professional development compared
to future opportunities for career advancement confirms the predominance of the
internal career over the external career in expatriation.

Individuals’ motives in taking on an expatriation can affect expatriation success.
‘Negative” motives, for example, the desire to escape from personal or profes-
sional problems, do not bode well for the success of an international assignment
(Phatak 1989). ‘Positive’ motives are those where the individual seeks an intrinsic
reward from the expatriation, such as the exploration of another culture. In his
study of French expatriates, Cerdin (2002) found that negative motives are linked
negatively to international adjustment, in particular work adjustment, whereas
positive motives are linked positively to international adjustment.

Dual-career couples

Individuals’ willingness to work abroad is also influenced by their family situation.

Harvey and Novicevic (2001) identify six family considerations, namely:

the current stage of the individual’s family lifecycle

the number of children and their stage of education

specific concerns such as special education needs of children, health-related
issues for family members and extended family considerations such as
elderly parents

the family’s previous experiences abroad

the career/professional development of the individual’s partner

A 1 P

the employment potential of the individual’s partner.

These last two considerations are linked to the issue of dual careers.

The issue of dual careers is becoming more and more of a challenge in
the process of expatriation (Smith and Still 1999). Brett et al. (1993) show that
the willingness of individuals to relocate depends strongly on the attitude
of their partners towards this relocation. This is a major issue for the organi-
zation, as the expatriation of individuals can mean disrupting the careers

of their partners. The type of couple that individuals belong to may have an impact
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on their willingness to work abroad. In terms of career, we look at three types of

couples:

the traditional couple where one partner works and the other stays at home
2 the dual-income couple where both partners work but where one of the
incomes is supplementary
3 the dual-career couple where both partners work and share a similar career

level and commitment.

The willingness of the partner to relocate could have less of an influence in the
traditional or dual-income couple than in the dual-career couple. The ‘balance of
power’ within a couple, expressed in terms of status and level of income, seems
tipped in favour of the partner who works and has a career compared to the part-
ner whose income is supplementary or who has no income at all. In a dual-career
couple, in which both partners are equally committed to their career, the power is
generally more balanced.

Dual-career couples may be characterized by both a professional and a family
commitment. Hall and Hall (1979) suggest that there is no single role structure for
dual-career couples, but rather that there are various categories for this type of
couple. For example, the category ‘allies’ corresponds to a couple where both
partners share a dedication to either their family or their career. Their priorities
are identical and do not cause conflicts. If their identity is defined in relation to the
family and their relationships, expatriation will be likely to create difficulties for
both partners. If their identity is defined in relation to career, they may accept that
one of them works abroad while the other pursues his/her own career at home.
Living and working in the same place may not be the top priority for these cou-
ples. ‘Eurocommuting’ (for example, working in Madrid during the week and
rejoining one’s partner in Paris at the weekend) could be an option for this type of
couple. The issue of dual careers is likely to become more and more important
with the development of homogamy (a marriage or partnership between individu-
als of the same status, in terms of having qualifications of the same level) (Forsé
and Chauvel 1995).

A continuum can be used to show the range of policies used by organizations to
address the issue of dual careers in the context of expatriation. At one extreme
there is complete non-intervention and, at the other extreme, taking complete
charge of the partner’s situation. Between these two extremes, there are many
policies that the organization can implement. The extent of the organization’s
involvement depends on the needs of partners, which vary according to factors
such as gender, previous international experience and work-related expectations
(Punnett 1997). For example, the organization could consider compensating part
of partners’ lost income in the case that they give up their jobs to accompany expa-

triates. The organization can further support partners by helping them to find
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employment abroad. Large organizations depend in general on their international
network to help partners pursue their careers. They do this mainly by circulating
international vacancies among themselves. Recently, some larger organizations
have created ‘clubs’ where such vacancies can be advertised to all members.
Organizations may even hire partners when they possess the necessary skills.
However, the legislation of the host country, in particular legislation regarding
work permits, and its economic and social environment may impose strong con-
straints on the organization’s endeavours to assist the partner. The organization can
help partners to formulate their plans for the future, professional or otherwise,
through outplacement. Expatriation can give partners the opportunity to do vol-
untary work or to start or resume their studies. It can also be seen as an opportu-
nity for a career break or the realization of a creative project such as starting a
business. The more important an individual’s expatriation is to the organization,
the more substantial the help it is likely to offer the individual’s partner in terms
of career. Beyond a strong message of recognition, helping partners to adjust to

expatriation can contribute to the success of the expatriation.

Individual career characteristics and expatriation

Some career characteristics such as career stages and career anchors may help to
explain both the type of career that people pursue internationally and their inter-
national adjustment. In an attempt to explain the international adjustment of
French expatriates, Cerdin (2002) developed the international adjustment model
of Black et al. (1991) by adding explanatory variables linked to career theories,
such as career plateaux and career anchors. To date, theories from the literature on
careers have been little integrated into studies of either the types of international

career that individuals pursue or their international adjustment.

Career stages and expatriation

Hall (1976) created a linear model that divides individuals’ careers into four

stages, namely:

exploration period, where individuals search for their career path

2 career establishment and advancement, defined by a series of actions such as
promotions

3 growth, maturity or stagnation corrcsponding to mid-career
period of gradual detachment where individuals gradually withdraw from

their careers.

Hall and Mirvis (1996) re-examine this linear model and propose a recursive

model composed of a repeating succession of these four stages over periods that
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correspond to an individual’s career age. This model captures the growing discon-
tinuity of new careers better. Each expatriation can thus correspond to a career age.

Certain career stages seem more favourable to expatriation than others. From a
sample of French expatriates, Cerdin (2002) finds that 10.4% are in the first stage,
38.1% in the second, 48% in the third and 3.5% in the fourth stage. From the
point of view of the development of skills and organizational development, expa-
triation generally requires individuals to belong to the establishment or
mid-career stage. Stahl and Cerdin (2004) find that a large majority of French and
German expatriates are in the stage of career advancement, while about one-
quarter are in the stage of career establishment. For a minimal percentage of
expatriates, expatriation corresponds to a period of progressive withdrawal. These
percentages may reflect more the organization’s expatriation policy than individuals’
own prcfcrcnccs rcgarding expatriation.

Certain career stages may correspond to career plateaux for individuals.
According to Borg (1988), reduced career possibilities in the home company neg-
atively affect international adjustment. A plateaued manager who chooses an inter-
national assignment in order to escape from this situation may have more difficulty
adjusting than a manager who is not plateaued. Cerdin (2002) showed, from a
sample of 293 French expatriates in 44 countries, that managers who had
plateaued before expatriation had lower levels of international adjustment than

non-plateaued managers.

Career anchors and expatriation

Schein (1978, 1990) defines eight career anchors that guide and influence individ-
uals in their choice of career. Individuals anchored by technical/functional compe-
tence are particularly interested in the technical dimensions of their work, whereas
individuals anchored by managerial competence are stimulated by management
per se, and consider technical specialization to be a trap. Individuals with the
anchor autonomy/independence have a desire to become their own boss and to
work at their own pace. Individuals anchored by security and stability seck a career
that provides them with stability, predictability and long-term employment. Those
with the creativity anchor are entrepreneurs in their attitude and seek work envi-
ronments where their creativity can be expressed. Service/dedication anchored
individuals have a desire to make the world a better place by helping others.
Individuals anchored by pure challenge are driven by the desire to overcome obsta-
cles and solve problems that are supposedly unsolvable. Finally, individuals with
the lifestyle anchor try to integrate their career with their lifestyle and vision of
the world. Suutari and Taka (2004) propose a ninth anchor, the internationalism
anchor, to be added to Schein’s typology. This anchor characterizes individuals
who wish to explore new countries and cultures by working in an international

environment.
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Career anchors may help to explain the type of international career that indi-
viduals choose. For example, individuals anchored by service/dedication may ori-
entate their international careers towards humanitarian work. Individuals
anchored by technical /functional competence may believe an international assign-
ment will enhance their technical expertise. Whatever individuals’ career anchors
may be, they may choose to pursue international careers, perhaps with the excep-
tion of individuals anchored by security and stability, as these individuals appear to
be conceptually opposed to the uncertainty that is inherent to an expatriation.
Nevertheless, certain anchors are generally more present than others in individu-
als who take on expatriation. For example, individuals anchored by international-
ism prefer to develop their skills in an international environment. A recent study
of Finnish expatriates reveals that global careers are most associated with people
with the anchors of internationalism, managerial competence and pure challenge
(Suutari and Taka 2004).

Career anchors may not only influence the type of international career that indi-
viduals choose, but also how these individuals adjust during their expatriation.
Some anchors, such as the security anchor and the lifestyle anchor are not likely to
be favourable to adjustment during expatriation, as individuals characterized by
these anchors appear to be conceptually opposed to the uncertainty that is inher-
ent in the context of expatriation. Other anchors seem more favourable to inter-
national adjustment. For example, as expatriation often offers individuals greater
autonomy (Dunbar 1992), individuals anchored by autonomy are likely to adjust

more easily than other individuals.

Case study 10.1

Paul Bertin

Paul Bertin was identified as a ‘high-potential’ employee in the early years of his
career in a French insurance company, FIC, based in La Défense business district
of Paris. After studying business in a French grande école, he was particularly
attracted by the international career prospects offered by FIC. For Paul, expatri-
ation would allow him to develop his skills so that he could take on positions with
more important managerial responsibilities.

Since being hired by FIC, Paul has met Anna, a Russian who always wanted to
live in France. After studying engineering in Russia, she decided to look for a job
in France. She found a job in a large industrial company in Paris and has blos-
somed in this job, which enables her to keep developing her technical expertise.
Anna is delighted to be in France and her adjustment has been a success.

Paul and Anna have been married for several months when FIC offers Paul an
assignment in one of its most important subsidiaries located in Spain. The human
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resources director informs Paul that this assignment is crucial if he wants to
advance within the organization. When Paul comes home that evening and
announces his news, Anna does not seem to share his enthusiasm. She even asks
him to turn down the assignment.

Questions

1 What are Paul and Anna’s career characteristics?
2 What can FIC do to ensure that Paul accepts the international assignment
and, if he accepts it, how can they help him succeed?

Types of international assignment and career development

There are numerous types of international assignment, including expatriation ini-
tiated by the organization, flexpatriation (e.g. Mayerhofer et al. 2004a; Mayerhofer
et al. 2004b) and self-initiated expatriation or foreign experience (e.g. Inkson et al.
1997; Suutari and Brewster 2000; see also Chapter 11). Whatever the type of
international assignment, individuals are generally given the opportunity to gain
new knowledge, skills and abilities during their international experience, which
can prove beneficial to their careers.

There are many skills that individuals can develop during their international
assignments. For example, Harvey and Novicevic (2004), using the theoretical
frame of political influence theory, suggest that expatriation or inpatriation may
lead to the acquisition of valuable political skills and political capital. Expatriation
may also greatly contribute to the development of individuals’ knowledge, skills,
abilities and other personality characteristics (KSAOs) although personality char-
acteristics and cognitive ability are relatively immutable (Caligiuri 2006). Indeed,
possessing certain personality characteristics such as emotional stability may be
necessary for individuals to experience the developmental benefits from an expa-
triation (Caligiuri 2006).

Flexpatriation and career development

Mayerhofer et al. (2004b), referring to research carried out by Cranfield
University’s Centre for Research into the Management of Expatriation (CReME),
present a new trend in international assignment, namely “flexpatriate’ assignments
(see also Chapter 11). Flexpatriation differs from expatriate assignments (individual
and family move to host country for more than 1 year) and short-term
assignments (individual moves to host country for less than 1 year, perhaps with
family) in that flexpatriates undertake frequent international business trips but
do not relocate abroad. Mayerhofer et al. (2004a) suggest that flexpatriate work may
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facilitate both the development of global competence and a global understanding of
company operations more effectively than a long-term placement in one location.
Compared to expatriates, flexpatriates appear to have less choice in terms of
accepting international work (Mayerhofer et al. 2004a). Flexpatriation does not
appear to be a career choice on the part of the individual, but rather an integral
part of the job. Mayerhofer et al. (2004a) find that expatriate assignments are per-
ceived by individuals to be more favourable to career success than flexpatriate
assignments. As HR involvement in flexpatriation is not as high as involvement in
expatriation, flexpatriation may be riskier in terms of career success.
Nevertheless, flexpatriates are generally self-managing and proactive in dealing
with both career issues and the family and personal demands that may be linked to

their international assignment.

Foreign experience and career development

Individuals may choose to work abroad because they believe this may have a posi-
tive impact on their career advancement. Inkson et al. (1997) propose two models
that explain how an international assignment is initiated and how it is used to con-
tribute to career advancement. The first model corresponds to a traditional expa-
triation, where the initiative for expatriation comes from the organization.
A successful expatriation should allow individuals to develop their skills and to
complete their mission abroad. The second model, named ‘overseas experience’ by
Inkson et al. (1997) and “foreign experience’ by Suutari and Brewster (2000) cor-
responds to an expatriation where the initiative for expatriation comes from the
individual. According to Inkson et al. (1997), an overseas experience ‘is, by defini-
tion, a personal odyssey, initiated and resourced by the self” (p. 352). The objec-
tives are quite diffuse and include ‘seeing the world’ or ‘trying something
different’. Table10.1 compares these two approaches and shows that the litera-
ture on international assignment is mostly dedicated to traditional expatriation
and overlooks foreign experience. Individuals may go abroad on a traditional
expatriation and later move on to another international assignment in the form of

a foreign experience or vice versa.

Tahble 10.1 Contrasting qualities of expatriate assignments

Expatriate assignment Overseas experience
Initiation Company Individual
Goals Company project (specific) Individual development(diffuse)
Funding Company salary and expenses Personal savings and casual earnings
Career type Organizational career Boundaryless career
Research literature Large Nil

Source: Inkson et al. (1997: 352).
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As Yan et al. (2002) specify, the mutual expectations of expatriates and the
organization that were determined at a given point in time can change and later
become invalid. According to the authors, when working in a multinational com-
pany that operates in distinct markets, expatriates can become very specialized in
a local market. If the multinational pulls out of this market, expatriates may
become concerned about their career advancement within the multinational and
go ‘native’ by pursuing their careers in other host-country organizations. Based on
a study of a sample of Finnish graduates, Suutari and Brewster (2000) propose four
categories of individuals who go to work abroad on their own initiative, namely
young opportunists, job seckers, officials and localized professionals. ‘Gone native’
individuals belong to the localized professionals category. Officials are those who
work within international organizations such as the European Union. Job seckers
are those who sought work abroad because they were unemployed or who were
not satisfied with their career in their home country. Young opportunists, getting
overseas experience in the words of Inkson et al. (1997), are just at the beginning
of their career and work most commonly in foreign companies or subsidiaries
located in Europe. University exchanges facilitate the mobility of young people to
foreign countries where they can choose to stay for a certain period of time after
their studies. In France, Tolontariat International en Entreprise (International
Volunteering in Corporations) is a scheme that allows organizations to expatriate
young people for a period of between 6 to 24 months at a much lower cost
than traditional expatriation. Even though these individuals work for the organi-
zation, the French Agency for the International Development of Enterprises
(UBIFRANCE) acts as an intermediary between the two parties. This scheme
gives young people the chance to ‘kickstart’ an international career and to
develop their international skills. In this way, they can start to accumulate
crucial information and knowledge for their future careers, seen as a repository of
knowledge (Bird 2001). Organizations often use this scheme with ultimate
recruitment as an objective. Individuals can participate in this scheme even if they
have not finished their studies. In the context of boundaryless careers, individuals
prefer to study full time abroad in order to develop skills that will be valuable to
them in the labour market, be it the labour market in their home country or
abroad.

The combination of increasingly boundaryless careers and an emerging global
economy could result in self-initiated foreign experience becoming a more preva-
lent form of expatriation. In the context of boundaryless careers, Inkson et al.
(1997) see both expatriation and foreign experience as fundamental building
blocks in the development of skills at the individual, organizational and national
level. Bird (2001) underlines that ‘often the experience is so powerful that it
has a transformative effect on the manager’ (p. 29). The author, among others
(e.g Osland 1995; McCall and Hollenbeck 2002), emphasizes the fact that managers
often return to their home country metamorphozed. Bird (2001) proposes three
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aspects of foreign experience that can explain the fundamental change that occurs

at the individual level:

1 International experience involves many different experiences, both within
and outside work, in particular when a family is involved in expatriation.
It leads to a proliferation of ‘mental maps’.
It also leads to a significant loss, both loss of knowledge of some working
aspects of the organization’s home country and the waning of personal rela-

tionships.

International experience may not just be a period of growth and development,
but also a period of loss. It is an experience that is likely to bring significant
Changcs in individuals perceptions of themselves and their environment.

Expatriation may be seen as a maturation opportunity for individuals (Cerdin
and Dubouloy 2004). In its function as a ‘transitional space’, the expatriation expe-
rience begins well before departure and continues well after return. As Cerdin and
Dubouloy (2004: 977) state, ‘acceptance of reality and construction of a career
plan that integrates the benefit of the expatriation for the individual, particularly
psychic maturation, continues after the expatriate has returned’. The benefits of
expatriation for the individual appear to last beyond the expatriation itself.
Organizations may facilitate this maturation by encouraging individuals to ask
themselves the right questions before expatriation, which should help individuals
to make a decision appropriate to their personal situation and their long-term
plans, in particular their long-term career plan. Nevertheless, the individual and
not the organization is responsible for finding the answers to these questions. This
maturation may allow individuals to ‘paste’ themselves into the organization. The
organization may therefore benefit from this maturation both during expatriation
and repatriation, as individuals who have matured during their expatriation are
likely to be more capable of adjusting on repatriation and are therefore more likely
to transfer what they have learned during their expatriation. However, the study
of Berthoin Antal (2001), carried out on two organizations in Germany, reveals a
weak utilization of expatriates as a resource in the organizational learning process.
The author notes that the organizations studied have little capacity to profit from

expatriates’ broadened state of mind on their return.

Career and repatriation

In the literature on international assignment, repatriation is often presented as a risk
in terms of career (e.g. Baruch and Altman 2002). Drawing on the literature on
career and international assignment, Lazarova and Cerdin (2007) propose that repa-
triation can be considered from two perspectives. Repatriation can either be seen as

a career risk (traditional view) or as a career opportunity (emerging view).
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Traditional view

The traditional view presents repatriation as a source of frustration and concerns,
both personal and professional, for individuals. The three principal concerns and

personal difficulties related to repatriation are:

reverse culture shock for individuals and their families

2 changes in lifestyle along with loss of social status, which worsens reverse
culture shock

3 changes in financial situation due to both the loss of expatriation-linked ben-

efits and financial costs associated with relocation to the home country.

In addition to these personal difficulties, there are three professional concerns

linked to repatriation, namely:

1 under-utilized skills
2 lack of recognition

3 restricted career opportunities.

Repatriation could then potentially be a career disaster for individuals who
accept an international assignment (Baruch and Altman 2002).

According to the traditional view, organizations are responsible for the bleak state
of repatriation retention. Lazarova and Cerdin (2007) find that repatriation support
provided by the organization is negatively related to the intention to leave after repa-
triation. The failure to provide repatriates with adequate support may prove to be
costly for organizations as it may result in the loss of skills due to repatriates’ depar-
ture from the organization. Competitors thus gain skills that they did not help to
develop and organizations do not fully profit from individuals’ international experi-
ence. Weak retention rates and the frustrations of repatriates may negatively affect a
potential expatriate’s decision to accept an international assignment. Indeed, poten-
tial expatriates could turn down an assignment when they encounter repatriates who
express their frustration about their situation on return, especially
disappointment regarding their unmet expectations related to career advancement.

Caligiuri and Lazarova (2001) propose a range of practices, including career
management practices, that organizations can use to facilitate repatriation. The
French repatriates from the sample of the study carried out by Lazarova and
Cerdin (2007) provide insight into the implementation of these career manage-
ment practices in 10 French multinationals. The study also shows how important
French repatriates consider these practices to be for repatriation success. In the
sample, 70% of repatriates consider career planning sessions, where they can
discuss their carcer-related concerns with management before repatriation, to

be extremely important for repatriation success. Another practice judged to be
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Text box 10.2
Practices in career management

Three practices in carecer management are considered important for repa-
triation success by French repatriates: career planning sessions, demonstra-
tion by the organization that it values international experience and formal
mentoring programmes. However, according to the repatriates sampled,
these practices are not implemented to a large extent by their organizations
(only 49% use career planning sessions, 25% claimed that the organization
demonstrated that it values international experience and 2% of organiza-

tions use formal mentoring programmes).

extremely important for repatriation success is the demonstration by the organi-
zation that it values international experience, thus showing individuals that expa-
triation can be beneficial to their career. This practice is deemed to be extremely
important by 65% of repatriates, yet only 25% of the organizations sampled
implement it. For French repatriates, a successful international assignment
depends particularly on their perception of future career advancement prospects
on return. They are particularly concerned about job opportunities on return and
about building their careers over the long term, which is consistent with the con-
clusions of Yan et al. (2002). According to these repatriates, formal mentoring pro-
grams are almost non-existent in the 10 French MNCs sampled. However, 20% of
the repatriates consider them to be important. The mentoring system has the
advantage of maintaining a link between expatriates and their home organizations.
Individuals can follow developments in the organization during their expatriation
and remain potential candidates for career advancement opportunities. The litera-
ture on careers emphasizes the important role of mentoring and access to infor-

mation on career success (Seibert et al. 2001b).

Emerging view

In addition to the traditional approach, which is centred on the frustration of repa-
triates, Lazarova and Cerdin (2007) propose an emerging view centred on individ-
uals’ proactivity regarding their repatriation. The emerging view is consistent with
current research on careers, in particular boundaryless careers and protean
careers. It is also in line with recent studies that examine expatriation or repatria-
tion from a career perspective (Inkson et al. 1997; Tung 1998; Riusala and Suutari
2000; Suutari and Brewster 2001; Leiba-O’Sullivan 2002; Stahl et al. 2002;
Suutari and Brewster 2003; Stahl and Cerdin 2004).

Stahl et al. (2002) report German expatriates’ dissatisfaction with their organ-

izations’ management of the repatriation process, yet many of the expatriates were
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‘nonchalant’ regarding the outcome of their repatriation. Stahl and Cerdin (2004)
find that one-third of their sample of French and German expatriates were scepti-
cal about the positive impact that their international assignment would have on
their career advancement within their current organizations. However, an over-
whelming majority were confident that it would have a positive impact on their
future career opportunities among other possible employers. In their study of
Finnish expatriates, Riusala and Suutari (2000) report that the major concerns of
these expatriates were related to their exact responsibilities after repatriation,
rather than their general career expectations after repatriation. Likewise, in exam-
ining the experiences of repatriated Finnish engineers, Suutari and Brewster
(2003) found that most respondents reported that their international assignments
had a positive impact on their career advancement, albeit not necessarily in the
organization that expatriated them. Finally, Leiba-O’Sullivan (2002) suggests that
proactive personality characteristics drive proactive behaviours that, in turn, are
favourable to the success of the repatriation.

Building on the empirical findings and theoretical arguments of career research,
Lazarova and Cerdin (2007) suggest that:

®  What individuals do to accomplish personal career objectives may be central
to understanding repatriation retention.
m  Career development opportunities may exist within an individual’s current

organization but may also be offered by external employers.

From their sample, which consists of a majority of French repatriates, they
find that the availability of alternative employment opportunities is positively
related to the intention to leave after repatriation. They also find that proactive
career development behaviours are significantly related to the intention to leave
after repatriation.

Their results also show that the traditional and emerging views of repatriation
can be combined. Both organization-provided repatriation support and the avail-
ability of alternative employment opportunities contribute independently to the
intention to leave after repatriation. Nevertheless, repatriation support in itself is
a significant predictor of the intention to leave, but when considered in the pres-
ence of career activism (actions taken by an individual to take charge of or be in
control of one’s career) it does not contribute additional variance to the intention
to leave.

Lazarova and Cerdin (2007) propose that these results have practical implica-
tions for individuals’ careers on repatriation. Integrated repatriation support prac-
tices appear to be effective in reducing unwanted turnover. However, these
practices may not be enough for retaining repatriates, as there are influences on
repatriate retention that are outside the control of organizations. Organizations

must also recognize that they cannot retain their repatriates at any cost. From the
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perspective of boundaryless careers, repatriates may have their own career agenda,
and their career activism may lead them to pursue their career outside the organ-

ization that expatriated them.

CAREER AND INTERNATIONAL ASSIGNMENT: A
PERSPECTIVE OF SUCCESS

The success of an international assignment encompasses the stages of both expatri-
ation and repatriation and affects both individuals and organizations. Yan et al.
(2002) propose two dimensions for measuring the success of an international
assignment (Table 10.2). One dimension takes into account the interests of the
individual and the organization. The other dimension takes into account the stages
of expatriation and repatriation, where expatriation success is measured from a
short-term pcrspcctivc and rcpatriation success is measured from a 1ongcr term
perspective. An international assignment may be a success in the short term during
expatriation but a failure in the long term on repatriation and therefore may be
considered a mitigated success (Yan et al. 2002). The authors also emphasize the
fact that individuals and organizations each have different success criteria for inter-
national assignments.

The literature on international assignments proposes numerous criteria for
expatriation success from both the individual and organizational perspective.
International assignment success from the individual perspective may be defined in
terms of individual career success. This individual career success can be measured
according to one subjective or intrinsic career outcome, career satisfaction and
two objective or extrinsic career outcomes, promotion and pay increase (Seibert

et al. 2001a). Other variables such as job satisfaction, perceived international

Table 10.2 Possible success criteria for international assignments

Benefits
Individual Organizational
Expatriation m Task performance m Accomplishment of
(shorter term) organizational tasks
m Skill building, learning, growth m Achievement of key
m Job satisfaction organizational objectives

Assignment stage

m Continual development
m Attractive future assignments  m Retention of repatriated

employee
Repatriation m Promotion m Utilization of new expertise
(longer term) m Enlargement of responsibility — m Transfer of expertise

Source: Yan et al. (2002: 378)
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knowledge, skills and abilities acquisition and perceived network and relationship
building can also define international assignment success from the individual per-
spective. Drawing on Yan et al. (2002) and Harzing and Christensen (2004), we can
propose measuring international assignment success from the organizational per-
spective by four criteria: performance (in terms of the achievement of key organi-
zational objectives and the accomplishment of organizational tasks), transfer of
expertise, network and relationship building and retention of employees.
International adjustment usually features as a criterion for international assign-
ment success in the research on expatriation (e.g. Black et al. 1991; Bhaskar-
Shrinivas et al. 2005). This research contributes to the understanding of
international assignment success by using two outcomes of international adjust-
ment as international assignment success criteria, namely performance at work
and completion of an assignment in its totality. However, this research generally
overlooks variables linked to individuals’ careers. It could be worthwhile in future
studies to further examine the congruence between certain career variables such

as career anchors and the characteristics of an international assignment.

CONCLUSION

International assignment should be considered as an integrated process that takes
the perspective of both the individual and the organization into account, combines
different theoretical approaches and considers both the stage of expatriation and
repatriation (Yan et al. 2002). Much of the difficulty of career management lies in
taking into account the perspectives of the different parties involved. This is par-
ticularly relevant in the context of international assignment, as individuals and
organizations may pursue different objectives in terms of career. As a result, career
management and international assignment success can have different meanings for
the individual and the organization.

International assignments are becoming more and more diverse, not only in
terms of their length, location and the career stage during which they take place
but also in terms of who initiates the international assignment. Individuals can con-
sider international assignment as a particular period in their careers. Each career
period spent abroad can happen as a short-term assignment (1 year or less),
medium term assignment (2 to 3 years), or long-term assignment (over 3 years).
In the case that individuals’ families relocate with them abroad, these may be con-
sidered traditional expatriations. In addition to these traditional expatriations, less
traditional forms of international assignment have developed; for example, inter-
national commuter assignments and flexpatriate assignments, where neither indi-
viduals nor their families relocate abroad. The time that individuals spend working
abroad can range from less than 1 year to spending their whole carcer abroad.

Their careers abroad can encompass multiple forms of international assignment.
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These international assignments can be carried out in the employment of one
organization or of several. They can take place in one geographic zone or numer-
ous regions. These various forms of international assignment create many different
career paths for individuals and thus result in many different definitions of career
success (Cerdin and Bird 2008).

In their aspiration to succeed in their careers, individuals may integrate interna-
tional assignments into their careers. These assignments can contribute to their
career success, however they define this success. In their endeavour to develop
internationally, organizations may consider developing the careers of their employ-
ees, in particular the careers of talented employees, through the different forms of
international assignment that are available to them. This chapter examined the link
between career and expatriation in considering expatriation as a particular stage in
a career. It also aimed to both advance the understanding and encourage further
study of the link that appears to exist between international assignment success

and career success .

KEY LEARNING POINTS

® The extent to which the organization integrates expatriation into its career
management policies varies according to the purpose of expatriation. Career
management also depends on the organization’s international approach.

® Being aware of individuals” willingness to go abroad means organizations
can avoid ‘coffee machine selection’. This same awareness on the part of
individuals can help them to choose the type of assignment that they are
best suited to.

®  Carecer stages and career anchors are important career characteristics that
can help to explain both the type of career that individuals choose and inter-
national adjustment.

® With the development of boundaryless careers, flexpatriation and self-
initiated foreign experience have become more common. The traditional
expatriation model may therefore no longer be the main path to inter-
national experience and career development.

® The repatriation stage of an international assignment can pose a career risk
for individuals. However, for individuals who display career activism, it can
be a career opportunity.

® International assignment success may lead to career success and career suc-
cess may be one measure of international assignment success. Therefore,
career success and international assignment success are intrinsically linked.

® International assignment success encompasses the stages of both expatriation
and repatriation. It is evaluated both from the point of view of the individual
(development of skills and career development) and from the point of view
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of the organization (performance, in terms of the achievement of key organi-
zational objectives and the accomplishment of organizational tasks; transfer

of expertise; network and relationship building and retention of employees).

REFERENCES

Arthur, M.B. and Rousseau, D.M. (1996) The Boundaryless Career: A New Employment
Principle for a New Organizational Era, New York: Oxford University Press.

Arthur, M.B., Khapova, S.N. and Wilderom, C.P.M. (2005) ‘Career success in a bound-
aryless career world’, Journal of Organizational Behavior 26:177-202.

Baruch, Y. and Altman, Y. (2002) ‘Expatriation and repatriation in MNCs: a taxonomy’,
Human Resource Management 41,2:239-259.

Berthoin Antal, A. (2001) ‘Expatriates’ contributions to organizational learning’,
Journal of General Management 26, 4:62—-84.

Bhaskar-Shrinivas, P., Harrison, D.A., Shaffer, M.A. and Luk, D.M. (2005) ‘Input-based
and time-based models of international adjustment: meta-analytic evidence and the-
oretical extensions’, Academy of Management Journal 48, 2:257-281.

Bird, A. (2001) ‘International assignments and careers as repositories of knowledge’, in
M. Mendenhall, T. Kuehlmann and G. Stahl (eds) Developing Global Business
Leaders: Policies, Processes and Innovations, Westport, CT: Quorum Books.

Black, J. S., Mendenhall, M. and Oddou, G. (1991) ‘Toward a comprehensive model of
international adjustment: an integration of multiple theoretical perspectives’,
Academy of Management Review 16, 2:291-317.

Borg, M. (1988) International Transfers of Managers in Multinational Corporations,
Acta Universitatis Upsaliensis, Studia Oeconomiae Negotorium, 27, Uppsala.

Brett, J. M., Stroh, L. K. and Reilly, A. H. (1993) ‘Pulling up roots in the 1990s: who's
willing to relocate?’, Journal of Organizational Behavior 14: 49—60.

Caligiuri, P.M. (2006) ‘Developing global leaders’, Human Resource Management
Review 16: 219-228.

Caligiuri, P. and Lazarova, M. (2001) ‘Strategic repatriation policies to enhance global
leadership development’, in M. Mendenhall, T. Kuehlmann and G. Stahl (eds)
Developing Global Business Leaders: Policies, Processes and Innovations, Westport,
CT: Quorum Books.

Cerdin, J.L. (2002) L’expatriation, 2nd edn, Paris: editions d’Organisation.

Cerdin, J.L. and Bird, A. (2008) ‘Careers in a global context’, in M. Harris (ed.)
Handbook of Research in International Human Resources, Mahwah, NJ: Lawrence
Erlbaum.

Cerdin, J.L. and Dubouloy, M. (2004) ‘Expatriation as a maturation opportunity: A psy-
choanalytical approach based on “‘copy and paste’”/, Human Relations 57, 8:957—981.

Dickmann, M. and Harris, H. (2005) ‘Developing career capital for global careers: the
role of international assignments’, Journal of World Business 40, 4:399-408.

Dickmann, M., Doherty, N., Mills, T. and Brewster, C. (forthcoming) ‘Why do they go?
Individual and corporate perspectives on the factors influencing the decision to
accept an international assignment’, International Journal of Human Resource
Management.

Dunbar, E. (1992) ‘Adjustment and satisfaction of expatriate U.S. personnel’,
International Journal of Intercultural Relations 16: 1-16.

213



JEAN-LUC CERDIN

Edstrom, A. and Galbraith, J.R. (1977) ‘Transfer of managers as a control and coordi-
nation strategy in multinational organizations’, Administrative Science Quarterly 22:
11-22.

Feldman, D.C. and Thomas, D.C. (1992) ‘Career management issues facing expatriates’,
Journal of International Business Studies 23: 271-293.

Forsé, M. and Chauvel, L. (1995) ‘L’évolution de I’homogamie en France’, Revue
Francaise de Sociologie 36:123-142.

Guzzo, R.A. (1997) ‘The expatriate employee’, Trends in Organizational Behavior 4:
123-137.

Hall, D.T. (1976) Careers in Organizations, Santa Monica, CA: Goodyear.

Hall, D.T. (1996) ‘Protean careers of the 21st century’, Academy of Management
Executive 10:8-16.

Hall, D.T. and Mirvis, P.H. (1996) ‘The new protean career: psychological success and
the path with a heart’, in D.T. Hall and Associates (eds) The Career is Dead — Long
Live the Career, San Francisco: Jossey—Bass.

Hall, F.S. and Hall, D.T. (1979) The Two—Career Couple, Boston, MA: Addison-Wesley.

Harris, H. and Brewster, C. (1999) ‘The coffee-machine system: how international selec-
tion really works’, International Journal of Human Resource Management
10,3:488-500.

Harvey, M. and Novicevic, M.M. (2001) ‘Selecting expatriates for increasingly complex
global assignment’, Career Development International 6, 2:69-86.

Harvey, M. and Novicevic, M.M. (2004) ‘The development of political skill and political
capital by global leaders through global assignments’, International Journal of
Human Resource Management 15,7:1173-1188.

Harzing, A.W. and Christensen, C. (2004) ‘Expatriate failure: time to abandon the con-
cept?, Career Development International 9, 7: 616—626.

Heslin, P.A. (2005) ‘Conceptualizing and evaluating career success’, Journal of
Organizational Behavior 26:113-136.

Hocking, J.B., Brown, M. and Harzing, A.W. (2004) ‘A knowledge transfer perspective
of strategic assignment purposes and their path-dependent outcomes’, International
Journal of Human Resource Management 15, 3:565-586.

Inkson, K. and Arthur, M.B. (2001) ‘How to be a successful career capitalist’,
Organizational Dynamics 30, 1:48-61.

Inkson, K., Arthur, M. B., Pringle, J. and Barry, S. (1997) ‘Expatriate assignment versus
overseas experience: contrasting models of international human resource develop-
ment’, Journal of World Business 32,4:351-368.

Lazarova, M, and Cerdin, J.L. (2007) ‘Revisiting repatriation concerns: organizational
support vs. career and contextual influences’, Journal of International Business
Studies.

Leiba-0’Sullivan, S. (2002) ‘The protean approach to managing repatriation transi-
tions’, International Journal of Manpower 23,7:597-616.

Mayerhofer, H., Hartmann, L. and Herbert, A. (2004a) ‘Career management issues for
flexpatriate international staff’, Thunderbird International Business Review 46, 6:
647-666.

Mayerhofer, H., Hartmann, L.C., Michelitsch-Rield, G. and Kollinger, 1. (2004b)
‘Flexpatriate assignment: a neglected issue in global staffing’, International Journal
of Human Resource Management 15: 1371-1389.

McCall, M.W. and Hollenbeck, G.P. (2002) Developing Global Executives, Cambridge,
MA: Harvard Business School Press.

214



CAREERS AND EXPATRIATION

Osland, J. (1995) The Adventure of Living Abroad: Hero Tales from the Global
Frontier, San Francisco: Jossey-Bass.

Parker, P. and Inkson, K. (1999) ‘New forms of career: the challenge to human resource
management’, Asia Pacific Journal of Human Resources 37: 76-85.

Perlmutter, H. (1969) ‘The tortuous evolution of the multinational corporation’,
Columbia Journal of World Business 4, 1: 9-18.

Phatak, A.V.(1989) International Dimensions of Management, Boston, MIA: PWS-Kent
Publishing Company.

Punnett, B.J. (1997) ‘Towards effective management of expatriate spouses’, Journal of
World Business 32, 3:243-257.

Riusala, K. and Suutari, V. (2000) ‘Expatriation and careers: perspectives of expatriates
and spouses’, Career Development International 5, 2:81-90.

Rosenbaum, J.E. (1993) ‘Organization career system and employee misperceptions’, in
M.B. Arthur, D.T. Hall and B.S. Lawrence (eds) Handbook of Career Theory,
Cambridge: Cambridge University Press.

Schein, E.H. (1978) Career Dynamics: Matching Individual and Organisational Needs,
Reading, MA: Addison-Wesley.

Schein, E.H. (1990) Career Anchors: Discovering Your Real Values, San Diego, CA:
Pfeiffer & Company.

Seibert, K.M., Kraimer, M.L. and Crant, J.M. (2001a) ‘What do proactive people do?
A longitudinal model linking proactive personality and career success’, Personnel
Psychology 54, 4:845-874.

Seibert, S.E., Kraimer, M.L. and Liden, R.C. (2001b) ‘A social capital theory of career
success’, Academy of Management Journal 44,2:219-238.

Smith, C.R. and Still, L.V. (1999) *‘Managing the dual-career expatriate’, Workshop on
Expatriation, EIASM, September, Madrid.

Stahl, G.K. and Cerdin, J.L. (2004) ‘Global careers in French and German multinational
corporations’, Journal of Management Development 23, 9:885-902.

Stahl, G.K. Miller E.L. and Tung, R.L. (2002) ‘Toward the boundaryless career: a closer
look at the expatriate career concept and the perceived implications of an interna-
tional assignment’, Journal of World Business 37, 3:216-227.

Suutari, V. and Brewster, C. (2000) ‘Making their own way: international experience
through self-initiated foreign assignment’, Journal of World Business 35, 4:
417-436.

Suutari, V. and Brewster, C. (2001) ‘Expatriate management practices and perceived
relevance’, Personnel Review 30, 5/6:554-577.

Suutari, V. and Brewster, C. (2003) ‘Repatriation: empirical evidence from a longitudi-
nal study of careers and expectations among Finnish expatriates’, International
Journal of Human Resource Management 14,7:1132-1151.

Suutari V. and Taka, M. (2004) ‘Career anchors of managers with global careers’,
Journal of Management Development 23, 9:833—-847.

Torbiorn, 1. (1976) Att Leva Utomlands — En Studie av Utlandssvenskars Anpassning,
Trivsel och Levnadsvanor [Living Abroad — A Study of the Adjustment of Swedish
Overseas Personnell, Stockholm: SNS.

Tung, R.L. (1998) ‘American expatriates abroad: from neophytes to cosmopolitans’,
Journal of World Business, 33, 2:125-144.

Yan, A., Zhu, G. and Hall, D.T. (2002) ‘International assignment for career building:
a model of agency relationships and psychological contracts’, Academy of
Management Review 27, 3:373-391.

215






Part 111

Strategic challenge or
situational response?






Chapter 11

Modern forms of
International working

Wolfgang Mayrhofer, Paul Sparrow and Angelika
Zimmermann

CHAPTER OBJECTIVES

By the end of this chapter, readers will have:

® an appreciation of the demand and supply factors that have led to modern
forms of international working beyond expatriation

® an understanding of the main characteristics and consequences for organiza-
tions of these different forms of international working

® a picture of an organizational example of best practice in managing issues of
intercultural training across these more diverse forms of working

B asensitivity to the issues that determine whether these developments repre-
sent a fragmentation of international resourcing or a coherent strategy

® an idea of the issues that could form a future research agenda around these
developments

INTRODUCTION

International assignments — traditionally seen as the management of expatriates
and various aspects of the expatriation process — are an established element of
international human resource management (IHRM) in academia and practice.
Consequently, related literature flourishes. It ranges from overview and textbook
contributions about expatriates and global leaders (Mendenhall et al. 2000; Dowling
et al, 2008) to detailed analyses and recommendations about different elements of
expatriation such as recruitment and selection (Guthrie et al. 2003), adaptation and
acculturation processes (Ward 1996) or repatriation (Linehan and Mayrhofer 2005).
In practice, expatriation is a substantial part of IHRM activities, too. A recent survey
(GMAC 2005) suggests that in 2005 47% of the organizations surveyed expected

growth in the size of their expatriate workforce.
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However, there have been shifts in both supply and demand factors that have
brought substantial changes in the area of working internationally. A number of
other forms of international working with labels such as flexpatriation, frequent
travelling, or international commuting (Harris et al. 2005) have gained impor-
tance. Despite some differences, they have one thing in common: they deviate
from classic expatriation and the respective expatriation cycle. Three influencing
factors are responsible for the emergence of these modern forms.

First, a changing macro-environment creates new demands for working beyond
national borders. Globalized business processes, efforts to create markets with few
barriers for business transactions through legal frameworks such as the GATT, or
emerging supra-national institutions such as the European Union (EU) have
changed the economic situation and stimulated exchange of goods, services and
people worldwide. Supporting international mobility is on the political agenda in
many countries. For example, in 2002 the European Commission proposed a plan
to make it easier for Europe’s workers to find and move to jobs anywhere around
the continent. The EU also proposed making the tax, pension and social security
systems across the EU more compatible and to increase immigration from outside
the EU. Programmes such as SOCRATES, Leonardo da Vinci or TEMPUS support
European exchange of people and create informal networks of understanding and
contacts and lead to insight into different ways of living.

Second, organizations create additional demand for an international workforce
themselves. For Salt and Millar (2006), three demand factors have fuelled growth
in modern forms of international working: the need for skilled international
employees to help build new international markets; temporary and short-term
access to specialized talent in sending countries to assist the execution of overseas
projects; and the need for highly mobile elites of managers to perform boundary-
spanning roles to help build social networks and facilitate the exchange of knowl-
edge. Businesses operating across national borders see individuals” willingness to
follow the work demand across national borders as part of the implicit — and often
explicit — work contract. In a similar way, project dominated organizational forms
often require working intcrnationally (Harris 2000).

Third, career concepts and profiles of individuals interested in working interna-
tionally have changed substantially, due to changing individual concepts of work
and career in general, e.g. alternatives to traditional work arrangements such as
boundaryless (Arthur and Rousseau 1996) or protean careers (Hall and Mirvis
1996), a greater diversity of work arrangements beyond 40 hours/5 days a week,
and a variety of different career patterns such as patchwork or spiral carcers
(Brousseau et al. 1996). The profile of the people working abroad has changed and
now includes:

® a rising number of individuals from outside the headquarters country such
as ‘third-country nationals’, i.e. not from the home or the host country

220



MODERN FORMS OF INTERNATIONAL WORKING

® inpatriates, i.e. people brought into headquarters; often aiming at improving
the capabilities and networks of people working abroad (cf. Chapter 12)

® an increasing number of women who still face substantial barriers in their
international careers (see Chapter 13)

®  the more frequent occurrence of dual-career couples where both partners
pursue an occupational career of their own: in this case one of them does not
mcrcly act as ‘trailing partncr’ during an international assignmcnt

(cf. Chapter 10).

Summarizing this, Briscoe and Schuler (2004: 223) observe that the definition
of ‘international employee’ inside organizations has continued to expand: “The tra-
dition of referring to all international employees as expatriates — or even interna-
tional assignees — falls short of the need for international HR practitioners to
understand the options available ... and fit them to evolving international business
strategies.” There are now a wide range of options that can enable the global
resourcing of work in organizations.

In this chapter, in order to understand the context of resourcing work on an
international basis, we include research on what at first sight appears to be a frag-
mentary group of individuals, ranging from contract expatriates; assignees on
short term or intermediate term foreign postings; permanent cadres of global
managers; international commuters; employees utilized on long-term business
trips; international transfereces moving from one subsidiary to another; self-
initiated movers who live in a third country but are willing to work for a multina-
tional; international employees active in cross-border project teams; immigrants
actively and passively attracted to a national labour market; domestically based
employees in a service centre but dealing with overseas customers, suppliers and
partners on a regular basis; and skilled individuals working in geographically
remote centres of competence or excellence, i.e. serving global operations. The
core of this chapter will outline their major characteristics and analyse individual

and organizational consequences.

DIFFERENT FORMS OF INTERNATIONAL WORKING

International commuters and employees utilized on extended
business trips

International commuters and extended business trips are widespread modifica-
tions of the full-scale expatriation process (Peppas 2004; Harris et al. 2005).
International commuter assignments involve a specific workplace abroad to
which employees travel on a regular basis, most often weekly or bi-weekly. While
the employee works abroad, spouse and family — if existent — stay at home.
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Extended business trips, often also termed frequent traveller or flexpatriate
assignment (Mayerhofer et al. 2004b), deviate from ‘normal’ trips in terms of
duration or frequency. Individuals do not relocate, but visit their work place
abroad during business trips undertaken very often or lasting longer than usual.

The following two examples illustrate both forms of working abroad. In 2004,
OMY, the Austrian oil company, bought the majority of shares of Petrom, the
national Romanian oil company with roughly 50,000 employees at that time. In the
immediate aftermath of the acquisition, about 80 experienced Austrian headquar-
ter managers were expatriated to Romania following the classical expatriation
format. However, some key positions were filled through international commut-
ing. For example, between 2004 and 2006 the senior vice-president of corporate
human resources located at the OMV headquarters in Vienna spent 3 days a week
at the operations in Romania. The German clothing industry provides an example
for extended business trips used for ‘quality engineers’ dealing with several coun-
tries and the local operations in low-cost countries. The quality engineers have to
secure that the products meet the required standards set by the parent company
and are delivered on time. They spend a considerable or most of their working
time abroad, yet do not move permanently because they regularly have to be at
headquarters to report and receive updated information (see Mayrhofer and
Scullion 2002).

Compared to classical expatriation, these forms of working internationally have
the following consequences for the individuals and organizations involved (for a
more detailed view see Mayerhofer et al. 2004b). First, at the individual level they
affect the lives of the persons profoundly. The involved working patterns are fre-
qucntly incompatiblc with familiar daily routines. In addition, frcqucnt and often
little predictable absences can conflict with the established social routines both
within the family and in the broader social context. In the long run, this can entail
the danger of stress and burnout. Contrariwise, being a boundary-spanning person
regularly living in more than one location also has a number of secondary gains.
This includes the broadening of the mindset due to the great variety of impres-
sions, an increasing competency of quickly adapting to changing environments or
areflective distance to occurrences at one’s base which is supported by leaving also
physically. Second, these forms of working internationally affect a greater number
of employees. While classical expatriation often is limited to key positions requir-
ing substantial administrative support and financial resources, both international
commuting and extended business trips can be used across a broader spectrum of
employees. At the same time, the total cost involved is potentially lower since spe-
cific procedures for selection, training, financial incentives, etc. are less required
or obsolete. Third, both alternative forms offer greater flexibility for the organiza-
tion. Duration of the arrangement, geographical scope or content of work can
more casily and at comparatively short notice be changed. In turn, this promises

cost savings and short reaction times. Fourth, they affect different parts of the
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organization. In classical expatriation, HR departments play a key role in all parts
of the process. International commuting and extended business trips are less prone
to standardized central procedures and large parts of it are handled without HR
specialists. This constitutes some risk since some of the issues involved such as han-
dling cultural differences or coping with constantly changing work and social envi-
ronments require HR expertise. Nevertheless, it also helps to simplify the process
of working abroad. Fifth, less involvement of the HR specialist puts more empha-
sis on individual employees’ abilities to cope with the situation on their own or to
getaccess to supporting resources such as information, coaching or peer networks
(Mayerhofer et al. 2004a). Finally, less involvement of HR specialists and central
coordination poses the danger of greater fragmentation, less consistency over time
and less knowledge flow between various parts of the organization dealing with

these forms of working intcrnationally.

International transferees

Individuals moving from one international assignment to the next are not new for
THRM (sce also Chapters 5 and 12). In the diplomatic service, for example, they
are the rule rather than the exception. In companies operating across national bor-
ders, this group traditionally consisted of classical expatriates not returning to
their home organization after their foreign assignment. They were certainly not a
large-scale phenomenon and partly seen more as a liability than an asset. Again, the
situation has changed considerably over the past decades. Mainly related to an
accelerating speed of internationalization, the creation of an international orienta-
tion within crucial members of the organizational management team is regarded
as essential: ‘Developing a multicultural, international management is considered
to be one of the primary requisites of competing in the global marketplace success-
fully’ (Harvey et al. 1999a: 39). Increasing the number of managers with interna-
tional work experience and management teams with a mixed cultural background
are important measures for achieving this goal.

Two groups of individuals contribute to these efforts. Inpatriate managers are
closely familiar with more than one culture due to their personal or job history.
Coming from countries other than the home-country organization, they are
assigned to the home country on a semi-permanent or even permanent basis
(Harvey et al. 1999b). Global managers take the international career orientation
one step further and opt for ‘aspatial careers’ (Suutari 2003: 1891f.). For them, dif-
ferentiations between home, host- or third-country designation become meaning-
less as they are no longer attached to specific countries. Rather, they commit
themselves to a longer period of international positions irrespective of the specific
country, either by consecutive international positions or interrupted only briefly
by their ‘return’ to a basis, e.g. organizational headquarters. Organizations can use

them wherever staffing needs arise worldwide. In terms of their personal career
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anchors (Schein 1978), developing management expertise and looking for chal-
lenges seem to be crucial (Suutari and Taka 2004).

Examples of inpatriates managers abound in European companies enlarging into
formerly communist countries in eastern Europe. Managers of newly acquired
companies or founded subsidiaries were transferred for considerable periods of
time to headquarters operations. For example, during the late 1990s, Flextronics,
a leading global player in the original equipment manufacturing business, trans-
ferred key people of their newly founded subsidiaries in Hungary to longer estab-
lished subsidiaries to support professional socialization, transfer of cultural values
in both directions and increase the global mindset of its employees. At about the
same time, Fluor Corporation, one of the world’s largest publicly owned engineer-
ing, procurement, construction, and maintenance services companies based in the
USA, reorganized its staff to achieve a greater potential of internationally capable
managers. It developed mobile global managers working in multiple offices and
facilities worldwide, thus connecting dispersed operations and forming matrix
teams (Stanck 2000).

These forms of working internationally have a number of consequences. First,
while inpatriation combines several positive aspects of expatriation and working
with locals, some of the problems arising are strikingly similar to classical expatri-
ation. Examples include acting as boundary-spanning persons, coping with cultural
and/or economic distance between countries involved, stress due to acculturation
processes or adapting to the local organizational culture. Although these topics
are familiar for IHRM, their concrete form of appearance is new since many of the
structural characteristics of inpatriation clearly differ from expatriation (e.g. the
relative internal importance of the sending and receiving organizational unit or
the ascribed social status of inpatriates). Second, early international assignments
are crucial when trying to build a cadre of internationals. A study of Finnish global
managers (Suutari 2003) shows that while roughly half of them had a global orien-
tation from the outset, half of them changed to a long-term international career
orientation after their first assignment abroad. Third, inpatriates can be used as
‘linking pins’ between various parts of the organizations as well as between the
organization and the environment. This contributes to a more strategic global

HRM response in a turbulent global environment (Harvey et al. 1999b).

Self-initiated movers who live abroad but are willing to work for
a multinational organization

Classical expatriation is usually initiated by the organization. Employees can
express their interest in jobs abroad, but, by and large, organizational demands
determine the ‘when’, ‘where’ and ‘how’. Self-initiated movers deviate from this

pattern. They go abroad on their own initiative and emphasize individual, often

diffuse goals when looking for self-initiated work experience (Inkson et al. 1997).
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Compared to classical expatriates, self-initiated movers are characterized by
a number of specifics. Personal agency has been shown to be important in the
development of their career attitudes to international mobility. In a longitudinal
study about self-initiated movers — full-time employees who had graduated from
Australian business schools —Tharenou (2003) shows that the initial development
of receptivity to international careers was driven by a combination of personal
agency (beliefs about capability to work in foreign cultures), home barriers (low
family influence) and work environment opportunities (a clearly understood inter-
national focus shifted receptivity in younger but not older employees). A Finnish
study contrasts self-initiated movers with expatriates (Suutari and Brewster 2000).
Being slightly younger, there are more females and more singles among them. They
typically work in a local private company or in international organizations; the
organizations they work for are less international and more project based; and they
work more frequently on temporary contracts and at lower organizational levels
with an expert status. Interest in international issues and poor employment situa-
tion at home are mentioned more frequently as primary triggers and motives for
going abroad. Self-initiated movers typically have no return guarantee and often no
plans to return to their home country. Instead, they are more willing to accept
another period of working abroad or even a permanent stay abroad. Their com-
pensation levels vary more and they less frequently have access to typical expatri-
ation benefits such as hardship, housing or education allowances and travel
insurance.

Self-initiated movers typically fall into two categories. The first group consists
of young people looking for a job abroad on their own immediately after finishing
their education. As part of a national pattern — ‘every year, tens of thousands of
young Australians and New Zealanders make their pilgrimage to London, as
a starting point for what they call, in local vernacular, “the big OE” (overseas expe-
rience) — a period of travel, exploration, and personal development’ (Inkson and
Myers 2003: 171) — or individual decision making, they regard their stay abroad as
part of a personal development experience that might or might not lead to a longer
term occupational career. The second group consists of more experienced people
beyond the establishment phase of their careers.

Self-initiated movers lead to a number of issues for organizational HRM. First,
they provide an easily accessible pool of international workforce that can be
attracted with comparatively little cost and outside typical expatriation schemes.
Second, while they are easily accessible, they usually — at least at the beginning —
lack any organization-specific track record. Hence, all the risks of external recruit-
ment are linked with hiring from this group. Third, personnel planning is difficult
since the availability of this group is hard to predict in case of organizational
demand. Finally, it is likely that members of this group have distinct motivation
patterns that drive them (e.g. a greater sense of initiative, independence and inter-

nal locus of control). Tapping into this source of the labour pool requires attraction
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mechanisms taking into account these specifics. In addition, the issue of keeping
valuable employees gets a new facet in relationship to a group that has a noted

record for moving abroad on their own.

Immigrants actively and passively attracted to a national
labour market

The opportunity for broader patterns of international resourcing strategies — and
types of international working — has increased markedly due to two recent

developments:

1 Certain labour markets have themselves become globalized (Ward 2004),
for example, healthcare markets (Clark et al. 2006).

2 Levels of international mobility, especially migration, have increased,
impacting upon the domestic HR strategies of firms and offering new oppor-
tunities to international firms (Salt and Millar 2006).

Historically, the level of mobility within the EU has been low. Before the incor-
poration of the new accession countries less than 0.5% of Europe’s 350 million cit-
izens moved from one member state to another. EU accession has increased levels
of mobility and reduced the need for many organizations to rely on specialized
cadres of international employees. The UK and Ireland — together with Sweden —
allowed open labour markets, causing significant recruitment effects.

In the UK, the proportion of domestic employers recruiting from abroad rose
from 28% in 2004 (Czerny 2004) to 38% in 2005. Of those recruiting overseas,
53% expected this activity to increase (CIPD 2005). HR practitioner discussion
about this passive and active attraction of foreign labour has included concerns
about disincentives for employers to invest in domestic training; negative reputa-
tional impacts on host organizations in terms of shifts in resourcing policy and
impacts on donor countries; training for managers in the cultures of immigrant
employees and insights into the use of own language versus English language and
perceptions of customer service; the requirement for passive, active and strategic
recruitment activities; and problems of indirect discrimination within selection
systems. A number of issues arise from the international migration of talented
labour. These include: establishing where professional expertise and technical
insight lies; deciding whether initiatives require targeted campaigns or longer term
strategic moves to sourcing from specific countries or regions; understanding and
establishing base technical competence of recruitees and setting up assessment
processes where necessary; considering the ethical and reputational issues associ-
ated with campaigns; ensuring infrastructure in local receiving units to handle
increasing workforce diversity; and building reputations of receiving units, opera-

tions or locations into internationally competitive sites.
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In Ireland, the open economic model, in which multinationals have been
encouraged to locate production and invest on the basis of European demand and
cost competitiveness, has seen attention given to societal impacts of immigration.
Barrett et al. (2006) examined the impact of Irish immigration policy on high- and
low-skilled wages and levels of GNP per head. Overall high-skill policies have been
shown to be beneficial, but education—occupation discrepancies exist and attention
has turned to industrial relations consequences of international mobility, with
large-scale immigration from Poland and from potential EU applicant countries
bringing the voluntarist system of workplace relations under pressure and creating
debates about national minimum wage systems (Frawley 2006).

The Irish experience of complementary high- and low-skilled immigration has
also presented employers with an opportunity to adopt novel global labour supply
strategies. Cities such as Dublin or London have become ‘magnets’ for a category
of international self-initiated movers, with new support structures being devel-
oped to support employers with multicultural workplaces. Sparrow (2007) uses
the example of Barclaycard International to demonstrate how the development of
a multicultural workforce in one location can be used to seedcorn new models of
internationalization. Its call centre in Dublin acted as a platform and nursery for
future international expansion, growing from 10 to 360 people from 1997 to 2006
primarily on the basis of recruiting both immigrants and self-initiated movers in
the city. Intended to support non-UK operations, it grew to serve eight countries
including Botswana, France, Germany, Greece, Ireland, Italy, Portugal and Spain.
The seedcorning of other overseas locations through the development of protocols
to manage a multicultural workforce in Dublin operations, and then the ‘re-export’
of both these protocols and (some of) the people to other operations, was a major
component of the strategy to build a platform of people management processes
(processes, structures and frameworks) that brought stability, governance and
control to newly established overseas operations. Active and passive resourcing
strategies targeted at residents of large global cities in Europe have produced
a useful mix of immigrant and more transient self-initiated movers, capable of
assisting effective international working,

The question of effectiveness has seen attention turn to the issue of competen-
cies. For immigrants, employment integration is a significant issue. As with self-
initiated movers, personal agency skills have been shown to be important, but they
are of a more collective nature. It is fair to say that self-initiated (non-company
backed) foreign workers likely also have to — or do — rely on collective agency
skills where they form part of a large diaspora. Where there has been reliance on
immigrants (as, for example, with the recent large movement of Polish employees
to the UK) the mass of like-situation people creates more rapid and easily accessi-
ble social structures. Immigrants have to learn by observation, enabling them to
acquire knowledge, attitudes, values, emotional proclivities and competences through

the information that is conveyed. They develop three important ‘agency skills’
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(Bandura 2001, 2002): direct personal agency to manage their own lives and bring
influence to bear directly on themselves and their own environment; proxy agency
skills for those spheres of people’s lives where they have no direct control over the
social and institutional practices that affect everyday life and so rely on others —
and must influence others — to act on their behalf and secure personally desired
outcomes; and collective agency skills where people act in concert with other
people to shape their future by pooling knowledge, skills and resources, forming
alliances, and acting in mutual support to secure that which they cannot accom-

plish on their own.

International employees active in virtual, cross-horder teams

With the increase of international collaborations at all hierarchical levels, and
through the explosive development of electronic communication media, cross-
border, virtual teams abound. These teams face the challenges of working not only
across cultures, but also across different national offices, often around the globe.
For example, 103 companies in a study of McDonough et al. (2001) estimated that
22% of their product development teams would be distributed globally within the
next years. Such international constellations are set up to achieve an international
presence while reducing expenses for travelling. However, the success of such col-
laborations is unlikely to be obtained without careful management attention.
Managers have to keep in mind that intercultural process losses can be augmented
by the difficulties of virtual cooperation and vice versa.

One of the most persistent problems is that of virtual intercultural communi-
cation. To understand the meaning of a message, it is necessary to understand its
context to some degree. This is, however, even more the case in high-context cul-
tures, where the larger part of the message is unspoken and can only be under-
stood by knowing the context, such as a Japanese colleague’s obligations towards
his hierarchical network at home. The potential for misunderstandings is, of
course, increased if communication is via less rich media, such as email. These
media, by the same token, can decrease misunderstandings when used for
documenting facts or decisions. For these reasons, managers have to ensure
that the communication form and pattern is adjusted to the purpose of the
communication.

Cultural differences and virtuality can also challenge the quality of interper-
sonal relationships within the teams (Axtell et al. 2004). Due to the lack of social
interactions and background knowledge of the other person, affective trust may be
more fragile or harder to develop within virtual teams. There is also a propensity
to develop separate subgroup identities according to location and nationality,
which can make it harder to achieve team identity and cohesion. Team fractures can
be further increased by power struggles and by pressures team members experience

from their local unit, superiors or customers (Zimmermann and Sparrow 2007).
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A fundamental choice therefore has to be made regarding the general approach
to dealing with the differences in the team. Janssens and Brett (2006) recommend
a ‘fusion” model of international teamworking, by which different cultural
approaches should not be equalled out, but respected, coexist and be used where
they are most useful. In contrast, the ‘dominant coalition model” accepts power
differentials, leading to the adjustment of one nationality to the dominant nation-
ality, typically the nationality of headquarters, who also speak the common lan-
guage most fluently. Such adjustment may however be beneficial when it leads to
easier coordination and better work results (Zimmermann and Sparrow 2007).

Managers can also take a number of preventive actions to avoid process losses.
Regular face-to-face meetings are again essential, particularly at the point of
launching the teamwork, to build a personal basis for trust. Moreover, systematic
teambuilding throughout the team’s lifecycle is highly recommended. Setting
shared goals, defining clear team roles and interaction rules, as well as an adequate
communication structure can help to avoid differential conceptions from the
beginning. This can also serve to increase the commitment of the team members
to the team as a whole. Overall, international, virtual teams will have to be led in
a more delegative manner, given that direct control is not possible over the dis-
tance. A clear team structure is therefore beneficial. This can include designated
subgroup leaders and coordinating ‘window’ employees (those with the greatest
language fluency and intercultural skills). Reviews at regular intervals are more
necessary than in co-located teams to monitor the team’s performance (DiStefano
and Maznevski 2000). Careful knowledge management (e.g. through shared data-
bases) should help shared (team) mental models to develop. Finally, although often
neglected, many researchers (Canney-Davison and Ward 1999; Hertel et al. 2005)
suggest that the disbanding of the team after task completion should be accompanied

by Celebrating successes and feeding the learning points back to the organization.

Skilled individuals working in geographically remote centres
of excellence serving global operations

Multinationals have many strategies at their disposal to address skills shortages in
any one national labour market. The development of centres of excellence — some-
times in geographically remote areas — is one option to disseminate organizational
learning throughout operations and offshore outsourcing.

Ashton et al. (2008) draw attention to changing assumptions within the IHRM
literature as a result of such developments. Briscoe and Schuler (2004) see IHRM
as a unique set of activities confined to additional requisite activities, e.g. the man-
agement of international assignees and working alongside HR professionals from
other countries and adapting HR practices to multicultural and cross-cultural envi-
ronments. In contrast, they argue, the perspective of Sparrow et al. (2004) sug-

gests that THRM is confronted with new developments and problems that cannot
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be adequately handled by treating IHRM in this way. Experimentation through the
development of extended talent pipelines, accompanied by market mapping activ-
ities, has enabled multinationals to gain control over the attraction and skill forma-
tion process. Associated developments in internal organization designs have then
been used to derive greater value out of the deployment of such talent and the
knowledge produced. These knowledge management structures include the use of
centres of excellence. This last perspective acknowledges that while only a few
multinationals have penetrated markets across the globe in that they have the capa-
bility to locate, source and manage resources anywhere in the world, nonetheless,
they are combining novel skills supply mechanisms and organization designs to
create modern forms of international working. In theory, networked organizations
with dispersed centres of excellence help assist this mobility, but in practice the
concept of centres of excellence and the pragmatic control and coordination needs
have made such structures difficult to operate.

Ashton et al. (2008) question the functionality of this. They collected data on
skill formation strategies through interviews with 180 senior managers and chief
executive officers in 20 multinationals in China, Germany, India, Singapore,
South Korea, the UK and USA in the financial services, automobiles and the elec-
tronic/communications sectors between 2004 and 2007. National institutional
frameworks and cultures were considered to be primary forces shaping the process
of skill formation and the competitive strategies of organizations. Now, the authors
argue, it is the ability to manage and deploy skills globally. The process of skill for-
mation is being transformed. Multinationals have developed a series of global
strategies to exploit differences in the cost of educated labour, with consequent
decline in its value. For Brown and Lauder (2006) the process of globalization has
made the link between educated labour and subsequent rewards in the labour
market more tenuous. To develop consistency in the management of relationships
across the globe, firms are ‘internalizing’ the process of skill creation and the use
of these skills. Different components of the supply chain are being modularized
and sourced wherever there are cost and business advantages to the company
(Berger 2005) — providing there is a basic infrastructure and education service —
and this ‘commoditization’ has spread to knowledge work.

Analyses of the mobility of experts within multinationals show that within the
IT sector at least (Salt and Millar 2006), employers have preferred to recruit IT
staff from overseas even when skills were still available in the domestic labour
market. Highly integrated global internal labour markets, capable of short-term
circulation of expertise, have developed. The rise of business process outsourcing
models and client pressure to reduce costs have encouraged multinationals to
adopt novel skill supply strategies, for example, using their UK bases to host (and
rotate) overseas and offshore nationals working at or near end-client sites for short
periods of time on development work, backed up by bulk delivery ‘campuses’ sited

in low-cost locations. Overseas rotation is used to build up repositories of client
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and market-specific knowledge in offshore locations, undermining the require-
ment that overseas recruitment be used for genuine additional new posts.

Across all these developments, it might be argued that in one way or another,
work moves to where expert staff are and not the other way round. As employers
rely more on distributed networks of expertise that can be combined flexibly to
create market opportunities, the use of global resourcing models that allow both
the injection of critical knowledge into a receiving country and the mining of crit-

ical knowledge from domestic markets by overseas suppliers will increase.

Case study 11.1
Best practice of IHRM: Robert Bosch GmbH

The Robert Bosch Group, which presently employs over 240,000 members, was
originally a purely German company. However, Bosch is now spread over 130
countries, with less than 50% of its workforce located in Germany and more than
70% of its turnover made outside Germany. This international distribution was
developed strategically to achieve proximity with the large international automo-
tive producers that are the company’s main customers, to draw on local expertise
and to reduce labour costs. A tight network and close coordination is required
between the globally distributed sites. Bosch is therefore a typical example of a
company whose employees work internationally at all levels, from top managers
to factory workers. The company uses a rather traditional nomenclature of inter-
national employees, which, in practice, covers many of the following types:

1 Stays abroad that are shorter than 3 months are classified as business
trips. These are common among employees with border-spanning functions,
such as sales, purchasing or technological advisers for new sites. In prac-
tice, business trips range from occasional task-related travels to regular,
frequent trips of international commuters.

2 International, virtual teams exist at all levels. These teams can be tasked
with planning, development or production. Typically, not all team members
have the same amount of contact with the members of other countries.
Rather, one or more ‘window’ people manage the international interfaces.
Business trips to the other site are necessary for transferring know-how,
providing technical assistance and meeting the local customer. Most of the
non-German members are assigned to German headquarters at some stage
of the collaboration.

3 International transferees (or expatriates) are classified into (a) long-
termers (1 to ca. 4 years) and (b) ‘delegates’ or short-termers (between
3 months and 1 year). The long-termers’ contract can be based either on
German or on local law, but they always receive their salary from the local site.
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They are commonly employed with longer term tasks, such as building up
substantial local skill bases. Delegates, in contrast, are paid by their home
office and employed for shorter term projects. Since at least 1990 there is
a trend of increasing the number of expatriates moving between sub-
sidiaries and to Germany, as compared to the amount of German expatri-
ates moving to other countries. This serves the strategic purpose of
decentralizing the operations and strengthening the international network.

4 Internationally working personnel officers are identified as a separate
group. They are tasked with selecting, supporting and coordinating interna-
tional transferees, teams and business travellers.

Internationally working employees of all these categories can take part in
intercultural training as part of their development plan. Such training thereby
serves as a platform for exchanging intercultural know-how. In-house training is
offered on general intercultural sensitivity, specific intercultural skills such as
negotiation and presentation. Country-specific training is conducted for all rele-
vant countries. International teams can request teambuilding workshops and
follow-ups throughout their lifecycle. Training is also provided for leading interna-
tional virtual teams. Intercultural coaching and post-merger integration support
takes place on request. For all long-term transferees, places on intercultural pre-
departure training and returnee workshops are guaranteed. On their return, expa-
triates are invited to be trained as country advisers and to join pre-departure
trainings in that role. A cycle of intercultural knowledge transfer is thereby
created.

At management level, international employees are developed through special
programmes. In an international development programme, young leadership
potential is selected internationally, sent to Germany for on-the-job training for 1
year and provided with various training measures. A special talent pool is selected
for a management development programme that exists at different national loca-
tions. At an early stage of the programme, a 1-week intercultural training is con-
ducted. At a later stage, trainees of different locations join a real-life international
project over a period of 4 to 6 months. The task of the project is provided by any
of the business areas. Feedback is given by an experienced coach, project sponsors
and top management.

This amount of intercultural development, in particular for non-transferees, is
above average when compared within Germany (Konradt et al. 2002: 201). It
does not come as a surprise then that the Robert Bosch Group has been at the
forefront of intercultural support since the beginning, in the early 1990s. Its train-
ing policy is also embedded in a corporate culture that explicitly names ‘cultural
diversity’ as one of its core values and a vision stating that additional force shall
be drawn from the multitude of national cultures within the company.
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Questions

In today’s global environment, many forms of international work — within the
confines of a state or across national borders — exist. Choose one organization you
are familiar with and examine:

What forms of international work this organization uses.
Why these approaches are used.

Weaknesses or risks associated with the current approach.
What ideas/steps may be developed to improve the situation.

A W NN -

Fragmentation of international resourcing or coherent
integration?

As the examples throughout the text show, firms have recognized the management
value of these modern forms of international working. However, the degree of
their organizational integration is still open to debate. Two aspects seem crucial:
integration into organizational routines and into strategic HRM.

First, integration into organizational routines requires signals acknowledging
that practices belong to the standard repertoire of an organization (e.g. established
practical routines, explicit organizational policies and procedures or specialized
organizational units). Specifically, a clear understanding of the monetary and non-
monetary costs involved is a crucial test in organizations operating under the
dictum of scarce resources.

Given the great variety of forms of international working and the scarce empir-
ical evidence, it is, of course, difficult to generalize. By and large, however, it seems
fair to say that while established practical routines have emerged, the integration
of these modern forms of working into explicit organizational policies and proce-
dure lags behind. Most likely, this is truer for some of the forms discussed such as
self-initiated movers and less the case for more established forms such as interna-
tional commuters or virtual teams.

Especially telling is the awareness of and management of costs, i.e. the difficulty
to gain meaningful management information, capability data and insights into dis-
cernible motives for the use of each form of working. One has to concede that
firms are unlikely to have the data that enable tight cost control of many of these
forms of working — certainly this will be true of frequent commuters where there
are hidden travel and coordination costs. The use of international transferees, vir-
tual teams and self-initiated movers are all tactics (the word is informative) often
aimed at reducing costs of international coordination.

Yet even here, experience often shows firms that the initial setup costs are unex-
pectedly high. This is because integration requires three outcomes: the develop-
ment of sufficient shared understanding of and alignment with the strategy
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(sensemaking); trust to ensure effective operation of modern forms of interna-
tional working; and the ability of the form to build understanding in the organ-
ization at large (sensegiving). To the extent that firms use these forms of
working without dealing with these issues, the initiatives are not driven by
strategy but by reaction. Yet, for other forms of international working, such as
the use of immigration to address skills shortages and gaps in international
capability or the use of centres of excellence to streamline and develop the pro-
vision of capability, it appears that there is a clearer economic and skills supply
rationale.

Second, integration into strategic HRM is another important criterion for judg-
ing whether we are witnessing fragmentation of international working or not. This
includes, most prominently, the link with existing HR core processes and to the
strategic goals of the organization. There needs to be ‘line of sight’ to and from
these individuals back into the core HR systems, such as talent management and
performance management processes. Ensuring this was difficult even for small
clites of centrally reporting expatriates, and likely will be shown to be even more
challenging for some of the forms of working covered here. If any sense of coher-
ence to international strategy and coordination is to be delivered, then two very
practical questions can be asked of organizations looking across these forms of

working:

1 Do firms know who the talent is and where it resides within their remote
operational centres, cross-border teams and networks and self-initiated
movers in third—country operations? Most talent management systems have
only limited information about relatively small centrally overseen popula-
tions. International experience and expertise is now much more diffuse and
distributed among these modern forms of working.

2 Even if firms do know where their talent is, do they have a high-quality and
consistent management process that ‘touches’ these people or is their man-
agement left to the vagaries of overstretched line management? Do, for
example, country HR business partners have any ‘line of sight’ to key indi-
viduals, or collective knowledge, that resides within and across these

modern forms of international management?

We suspect not, but, to be fair, this assertion has yet to be tested. Regarding the
link to the organization’s strategic goals, this is arguably the most weakly devel-
oped aspect of the discussed forms of international working. While they grow out
of concrete needs and opportunities when facing processes of internationalization
of the organization and its various input and output markets, currently it is hard
to see how these forms of international resourcing are coherently linked to the

overall strategy.
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NEW RESEARCH AGENDA

This chapter shows that one cannot separate out research into modern forms of
international working from the broader psychological, social, organizational and
societal contexts that such patterns of working create. Viewing many of the devel-
opments in modern forms of international working under a broader academic
umbrella with research at different analytical levels would seem to be a fruitful way
forward.

At a micro-level, a common issue that cuts across these modern forms of inter-
national working is the need to understand both the motivations for individuals to
engage in this type of work and the required attitudes, skills and competencies.
Clearly, most of our understanding about this has been based on the study of expa-
triate success and to a lesser extent the development of an international mindset.
Rather than relying on knowledge about expatriates and global leaders, as a con-
sequence of international resourcing policies, organizations face a new context of
intra-cultural diversity. Some recent psychological work has focused specifically on
some of the newer forms of international working drawing on social cognitive
career theory to explain how career interests develop and how people successfully
function within cultures. This type of research will have some clear practical ben-
efits for selection, assessment and development of many forms of international
employees, but especially for those HR functions relying on more culturally
diverse workforces, even in domestic markets. They show the importance of per-
sonal agency, also called self-efficacy (Bandura 1997), collective agency skills, but
also the stability of the attitude of receptivity to international careers and its early
development. Broadening the perspective, the question of personal and profes-
sional identity emerges. Rapid changes between various work locations in differ-
ent countries and cultures, belonging to a cadre of internationals with little or no
attachment to a ‘home country’ leads to questions about how individuals cope with
the lack of external structures supporting personal and social identity.

At the meso-level of the organization, several research issues can be identified.

They include questions such as:

® How (fast) is the management of these modern forms of working interna-
tionally transformed into standardized HR activities?

® What effects do a greater diversity of the workforce and the existence of a
variety of international work forms have on other employees and on organi-
zational processes such as knowledge sharing, strategic alignment or speed
of organizational change?

® How do organizations cope with an increasingly internationally mobile work-
force that leaves universities and business schools, ready to take on interna-

tional positions throughout their careers as ‘born or socialized internationals’?
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In addition, transcending the current focus on firms would seem beneficial.
Much research is done in the business context, implicitly meaning large firms.
However, modern forms of working internationally also frequently occur in organ-
izations such as small and medium-sized enterprises (SMEs); non-profit and non-
governmental organizations (NPOs, NGOs); international organizations belonging
to supra-national bodies such as the UN or the EU; newly internationalizing com-
panies working the market on a strictly regional basis as is the case in many EU
border regions. Looking at these organizations can lead to a more refined under-
standing of varieties of working internationally.

At a macro-level there are some very important changes taking place within the
field. From the research covered in this chapter it can be seen that as globalization
progresses, the field of IHRM is both broadening and engaging in a dialogue with
other disciplines. For example, Ashton et al. (2008) drew on both the national
business system and IHRM literatures to contextualize the nature of skill supply
strategies. This directs attention towards a pressing research need at the macro-
level: to unravel the external and societal impact that the development of new
internal skills webs has at a national and policy level and concern about the types
of knowledge and skills that global HR strategies are delivering. Pointing towards
more interdisciplinary research, the study on the use of high-skilled migrants as a
source of international labour by Salt and Millar (2006) discussed earlier has
brought perspectives from the field of economic geography into the IHRM litera-
ture. In addition, regional studies taking into account the cultural, institutional and
natural specifics of world regions and their effects on different forms of working
internationally in these regions are needed. The EU with its specific institutional
environment or Africa with its high number of dcvcloping countries providc
examples for this.

Hence, in the years to come, we should expect to see increasing synthesis and
reliance on cross-disciplinary research into the phenomena that are thrown up by

modern forms of international working.

KEY LEARNING POINTS

® In addition to expatriation, modern forms of working internationally
emerge due to global change drivers, e.g. increase in cross-border business
transactions and programmes sponsoring international mobility; organiza-
tional factors such as emerging global internal labour markets; and individ-
ual determinants (e.g. changing career and life concepts).

= Modern forms of working internationally include international commuters;
employees utilized on long-term business trips; inpatriate managers and
permanent cadres of global managers; self-initiated movers transferring
abroad on their own initiative; immigrants actively and passively attracted to
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a national labour market; virtual international employees active in cross-
border project teams; skilled individuals working in geographically remote
centres of excellence serving global operations.

m  Organizational and HR expertise only partly covers modern forms of work-
ing internationally, thus underscoring the importance of individual compe-
tencies; while this supports personal development, it also comprises the risk
of fragmentation and little coherence.

® Modern forms of working internationally are only partially integrated into
organizational routines and strategic HRM; organizations still have a long
way to go due to the recency of the phenomenon and the difficulties
involved.

m Future research should be interdisciplinary and encompass macro-level
issues, e.g, the role of various institutional contexts for different forms of
working internationally and their management; meso-level issues such as
the way and speed of integration of these work forms into HRM; and

micro-level aspects (e.g. required competencies and identity issues).
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Chapter 12

Capitalizing on an
international career

Career capital perspectives

Noeleen Doherty and Michael Dickmann

CHAPTER OBJECTIVES

By the end of this chapter, readers will have:

m an overview of current ideas on careers

® areview of the concept of intelligent careers

® an awareness and understanding of the impact of the global context on
careers

® an appreciation of organizational and individual issues in career management

® an understanding of the different phases within international assignments
and their career capital impact

® a critique of current organizational practice in developing global career capital

INTRODUCTION

Careers are one mechanism that provides a link between individuals and their
social and work habitats. As such, careers become channels for an individual’s con-
tribution to the effectiveness and efficiency of a company and for facilitating indi-
vidual growth and development. In today’s volatile and progressively global work
environment, career management is a crucial issue for organizations attempting to
maintain the right resources for survival and to sustain competitive advantage.
Career management is not only an organizational issue but there is increasing onus
on the individual to take responsibility for career self-management as the paradigm
of career undergoes fundamental shifts. This chapter focuses on the dual nature of
career management in the global environment and draws attention to individual

careering and organizational structures and policies. It explores the concept of the
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intelligent carcer in understanding the current issues in career management within,
across and outside organizations. The chapter includes a discussion of organizational
and individual career issues related to the periods before, during and after interna-
tional work. It challenges received wisdom on the utility of international careers and

rehearses some of the current dilemmas for both companies and their employees.

CURRENT VIEWPOINTS ON CAREERS

Careers have been defined either as a sequence of positions filled by a person
throughout their life; or through an aspect of their life such as their involvement
in work (Arthur et al. 1989). The determinants of career include both individual
factors such as gender and learning behaviour and organizational factors including
development practices and learning opportunities. Career consequences can be
measured as objective outcomes such as salary and hierarchical development; and
as subjective outcomes such as perceptions of personal success, health and
work—life balance. Career management systems and processes have been employed
by many organizations in an attempt to direct the work behaviours of employees.
In addition, career management is used to promote the development of individuals.

The concept of career has attracted much interest since the organizational
parameters that have traditionally defined individual development and progression
have undergone an almost complete metamorphosis over the last two decades.
Traditional normative views of careers have characterized them as structured, pre-
dictable, hierarchical, competitive and organizationally focused. However, shifts in
organizational structures and the relationships between employers and employees
have led to new perspectives and concepts describing careers.

Researchers are increasingly observing new patterns in contemporary careers
and this is attracting a whole new vocabulary and lexicon to describe and help
understand the unfolding of careers within the shifting world of work. Terms such
as ‘kaleidoscope’, ‘boundaryless’, ‘post-industrial” and ‘Protean’ careers are now
common in current texts, academic papers and practitioner vocabulary. Inkson
(2006) suggested that at present there is an upsurge in the use of such metaphors
in the study of careers, contributing to a more effective analysis of how individu-
als perceive their career and providing a richer illustration of the concepts being
used to describe career.

According to Arthur and Rousseau (1996) boundaryless careers are sequences
of job opportunities that go beyond the boundaries of single employment settings.
This definition involves six different meanings of boundaryless careers, namely

careers that:

1 move across the boundaries of separate employers

2 draw validation and marketability from outside the present employer
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3 are sustained by external networks or information

4 break traditional organizational assumptions about hierarchy and career
advancement

5 involve an individual rejecting existing career opportunities for personal or
family reasons

6 are based on the interpretation of the career actor, who may perceive a

boundaryless future regardless of structural constraints.

Sullivan and Arthur (2006) further developed the concept of the boundaryless
career to capture the degree of career mobility, psychological and physical, expe-
rienced by the individual. Physical mobility includes changing jobs, moving across
occupational boundaries as well as traversing cultural and geographical bound-
aries. Psychological mobility, by the same token, concerns the individual’s percep-
tions of their capability to change and make such physical transitions.

Emphasizing the dynamic nature of the current context within which careers
are realized, Baruch (2006) suggested that the dichotomous views of careers as tra-
ditional and organizationally focused as opposed to non-traditional and individu-
ally focused (boundaryless, Protean) do not capture the current reality. Rather, in
our more complex world, hierarchical mobility co-exists with boundaryless
opportunities. There is still a key role for organizations to play in career manage-
ment and development, albeit more synchronous with the input of the individual.
Focusing on global careers, Baruch (2006) argued that this poses two major chal-

lenges :

1 maintaining the threads of a general strategy while meeting the need for
variations in systems that can operate across diverse contexts

2 the management of expatriation and repatriation — both the physical
processes of movement and the psychological resilience required by these

processes.

The career capital concept, outlined later, has been used as a frame of reference
to explore the challenge of managing global careers. By capturing individual
awareness and perception of capabilities that underpin and sustain psychological
mobility, the career capital concept provides a means of exploring the interna-
tional work experience. Further, the career capital concept can be used to map
company and individual competencies and help to explore the alignment (or mis-

alignmcnt) of organizational and individual goals.

Concept of career capital

Quinn (1992) discussed the notion of the intelligent enterprise, focusing on the
development and deployment of intellectual resources as opposed to the then
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existing focus on the management of physical assets. Hailed as a new paradigm, this
view provoked a rethink of many of the traditional views on the employment rela-
tionship and careers. Core competencies were proposed as key to delineating the
scope of a firm’s activity and what differentiated Quinn’s view was the fundamen-
tal change in the employment relationship which bestowed increased agency on
the individual.

The intelligent company: the intelligent career

Arthur et al. (1995) proposed that a new career paradigm was emerging in which
the rules of the employment relationship were shifting from loyalty to exchange,
from loyalty to one employer to occupational excellence, from power centralized
in HQ to a strategic impetus at the business unit level, from a fortress to a regional
approach and from corporate allegiance to project allegiance. These changes meant
that an individual’s career could hold currency in a much more fluid, flexible and
opportunistic way. To expose the impact of these changes Arthur et al. (1995) sug-
gested a complementary approach to individual competencies, embodied in the
intelligent career concept. This was an attempt to map the organizational compe-
tencies of culture, know-how and networks against employee competencies. The
authors suggested that intelligent careers are the fundamental units through which
people’s and employer firms’ competencies evolve over time (p. 9) and that each
area of firm competency is paralleled by a complementary form of knowledge at
the individual level.

Building blocks of the intelligent career

The concept of career capital is one mechanism for capturing the career experi-
ence. According to Arthur et al. (1995) the development of personal career com-
petencies occurs across three distinct areas that mirror firm competencies. These
areas are ‘knowing whom’, ‘knowing how’ and ‘knowing why’.

Knowing whom competencies describe the personal contacts and networks in
which individuals engage. Knowing whom encompasses the range of interpersonal
relationships the individual has access to and the networks and contacts that they
can contribute to the organizational network. These include career-related net-
works, but also extend to personal contacts that can be a resource for learning,
accessing expertise and developing reputation. The individual’s networks can be a
source of social connections both for the organization’s benefit (e.g. customers)
and also a potential source of alternative employment for the individual (e.g. com-
petitors). These social connections provide opportunities for building reputation,
a knowledge resource and an opportunity to learn from others, as well as offering
prospects for new jobs. Within the international context, it has been suggested

that expatriation can facilitate the development of the social and political skills
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essential to the crafting of global leadership skills. Exploiting the opportunity of
expatriation to develop social connections and networks requires a delicate
balance between maintaining home connections while building new networks
(Harvey and Novicevic 2004).

Knowing how career competencies are concerned with the skills, knowledge and
abilities that the individual brings to the organization, which they can develop over
time. These are developed, Arthur et al. (1995) argued, both through formal learn-
ing in the occupational context and also through other learning opportunities such
as on-the-job experiential activities. The emphasis is on the acquisition of a broad
and flexible skills base and occupational rather than specific job-related learning,
The intelligent career approach emphasizes the need for individual commitment to
acquiring and enhancing a relevant and transferable knowledge and skill portfolio.
Some authors suggest that international knowledge and experience is a valuable,
unique and hard to imitate resource that differentiates global competitors (Peng
and York 2001) and is a strategic role fulfilled by expatriates (Welch 2003).
Therefore, in the increasingly competitive environment of global business, individ-
uals and organizations need to continually develop and deploy know-how in new
and innovative ways to meet the challenge of maintaining a competitive edge. The
technical know-how, but increasingly the softer skills such as an ability to tune into
cultural cues as suggested by Earley and Ang (2003) are now considered key capa-
bilities underpinning success in the global context.

The knowing why competency concerns the nature and degree of the employee’s
identification with the employing firm. This identification is grounded in the indi-
vidual’s general work motivation and their personal beliefs, values and identity.
These can impact upon the individual’s level of adaptability and commitment to
the employment environment and influence the person’s identification with the
employing firm’s culture. Arthur et al. (1995) suggested that knowing why often
involves non-work issues such as family context and dual-career issues and often
evokes alternative employment choices to the traditional permanent full-time
employment option. Mendenhall (2006) suggested that the core dimensions
rcquircd for global lcadcrship include organizing abi]ity, visioning, business
expertise, ability in building and maintaining relationships and cognitive capabil-
ities such as the capacity to deal with complexity and a global mindset. It was sug-
gested that the underlying dispositions that facilitate global leadership include
traits such as commitment, maturity and inquisitiveness. Eby et al. (2003)
explored the components of the ‘knowing why’ competency that could predict
career success. They proposed that career identity (comprising career insight,
knowledge of strengths and weaknesses and specific career goals), proactive per-
sonality (defined as the dispositional tendency towards proactive behaviour, i.e.
demonstrating initiative, perseverance, oppor tunistic) and openness (imaginative,
curious, broadminded and active, secking out new experiences and new ideas)

were the key components of knowing why. Also, they suggested that knowing
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whom comprises both internal and external network resources that can provide
important avenues to pursue career progression. Knowing how encompasses con-
tinuous learning geared to facilitate the development of skills, knowledge and
abilities which are transferable across organizations with the result of developing
a broad base of skills that hold currency both within the employing organization
and in other companies. Developing this broad portfolio bestows on the individ-
ual the ability to move across organizational boundaries more readily. Their analy-
sis found that all three ways of knowing are important to predicting individual
perceptions of career success and perceived internal and external marketability.
They indicated that all three types of career competence are likely to add value to
the individual’s career; however, the influence of the three ways of knowing on
perceptions of success showed different patterns. Knowing how was perceived as
most important to external marketability while knowing why was predictive of
perceived career success and internal marketability.

The debate on intelligent careers continued and Inkson and Arthur (2001)
extolled the virtues of becoming a successful career capitalist. Further shifting the
career lens back to the individual and away from the organization, their piece
placed agency firmly with the person. In their view taking an individual perspec-
tive on the development of career capital would serve to provide new insights
into personal motivations and economic life in general. Supporting an individual
career capitalist stance would, they argued, prove beneficial not only to the
person but included multiple positive outcomes for companies, industry and the
economy.

Seibert et al. (2001) found that social capital, conceptualized as network struc-
tures and social resources, contributed to the career success (both objective and
subjective) of individuals through providing access to information, resources and
career sponsorship. The social capital of global leaders has been considered essen-
tial to their ability to bridge and buffer relations between the HQ and subsidiary
offices, facilitating their role as boundary spanners (Harvey and Novicevic 2004).
Thus, a capital perspective has provided useful illumination of the various talents

required to make a successful global leader.

CAREERS IN A GLOBAL CONTEXT

Global career strategies are an enduring organizational and individual phenome-
non and are considered by some to be the key to successfully competing in the
global marketplace (Black et al. 1999). Many organizations and employees now
follow global strategies as companies formally endorse the significance of interna-
tional careers in their drive to operate across international boundaries. It is sug-
gested that international assignments (IAs) increase the competitive position
of organizations by increasing the capability to function successfully in a global
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environment (Sparrow et al. 2004). Strategies, policies and practices based on the
assumption that international experience is beneficial to both company and
employee, actively endeavour to develop future global leaders, through the use of
development programmes and IAs often populated by those identified as high
potential.

Mutual dependency

Several authors have argued that there is a dependency of organizations on individ-
uals, related to the scarcity and criticality of employees to success. For individuals,
dependency on organizations is due to their needs for security, prestige and
sensemaking (Larsen 2004; Cappellen and Janssens 2005). This mutual depend-
ency is especially prominent within global careers where the investment of organ-
izations and the risks that individuals take are especially high (Dickmann and
Harris 2005).

For the purpose of this chapter, we want to explore the mutual dependency in
global career terms, using a long-term perspective that extends across the IA expe-
rience and beyond, to consider the outcomes over time. Our work builds on the
expatriation cycle (Sparrow et al. 2004) but focuses more on the career issues that
arise and distinguishes between organizational and individual career management.
The original expatriation cycle embraces organizational activities in areas such as
the strategic planning of expatriation, selection, pre-departure preparation, per-
formance management, remuneration and repatriation. These activities can be

organized into three phases (Harzing and Christensen 2004):

® pre-departure phase
= assignment phase

L] post—assignment phase.

This categorization can also be employed with respect to the career strategies
and career management and behaviour of individuals. Figure 12.1 depicts interna-
tional career management systems, processes and activities of organizations and
individuals. It presents a simplified view of organizational and individual perspec-
tives on international careers in order to create an overview that incorporates key
career actors over time. The outer ring represents the temporal perspective that
distinguishes the time before international work, the time span during which an
individual is embedded in a foreign culture at work and the time after the expatri-
ate or other overseas assignment has ended. The next ring (inwards) outlines key
stages that an individual goes through in expatriation. In the pre-departure phase
individuals evaluate the likely consequences of working abroad and make a
decision as to whether they want to expatriate and on what terms, which

often includes negotiation with their employer (Dickmann et al. forthcoming).
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Figure 12.1 International career management from organizational and individual
perspectives.

Then they are likely to start some form of preparation for their IA. Once individ-
uals (and potentially their families) have relocated, they may experience culture
shock, go through a phase of adaptation (see Chapter 7) and are likely to acquire
career capital (Cappellen and Janssens 2005; Dickmann and Harris 2005; Jokinen
et al. forthcoming). In the post-assignment phase they are prone to experience
reverse culture shock and a change to their lifestyles and expectations. In their new
role(s) within the organization they are likely to attempt to use and to continue to
build on the career capital they have acquired while working abroad (Dickmann
and Doherty 2007).

The dividers between the stages are not solid, as many behaviours and individ-
ual attitudes have spillover effects on other stages. For instance, pre-departure
preparation (see Chapter 6) may be augmented by post-arrival preparations and
learning. The negotiated ‘contract’ may have implications for formal organizational
support mechanisms such as those that may affect the three ways of knowing and,

therefore, career capital acquisition. Examples might be formal seminars, travel
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home budgets, executive coaching opportunities that may have been determined
in the expatriation ‘deal’. Moreover, the ‘deal’ may also have implications for
the post-assignment time in terms of job security, career progression and
monetary compensation. For instance, a guaranteed job, a promotion and/or
tie-over pay may have been negotiated between the individual and the employing
organization.

The inner ring around international careers dcpicts the organizational per-
spective of international careers. In the pre-departure stage organizations define
the purpose of international work, plan the assignment, select the individual,
administer the relocation programme and conduct (preparatory) training and
development (Chapters 5 and 6). The strategic purpose of international work has
manifold implications in relation to areas such as the focus on the payoff time
span, development and retention activities (Dickmann and Doherty 2006).
Given certain support practices (compensation, family support) some of the key
organizational activities during the assignment centre around performance man-
agement and development, aimed at the individual, potential local successors or
broader teams and the career management of individuals (Sparrow et al. 2004).
In the post-assignment stage the organizational activities concentrate on the
(re-)integration of individuals in the next location and on the retention of these
individuals (see Chapter 9 for a discussion of repatriation as part of a career
lifecycle).

Figure 12.1 also exposes that in each of the three key stages individuals inter-
act with other actors representing the organization. These organizational repre-
sentatives can be from the parent-country HR department, business sponsors or
other key people in the sending unit; and executives and the immediate super-
ior in the receiving unit. While individuals are the managers of their career cap-
ital, the organizational representatives, often working with the existing
development and career system, exert an influence on the international careers
of assignees.

While Figure 12.1 is useful to draw attention to processes and interactions
that are ongoing during the three phases of international mobility, the reality is
neither linear nor simple. For instance, an individual does not only use accumu-
lated career capital after the IA but also during work abroad. One example may
be the use of newly acquired networks to gain a new position in a different loca-
tion before the official assignment period runs out. Equally, from an organiza-
tional perspective, the international development of individuals does not only
take place during their overseas assignment but is likely to start before the
assignment in the preparation phase. Overall, Figure 12.1 depicts the broad areas
that have been discussed in the literature, matches them to their relevant phase
and enables the development of greater sensitivity to the various interactions

that take place between individuals and their employers. The remainder of this
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chapter will concentrate on the three phases of before, during and after interna-

tional working.

BEFORE INTERNATIONAL WORKING

Rationale for international careers

There are high financial costs associated with traditional expatriation, yet compa-
nies continue to invest heavily in this strategy, with growing demands for more
international assignees. Research has shown that all forms of international work-
ing, including long-term expatriation, short-term assignments, frequent flying and
cross-national commuting, are growing in popularity, with expatriate populations
on the increase (Harris et al. 2003).

The organizational drivers for using IAs have been critiqued as lacking clarity
(Thomas 1998). The purpose of the IA is multifarious. A variety of organizational
drivers have been articulated including skills gap filling, launching new initia-
tives, transferring technology, transferring knowledge, establishing or consoli-
dating managerial control, developing management and global expertise,
performance-related or cultural transfer. In a classic analysis, Edstrém and
Galbraith (1977) identified three major purposes: first, management develop-
ment; second, to help control and coordination, often through the transfer of
firm culture; and third, filling positions when qualified locals were not available.
Recent research identified that one in five IAs had development and career rea-
sons as a primary organizational purpose with several companies planning to
increase the percentage of assignments with a developmental impetus
(Dickmann et al. 2006).

For global organizations, the ability to achieve sustained competitive advantage
relies on the capability to deal with an array of complex variables including diverse
cultural contexts, a range of competitive environments, control, coordination and
the capability to leverage innovation across geographical boundaries. Gregersen
etal. (1998) from a survey of Fortune 500 firms suggested that global leaders need
a set of context-specific abilities and must have a core of certain characteristics for
successful leadership. In a further survey of 50 firms across Europe, North America
and Asia, the authors found four strategies that are used to develop competent
global leaders: foreign travel, establishment of teams comprising individuals with
diverse backgrounds and perspectives, training and transfers. Executives reported
that their TA experience was the single most influential leadership development
experience. The drivers of international working as a conduit to developing individ-
ual career capital are particularly apparent in companies where global talent devel-
opment is a key strand in the organizational strategy (as outlined in the case that

follows).
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Organizational career capital development: creating a glohal
talent pipeline

Case study 12.1

Linking IAs into talent pipelines at Company P

A central tenet in the utilization of IAs is the development of global leaders who
can manage the increasing complexity of running an international business in
order to compete successfully in a global environment. All too often, recent
industry surveys have indicated that although the demand for international
assignees is on the rise, employees are becoming increasingly discerning about
committing to an IA. Multinational companies need to achieve performance on
the current and subsequent assignments and also need to retain such individuals
as part of the organization’s talent pool. Therefore, identifying talented indi-
viduals who are willing to take up an IA and retaining them following
assignment become the key foundations of a successful global development
strategy. Additionally, internal promotion and improved performance over time
become the challenge of populating and maintaining a top talent flow within the
company.

Within Company P, IAs are business driven, not developmental, and objec-
tives are set for the role and not the individual or the assignment. This clearly
articulated business rationale means that IAs are not considered a must for
career progression per se. However, the company does generate a focus on how
IAs fit within talent management. The succession planning process considers the
experiences required by individuals to facilitate their progress and to maintain
a talent flow within the company. Thus, IAs are positioned as one of the critical
experiences valued within the general career structure of the organization as a
whole.

Since assignments are business driven and role based, the push comes via the
job evaluation system. Promotion during assignment is reqularly attained and a
number of expatriates come back to a promoted role. Data on internal promo-
tion of expatriates show a consistent trend of around one-third being promoted
on return. Although there is no guaranteed return home for expatriates
(because positions are role-vacancy driven) the organization reports a consis-
tently high retention rate over time. Combined with longer term (over 2 years
returned) consistently improving performance among the repatriate popula-
tions, these data would indicate the potential for good longer term utilization of
skills within the organization with benefits to both company and individual
potentially accruing.
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Individual motivations

In relation to motivational factors, the literature distinguishes developmental and
career considerations, the financial impact of working abroad, individual drives
and interests, family and partner considerations, as well as national factors such as
security or treatment of foreigners as key individual motives to work abroad (Stahl
et al. 2002). Of these, career and professional development considerations are
identified as among the most important motives for seeking or accepting work
abroad. For instance, career advancement is seen as a key motivator for managers
to accept an international posting and expatriates appreciate their international
experience as an opportunity for personal and professional development and
career advancement. Moreover, internationally mobile employees value the oppor-
tunity to learn unusual skills and gather foreign experiences in order to progress
their careers. Future job and the impact of foreign work on their own development
and career opportunities are likely to be key considerations of internationally
mobile individuals (Yan et al. 2002; Dickmann et al. 2005).

Dickmann et al. (2005) explored the importance of a range of 25 motives such
as career progression, perception of career risk, willingness of spouse to move and
host-country factors in the expatriate’s decision-making process. A sample of 310
individuals and organizational representatives from these employees’ companies
were asked to rate the importance attributed to these motives. While individuals
regarded developmental and job-related aspects as significantly more important to
their decision to go on an assignment, corporate respondents underestimated the
influence of these factors and overestimated issues such as location and the finan-
cial impact of taking an assignment. Overall, career capital considerations and the
longer term impact of an assignment on skills, knowledge and abilities are highly
relevant to individual motivations to seck and/or accept the challenge of a global
assignment and strategically to the organizational purpose for international work-
ing. Therefore, understanding individual motivations and harnessing them will
become an increasingly important aspect of successful IA management (Dickmann

et al. 2007).

DURING INTERNATIONAL WORKING

The expatriation literature focuses on what qualities are needed for an IA, such as
general global leadership characteristics, essential if companies want to capitalize
on global markets. The characteristics of such a management cadre include a set of
context-specific abilities and a core of global leadership characteristics. These
include exhibiting character, embracing duality, managing uncertainty and demon-
strating savvy, which are all underpinned by inquisitiveness. Other authors concen-

trate on the specific elements of the expatriation cycle and conditions for success
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of an TA (Bhaskar-Shrinivas et al. 2005). However, the competencies, insights and
other changes that are the result of work abroad are relatively neglected (Bonache
etal. 2001).

From a career capital perspective, research in the European context has sug-
gested that an IA is likely to change the social capital (knowing whom) of an individ-
ual. An expatriate’s social networks may be split into global, parent and host
contacts. An assighment may give the expatriate access to more senior hierarchical
levels on a day-to-day basis and the assignee may create more contacts outside the
organization in the new location. However, the foreign work may equally lead to
the loss of parent company contacts. Depending on the importance of global,
parent and host networks (and the way the expatriate approaches old and new rela-
tionships) the overall effect in terms of individual career capital may not be posi-
tive (Dickmann and Harris 2005).

An IA may enhance the knowing how of assignees through a work context that is
different. In comparison, the work abroad may result in skills that are not transfer-
able to the home context (Bonache et al. 2001) or the non-acquisition of new tech-
niques that are being developed at head office. Again, the effect of an IA on
knowing how can be positive or negative. Contextual factors that seem to aid the
acquisition of knowing how include going to a location that is perceived to be a
centre of excellence or inpatriation (a move into headquarters).

An assignment may result in more and diverse insights and the challenging of
the existing modus operandi: for instance, when the assignee is confronted with a
radically different cultural context and work patterns. While this may lead to a
strengthening of purpose and higher motivation, it may result in radical changes to
the individual’s inner drives and work—life balance (knowing why). The effects of the
new drives and persuasions on ‘traditional’ careers within an organizational setting
are unclear (Suutari and Brewster 2004).

There are manifold organizational activities that have an impact on the career
capital acquisition of individuals. For instance, the professional service firm
PricewaterhouseCoopers (see Case study 12.2) used a formal international devel-
opment approach that explicitly addressed all three career capital areas (Harris and
Dickmann 2005).

Other companies concentrate on systems and processes that focus on career and
performance management during international work.

While the context of each organization and the specific role of individuals will
vary, we present a case where an organization focuses on all three areas of career
capital. In HSBC, a global bank, there is an acute awareness of both individual and
organizational needs (see Case study 12.3). [As are based on a business case that
also includes career considerations for individuals. In fact, during an individual’s
work abroad, shadow career planning will be carried out each year so that the
person stays ‘on the radar screen’. Formal management development is organized

on an international basis so that people on assignment have permanent access to
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Case study 12.2

Developing career capital at Genesis Park

PricewaterhouseCoopers (PwC), the accounting company, operates a training
centre called Genesis Park in the USA. In it, PwC gathered international teams
of high-potential individuals (with between 2 and 9 years’ work experience) for
5 months of formal development. During this time, knowing why was addressed
through intensive coaching sessions, individuals were helped to build their know-
ing whom through interaction with key internal and external individuals and
knowing how was given specific focus through intensive work on business cases
and strategic projects. Much of this intervention was carried on after participants
returned to their workplaces in that there was a Genesis Park alumni organiza-
tion for a variety of purposes, including continued networking. Moreover, the proj-
ects would be continued and experience exchange supported. From the inception
of the programme in February 2001, PwC found that retention among its more
than 100 participants in the following 5 years was, at 97 %, exceptionally high.

activities designed to broaden their skills, knowledge and abilities. The bank
employs various methods to encourage networking, including visits, trips home
and regular contacts with a home business sponsor. Moreover, there are conversa-
tions planned to explore the assignees’ inner drives and motivations, most promi-
nent a carcer conversation near the end of the expatriation to ‘manage
expectations’. The case indicates that the role of business sponsor is crucial to the
international career approach within HSBC.

The importance of context in steering the ways in which career capital is
developed and used by individuals has been highlighted by Dickmann and Harris
(2005). They suggested that there can be equivocal outcomes from expatriation
experiences.

Other research from a European base has also indicated that the organizational
context impacts upon individuals’ interpretations and actions. Dickmann and
Doherty (2007) suggested that the HR mechanisms employed within different
firms impact upon the individual career behaviours of employees. The authors sug-
gested that all three capital areas had the potential to benefit from an IA. However,
the organizational context, policies and practices had a different impact on the
career capital perceptions and behaviours of expatriates. For example, there were
noticeable differences between organizational contexts with respect to knowing
whom. In the more formally structured environment of a financial services organ-
ization many managers invested their personal time and effort in nurturing and

extending their host and global networks to the detriment of maintaining their
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Case study 12.3

The critical role of the home business sponsor in HSBC

All secondees should have a sponsor at the level of general manager, chief execu-
tive or business head, who will:

sign off the secondment letter

m  make sure that the proposed secondee is a member of a talent pool and/or
subject expert who is valued by the business and warrants the investment
of an international secondment
ensure that talent pool secondees, in particular, are closely career managed
ensure a suitable role, ideally utilizing the secondee’s new international
skills, is found when they return.

The sponsor, or designated senior manager, will also:

m  review the annual performance of the secondee, to understand how they are
performing and countersign the performance appraisal
review and sign off the pay, bonus and share awards
make contact with the secondee on a regular basis
review the impact of any request to extend the assignment (or localize) on
the secondee’s career plan

m  agree the severance terms if a return role is not identified.

Sponsorship of international secondees should be a key accountability in spon-
sors’ job descriptions. If a sponsor moves to a new role while the secondee is
abroad, responsibility should be transferred to the sponsor’s successor as part of
the handover process. Secondees should also initiate contact with their ‘new’
sponsor if a change takes place during the life of their secondment. Furthermore,
a range of responsibilities and processes are outlined, including how sponsors and
HR business partners interact.

Source: Harris and Dickmann (2005)

home contacts. Conversely, for employees in the relatively unstructured social
environment of a fast moving consumer goods (FMCG) company, the informal
context resulted in concentrated efforts on maintaining and retaining home base
networks, with the express intention of securing a job on repatriation to the HQ.

For knowing why, the international experience generally resulted in the matu-
ration of new insights and motivations that were perceived as positive by employ-
ees. Among these changes were perceived enhanced marketability and a keener

sense of personal career and life goals. These changes could potentially challenge
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organizational retention goals. There was noticeable diversity in how different
organizational cultural contexts and management processes mediated the out-
comes. In the financial services company, again the formal systems of career man-
agement were geared up to manage expectations and in combination with a strong
culture of rewarding loyalty, resulted in none of the repatriates considering or
engaging in activities to find alternative employment. In contrast, within the
FMCG organization there were no formal mechanisms to manage career aspira-
tions or worklife issues either during or after assignments. Employees were
expected to fend for themselves, which resulted in a higher level of readiness to
consider leaving the company.

In general, the impact of IA on knowing how was to develop a broader range of
capabilities including business acumen and perspective and greater cultural sensi-
tivity. A subtle difference was apparent in that those from the financial services
company predominantly acquired softer knowing how skills with few reporting an
improvement in technical skills.

While the findings on knowing how improvements are in line with the views of
CEOs or HR specialists (Gregersen et al. 1998; Sparrow et al. 2004) and match
the perceived general goals of TAs (Caligiuri and Di Santo 2001) they add some
nuances with respect to possible detrimental effects of IAs that go beyond current
understanding. Expatriation can but does not necessarily improve the perceived
skills, knowledge and abilities of individuals. Knowing how could suffer if individ-
uals worked in jobs in which they could not use more highly developed capabili-
ties or be diminished due to individuals not having the opportunity to practise
more specialized skills. Knowing whom may benefit by extending the reach of the
individual’s network, both pcrsonal and organizational, and the impact on know-
ing why may challenge the organizational motives for using expatriation.

The insecure payoff of IAs in terms of career capital fits well with the changing
reality of careers within organizations. The dynamic nature of organizations means
that a vertical career move after an assignment can normally no longer be offered
as a certainty (Stahl et al. 2002). There are still many gaps in our understanding of
the outcomes of expatriation. Neither the immediate nor the long-term impact of
IAs on the career capital of individuals has been sufficiently researched and more
empirical research is needed on linking international work with career capital
development.

Although we now have considerable data about both individual and organiza-
tional perspectives on expatriation and repatriation, these have largely been
researched independently. Many organizations appear to apply a one-size-fits-all
approach to managing IAs. However, with the advent of policies and practices
which use many variations on the types of international working such as short-term
assignments, international commuting and frequent flying, not only is the need to
understand individual motivation vital but there is a compelling need to review the
IA deal and how it is managed. Yan et al. (2002) highlighted the importance of
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striving for individual and organizational alignmcnt in the context of IAs and
argued that the need for a dynamic perspective is paramount. Since the assignment
cycle can vary considerably in duration any mutual expectations set at one point in
time may well evolve or change. Such changes may extend across the perceived
type of relationship between the individual and the organization and purpose of the
assignment, which could have a fundamental impact on individual behaviour.

In contexts where there is a lack of harmony between individual career capital-
related behaviour and organizational career and HR management geared to meet
strategic business needs, the actions and behaviour and subsequent outcomes of an
IA may result in the array of problems. Not only may the assignment be perceived
as unsuccessful to the organization at best in terms of poorer job performance
or at worst attrition and turnover of the talent pool but for the individual non-
alignment may result in frustration and missed opportunities to make use of their

acquired skills or in defection to a competitor.

AFTER INTERNATIONAL WORKING

A range of employee concerns about international working have surfaced. High-
potential managers may refuse expatriate assignments as they often see them as a
career detour or derailment, which causes a hiatus in career progression. Other key
barriers were familial strain, financial stress and poor repatriation, where expatri-
ates are given unimportant jobs at reduced salaries meaning they are worse off than
before they left (Dickmann et al. 2005). Further concerns included the reluctance
to travel to particular locations where there is regional turmoil, lack of communi-
cation, role ambiguity, compensation and healthcare benefits. For individuals inter-
national work may create higher demands on their capabilities including the
challenges of cultural and work adaptation. There are the risks of missed opportu-
nities for career progression while abroad; a lack of career clarity; and often a lack
of suitable positions on repatriation (Doherty et al. 2006). A significant frustration
appears to be the lack of challenging positions to facilitate use of the capabilities
acquired, which can lead to greater intention to leave or exit to another firm.

Chapter 9 has covered the topic of repatriation. A central theme in many stud-
ies on international working is the pivotal nature of career issues to repatriation
(Suutari and Brewster 2003). However, many writers have acknowledged that the
repatriation element of international working lacks a coherent focus and often is
not well planned. Therefore there are still gaps in understanding the career impact
of an IA (Bonache et al. 2001; Stahl and Cerdin 2004).

What we do know is that, despite compelling reasons for retaining expatriates
for their acquired skills and experience, a considerable number leave their com-
pany within 1 year of repatriation (Suutari and Brewster 2003). Dickmann et al.
(2006) present figures based on 881 returnees in nine firms. During the reporting
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period of 2005 on average more than twice as many repatriates decided to leave
their employer compared to their non-expatriated peers. If leavers were seen as
future leaders of the organization and the IA as developmental, this outcome rep-
resents a loss to the corporation.

The case of HSBC describes one approach that was viewed as successful by the
company. Current research on this topic would suggest that there is much room
for improvement in helping repatriates to make use of their skills and to facilitate
the integration of individual career capital into the development of organizational
human capital.

Rather than repatriation being perceived as the end of an expatriation cycle (see
Chapter 9) the potential detrimental effects of repatriation may be more tempo-
rary and less severe in terms of repatriate turnover. Individuals who cannot use
their acquired skills on return or feel disoriented may suffer a ‘carcer wobble’
(Doherty et al. 2006). Such outcomes of expatriation challenge the benefits of the
IA for individual career advancement and for company benefits (Dickmann and
Harris 2005). Thus, the outcomes of an IA are far from a straightforward win—win

scenario (see Case study 12.4).

Case study 12.4

Bob’s ‘career wobble’

Bob was concerned: it was only about 3 months before his return home from a 3-
year IA and there was no defined role for him to return to as yet. In his conversa-
tions with HR, which were infrequent, he had been reassured that the company
would ‘look after him’. They certainly had done that when he went out — every-
thing had gone like clockwork. Accommodation had been sorted out for his family
and places at an excellent school secured for his two young daughters. His wife
had been able to get involved with the local expatriate community and although
she had left behind her job as a teacher in the UK, she had been able to put her
experience to good use and was running a creche and nursery for expatriate fam-
ilies. So, all in all, the experience had been amazing for the family. Bob himself
was buoyant with his new appreciation of the global environment that the com-
pany had to tackle. He had been on a developmental assignment and was sure that
his international exposure would be a real leg up in his career. But the notion of
coming back to HQ with no job was very worrying. What would he do? He had
been advised that a project role would be waiting for him but that was hardly
what he expected after his transformation — surely the fact that he had set up and
run the new branch abroad would count for something??

Three months back at home and Bob was still ‘on a project’ — he felt deflated.
The family had been re-accommodated 0K, but Bob had struggled to get back into
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the swing of things. Pushing paper was not on the top of his list on return. And
there seemed to be nothing on the horizon. Should he stick with it and see what
came up or should he take his very valuable skills, knowledge and experience
somewhere else?

Fifteen months back home, Bob was relieved that he had persevered. He had
just achieved a promotion to departmental head — a position he knew he was well
equipped to fill. The last few months had been frustrating. He had drawn on the
extensive network of contacts that he’d developed on assignment throughout the
company and had more or less built a role for himself in the first year or so. That
gave him the profile to be considered for a key position and at last now was his
chance to show them what he could do!

Questions

What made Bob feel deflated and frustrated?
What are the organizational issues implicit in this case?
What could companies do to pre-empt a ‘career wobble’? What are the key
considerations for organizations in managing careers in a global context?
4 How can individuals like Bob develop and use their career capital?
5 What tensions exist between individuals and organizations in developing
career capital?

If companies are to reap the benefits of IAs then short- and particularly longer
term issues such as repatriate performance, retention over the longer term and
promotion as a proxy for added value to the organization become important fac-
tors. Recent research indicates that where companies do not address issues of
career progression, security of employment and provide jobs that are meaningful
to repatriates (and where they can use their acquired career capital) these organi-
zations may experience higher expatriate ‘churn’ and lower performance
(Dickmann et al. 2005). More research is needed to explore the topic of career

capital impact in the long term in more depth.

CONCLUSION

This chapter has considered the career capital implications of international careers.
Using a dual-dependency approach, the organizational purpose and individual
motivations for working abroad in the pre-departure phase were explored.
Organizational systems and processes in terms of international development, per-
formance and career management during international careering were reviewed.

For both the individuals and the organizations these areas are highly interrelated,
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for instance, with performance being one important decision criterion for career
progression. The career capital impact of global work for individual assignees was
explored. In the post-assignment phase organizational repatriation (or next move)
activities were considered relative to strategic intent and expatriate turnover. The
phenomenon of the ‘career wobble’ described individual behaviours and experi-
ences of repatriation and their attempts to make use of their international career
capital. Overall, there is still much room for further insights, in particular to
extend understanding of the interrelationships of individuals and organizations, the
temporal elements of the stages of international carecer management and the indi-
vidual behaviours and organizational activities that may help to overcome the
‘career wobble’.

Due to a lack of data because of limited measurement systems, many organiza-
tions continue to make the often very expensive ‘leap of faith’ that IAs will result
in payoffs in terms of business benefits and individual career impact. For example,
a range of issues have been highlighted in the literature critiquing the received
wisdom of the utility, particularly longer term, of expatriation (Bonache et al.
2001; Stahl and Cerdin 2004).

Although developed originally as a parallel to the competency-based view of the
firm, the career capital concept has been used to explore a variety of individual-
level skills development situations in international careers including expatriation
and self-initiated foreign work experiences. This chapter has applied the concept
to global carcers and explored three phases of international working and the
diverse interdependencies of individuals and their employers during these phases.

The career capital concept has aided our understanding of the way in which
individuals can dcvclop their pcrsonal portfolio of skills, knowlcdgc and abilities,
social capital and inner drives. While there are still gaps in knowledge about the
relationships between individual-level career capital and organization-level human
capital, it is clear that context and agency matter tremendously. Improving our
understanding of international careers from multiple perspectives and exploring
the links and dependencies between organizations, individuals and their wider con-

texts will be crucial for future research.

KEY LEARNING POINTS

® The map of the terrain in which individuals can realize an organizational
career have changed dramatically over the last decade.

®  Globalization has driven a variety of strategic responses by organizations to
meet the demand for talent throughout the globe.

m  Career paths and patterns have taken many new forms for individuals.

m  Career capital is a popular contemporary concept providing a lens through
which we can view the way in which individuals can develop their personal
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portfolio of skills, knowledge and abilities, social networks and insights/
inner drives.

= Tensions exist between the individual and organization drivers in career cap-
ital development.

® [t is possible that individuals may reap benefits for their career capital from
working abroad, while the outcomes for the organization are less obvious. It
could be that both employee and employer benefit or that neither gains pos-
itive outcomes.

= Alternatively, the organization could experience positive results from an IA
while the career capital of the individual suffers. Thus, the development of
career capital from an IA is multifaceted and mediated by both individual and
organizational factors.
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Chapter 13

Women on international
assignments

Iris Kollinger and Margaret Linehan

CHAPTER OBJECTIVES

By the end of this chapter, readers will have:

® an understanding of why there is a dearth of literature relating to female
international managers

® traced the development of literature in this field from the mid-1960s to the
present day

®  an appreciation of why women have been and still remain under-represented
in international assignments

m identified how organizations can benefit from having women international
managers

m cxplored international human resource management policies and practices
with regard to areas such as selection, networking and mentoring that have

the potential to improve the female international assignment rate

INTRODUCTION

Over the years the rapid pace of global activity and global competition has
resulted in international work assignments gaining in importance and an
increasing number of employees spending some of their working lives abroad.
Given the strategic importance of foreign assignments in establishing world-
wide cooperation and maintaining the quality of human resources, their effec-
tive management and development have become crucial factors for the success
of global business. But, as the willingness of employees to go abroad appears to
be declining in some western countries and the possible future lack of an ade-
quate and sufficient qualified recruitment pool for global assignments, identify-
ing, attracting, developing and retaining international talent becomes a key

challenge for multinational corporations (MNCs) (Atlas Van Lines 2001;

263



IRIS KOLLINGER AND MARGARET LINEHAN

Greene 2001). A look at the rate of women’s participation in international man-
agement shows that the percentage of female managers varies by country but,
overall, is less than 17% of total expatriate staff (Taylor et al. 2002; GMAC
Global Relocation Services 2003). Women, therefore, seem to be an under-
utilized resource, a fact companies cannot afford as they come under increasing
pressure from global competition. This under-representation is significant as
more women are now entering lower level managcrial positions. Intcrcstingly,
the increased participation of women in the workforce has been one of the
major changes in recent years, and it is anticipated that this trend will continue
(Davidson and Burke 2004).

The structure of the chapter is as follows. First, the participation rate of
women in international management is briefly introduced. Second, research on
female international managers from the 1960s to the early 21st century is summa-
rized. Third, the reasons for the under-representation of women in international
management are explored and the implications for organizations of excluding
women from international assignments are discussed. The chapter ends by reflect-
ing on the role of women managers — including a call to be more proactive — and

by developing conclusions.

FEMALE PARTICIPATION RATES IN
INTERNATIONAL MANAGEMENT

According to Alimo-Metcalfe and Wedderburn-Tate (1993), in terms of the
managerial population, it is difficult to establish accurate figures for the propor-
tions of women in management since definitions of management used by differ-
ent studies vary. According to the ISCO-88 classification (adopted in 1987)
managers are defined as ‘legislators, senior officials and managers’. The
International Labour Organization (ILO) provides comprehensive country
comparisons on the number of women in management in various European
countries. In 1995, for example, the numbers varied between 16% and 31%.
By 2003 these figures had risen to between 25% and 34% (ILO 2003). It has
been established that, while organizations may be prepared to promote women
through their domestic managerial hierarchy, few women are given opportuni-
ties to expand their career horizons through access to international careers.
Despite growing numbers of women in employment, the rate of progression of
women to international managerial positions remains low in all countries.
The 2-3% of international managers represented by women in the early
1980s has now increased to around 17% (GMAC Global Relocation Services
2003). The number of female international managers, however, is
still proportionally low in relation to the overall size of the qualified female
labour pool.
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The presence of women in international managerial positions is of interest for

four reasons:

1 It may indicate a change in the power distribution between men and women
in organizations that would result in a change of corporate culture and would
thereby provide different/new opportunities for female managers (Burke
and Davidson 1994; Napier and Taylor 1995).

2 It may show an increased recognition of the importance of having a diverse
workforce as companies benefit financially and economically from diversity.
Creativity, innovation and problem-solving capabilities are also increased
with a diverse workforce (Wilson 1996; Woodhall 1996).

3 International experience is often considered as a requisite for promotion to
the top of the organizational hierarchy (Buscherméhle 2000). This situation
leads to a vicious circle for women: on one hand, women do not have the
senior managerial experience that some organizations deem necessary for a
foreign assignment and, on the other hand, a foreign assignment frequently
represents a central condition for further career promotion (Bittner 2000).
Despite the positive career impact of a foreign assignment for individuals,
however, career theorists critically argue that sending somebody abroad does
not necessarily lead to an attractive career move for the organization. Suutari
and Brewster (2005) suggest that a foreign assignment frequently leads the
international manager to resign his or her job on return as they are often
faced with an unchallenging job, have unexpectedly low levels of authority
and few possibilities of utilizing their additional competences that they
achieved abroad (see Chapter 12).

4 Given that shortages of international managers are an increasing concern for
many MNCs, and that this may constrain the implementation of their inter-
national strategies, the failure to develop female managers for international
managerial positions increasingly becomes a strategic human resource issue

for many organizations (Smith and Still 1996).

FEMALE INTERNATIONAL MANAGERS:
GETTING BACK TO THE ROOTS

Research on international human resource management began only in the late
1960s (Borrmann 1968; Perlmutter 1969), thus research on foreign assignments
and especially research on female international managers is still a relatively new
discipline. One of the reasons for this is that the international human resource
management literature has paid very little attention to women as expatriates, as
several empirical studies indicate that the typical expatriate is male, married and
between 30 and 45 years (cf. Gross 1994). Besides, up to the early 1980s, research
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on women in international management was mostly restricted to the role of the
‘expatriate wife’. However, this emphasis on male expatriates has not led to
increased attention of the under-representation of female expatriates, although
disadvantaged groups and aspects of potential discrimination tend to be of high
interest to the ‘scientific community’. No objective reason can be given to explain
why female international managers are an under-researched field.

Female international managers were not considered in the early literature on
foreign assignments in contrast to other aspects — such as the selection, training
and rewarding of expatriates. Similarly, the scope of gender studies that deal inten-
sively with the under-representation of women in national management did not
transfer to an international level.

In the mid-1980s, however, Adler was one of the first researchers who concen-
trated on female expatriates and focused her pioneering work on women’s under-
representation in international management and investigated the main reasons for
this phenomenon. From the 1980s onwards, there has been an increasing interest
in the subject of female expatriates and in the reasons for their minority represen-
tation. This may partly be explained by the lack of highly qualified employees, the
requirement of new strategies for staffing and retention and an increased consid-
eration of women for certain positions. Furthermore, until recent years research
on female expatriates has mainly been conducted by North American researchers
and innovative concepts have their origin in North America or the UK, while stud-
ies dealing with female expatriates from a continental European point of view are
still quite rare. Table 13.1 gives an overview of the authors who have contributed

strongly to the findings in this field.

FEMALE INTERNATIONAL HUMAN RESOURCE
MANAGEMENT LITERATURE THROUGH THE YEARS

To a large extent the literature on female expatriates deals with aspects of under-

rcprcscntation and concentrates on three main fields:

1 Studies dealing with the reasons for under-representation of female expatriates and
research into potentially problematic aspects for women abroad (Adler
1984a, 1984b, 1984c; Mendenhall et al. 1995).

2 Individual experiences of female expatriates, especially intercultural adaptation
in the host country (Taylor and Napier 1996; Caligiuri et al. 1999).

3 Gender-specific differences between expatriates concerning relevant aspects of
assignments such as motivation and willingness to relocate (Domsch and
Lichtenberger 1991), as well as selection and preparation for assignments
(Stone 1991; Harris 1995).
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Within these different fields, a strict differentiation is not possible since they all
address the aspect of under-representation: for instance, both studies of gender-
specific differences and empirical reports of female expatriates discuss possible dif-
ferences between female and male managers as well as impediments that explain
or define the small share of female expatriates, respectively. Having a look at
shifts in the research emphases over time, three main research phases may be dis-
tinguished:

1 The 1980s: as indicated already, research on female expatriates started
mainly with Adler’s pioneering studies investigating the reasons for their
under—representation.

2 The 1990s: most research during this period refers to Adler’s studies and
was primarily conducted in North America. Studies which considered differ-
ent samples, countries or other contextual changes seemed to be very rare.

3 The new millennium: starting with the beginning of the new millennium,
the range of different aspects has increased; mainstream paths are frequently

left and new research fields are explored.

The 1980s: the seminal work of Adler

In the 1980s Adler undertook comprehensive research to determine the reasons
for the under-representation of female expatriates in North American companies.
Adler’s (1984a) results indicated that women’s participation rates did not exceed
3%. In her studies she tested whether three widely held ‘myths’ on women in inter-
national management were true or not. These assumptions were called ‘myths’ by
Adler, since they do not reflect reality but companies nonetheless tend to rely on
them. Since Adler used this term, it is widely used when discussing the under-

representation of female expatriates.

Myth 1: women do not want to be international managers

In her survey with MBA students Adler (1984c) found that male and female stu-
dents were both highly interested in working abroad. Gender-specific differences
could be found neither in their interest nor in the reasons why they would reject

an offer to go abroad. Adler, therefore, concluded this was a myth.

Myth 2: companies refuse to send women abroad

Adler (1984b) found out that although only one-third of respondents ever had any
experience with female expatriates, about half of them were sceptical regarding the
selection of women. Quite obviously, this myth could be confirmed: home-country
management is a major barrier for sending female managers on a foreign assignment.
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Myth 3: foreigners’ prejudices against women render them ineffective
when women are interested in international assignments and are sent
on an assignment

Having interviewed female expatriates in Southeast Asia, Adler found that almost
all respondents (97%) rated their foreign assignment as successful and nearly half
of the female managers said that they benefited from being women when working
together with clients and business partners. This myth, therefore, could also be dis-

proved in Southeast Asia.

The 1990s: not many novelties?

In the 1990s research on female expatriates was characterized by little innovation
and, if examined closely, it seems to be repetitive, as much of the research deals
with the under-representation of female expatriates and refers to Adler’s studies of
the 1980s, which underpins the importance and sustainability of her work, but
does not take the debate much further. Research conducted during this period was
primarily in North America (cf. Chusmir and Frontczak 1990; Coyle and
Shortland 1992; Antal and Izraeli 1993; Mendenhall et al. 1995; Grove and
Hallowell 1997; Weber et al. 1998; Stroh et al. 1999).

In general, during this period, comparative studies which consider different
samples, different countries or other possible contextual changes — factors that
may influence the current levels of female participation in expatriate assignments —
seem to be rare. Generally, the same problems and the same solutions for those
problems are dealt with, creating little new knowledge.

Another research area that emerged during this period was the phenomenon of
the dual-career couple in international assignments, and in particular when the
male partner is the accompanying partner. Research conducted in North America
by Punnett et al. (1992) examined issues associated with female expatriates and
their partners and concluded that this issue will pose a dramatic challenge for
international organizations in the coming decades. In almost all countries, it is not
yet the accepted social norm for the male partner to be the accompanying partner.
Australian research conduced by Smith and Still (1996) suggested that interna-
tional relocation can have detrimental and lasting effects on the expatriate’s part-
ner. They also suggested that dual-career and family conflicts, rather than personal
competence or commitment, are frequently responsible for employees refusing
overseas opportunities. Similarly, Dowling et al. (1999) noted that there was wide-
spread expatriate failure and this was attributed to the growing number of dual-
career couples.

Research emerging from Britain at this time focused on the organizational influ-
ences on women’s career opportunities in international management (Harris

1995). Harris investigated the complex dynamics between formal policies and
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informal organizational practices and their impact on women’s perceptions of
probable success in obtaining international management positions. Harris sug-
gested that home-country selection procedures may play a critical role in deter-
mining the low level of female participation in international assignments.
Simultaneously, in North America, Davison and Punnett (1995) questioned
whether there is a role for gender and race in international assignments. They con-
cluded that stereotypes of and biases against minorities and women still continued.

Despite these limitations, however, research began to concentrate on female
international managers and their experiences abroad. This new research outlined
the success stories of women and proved that female managers are as successful as
their male colleagues in international business. This is significant since the major-
ity of those studies were conducted in Asian countries such as Hong Kong, China
and Japan, i.e. countries where prejudices towards female expatriates could make
them fail easily and return prematurely from their foreign assignments. In-depth
research conducted by Napier and Taylor (1995) examined how foreign women
can succeed in Japan and found that the factors that affect the adjustment of
women expatriates are similar to those that affect male expatriates. The women in
their study perceived that they were almost as well accepted professionally by
clients in Japan as they would be in their home countries. Westwood and Leung
(1994) also came to similar conclusions, noting that their sample of female expa-
triates in Hong Kong had very positive experiences. Gender had no impact on their

effective managerial performance.

The new millennium: new approaches, changed perspectives

During the late 1990s and at the beginning of the new millennium studies emerged
that examined gender-specific differences between expatriates regarding different
aspects of their assignment, such as selection and preparation for the assignment.
Research by Caligiuri and Cascio (1998) examined factors affecting the perform-
ance of western women on global assignments. The authors offered 15 strategies
for MNCs to maximize the likelihood of success of their female international man-
agers. Results of a study by Caligiuri and Tung (1999) which compared the success
of male and female expatriates in a US-based multinational suggested that overall
male and female expatriates can perform equally well in international assignments
regardless of the country’s predisposition to women in management.

Harris (2001, 2002) examined the selection methods used by UK companies in
relation to female international managers and concluded that informal manage-
ment practices worked against espoused official equal opportunity policies.
Mayrhofer and Scullion (1998) analysed potential differences between male and
female expatriates in the German clothing industry in terms of selection, prepara-
tion and support during the assignment. They found that gender differences were

rather small but, significantly, age was an important influencing factor. The only
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point where there were clear differences between male and female expatriates
in the selection process was where the partners of female expatriates were less
frequently included in comparison to their male counterparts.

A further research area that was investigated during this period related to
whether female and male managers are willing and motivated to relocate abroad
to the same extent as their male colleagues. Domsch and Lieberum (1998) found
that in Germany there were no gender differences in the willingness to work
abroad or in the reasons for rejecting a foreign assignment. In contrast, research
conducted by Lowe et al. (1999) with business students in two universities in the
United States found that males and females differ in their willingness to relocate
depending on (i) the cultural differences between the culture of the respondent’s
home country and that of the referent location and (ii) the levels of development
in the host country. The results show that no gender differences were found in the
willingness to work in Britain, Canada, France, Italy or Venezuela. The largest dif-
ferences were found in the responses from female participants regarding their
unwillingness to work in Indonesia, Saudi Arabia and Vietnam. European research
conducted by Linchan (2000) suggested that female managers do want interna-
tional careers, but one of the main barriers to achieving this is the attitudes and
pcrccptions of homc—country senior management. Homc—country management
mistakenly assumes that because of balancing work and home life, in particular
among married women, they would not be interested in an international career.
Linchan concluded that female international managers are as motivated
and as mobile as their male counterparts, but have frequently to ask to be sent
abroad.

Further research investigated the manner in which females adapt to foreign cul-
tures and their overall perceptions of their experiences abroad. Mathur-Helm
(2002), for example, conducted research with female international managers in
South African MNCs. Her research revealed that these women were not only suc-
cessful as expatriates but achieved high performance, carcer growth, and promo-
tion. Caligiuri and Lazarova (2002) developed a model in order to determine the
impact of social relationships and support on cross-cultural adjustment. Their
research concluded that because of the strong influence which social networks
have on the success of foreign assignments organizations should encourage oppor-
tunities to support such interactions. These supports and networks would be par-
ticularly advantageous to female international managers as very many of them are
in a pioneering role. Similarly, research conducted by Tzeng (2006) with 21 female
international managers in Taiwan revealed that women who are married and rais-
ing children have to utilize other kinds of support in order to balance family and
job responsibilities. Recent research conducted by Varma et al. (2006) investigated
host-country acceptance and preference of US female expatriates in India and
found that they were preferred by Indian host-country nationals as co-workers

significantly more than their male counterparts.
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Other areas of research which continue to be investigated include the impact of
work—family conflict on the international career move and the relevance of gender
(Harris 2004). Harcar and Harcar (2003) and Selmer and Leung (2003) also exam-
ined the effect of family issues for female international managers. Their research
focused on partners and children of international female managers, and in partic-
ular, how human resource management policies could support work—life balance.

Some of these research areas will now be discussed.

SOME DEFICITS IN THE FEMALE INTERNATIONAL
MANAGEMENT LITERATURE

Three main deficits may be identified from the existing female international

management literature:

1 Theoretical deficits: there is a lack of strategic questions as most studies
focus on operational issues (Festing 1996). Besides, the female expatriate lit-
erature lacks a well-founded theoretical basis. There are no theoretical
approaches and no theoretical frameworks which could explain correlations
or context (Clermont and Schmeisser 1997).

2 Empirical deficits: there is a lack of empirical research, particularly in a
European context. This applies not only to the general foreign assignment
literature (Dowling and Schuler 1990) but also to female expatriate litera-
ture. There are general descriptive studies that focus on narrow research
questions and thus their value is relatively limited (Scherm 1999).

3 Content deficits: the variety of topics is limited and, in comparison to other
research fields, there is a deficit of new research areas. As in the case of gen-
eral foreign assignment literature, researchers frequently rely on standard
works — such as Adler, Linchan or Tung — and rarely make diversions from
mainstream paths. Moreover, the typical characteristics of foreign assign-
ment literature are continued in this field: the research is almost exclusively
confined to Anglo-Saxon countries, is descriptive and seldom supported by

theory.

UNDER-REPRESENTATION OF WOMEN
IN INTERNATIONAL MANAGEMENT

The under-representation of women in positions of power emerged as a ‘problem’
on the agenda of many industrialized countries in the 1980s. Having a look on
country-specific differences, research by Rosener (1995) and Caligiuri and Tung
(1999) established that the number of female managers may vary due to the country
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of origin. The proportion of female expatriates in Japan, for example, is much
smaller than in Australia, Canada and the USA while there are many more female
expatriates in Finland. This situation may be attributed to the different values each
society places on masculinity and femininity, which, in turn, impacts on women’s
access to senior management in their home country. Hofstede (1995) suggests that
women in management will have the greater difficulties in ‘masculine’ countries
like Austria and Japan and fewer prob]cms in ‘feminine’ countries like Finland.

Cultural prejudices of the host country are still a central argument against send-
ing female managers abroad, particularly in relation to Arab, African and Asian
countries, even though Adler proved that those prejudices relate more to the home-
country decision makers than to the host country itself. Due to such prejudices,
female managers are thought to lack acceptance of their authority and credibility
abroad, which hinders their efficient performance (Adler 1984b). Some organiza-
tions, therefore, perceive that sending women managers on international assign-
ments could pose a high risk and could increase the probability of an early and
costly return. This attitude remains quite stable and unchanged; although several
counterarguments indicate that female managers can be successful in international
management: because female expatriates differ in their appearance, their actions
and by their professional status from local women, therefore, they will experience
different treatment and acceptance (Grove and Hallowell 1997). Interestingly,
female expatriates may be viewed first as ‘foreigners’ and representatives of the
company and second as women (Forster 1999). So the respect that is shown to a
manager abroad depends more on formal status and not so much on gender
(Mendenhall et al. 1995). This means that companies may possibly project their
own prejudices against female managers on to host-country nationals or use this
argument consciously as a justification for the under-representation of female
expatriates.

Another central argument for the under-representation of women in interna-
tional management is a lack of female candidates in the recruitment pool for for-
eign assignments. Women may be under-represented in international management
because of work areas and industries that involve foreign assignments, thereby lim-
iting the number of women available for selection for international assignments
(Nye 1988; Kollinger 2005b). Studies show that female international managers
tend to work more frequently in the service sector than in the industrial sector and
they appear to be concentrated in areas such as banking and finance, publishing and
retailing (Adler 1987; Forster 1999). The fact that many jobs are still seen as
‘men’s’ or ‘women’s’ jobs influences the initial intake of a particular gender to
organizations (Lang 1991; Kreimer 1999). If the initial intakes for particular career
routes are unbalanced, it is unlikely that the pattern will improve later, particularly
in organizations that have a policy of ‘promotion from within’ where possible.
Women, therefore, may not be included in the recruitment pool for international

assignments, because they are not represented in the relevant positions and
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functions (Domsch and Lieberum 1997; Forster 1999). As international assign-
ments are primarily conducted at top and middle management level, this is a dis-
advantage for women who, although increasingly represented in lower and middle
management, are still exceptions in upper or top management and therefore
under-represented compared with their male colleagues (Antal and Izraeli 1993).
As noted previously, this is a dilemma for women managers if, on the one hand,
senior management in their home organizations deems that they do not reach the
minimum selection criteria for international assignments and, on the other hand,
experience in foreign assignments is considered central for their career advance-
ment (Brandenburger 1995). This situation, however, should change as more
women now not only have the educational and technical skills and the required
professional experience but are willing to develop their careers to meet the
requirements for an international position (Linehan 2000; Collins-O’Sullivan
2005; Kollinger 2005a). Given the shortage of female international managers,
companies may need to consider offering foreign assignments to younger women
who have not yet reached senior managerial positions in their home organizations
(Collins-O’Sullivan 2005). This would be in line with a trend to expatriate people
earlier in their careers (GMAC 2003).

The issue of dual-career couples and work—family conflict are still perceived by
home-country managers to be more problematic for women because women are
still taken to be primarily responsible for care of the children and household (see
Chapter 10). Work—family conflict is experienced when pressures from the work
and family roles are mutually incompatible, such that participation in one role
makes it more difficult to participate in the other. Despite women’s increased
involvement in the workforce research over time and across cultures continues to
document the persistence of inequality in the allocation of household work and
family responsibilities, even among couples with ‘modern ideologies’ and in coun-
tries with commitment to gender equality at home and at work. Women’s extra
domestic responsibilities can create role conflict and overload and can reduce the
potential for achievement in their careers (Davidson and Cooper 1992; Lewis
1994; Linehan 2000).

Closely linked to dual-career and work—family conflict is the partner of the
international manager. It is evident that one of the most important factors in deter-
mining the success of an international assignment for both males and females is the
willingness of a partner to leave home — and possibly a carcer — to live abroad
(Monka 1992; Buscherméhle 2000). The refusal of the partner to go abroad
and/or children of school age are of high relevance for both genders and are one
of the leading reasons for turning down the offer of a foreign assignment (Napier
and Taylor 2002; Valcour and Tolbert 2003). Currently, most issues concerning
dual-career couples are left to the individual couple to resolve with no help from
the company. Managing career moves for both partners simultaneously is usually a

difficult process and the conflicts associated with career transitions can be either
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cased or increased by organizational policies (see Chapters 10 and 12). As the
majority of international managers is still male, the non-working expatriate part-
ner is most often female and the non-working husband or partner may find him-
self the lone man in a group composed otherwise of wives or female partners
(Coyle and Shortland 1992). Additionally, sex role stereotypes suggest that male
accompanying partners will be less willing to relocate internationally than female
partners. It may be construed that a male following his wife or partner on an inter-
national assignment is a significant departure from social norms associated with the
male role as primary provider for the family. The male accompanying partner is,
therefore, considered atypical and may have been conditioned to feel less worthy
if not contributing financially (Mendenhall et al. 1995). It is clear, therefore, that
additional emotional stress is experienced when the accompanying partner is male
and this can lead to some dual-career couples preferring to avoid international
transfers, thereby potentially sacrificing the female partner’s career advancement
(Adler 1984c). In order to avoid the additional stresses associated with dual-career
couples, it has been established that female international managers may choose to
remain single in order to advance their careers. Research by Forster (1999) found
that 89% of female international managers are single, whereas only 27% of male

international managers are unmarried.

IMPACT OF INFORMAL ORGANIZATIONAL INFLUENCES

Recruiting international managers is still influenced by informal practices (Harris
and Brewster 1999; see also Chapter 5). This is seen to be particularly problematic
for women, given the large proportion of international managers that is currently
male. Within a selection context where the nature of the vacancies reflects a male-
type bias, there appears to be even more need for selection systems to ensure that
potential ‘prejudice’ on the part of selectors is constrained by a process which
forces them continually to question their assumptions about women’s suitability
and, critically, their acceptability in international management positions. Selection
is also seen as a social process used by those in power in organizations as a means
of recruiting and promoting only those employees who most closely conform to
organizational norms (Antal and Izracli 1993). Employees are likely therefore to
be judged more on the basis of their acceptability rather than their suitability. Perry
ctal. (1994) argued that occupations where there is a predominance of one gender
over the other can lead to gender-typed jobholder schema in the minds of selec-
tors. Research into selection systems for international assignments points to a pre-
ponderance of systems where primarily subjective knowledge of an individual
determines who is seen to ‘fit in’ best with existing organizational norms
(Brewster 1991; Scullion 1994). In summary, gender is still a main barrier to selec-

tion for international managerial assignments because the stereotypical image that
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an international manager is male still exists in organizations and society (Friedel-
Howe 1999).

Two additional informal organizational processes that contribute to the under-
representation of female international managers are mentoring and networking,
Informal networking and informal mentoring provide training in managerial
career norms and help individual managers to gain membership of their career
group (Barham and Oates 1991; Harris 1995). A number of significant advantages
are afforded to an individual through networking. These include exchanging infor-
mation, collaboration, developing alliances, acquisition of tacit knowledge, visibil-
ity and support (Adler 1987; Harris 1995). Networking forms an essential
dimension of organizational life and individuals who excel at networking generally
excel within the organizations in which they operate. Networks usually involve
contacts with a variety of colleagues for the purpose of mutual work benefits.
Networking skills, in particular, are important for the international manager
because he or she will need to be able to exploit information, expertise and other
resources wherever they might be found in the organization worldwide (Burke and
McKeen 1994; Powell 1999). Female international managers, however, may be
disadvantaged in accessing informal career networks — as an important aspect of
the informal socialization process is sharing with members of a group who are sim-
ilar to themselves and who have similar backgrounds (Davidson and Cooper 1992;
Linechan 2000). In this regard, women are sometimes seen as ‘non-typical, and
therefore risky’ by men who comprise the majority of informal networks.

In many organizations, the concept of networks is understood to mean a male
club or an ‘old boy network’ model; therefore, women have been largely excluded
from ‘old boy’ networks’ traditionally composcd of individuals who hold power in
the organization. The exclusion of females from these male managerial groups
often perpetuates the more exclusively male customs, traditions and negative atti-
tudes towards female managers (Scase and Goffee 1989; Burke and McKeen
1994). The negative effects of these covert barriers include: blocked promotion
and blocked career development, discrimination, occupational stress and lower
salaries. Networking and the old boy system is dependent on informal interactions
involving favours, persuasion and connections to people who already have
influence.

Overall, it is apparent that the informal networking facilities that are available
to male international managers are not equally available to female managers — despite
instances of women-only networks in companies such as PricewaterhouseCoopers
or among lawyers. If women are excluded from informal networks they may lack
information, advice, influence and power, all of which are important for interna-
tional career success. Although the impact of informal networking processes
remains an under-researched area, it is clear that managerial women are still less
integrated in organizational networks and it is these networks which can influence

pl‘OInOtiOIl and acceptance.
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Networking and mentoring suggest some similarities. Both mentors and peer rela-
tionships (networking) can facilitate career and personal development. Networking
can be useful at all stages in career development, while mentors are particularly useful
at the carly stages in career development. Although mentoring relationships may be
particularly important for the advancement of women in international management,
there is a smaller supply of mentors available to women than to men. There are many
possible explanations for the infrequency of mentoring relationships among women
in organizations. Generally, these explanations are that (i) women may not seek men-
tors; and (ii) mentors may not select female protégées. A difficulty for women in
approaching male mentors may be compounded by the female’s fear that her attempts
to initiate a relationship may be misconstrued as a sexual approach by either the
mentor or others in the organization. Women, therefore, may have trouble finding
mentors because there may be potential discomfort in cross-gender relationships.

The second explanation relating to mentors being unwilling to select female pro-
tégées suggests that even if women are considered as suitable candidates for the pro-
tégée role, male mentors may choose male protégés because they may be more
comfortable developing a professional and personal relationship with another male.
The mentor may also identify with the male protégé and perceive the protégé to be a
younger version of himself. It can be suggested, therefore, that female protégées may
be perceived as being a greater professional risk than their male counterparts and fail-
ure of a protégé could be a reflection on the competency and judgement of the mentor.
Women, therefore, may seck to avoid the difficulties associated with obtaining a male
mentor by secking a female mentor. Another difficulty may arise, however, in attempts
at finding a female mentor, as there are still very few senior female international man-
agers in comparison to males. The few women in mentoring positions, therefore, may
receive an overload of requests from the relatively larger block of women in lower
levels of the organization, which may result in a reduction of access to mentors.

In summary, then, in an international management context, a mentoring relation-
ship is even more important than in domestic management (Linchan 2000). Mentors
provide the contact and support from the home organization, which in turn facilitates
re-entry — in addition to improving the self-confidence of protégées, increasing their
visibility in organizations and increasing their promotional prospects. Additionally, in
the absence of family and friends, mentors also provide many support benefits and
help keep the international manager in touch with their home organization which in

turn reduces the ‘out of sight, out of mind” disadvantage (Linchan and Scullion 2002).

Case study 13.1

Austrian female managers breaking the glass border

This case illustrates the current situation for Austrian female international
managers. One of the aims of the case is to investigate whether obtaining an
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international assignment represents a further barrier for Austrian women or
whether they are able to break the glass border. Mandelker’s (1994) term the
‘glass border’ describes stereotypical assumptions by home-country senior man-
agement about women as managers and about their availability, suitability and
preferences for international appointments. A questionnaire was distributed to the
human resource managers of the TOP 500 companies and the 25 largest banks,
insurance companies and management consultants in Austria, regardless of the
nationality of the parent company.

The results indicate that, for this sample, the number of Austrian female inter-
national managers is 12% and therefore only slightly smaller than the number of
local female Austrian managers, which is 13%. Interestingly, this result is quite
similar to the findings of other international, e.g. US, studies where female inter-
national managers make up to 17% of the global expatriate population (GMAC
Global Relocation Services 2003; Taylor et al. 2002). There are wide variations
among organizations; as almost half of these companies send no females abroad,
in 10% of the organizations surveyed women make up more than 40% of inter-
national managers. Surprisingly, these organizations are mainly industrial enter-
prises with fewer than 500 employees and not service companies as one may have
expected since women are usually more highly represented in the service industry
according to the horizontal segregation of the labour market. The results indicate
that an international foreign assignment does not have to be a further barrier in
a woman’s career, although women are still under-represented in international
management in comparison to their male colleagues in this sample. In one-
quarter of the cases, women who have already succeeded in breaking through the
glass ceiling in their home organizations will be sent more frequently on a foreign
assignment. So, there are strong indications that a foreign assignment does not
necessarily mean a further barrier in @ woman’s career and that not all Austrian
women are discriminated against when it comes to filling an international
position.

When comparing these results with mainly Anglo-Saxon studies, the relative
importance of the arguments for the under-representation of female expatriates
is different. Fifty percent of Austrian companies in the sample, however, regard
the lack of female managers in (i) senior managerial positions in their home
organizations and (ii) in the relevant industry sectors where most opportunities
for foreign assignments occur as the main reasons for the under-representation of
women in international management. In contrast to this the Anglo-Saxon studies
highlight the cultural prejudices of host-country nationals regarding women
together with family obligations as major barriers to women in international man-
agement. The explanation for these findings could be twofold: either Anglo-Saxon
studies neglect these two factors (representation of women in senior managerial
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positions and in relevant industry sectors) in their research settings or there are
country-specific differences for explaining the minor representation of female
expatriates.

Source: Kollinger (2005a)

Questions

1 Why do you think the number of female Austrian international managers is
almost equal to (i) the number of home-country female Austrian managers
and (ii) female global international managers?

2 Could the reasons cited for the under-representation of Austrian female
international managers’ help to explain the under-representation of female
international managers worldwide?

3 Given that Austrian organizations are perceived to have a ‘male’ culture,
how do you think Austrian female managers have managed to break
through (i) the glass ceiling and (ii) the glass border?

IMPLICATIONS FOR INTERNATIONAL HUMAN
RESOURCE MANAGEMENT POLICY AND PRACTICE

The development of women in international management deserves special atten-
tion despite the current human resources policy initiatives directing attention away
from equal opportunity policy towards diversity management. Women will remain
a small minority in international management until organizations re-examine and
reassess their human resource management policies and practices. Many of these
practices, however, are not neutral assessments but rest on a set of gender-based
assumptions about what managerial competence looks like and how it should be
rewarded (Sinclair and Ewing 1993).These practices are often embedded in organ-
izational cultures and entrenched in organizational power structures. Human
resource management practices primarily reflect the interests of the dominant
group in the organization, and organizations generally have not succeeded in intro-
ducing training and development strategies that effectively meet the needs of
women. Despite the rhetoric of strategic human resource management few organ-
izations have introduced a fundamentally new approach to the management of
human resources and sophisticated and progressive approaches to human resource
management remain the exception rather than the rule (Torbiérn 2005).

As identified, the lack of mentoring and networking relationships are significant
barriers facing women managers in their pursuit of careers in international man-
agement. Organizations, therefore, should introduce formal and informal mentor-
ing strategies specifically designed to promote the participation of women

managers in international management. Female managers may have different
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mentoring needs than men; therefore, women are likely to be assisted in their
career development in different ways from their male colleagues. To encourage
commitment to mentoring programmes it may be necessary to introduce incen-
tives such as making mentoring part of the formal duties of managers and to
include it in the performance assessment of senior managers. Additionally, given
the severe shortage of female mentors, organizations urgently need to address the
question of how to encourage female managers to take on the role of mentors.
Organizations need to develop a pool of senior female mentors who can advise,
support and sponsor and, very importantly, act as role models for the new genera-
tion of female managers seeking to break into careers in international management.

Another aspect of human resource policy should be to encourage women to join
and develop a variety of networks. As discussed carlier, a range of benefits can be
provided by networks, but this still does not address the problem of females gain-
ing access to male networks. This suggests that the significant problems facing
women seeking international careers can be found within the organizational
culture. Organizational interventions such as raising men’s gender awareness need
to be promoted together with a public relations campaign where the benefits and
successes of equal opportunities are stressed.

Organizations should also proactively seck information about the individual
requirements and career aspirations of women managers who may be interested in
a career in international managernent. Human resource practices need to be cus-
tomized to meet the very different needs of various groups of women managers
based on listening to views of different groups of women and developing human
resource strategies which are geared to an understanding of what motivates
women and drives their career paths. This approach suggests the application of
basic marketing principles in segmenting employees, understanding their require-
ments and customizing human resource policies accordingly. This segmentation
and customization could usefully be extended to women seeking to progress their
careers in international management.

It would also be useful if organizations developed a formalized but voluntary
pool of candidates who are interested in pursuing international careers. By doing
so, companies could easily gain an overview of potential candidates and prove
whether their qualifications and competencies correspond with the required job
profile. Additionally, given that registration in those recruitment pools is volun-
tary, companies could thereby reduce their hesitations that female candidates are
not really interested in foreign assignments (Kollinger 2005b). It is important that
there are formal, written recruitment policies as well as well-defined selection cri-
teria and job profiles. The more comprehensible and the more formal the selection
process, the more probable it is that female managers will be included in the
potential candidate pool for foreign assignments since they have only limited access
to informal policies such as networks and mentors (Wiegand 1995). International

assignments could also be integrated as part of a career plan. This would indicate
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when an employee is ready to be considered for expatriation, for example, by
having sufficient organizational experience thereby offering transparency in the
selection process. Organizations could benefit from such a process since career
planning would ensure an adequate number of candidates to choose from thereby
reducing the uncertainty of availability. As discussed earlier, it is uncertainty that
makes organizations choose candidates who are most similar to the selecting deci-
sion makers, who are, in general, men (Veith 1987; Antal and Izracli 1993). By for-
mally integrating foreign assignments into the managerial career path, a basis for
the promotion of female expatriates would then be created.

Additionally, organizations need to develop policies in relation to dual-career
couples, which may include realistic pre-assignment briefings, individually tailored
corporate assistance in order to work or study in the host country or considering
alternative solutions like ‘short-term assignments’ or ‘commuting-assignments’
(Reynolds and Bennett 1991; Solomon 1996; see also Chapter 11). Regardless of
the respective solution depending on the individual circumstances, questions arise
in general regarding the financial, personal and emotional costs experienced by the
partner in an international move. The failure of organizations to respond to dual-
career issues results in costs, not only to the couple, but also to their organizations.
The willingness of organizations to address dual-career issues may be important
for achieving competitive advantage in the future. The failure to develop effective
strategies to promote increased participation of women in international manage-
ment will become increasingly costly to organizations and will limit the potential

supply of international managers.

CONCLUSION

In the international arena, the quality of management seems to be even more crit-
ical than in domestic operations. The effective management of human resources,
therefore, has increasingly been recognized as a major determinant of success or
failure in international business (Black and Gregersen 1999; Dowling et al. 1999;
Forster 2000; Scullion and Collings 2006; see also Chapter 5). As discussed, during
the past 20 years, the promotion of females to international managerial positions
has grown at a very slow rate. In most countries still the perception is to ‘think
manager, think male’. Recent research by Schein (2007) reveals the strength and
inflexibility of the ‘think manager, think male’ attitude held by males across time
and national borders. Schein suggests that since the 1970s corporate males in the
USA continue to see women as less qualified than men for managerial positions.
Internationally, the view of women as less likely than men to possess requisite
management characteristics is also a commonly held belief among male manage-
ment students in China,Germany, Japan, the UK and the USA. Despite the difficul-
ties outlined above, however, female managers are capable of becoming successtul
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international managers. There is now growing evidence that female international
managers are successful once they have been sent abroad. Interestingly, being a
woman could be an advantage, for example, in countries like Asia where male leader-
ship characteristics correspond to western female characteristics (Westwood and
Leung 1994; Wah 1998). Home-country male managers, however, often perceive
women as being different and not like themselves, so they tend not to select
women for international positions. If female managers want to be selected for
international assignments, therefore, they will have to be prepared to ask for such
positions, as up to now, they are rarely offered such opportunities. They may also
need to convince their home-country managers of their availability to partake in
international management. Female managers may have to strive harder and show
that they are more ambitious and more mobile than their male colleagues to prove
their worth in the male-dominated environment of organizational management.
Female managers, however, who know what they want, and demonstrate their
capabilities in this regard may be very successful.

Similarly, for organizations it is important to consider female managers as
potential candidates to go abroad since the willingness of employees to move
abroad appears to be declining (Greene 2001). As global competition intensifies,
competition for global leaders to manage international operations will steadily
intensify and organizations must develop new ways to identify, attract and retain
new pools of international executive talent. Moreover, it would not make sense to
limit the pool of candidates to exclude female managers because this would mean
abandoning highly qualified and motivated human resources. Given the rapid
process of global activity and the fight between companies for the most talented
people, such a behaviour would not be appropriate, because as Adler states, ‘in a
ferociously competitive global economy, no company can afford to waste valuable
brainpower simply because it is wearing a skirt’ (Adler 1997: 310).

KEY LEARNING POINTS

®  This chapter has provided an understanding of why there is a dearth of liter-
ature relating to female international managers.

® We have traced the development of literature in this field from the mid-
1960s to the present day.

® There has been an examination and explanation of why women have been
and still remain under-represented in international assignments.

®  Organizations can clearly benefit from having women international managers.
International human resource management policies and practices with
regard to areas such as selection, networking and mentoring that have the
potential to improve the female international assignment rate need to be
explored and, in many cases, adapted.
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Chapter 14

HRM and international
organizations

Estelle Toomey and Chris Brewster

CHAPTER OBJECTIVES

By the end of this chapter, readers will have:

® an appreciation of the features of international organizations (IOs) that make
them a unique type of international employer, including the United Nations
as perhaps the most visible example

® an understanding of what international human resource management
(IHRM) issues 1Os are challenged by and how these may be similar or
different to those of multinational corporations (MNCs)

® knowledge of some of the differences between the employees of IOs and the
employees of MNCs

® an idea of how some of the research about MNC expatriates may be consid-

ered in terms of IO employees

INTRODUCTION

This chapter explores international HRM (IHRM) in a group of important but pre-
viously largely unresearched organizations — intergovernmental civil services.
Using the United Nations as its exemplar, this chapter outlines some of the char-
acteristics of these organizations that make them unusual and some of the features
of their work and their staff that mean that expatriation in these contexts is quite
different from that found elsewhere. In particular, the chapter argues that these
most international of organizations, where typically people are managed by, and in
turn manage, people of a different nationality from themselves, have a series of
unique circumstances to deal with in their IHRM policies and practices. The chap-
ter gives examples of the practices of these organizations and outlines some of the
problems that they face in the effective management of IHRM.
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Anecdotal evidence and the majority of empirical studies regarding IHRM, par-
ticularly involving expatriation, relate to multinational corporations (MNCs). This
knowledge forms an important basis for our understanding of the issues and the
stakeholders engaged in international assignments. Generally speaking, there has
been little research examining the ways in which the concepts used and the issues
identified are applicable to other types of organization, including the international
organizations (IOs) like those found within the public sector, including national
civil services, North Atlantic Treaty Organization (NATO), European Union (EU)
and the United Nations (UN). In many ways, these organizations are the most
international of all, yet their IHRM practices are not widely understood.

This chapter serves to fill this gap in the IHRM literature by considering know-
ledge from the fields of human resources and organizational behaviour with regard
to international organizations. Just as traditional THRM literature on MNCs tends
to generalize about organizational type, structure and size, etc., the diversity of
IOs necessitates a chapter of this scope to do so as well. Thus, we consider this
topic broadly in terms of IHRM issues relevant to IOs overall, and defer compar-
ative analysis of I0s to organizations such as non-governmental organizations
(NGOs) to other sources (Brewster and Lee 2006). In the same vein, recognizing
that there is a wide range of MNCs with different approaches to IHRM, we have
chosen to highlight research that relates generally to large multinational companies
since, as a group, they have a richer history of employing expatriates overall. We
adopt this approach as a basis for considering application of existing knowledge to
10s, as well as proposing new ideas that may warrant further consideration.

More specifically, based on extensive consultancy work within 10s, on research
conducted for a professional association of HRM in these organizations, and on an
international study' focused on expatriate employees, we address this topic in two
sections. In the first part of the chapter, we provide an overview of IOs, with a
profile of the UN as perhaps one of the most well-known IOs. Related IHRM
challenges impacting upon the UN and other IOs are then highlighted. In the
second part, we consider how existing knowledge related to MNC expatriates may
be applicable to IO employees. To facilitate learning, within each section we also
offer a key question related to the subtopic. We challenge the reader to engage in
an activity for situational analysis. Lastly, we suggest a point for debate among
readers that will help raise awareness of different points of view and the complex-

ities of these issues.

AN OVERVIEW OF I0s

I0s are generally organizations established by treaty, funded or supported by
governments (see Table 14.1). A number of 10s have a specialist focus and are
less visible except to those involved in specific fields (e.g. the European Patent
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Table 14.1 An overview of I0s in comparison to large MNCs

Structural features

= MNCs are usually large international operations, responsive to stakeholders and
investors. Administrative components of their structure are likely to be smaller. I0s are
often perceived as large bureaucracies with complex structures, administrative and
managerial processes

Political features

m MNCs generally operate independent of the external influences that 10s must
deal with. The latter operates in a highly political environment, subject to external
influences from member states, donors and, through the media, even the general
public. This influences political relations, organizational mandate, operational
priorities, as well as day-to-day administration and management

Employee features

m MNC expatriates tend to do fewer long assignments yet more ‘frequent flyer’ travel,
often linked to promotion. 10 employees are more commonly ‘transnationals’ in terms
of doing frequent long-term assignments as a condition of employment. These may
include dangerous locations, unaccompanied by family members. MNCs offer highly
competitive compensation/benefits that 10s cannot afford. A particularly strong
motivation for many 10 employees is doing public service

Office, EPO), whereas others are high profilc and must cope with shifting agcndas
(e.g the United Nations High Commission for Refugees, UNHCR). Some IOs are
less funded while others are multi-million dollar-funded organizations (e.g.
European Union). Some struggle for money, whereas others (e.g. the World
Intellectual Property Organization) generate a substantial income and receive a
small level of government funding, although this still gives the latter some influ-
ence over the organization. Inevitably, some IOs appear to be well managed while
others seem to struggle (Davies 2002).

Although some 1Os have competitive entry, others fill positions through staff sec-
ondment from member governments’ civil services. Generally speaking, however,
unlike MNCs where expatriates are often offered an assignment later in their
careers, employees of many IOs are employed knowing that international mobility is
a condition of service. Most of the employees of IOs are the kind called self-initiated
expatriates (SEs) by Suutari and Brewster (2000). Whereas some 10s offer long-
term careers, others utilize more term-limited contracts. Most 1Os have either a
formal or an informal distinction between their general staff (responsible for such
matters as security, logistics, administration, etc.) and professional staff (responsible
for carrying out the mission of the organization). The former are often recruited and
employed locally; the latter are most often recruited and employed from the outset
as international personnel. Collectively, they are likely to represent a broad range of
countries and thus usually work with colleagues from cultures other than their own.

Professional category staff members are usually required to move internation-

ally on one or more occasions in their careers, often becoming either frequent flyers
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(spending large amounts of their working year travelling between locations) or
transnational expats (continually moving from assignment to assignment, with or
without stops at HQ or their home country). Assignment locations can vary signif-
icantly. In UN terminology, ‘A” or ‘B locations are likely to include large sophisti-
cated cities characterized by comfortable living conditions and a high standard of
available amenities, as well as a greater level of access to senior officials and other
important policymakers. Brussels, Geneva, London, New York and Paris are usu-
ally thought of in this fashion and are often where staff members try to remain if
possible.

At the other extreme, assignments may include hardship (‘D’ or ‘E’ category)
locations such as those associated with peacekeeping, refugee work or poverty alle-
viation. In these settings especially, employees may experience particularly highly
stressful conditions and security risks (although the latter has, of course, affected
personnel in a broader range of locations in recent years). Significant numbers of
10 employees have been killed in the pursuit of achieving their mission. It is not
uncommon for such assignments to have ‘unaccompanied status’, meaning families
must either remain at home or possibly live in a country near the employee’s loca-
tion. Over extended periods of time, this may place considerable strain on
employees and their families.

These difficulties notwithstanding, many IO employees express a high degree of
commitment to the ‘public service’ nature of their work (Toomey 2007). They also
speak favourably of having the opportunity to travel and to learn about other cul-
tures; essentially becoming internationalists. They may speak a number of languages,
have lived in a number of countries and readily identify with being a ‘citizen of the

globe’. When asked ‘where [he] was from?” one such person replied:

My mother is English, my father is an Arab who grew up in Germany. I was born
in Rome and I have lived in four different countries before moving to Geneva.
I speak four languages fluently and three or four others reasonably well. Since
I work for one of the UN agencies, I pay no tax to any country and I travel on a
UN pass. So ‘where are you from?” is not a question I find easy to answer.
(Brewster and Lee 2006)

Profile of an 10: the United Nations

What kind of organizations are 10s? We take the example of perhaps the best-
known IO in the world: the United Nations (UN). The UN can be characterized as:

m 3 highly political family of agencies under continual pressure by
member states to raise organizational capacity and improve programme

delivery
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® an organization that operates in a framework of complex relationships, poli-
cies, programmes and processes, often with shifting priorities and available
resources

® an organization that needs to further develop attitudes, competencies and

skills suited to improve recruitment, retention and staff mobility.

The UN and its affiliated organizations exemplify many facets of 10s. It is, for
example, a highly complex structure, often referred to as a family of agencies.
Some agencies only have restricted membership (e.g. the IAEA only includes states
that have a declared nuclear capability), whereas others have representatives of
many countries attending to a wide range of issues. Some programmes (e.g. the
World Meteorological Organization) are very small, whereas others are very large
(e.g. UNDP). Some agencies are focused on very specific tasks (e.g. the World
Food Programme, WFP), whereas others respond to complex international prob-
lems with ever changing needs and available resources (e.g. United Nations High
Commission for Refugees, UNHCR; and the Department of Peacekeeping,
DPKO). There are also those that could possibly exist without the governmental
support they receive (e.g. the World Intellectual Property Organization, WIPO,
gets a large income from the fees it charges for registering copyrights and patents).

The headquarters of the UN may be in New York but it stands on ‘international
territory’. Employees while there are not subject to the laws of the USA. Only a
small proportion of the professional staff there will be citizens of the USA, they
will not be covered by US employment law and they do not pay taxes to the US
government. For many of the staff, being employed at headquarters is already an
international assignment.

At the core of the UN structure is the Secretariat, servicing the General
Assembly, the Security Council and other bodies. There are also a number of inde-
pendent agencies linked to the system through special agreements, each with its
own secretariat, budget and stakeholder relationships. The International Civil
Service Commission (ICSC) is the independent expert body established by the
United Nations General Assembly to regulate and coordinate the conditions of
service of staff and promote high standards in the international civil service.

The UN’s guiding principles (see Slater 1992; Udom 2003) have a strong influ-
ence in this area. Internationalism and universality are expressed in personnel poli-
cies of geographical distribution (the staff should reflect the makeup of the
members of the organization), for example, as well as in the notion that employ-
ees become servants of the UN rather than the country of which they are citizens.
The principles of competence and integrity are intended to prevent employing indi-
viduals based on criteria other than merit, despite the challenges of comparing
national differences in education and professional experience. These principles
have implications for a wide range of HR policies from recruitment and training,

particularly related to language and cross-cultural skills. Allegiance and loyalty,

293



ESTELLE TOOMEY AND CHRIS BREWSTER

along with independence and impartiality, are important in limiting any official from
seeking or receiving instructions from an authority other than the UN. This enables
employees to act without fear or intimidation, and thus also has implications for
the equal treatment across staff. Lastly, continuity and permanence support the
notion that there is value in institutional memory.

Through the UN Common System (UNCS), these and other guidelines under-
lie ICSC policies impacting upon over 56,000 staff members in headquarter (HQ)
locations and other established offices, working in six official languages (Arabic,
Chinese, English, French, Russian and Spanish). The latest available data (UN
2005) show that UN employees are generally highly qualified. Although there is a
near gender balance in the total number of UN personnel, women are under-
represented in professional and managerial positions.

A majority of professional staff are over the age of 50, many of them in the most
senior grades. The retirement age is 60 for those hired before 1990; 62 for those
hired after that date — so a considerable employee group will retire within the next
10 years. It is interesting to note though that in recent years two-thirds of resigna-
tions have been in the junior professional group (Sunoo 2000).

Within this context, key IHRM issues related to turnover, engagement and per-
formance and international mobility are among the major challenges facing 10s
such as the UN. Moreover, these issues are related to concerns identified by the
UN and its critics, in terms of its organizational capacity in years to come
(GAO 2006; UN 2006).

In terms of turnover, two types may be of particular concern to HR managers
in IOs (see Table 14.2). First, there is the turnover of retiring ‘baby boomer’ gener-
ation employees. Many HR managers express this as a looming ‘talent crisis’, rep-
resenting anticipated difficulties in recruiting a large group of new employees, loss
of institutional memory, facilitating knowledge transfer, training and development
to increase leadership capability and a host of administrative challenges such as
pension scheme management, among other matters. Second, there is turnover
related to employees generally, who may move within an HQ location (often to
accept a position in a different agency or company in order to remain in the same
city for a longer period of time), from the field to an HQ of an alternate organi-
zation or, less typically, between sectors. Staff members with under 5 years’ serv-
ice are the most likely to leave the UN, which is a problem that the organization is
just beginning to face up to. The costs of turnover in any sector are important but,
given their more limited general and HR budgets, IOs may be hit hardest by this
development.

IOs are also likely to be disproportionately affected by employees who would
like to quit but choose to remain. 10 employees in particular may do so when they
perceive poor availability of comparable alternative employment within the sector.
They may fear a “political black eye’ that would jeopardize their career within a

small sector (relative to MNCs) where ‘everyone knows everyone’, particularly
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within niche functional or leadership areas. They may also have concerns about
losing valuable benefits, such as education grants for children where applicable
and, in particular, pensions. So some IO employees feel as if they are ‘in a golden
cage’ (Toomey 2007). In such circumstances, employees may try to manage their
feelings by withholding effort. Withdrawal cognitions may also be represented by
absenteeism, lateness, inattention or neglect of basic duties, poor performance,
and by a reduction of organizational citizenship and extra-role behaviours. Again,
while such developments occur in MNCs (see Van Dyne and LePine 1998; Kidwell
and Robie 2003), given the resource strain influencing 10s, potential loss of per-
formance may further hinder their ability to meet stakeholder and public expecta-
tions especially.

In terms of international mobility, both MNCs and IOs share some frustrations
over how to motivate employees to accept international assignments — for MNCs,
typically from HQ to a foreign office; for the UN, in terms of within an organiza-
tion (from one location to another) and between agencies through interagency
mobility agreements (ICSC 2003). Among other factors, employees express con-
cerns related to the potential impact of the assignment on their career, through a
fear of not having the visibility they perceive is necessary to maximize carcer
advancement — ‘out of sight, out of mind’ (Toomey 2007).

Another major deterrent to accepting international assignments is either a lack
of ‘accompanied status’ posts, or posts where family members are permitted to
join the employee but they are prevented from working. Limitations to employ-
ment may be due to reasons ranging from a lack of suitability to the local market
(c.g. language skills, qualifications, etc.) to official restrictions by host govern-
ments. Once in the field, family members may experience a range of emotional
and practical challenges (see Harvey 1995; Shaffer et al. 2001; see also Chapters 6
and 9). Under such circumstances, it is understandable that partners may desire to
repatriate or become reluctant to do further international assignments. This would
be a particularly difficult situation for employees of 10s, for whom mobility is
often a requirement of employment.

With this in mind, it is argued that there are advantages to organizations offer-
ing support including practices such as continuous language and cultural training
for assignees and their families, pre-departure programmes (see Chapter 6), family
mentoring programmes with host-country assignees, psychological counselling for
those experiencing stress and anxiety, spousal education, career development,
organization-encouraged activity in international social clubs, the development of
hobbies and active exploration of the local setting and support required on repa-
triation (see Chapters 6, 7 and 9).

The degree to which such initiatives can be provided by 10s, however, is likely
to be less, since any ‘diversion’ of funds away from delivery of the mission is a

politically sensitive matter. Furthermore the very ‘international’ nature of these
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Text box 14.1
Structural and political features of international organizations

Question
What are the structural and political features of IOs that influence their
HRM issues?

Activity
Imagine you are meeting with representatives of member states to commu-
nicate a need for additional resources for the development and operation of
the HRM functions within your IO. Anticipating their concerns, what will
you say?

Debate
Should nations contributing the highest amount of funds to an IO have pref-

erential influence on that organization’s human resource management?

Should they be entitled to withhold funds? Why and why not?

organizations and their staff means that the promotion of such support may be seen
as some sort of failure in the system or on the part of the employee and/or their
families for not being well suited to the 10 international life. It seems likely that
the lower amounts of such support in the IOs in comparison to the MNCs also
reflect the notion that the nature of IO employees means that they ‘should’ be able
to adapt without such support.

Opverall therefore, further research may be needed to determine the extent of
adaptation problems experienced by IO staff and their families in different set-
tings, so as to consider all possibilities within mobility policy development.
Increased frequent flying rather than transfers to unattractive locations may be a
case of ‘out of the frying pan into the fire’, for example, since families may find this
more disruptive of daily life. Moreover, this would probably be unfeasible for long-
distance IO employees.

The final concern expressed by some 1O employees with regard to mobility is
associated with equity. That is, despite steps to increase transparency and opportu-
nity for employees in all locations and to apply such policies to HQ posts among
others, field personnel often feel ‘stuck’ in those locations (Toomey 2007), while
they see others spending all their working lives in pleasant locations like Geneva,
New York, Rome or Vienna. Such sentiments are likely to be exacerbated if staff
members have, or have been socialized towards, a ‘promotion to HQ’ orientation.
In turn, this could facilitate a polarization of the organization, creating a ‘them

versus us’ mentality, with field staff expressing resentment towards HQ employees
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who have not worked in the field and yet are involved in formulating and admin-
istering policies without ‘really knowing what it’s like’ there (Toomey 2007). As
many 1Os are making mobility an explicit condition of employment (whereas with
MNC:s it is more often tied to promotion), it will also be important to consider to
what extent individuals are actively engaged in the assignment and not merely
‘doing their time’ until they ‘can rotate out’ — in which case it is likely that some
element of withdrawal behaviour would be expressed as just examined, thus

diminishing performance.

INTERNATIONAL PERSONNEL ATTITUDES: LESSONS
LEARNED AND OPPORTUNITIES FOR FURTHER
RESEARCH

When it comes to employee-level factors, a great deal of knowledge has been
developed through studies of the adjustment processes of MNC expatriates (see
Chapter 7). With this in mind, a closer look at some personal and employment fac-
tors may be helpful to considering how research in these areas may assist our
understanding of IO employees (see Table 14.3).

Personal factors

Assignment adjustment has become a common feature of research related to MNC
expatriates (see Chapter 7). Relationships have been found between expatriate
adjustment and outcomes of job strain, job satisfaction, organizational citizenship,
organizational commitment, job performance and intent to leave the organization
(Shaffer et al. 2001; Hechanova et al. 2003). However, antecedents to, and out-
comes of, adjustment for employees of I0s have not been established and, given
the foregoing, may well generate different relationships. With sometimes decades
of ‘transnational’ life experience, IO employees and their families may develop
considerable skills and attitudes suited to assignment adjustment.

It may also be informative to understand how the ‘Big 5’ personality traits
(extroversion, agreecableness, conscientiousness, emotional stability, and openness
or intellect) among others, apply to employees of 10s and the outcomes just dis-
cussed. Compared to MNC employees (Caligiuri 2000), it may be that the organi-
zational mandate (more oriented to a global ‘good’) is correlated with
conscientiousness and agreeability may be correlated with factors related to work-
ing with a more diverse group of colleagues. It would also be interesting to learn
more about the relationship between emotional stability and experiences of over-
coming extremely demanding environments such as those experienced by some
field staff in particular. Employee differences may also help to understand phases
and types of adjustment, establishing realistic norms and expectations of 1O staff.
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Finally in terms of personal factors, understanding how research related to
the employees’ family may be even more important for IOs than MNCs. That is,
other issues may arise over the course of their transnational life; especially when
families are separated and when the employee may be in danger, over a pro-
longed period of time. For individual family members, these may include greater
effects of the more frequent loss of friends and support networks, potential
inconsistency in education for children over a 1ongcr pcriod of time and 1ong-
term impact on career potential for the employee’s partner. It may be, con-
versely, that transnational families become resilient to these experiences,
facilitating a greater orientation to international life (Toomey 2007). More
subtle but meaningful effects may also include those based in family relationships
and functioning. Repeated and/or long-term separations may place great strain
on family relationships. This may result in lower marital satisfaction and lower
family communication among other indicators. Alternatively, overcoming many
difficult challenges experienced in a diverse range of settings may result in
stronger cohesion within 10 families, supported by intra-family spillover and
crossover effects associated to adjustment and support among other factors
(Toomey 2007).

From an organizational perspective, therefore, while family effects have been
considered to a limited extent with MNC employees (Caligiuri 1998), they may
be particularly important for 1Os in terms of recruitment, retention, engagement
and international mobility. In terms of existing employees, for example, such
issues may be significantly associated with employee withdrawal behaviours among
other outcomes. For prospective IO employees, contrariwise, considerations may
even go beyond influencing increasingly important perceptions of work—life
balance to wondering if being an employee realistically precludes having a family
at all (Toomey 2007).

10s may need, therefore, to continue assessing these issues and approaches that
are viable within their budgetary and operational constraints. For example, contin-
ued provision of education grants for children of IO employees (who may need to
have their children in boarding schools) is 1ﬂ<cly to be positivcly pcrccivcd. In
terms of less instrumental initiatives though, 10s might take a more proactive
approach of highlighting to both prospective and onboard families the stories of
employees and their families” positive experiences of overcoming adversities. This
might encourage the further development of a ‘transnational life’ family orienta-
tion that could contribute to a favourable branding of the organization (see
Hardaker and Fill 2005) where families are recognized as important members of
the organization; part of the ‘UN Family of Families’, for example. Encouraging
positive experiences in transnational life may even have a knock-on effect in terms
of expatriate children who, with many skills suited to transnational life and an
inability or lack of desire to settle, may become a natural next generation of 1O

employees.
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Employment factors

Employment factors are likely to be important to IO staff as they are to MNCs’
expatriates. These include satisfaction with one’s pay, job security, supervisory
experience and opportunities for growth (Warr et al. 1979; Naumann 1992, 1993;
Feldman and Thompson 1993), low role ambiguity and role overload (Rizzo et al.
1970) and sufficient role discretion (Dawis and Lofquist 1984; Nicholson 1984).
Career-related factors are also likely to be important, including feeling underem-
ployed or under-utilized (Bolino and Feldman 2000), being able to build expertise
over a career path and having the chance to build on successful past behaviours
(Karasck 1979). Unfortunately, the changing mandate and budgets of many 1Os
can make even the most efficient MNC struggle to optimize motivation in these
areas.

Nevertheless, for political reasons, IOs are unlikely to be able to compete with
MNCS in these areas by offering tangible incentives such as higher salary and ben-
cfits (e.g. signing bonuses, additional travel support, assistance with the financing
of house purchases, etc.). Also, compared to MNCs, IOs may find it difficult to
utilize training and development initiatives that could positively impact upon many
of the motivators just examined. Specifically, within IOs, programmes are likely to
be more difficult to administer (facﬂitating training for an extremely diverse range
of employees) and/or unpopular with donors and governments (sending person-
nel to their HQ location or an alternate country leaves the organization wide open
to criticism for spending limited funds on staff ‘holidays’). In addition, structural
HRM innovations that the IOs may wish to implement could have negative effects
on employee motivation. Secking to manage changing needs for personnel through
the use of short-term contracts, for example, may mean that employees may spend
time and energy influencing contract renewal through behaviours that are not con-
gruent with that organization’s guiding principles (Udom 2003).

While 10s may have more problems in providing tangible rewards and support
to their international staff they may be better positioned to draw on a greater range
of less tangible and more normative incentives. These might include a culture of
cooperative leadership, flatter hierarchies and greater opportunities for educa-
tional/professional development (OECD 2002). Recognition at an organizational
level may also be evidence that you have reached the pinnacle of your career (e.g.
a 5-year spell in the International Atomic Energy Agency, the IAEA, is seen by
nuclear physicists as being recognition of their eminence). For employees such as
those in peacckeeping operations or humanitarian agencies, where working condi-
tions in the field are literally life threatening, it seems clear that a set of moral
values is a key motivator.

Thus, IOs also have the opportunity to develop an understanding as to how
these factors may positively influence an employees’ sense of ‘meaningfulness of

work’ (Kanungo 1982) and organizational commitment (Meyer and Allen 1991).
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Recent research has shown evidence for the direct effects of both affective
(expressed through feelings like loyalty, affection, warmth and belongingness) and
normative (reflecting an employee’s internalization of the organization’s goals,
values and mission) commitment on withdrawal cognitions (Shaffer and Harrison
1998; Shaffer et al. 2001). IOs may find, therefore, that the value-oriented norma-
tive motivations for public service will be a key element of their HRM strategies.
By building this into the organizations’ brand too, organizational commitment may
be increased and willingness to consider alternative types of employer like an
MNC diminished. The potentially significant correlations between commitment,
job meaningfulness and/or perceived brand value may only be positive, however,
to the point at which employees feel other motivation factors are worth more.

Finally, in terms of employee factors, just as it may encourage the development
and support of transnational families, as described earlier, the idea of an employer
brand may also be associated with employees being encouraged to adopt a ‘com-
mitment to expatriate life’ (adapted from the previously mentioned research on
affective commitment; Toomey 2007). That is, there may be a subgroup of employ-
ees who can become ‘emotionally attached’ to a transnational life that spans their
career. Cultivating this orientation, and positive associations with the motivators,
may be especially helpful in terms of mobility and succession planning,

Of course, all of these factors may be differentially experienced and expressed
by various staff groups. Some evidence regarding MNCs, for example, suggests
that individuals who are more committed to the parent organization are expected
to perform better and be less likely to leave the assignment prematurely
(Hechanova et al. 2003). Factors that may moderate IO employee attitudes in this
regard may include their personal values, the extent to which they are socialized
in the field, how connected they feel to HQ through organizational sponsors and
mentors in the home office and the amount and quality of training and family sup-
port they receive. Employee attitudes may also differ in terms of those rotating
between the field and HQ locations, those who remain in the field for consider-
able periods of time and those who have spent most of their time in HQ locations
and have little or no field experience. Differences are also likely to exist between
the different types of international organization (technical specialist groups, nor-
mative organizations, relief organizations and peacekeeping organizations).

IOs may also need to adapt their policies and practices to motivate in particular
their Generation X employees. It is argued that, increasingly, employees will
become more likely to take an instrumental view to employment, considering
working with either public or private sector depending on a wider range of factors
such as potential for greater worklife balance, increased autonomy, superior
leadership, and possible training and promotion (Doverspike et al. 2000). In terms
of flexible work schedules, work—life balance initiatives and a greater range of

training and development programmes, while some 10s demonstrate a growing
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Text box 14.2
Differences of motivations and experiences during
international work

Question
How might the motivations and experience of the IO employee be similar

or different from an MNC cmploycc rcgarding an international assignment?

Activity
Imagine you are an international employee who has worked for the past
10 years in Geneva.You have been asked to accept a hardship assignment for

2 years. What are the issues that would be of concern to you?

Debate
To what extent should employees be able to reject assignments when they
are recruited to work as an international representative of an 10? What are

the pros and contras for addressing individual situations?

awareness of such issues, at present MNCs appear to present a greater range of tan-
gible employee benefits in these areas with the best receiving industry awards such
as ‘Employer of Choice’. In many cases, of course, the work of the I0s in such
areas as famine relief or peacekeeping hardly lends itself to work—life balance
issues. For many others, however, the IOs have been slow to adopt the kinds of
practice they could. Again, this may reflect a higher level of budget that the MNCs
can allocate to such initiatives, so it remains to be seen how 10s may offset this

point with innovative practices of their own.

CONCLUSION

IOs are an important segment of the labour market, with considerable numbers of
employees working in HQ and field settings. We have focused on the United
Nations as perhaps the most visible IO, but there are many others ranging in size,
role, experience and geographic scope — and, particularly, in terms of mission. All
1Os, though, will share at least some of the characteristics noted here. Moreover,
while some of these are also found in many MNCs, other features of IO employ-
ees may be distinct. There is a need, therefore, for further study of this area, which
has been the focus of little research to date. Lastly, to the extent that this may be
achieved through collaboration between researchers, IOs and MNCs, ideas gener-
ated may be adapted to each sector as appropriate to provide a basis for the devel-

opment of practical and effective HRM policies and programmes.
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Text box 14.3
International mobility changes in ABC organization

ABC (not the organization’s real initials) is a small IO mainly headquartered
in Geneva, aiming to expand world trade. It employs around 600 staff of
whom 500 work in Geneva, the rest in offices around the world. Nearly all
of these, including the professional staff, are recruited in those countries and
tend to stay there. Of the 450 professional staff, most are involved in a great
deal of frequent flying: the governing body is concerned to keep costs under
control and has questioned the amount spent that way. Following the recent
retirement of almost the whole of the management team in the last 12 months, a
new team has been put in place (including only two of six from within the
organization) and has pledged to reduce the number of employees in Geneva,
as part of giving the regional offices more autonomy and reducing costs.
Although some of the senior staff have been very supportive of the new
policy, for most this has not been a popular step. These staff point out that
there will still be a lot of travelling — staff will have to come back to HQ
rather than go the other way; that many of their families are settled in
Geneva; that the organization has no possibility of paying extra money to
encourage them to move; and that organizing local offices will be expensive.
If you were a member of the senior management team, how would you
deal with these members of staff? What changes would you make to the

policy? What arguments could you advance to persuade people to move?

KEY LEARNING POINTS

® [Os are typically complex entities existing in highly political environments
whereby their mandate and resources may often change. A comprehensive
system of policies and processes is often in place to prevent undue influence
of a range of external stakeholders; however, donor relations continue to
impact upon mandate and available resources.

® The UN is a high-profile example of an IO currently under considerable
pressure to reform in order to meet increasing expectations of managerial
and operational performance.

® In the context of labour market trends, IHRM issues that have the potential
to impact upon IOs in particular include turnover, recruitment, retention,
training and development and international mobility.

® Researchers have identified personal, employment and family domain fac-
tors that influence IHRM. Some of these may be adapted by IOs to support
their endeavours in these areas, although new innovative ideas may also be

helpful.
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NOTE

1 Toomey 2007.This is a quantitative study of expatriate staff employed within

the UN Common System, other international organizations and MNCs.
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