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FOREWORD

I am very pleased to write a Foreword for International Human Resource
Management in South Kovean Multinational Enterprises by Halying Kang
and Jie Shen. This book is one of the first scholarly efforts to outline
and examine the international HRM practices used by managers in South
Korean multinational enterprises operating in China. Using both inter-
view data and survey data, the authors discuss IHRM policies and prac-
tices and provide examples of good and bad outcomes.

This book is underpinned by a strategic approach to HRM, focusing
on the linkages between strategy, people, and performance. The South
Korean MNEs in this study were operating in China with South Korean
expatriate managers and host-country Chinese nationals. A particular
contribution of this book is the focus of the authors on the willingness
of host-country nationals to assist expatriate managers. There is a lack
of research on this issue, and the discussion on this topic is one of the
key contributions of this book. Readers will be engaged by the relevant
examples that appear throughout the book and by the rigorous intellectual
and practical approach that the authors apply to their research findings,
linking key IHRM concepts to the outcomes of their empirical research.
Professor Jie Shen has published extensively in the field of international
human resource management. This book will certainly be appreciated by
many researchers and managers.

Peter J. Dowling

International Management & Strategy
La Trobe University

Melbourne, VIC, Australia
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FOREWORD

Dr. Haying Kang and Professor Jie Shen have written a very interesting
research book titled International Human Resonrce Management in South
Korean MNEs. Both authors have published extensively in the field of
international human resource management, and Professor Shen is con-
sidered a world-class expert in this field. This book presents an interest-
ing analysis of how South Korean MNEs manage international human
resources management in their international subsidiaries. Past IHRM
literature has focused on how MNEs based in Western countries have
managed IHRM. With the emergence of countries such as China, South
Korea, and India, researchers are now interested to know whether MNEs
originating in these countries exhibit different IHRM approaches. Hence,
this book is very important and relevant.

The book conducts a comprehensive analysis of a range of IHRM poli-
cies and practices, including international staffing, international training
and development, international performance appraisal, and international
compensation. The authors have appropriately chosen China as the host
nation. China is now a major force in world markets and is the largest
recipient of foreign direct investment. It is the ideal experimental field for
understanding how foreign MNEs manage IHRM overseas.

This book analyzes the reasons behind South Korean MNEs’ decisions
on IHRM policies and practices. For example, the authors argue that the
relative strength of the South Korean economy over the Chinese econ-
omy is a major reason South Korean MNEs transfer some of their HRM
practices to Chinese subsidiaries. Such an analysis enriches the IHRM
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literature and enables companies across the world to develop effective
THRM strategies.

This book also explores the effects of IHRM practices on host-country
nationals” work outcomes. More specifically, this study explores the effects
of THRM on the willingness of HCNs to help expatriates. The book pro-
vides a better understanding of organizational contextual effect on HCNs’
attitudes and behaviors toward expatriates.

The existing ITHRM models focus on strategic integration. This study
considers the interests of employees and external stakeholders by explor-
ing the effects of high-commitment IHRM and socially responsible IHRM
on HCNs’ willingness to help expatriates. This is certainly a pioneering
research.

The authors should be commended for writing a book that fills an
important gap in IHRM research. Very little is known about the IHRM
policies South Korean MNEs adopt in their overseas operations. After
reading this book, companies all over the world will be able to deal more
effectively with South Korean MNEs and enhance the value of joint ven-
ture partnerships.

Brian D’Netto
Curtin Graduate School of Business

Curtin University
Perth, WA, Australia
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CHAPTER 1

Introduction

Since the 1960s, while business activities have become increasingly inter-
national and interconnected, workforces have become more diverse and
mobile. This development has made managing human resources a key
challenge for multinational enterprises (MNEs) (Tarique and Schuler
2010). Scullion (1995, p. 352) defined international human resource
management (IHRM) as ‘the human resource management issues and
problems arising from the internationalization of business, and the human
resource management strategies, policies and practices that firms pursue in
response to the internationalization process’. IHRM has been widely rec-
ognized as an important source of organizational competitive advantage
and the key to MNEs being successful (Black et al. 1992; Dowling et al.
2013; Scullion and Collings 2006). Empirical research has found there is
a significant relationship between MNEs” IHRM practices and business
performance (e.g. Ngo et al. 1998; Park et al. 2003; Shen 2011).

The IHRM literature was initially developed in industrialized Western
economies, particularly the United States (US) (e.g. Kobrin 1988; Tung
1982). However, in the last few decades, growing research attention has
been paid to MNEs originating from emerging and now increasingly
powerful market economies, like China (e.g. Shen and Edwards 2004),
India (e.g. Rienda et al. 2013), Turkey (e.g. Demirbag et al. 2009),
and South Korea (e.g. Zou and Lansbury 2009). This shift reflects the
growing importance of outward foreign direct investment (FDI) from
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2  H.KANG AND J. SHEN

non-Western industrialized economies, and such research has enriched
the Western IHRM literature (Dowling et al. 2013; Sheehan et al. 2010).
South Korea’s economy grew significantly from the late 1950s onward,
and 14 South Korean companies were recently listed on the Fortune 500
index in 2015 (Fortune 2016). Like other MNEs from emerging, newly
industrialized economies, South Korean MNEs use ‘outward investments
as a springboard to acquire strategic assets needed to compete more effec-
tively against global rivals and to avoid the institutional and market con-
straints they face at home” (Luo and Tung 2007, p. 482).

Despite the growing interest in researching IHRM practiced by South
Korean MNEs, relatively few studies have been published, and there is a
great need to conduct more research in order to better understand how
South Korean MNEs manage HRM in their global operations (e.g. Kang
and Shen 2013). This book presents the findings of a recent empirical
analysis we conducted to investigate how South Korean MNEs man-
age human resources in their Chinese subsidiaries. Our research involves
international recruitment and selection, training and development, per-
formance management, reward and compensation, as well as the impact of
THRM practices on employees’ work attitudes and behaviors. More specit-
ically, we investigated the effects of high-commitment HRM and socially
responsible HRM on host-country nationals’ (HCNs) willingness to help
expatriates. Our research has significant theoretical and practical implica-
tions. In this book, most chapters have the following three major com-
ponents: a review of the literature on HRM practices in China and South
Korea, the concepts of specific IHRM issues, and the empirical findings.

In this introductory chapter, we first discuss the general IHRM con-
cepts including definitions, characteristics and development of IHRM,
approaches to IHRM, and factors determining these approaches.
Subsequently, we discuss the HRM practices in South Korea and the
development of South Korean MNEs and the HRM practices and the
development of inward FDI in China. Next, we explain the methodology
of the research. Finally, we outline the structure of the book.

ITHRM CONCEPTS

Definition of Intevnational Human Resonvce Management

The development of technology and changes in institutional frameworks
following the Industrial Revolution in the nineteenth century stimulated



INTRODUCTION 3

international trade and economy. These processes further increased glo-
balization and the importance of MNEs in the twentieth century (Meyer
et al. 2011). Globalization has brought a great degree of complexity and
diversity to international business, meaning that for MNEs the formulation
of international strategies is very challenging. It is widely recognized that
any international strategy needs people to formulate and implement it. As
such, managing the global workforce has become an important aspect of
international business (Di Cieri and Dowling 2012), which relates to one
of the major areas of MNE management—IHRM.

While there are numerous definitions of IHRM, Scullion’s has remained
the most popular. IHRM is defined by Scullion as ‘the human resource
management issues and problems arising from the internationalization of
business, and the human resource management strategies, policies and
practices that firms pursue in response to the internationalization pro-
cess’ (Scullion 1995, p. 352). The last two decades have witnessed a rapid
growth in the IHRM field for a number of reasons (Scullion and Linehan
2005). First, the rapid growth of internationalization and intensified
global competition have increased the number and significance of MNEs
and mobility of the global workforce (Black et al. 2000). Second, there is
growing evidence showing that financial costs of international operations,
to which IHRM is regarded to be crucial, are greater than domestic opera-
tions (Dowling et al. 2013). Third, in general, there is a serious short-
age of international managers for MNEs globally (Scullion 1994). Such
a shortage is likely to hinder the implementation of global strategies and
consequently constrains corporate efforts to expand abroad (Black and
Gregerson 1999; Morgan et al. 2003).

Characteristics of IHRM

Human resource functions which are conducted in an international con-
text are very similar to those done in a domestic one, such as recruit-
ment and selection, training and development, performance appraisal,
and reward and compensation (Samnani and Singh 2013). However,
how those functions are executed reveals important differences between
domestic HRM and ITHRM. The main factor differentiating domestic
HRM from IHRM is that the former deals with a single country and
single source of workforce, while the latter operates in different countries
(parent country, host country, and third country) and deals with vari-
ous workforce groups (i.e. expatriates, HCNSs, and third-country nationals
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[TCNs]) (Scullion and Collings 2006). MNEs often engage in a number
of HR activities that are not needed in domestic operations, such as provi-
sion of expatriates’ cross-cultural training and post-arrival training, and
expatriate management. IHRM policies and practices are likely to become
more complex than domestic HRM. For example, complexities may arise
from expatriates’ compensation, and coordination and communication
problems between expatriates and HCNs. Furthermore, there are more
external factors that influence MNEs managing their HRM systems, such
as host-country legal, economic, political, and sociocultural factors. Last
but not least, IHRM generates more risks than domestic HRM. For exam-
ple, MNEs may experience financial losses due to expatriate failure, politi-
cal risks in the local country, and financial risks caused by volatile exchange
rates (Dowling et al. 2013; Stone 2008).

The Development of IHRM

Since the 1960s, IHRM focusing on how MNEs manage HRM in inter-
national operations has been recognized as an important competitive
advantage for businesses seeking to achieve success. The earliest literature
on this subject originated in the US experience (e.g. Perlmutter 1969;
Tung 1982). The IHRM literature developed significantly during the
1990s. Researchers explored the rationale of IHRM policies and practices;
that is why MNEs adopt certain IHRM practices (e.g. Shen 2005). A
number of integrative IHRM models were developed to identify anteced-
ents of IHRM policies and practices, and they have greatly contributed
to MNEs building the ‘best-fit’ IHRM system (Shen 2011). During the
same period, research orientation moved from Western-focused, devel-
oped economy MNEs to emerging economy MNE:s like those in China
(e.g. Shen and Edwards 2004) and South Korean MNEs (e.g. Zou and
Lansbury 2009).

The current IHRM literature continues to refine and further develop
THRM models (i.e. the relative strength and cultural difference model) to
examine the rationale for MNEs adopting particular IHRM approaches.
Recent research also extensively focuses on a number of issues such as
HR ethics, work-life balance, and diversity management. Because exist-
ing IHRM models have failed to address the needs and benefits of inter-
nal and external stakeholders, the concept of socially responsible IHRM
(SRIHRM) has been recently developed to address this deficiency in the
existing IHRM models (Shen 2011). By integrating corporate social



INTRODUCTION 5

responsibility (CSR) into IHRM, the concept of SRHRM extends the
macro issues of CSR, for example, strategy and organizational performance,
to micro-foundations of CSR (i.e. the effects of CSR on employees).

Approaches to Intevnational Human Resource Management

MNEs can adopt a number of approaches to manage human resources
in their overseas operations. These include localization, home orienta-
tion, globalization, and integration (Dowling et al. 2013; Ferner 1997;
Harzing 1999; Perlmutter 1969; Perlmutter and Heenan 1974; Shen and
Edwards 2004):

e Localization: MNEs localize HRM systems and fill HCNs in key
positions. Australian MNEs typically tend to adopt this approach
when operating overseas (Kim and Gray 2005).

e Home orientation: MNEs export home HRM systems abroad. The
headquarters make key decisions and send expatriates to control
subsidiaries. Research shows that the majority of US and Japanese
MNESs adopt this approach in their overseas operations (Kopp 1994;
Mayrhofer and Brewster 1996; Tung 1981, 1982).

e Globalization: MNEs adopt universal IHRM policies and prac-
tices worldwide. European MNEs tend to adopt the globalization
approach (Schuh 2007).

e Integration: MNEs adopt IHRM policies and practices that integrate
both home HRM systems and host HRM systems. It is the best-fit
approach which MNEs take into account for host-contextual and
firm-specific factors in order to achieve the internal fit and exter-
nal fit. Research suggests that most MNEs strive to achieve the best
fit by adopting the integration approach when operating overseas
(Budhwar 2012; Muratbekova-Touron 2008).

Each approach has some advantages and disadvantages. One advantage
of using the localization approach is that it is relatively easier to formu-
late and implement localized HRM practices than the home HRM prac-
tices in host countries. HCNs tend to accept familiarized HRM practices,
and consequently they are likely to be motivated and retained. Moreover,
this approach facilitates the adoption of localized international strate-
gies. The major problems associated with the localization approach are
that: firstly, expatriates are unable to widen their horizons from work-
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ing abroad; secondly, it is difficult to coordinate between headquarters
and subsidiaries; and thirdly, the headquarters may not be knowledgeable
about host regulations and systems (Caligiuri and Stroh 1995; Mayrhofer
and Brewster 1996). The advantages for the home orientation approach
include the headquarters’ control over decision-making and effective com-
munication. However, the home HRM systems may be difficult to imple-
ment in host contexts and thus likely to result in strong tension between
expatriates and HCNs and high turnover among the latter (Caligiuri and
Stroh 1995; Kobrin 1988).

The adoption of the globalization approach facilitates the implementa-
tion of global international strategies. While it is easy for the headquarters
to formulate globalized HRM practices, it is hard for the headquarters to
implement them in diverse host environments (Caligiuri and Stroh 1995;
Dowling and Welch 1988; Mayrhofer and Brewster 1996). The main
advantage of the integration approach is that MNEs attempt to adopt
‘the best” IHRM approaches which achieve internal fit and external fit
throughout the organization. As Shen (2005) argued, it is impossible
for MNEs to adopt the full home-based or host-based approach, so they
tend to adopt the integration approach to some extent. However, it is
argued that the ‘best fit” is hard to achieve because the transferability and
effectiveness of HR best practice are not yet clear and are influenced by a
wide range of firm-specific, home-contextual, and host-contextual factors
(Janssens 2002; Lertxundi and Landeta 2012; Shen 2005; Osland and
Osland 2005).

Factors Determining IHRM Approaches

The most important development in the IHRM literature during the last
few decades has been the emergence of a number of theoretical IHRM
models which provide the rationale for MNEs adopting their IHRM strat-
egies (Shen 2005). These models have made significant contributions to
the THRM literature by enhancing our understanding of the anteced-
ents to IHRM policies and practices. The major IHRM models include
Two Logistic Approach Model (Evans and Lorange 1989), An Integrative
Framework of Strategic IHRM (Schuler et al. 1993), Two Dimensions of
THRM Model (Paauwe and Dewe 1995), An Integrative Model of SLHR M
(Taylor et al. 1996), A Generic IHRM Model (Shen 2005), and Socially
Responsible IHRM Model (Shen 2011). These are explained in more detail
below.
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The Two Logistic Approach Model suggests that product-market and
sociocultural factors influence ITHRM policies and practices. These fac-
tors are subjected to dual pressures for local adaptation and internal
consistency (Evans and Lorange 1989). The Two Dimensions of IHRM
Model suggests that a combination of product, market, and technology
factors and another combination of sociocultural and political-legal fac-
tors collectively influence IHRM policies and practices (Paauwe and Dewe
1995). The Integrative Model of SIHRM (Taylor et al. 1996) examines
the determinants of SIHRM at three different levels—the parent, affili-
ate, and employee levels. The determinants include headquarters’ interna-
tional strategy, senior or executive management’s perceptions, subsidiary’s
strategic role, method of subsidiary’s establishments, headquarter—subsid-
iary’s legal and cultural distance, and employees’ criticality. Schuler et al.’s
(1993) Integrative Framework of Strategic IHRM identifies a number of
organizational and host-contextual antecedents of SIHRM. Shen’s (2005)
Generic IHRM Model indicates that MNEs” IHRM policies and practices
are the interaction of the home/host HRM system, firm-specific factors,
and host-contextual factors; their impacts may change over time. There is
also interplay between IHRM policies and practices.

The Two Logistic Approach Model and Two Dimensions of IHRM Model
are criticized as not being significantly different to domestic HRM mod-
els. Also, they are incomplete due to their failure to categorize factors
and neglect some important factors, for instance, the size of operation,
type of industry, and so on (Shen 2005). Schuler et al.’s (1993) model
ignores country-regional characteristics and some firm-specific factors,
for example, size of international operation (Shen et al. 2005). Taylor
et al.’s (1996) model overemphasizes subjective factors (e.g. senior
management’s attitudes to HRM competence) but disregards some
important contextual factors like organizational structure or stages of
internationalization.

It is recognized that it is impossible for an MNE to completely localize
its IHRM, or to fully transfer the home HRM abroad, or adopt a universal
THRM in all subsidiaries due to the fact that home of origin effectively
plays a ‘push’ role, while host countries play a ‘pull’ role in the transfer/
localization process (Shen 2005). To be competitive and efficient, MNEs
have to be locally responsive, flexible, adaptable, and fast learning within
the shortest of time periods. Furthermore, MNEs should be able to trans-
fer knowledge and learning across their globally dispersed units (Schuler
etal. 2002). It is therefore suggested that MNEs strive for the best internal
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and external fit in order to achieve global integration, local responsiveness,
and organizational learning simultaneously (Hartmann et al. 2010).

More recent theories like the strategic alignment view, national cultural
view, and dominance effect focus on explaining the ‘best-fit” approach.
While strategic alignment leads to transfer (Bloom et al. 2003), cultural
and institutional similarities between the host and home countries result
in localization (Vo and Stanton 2011). As Bloom et al. (2003) argued,
‘the strategic alignment model asserts the pre-eminence of organiza-
tional contexts; the national cultural model asserts the pre-eminence of
local host contexts’ (p. 1351). From a different perspective, Pudelko and
Harzing (2007) and Smith and Meiksins (1995) argued that international
transfer is due to dominance effects, that is, the relative strengths of the
host and home economies. Subsidiaries” HRM practices are not shaped in
accordance with home (i.e. country of origin) and host (i.e. localization)
country, but according to practices originating from dominant econo-
mies, which are more likely to be regarded as ‘best practice’ and there-
fore transferable (Smith and Meiksins 1995). According to Pudelko and
Harzing (2007), when the country of origin is a dominant economy, the
MNE tends to transfer HRM policies to international operations. In con-
trast, when the host country is a dominant economy, the reverse occurs.
There is empirical evidence that because the US is a dominant economy,
US MNEs tend to transfer HRM policies to international subsidiaries in
Germany, Japan (Pudelko and Harzing 2007), Greece (Myloni 2002),
and Turkey (Sayim 2010). Dominance effects are logical, especially when
receiver countries depend economically or politically on sender countries.
When there is no dominant economy, for example, Japan and Germany,
Japanese MNEs in Germany or German MNE:s in Japan are more likely to
adopt more balanced and integrated HRM systems.

The abovementioned models have been developed to address MNEs’
strategic needs, but not the needs and interests of internal and external
stakeholders (Shen 2011). The concept of socially responsible HRM was
initially developed in the general HRM literature (Olitzky and Swanson
2006). According to Olitzky and Swanson (2000), socially responsible
HRM practices may include taking into account candidates’ attitudes
toward CSR in various HRM activities, such as recruitment and selection,
training and development, performance appraisal, and reward and com-
pensation. Later, Shen (2011) integrated the concept of socially respon-
sible HRM into the IHRM literature and developed the term ‘socially
responsible THRM” (SRIHRM) to address the limitations of strategic
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THRM models. He did this by taking into account the interests and needs
of various stakeholders in IHRM. SRIHRM is a two-dimensional con-
struct which includes external CSR-supportive THRM and employee-
oriented THRM. External CSR-supportive IHRM includes deploying
CSR-specific employees, taking into account CSR values of candidates in
recruitment and selection, providing CSR training, and taking account
of social performance in promotion, appraisal, and reward. For example,
the provision of CSR training in MNEs is very important. Through train-
ing, employees are more likely to be aware of the effects of CSR policies
on themselves, workplace environment, and external social environment
(Maon et al. 2009). Research shows that there is a positive relationship
between the provision of CSR training and employee organizational com-
mitment because employees identify more with their organization when
it actively invests in socially responsible activities (Brammer et al. 2007;
Lee and Bruvold 2003). MNEs’ training should integrate with the CSR
culture so that employees have the opportunity to practice CSR activities
(Sharma et al. 2011).

External CSR-supportive THRM policies and practices are used to
implement external CSR initiatives, also known as ‘general CSR’ (Rupp
et al. 2006), and to increase employees’ awareness of external CSR and
support for corporate external CSR initiatives (Shen 2011). External
CSR includes mainly addressing social concerns for poverty (e.g. Jenkins
2005), climate change (e.g. Van den Hove et al. 2002), environmental
sustainability (e.g. Basu and Palazzo 2008), helping disaster victims (e.g.
Horwich 1993), and corporate community involvement (e.g. Zappald
2004). The adoption of external CSR-supportive IHRM is critical to the
successful implementation of MNEs” CSR initiatives. Hence, HCNs will
regard the adoption of external CSR-supportive ITHRM as an important
signal that the MNE is being socially responsible and committed to CSR.

Employee-oriented SRIHRM is a key component of the internal CSR
of MNEs because internal CSR addresses the interests and needs of inter-
nal stakeholders, that is, mainly employees (Shen 2011). According to
Shen, employee-oriented SRIHRM focuses on personal development,
such as training, feedback, mentoring, career and managerial develop-
ment, employee participation and involvement, work-life balance, job
security, health and safety, equality, and legal compliance. The last few
decades have witnessed rapid advances in the more general HRM lit-
erature in terms of taking account of employees’ interests and needs
rather than organizational needs for profits in order to motivate employ-
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ees. Consequently, a range of employee-oriented HRM concepts have
emerged, such as high-commitment HRM (e.g. Chiang et al. 2011;
McClean and Collins 2011), family-friendly HRM (e.g. Wood and
De Menezes 2010), and flexible HRM (e.g. Atkinson and Hall 2011;
MacVaugh and Evans 2012). In comparison the IHRM literature
has lagged behind in this regard. The development of the concept of
employee-oriented IHRM helps to fill this important literature void. As
was argued earlier, it is impractical for MNEs to adopt a solely standard-
ized or localized approach; MNEs need to integrate home HRM prac-
tices, host HRM practices, and IHRM practices of their counterparts in
order to achieve the best internal and external fit. Hence, SRIHRM prac-
tices are likely to constitute the integration of home and host SRHRM
practices, and other MNEs” SRIHRM practices (Shen 2011).

CHANGES IN THE MACROECONOMIC CONTEXT IN SOUTH
Korra

In the early 1970s, South Korea undertook industrial restructuring by
emphasizing heavy and chemical industries. Investments in these indus-
tries were encouraged by tax and financial incentives. In the 1980s, due to
the second oil crisis and unstable political environment, South Korea expe-
rienced a decline in its gross domestic product (GDP). The government
decided to stabilize the economy, open up investment, and deregulate
the relevant policies. In the 1990s, South Korea suffered from sluggish
exports and the problem of poor managerial and workplace efficiency
and high costs (i.e. high wages, high land prices, and high interest rates).
Due to the Asian financial crisis that erupted in 1997, the government
stabilized its macroeconomic targets and restructured the finance sector,
the labor market, and trade policies (The Bank of Korea 2016). Between
2003 and 2005, South Korea’s economic growth stalled. A downturn in
consumer spending was offset by the rapid growth in exports, primarily
to China. In 2005 the government proposed labor reform legislation and
a corporate pension scheme to make the labor market more flexible. In
2006, South Korea’s economy recovered its growth rate to 5.1%, and con-
tinued to grow steadily in 2007. Currently, the South Korean economy is
characterized as experiencing moderate inflation, low unemployment, an
export surplus, and relatively equal distribution of income. South Korea
continues to strive to maintain its global competitiveness (South Korea
Government 2012).
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HRM in South Korea

South Korean HRM has experienced substantial changes during the
last few decades. Prior to 1987, South Korea adopted a seniority-based
HRM system including a lifetime employment, seniority-based promo-
tion, and a compensation system (Bae et al. 2011). From 1988 to 1997,
in line with the strong influence of emerging Western HRM practices
that reflected a stronger belief in competition and free market economic
forces, ‘New HRM’ (e.g. incentive systems, ability, and performance-
based pay) was increasingly implemented in South Korean companies
although seniority still plays an important role (Park 2004). In the
aftermath of the 1997 Asian financial crisis, seniority-based HRM was
criticized as being ineffective. Employment security has declined and
individual performance-based incentives increased (Bae et al. 2011).
Based on Yu and Rowley (2009), the characteristics of HRM practices
at different transitional stages in South Korea are summarized in Table
1.1. The HRM practices in South Korea will be discussed in more detail
in the following chapters.

Development of South Kovean MNEs

South Korean companies started to operate overseas in the late 1950s
(SERI 2008). Since then, they have grown rapidly from being domes-
tic to competitive global players (Kim and Rhe 2009). The growth of
South Korean MNEs went through several stages. The first stage was
from the 1950s to 1970s, during which time South Korean companies
invested mainly in Southeast Asia. For example, textile, clothing, and

Table 1.1 Transition of HRM in South Korea

Stagge of HRM Period Characteristics

Seniority-based Before 1987  * Emphasis on ‘harmony’ rather than ‘competition’

HRM * Promotion was based on employment duration,
educational background, and age

New HRM 1988-1997 * ‘New HRM” (increasingly adopted ability and

performance-based payment, recruit and promote
irrespective of a person’s academic background)
Performance-based ~ 1998—present  * Resourcing flexibility
HRM * Performance-based rewards

* Recruitment and retention of top talent
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footwear companies chose Indonesia as their preferred production site.
Labor-intensive products were manufactured overseas and then exported
to other countries (Park et al. 2008).

The second stage was between the 1980s and the 1990s. During this
period, South Korean MNEs were assembly based, subcontracting depen-
dent, and geared for mass production in foreign markets (Kwon and Oh
2001). They continued to expand the manufacturing sector by focusing
on cars, consumer electronics, and semi-conductors (Kwon and Oh 2001;
Tolentino 2000). Since the 1990s, in addition to popular destinations in
Southeast Asia and North America, South Korean MNEs also invested
heavily in Europe. The top three invested destinations were France, the
United Kingdom (UK), and Germany, and the major industries were
transport equipment, electronics, and textiles (Perrin 1999). The past
few decades have seen South Korea become a significant global player in
outflow FDI. Its outflow FDI quadrupled from US$ 5.2 billion to more
than US$ 20 billion between 2000 and 2012 (United Nations Conference
on Trade and Development (UNCTAD) 2012). Table 1.2 shows South
Korean outward FDI from 1980 to 2015.

By 2015, South Korecan MNEs had invested in more than 100 coun-
tries with 14 South Korean MNEs listed on the Fortune 500 (Fortune
2016). Currently, South Korean MNEs mainly invest in the following
industries: manufacturing; mining and quarrying; professional, scientific,
and technical activities; wholesale and retail; and real estate and renting/
leasing (Korea Eximbank 2016Db; see Table 1.3).

Since the early 1990s, China has become the most important outward
FDI destination for South Korean MNEs. The main motivators for large
investment in China are the relatively low labor cost, abundant supply of
labor, and large domestic market (Vance et al. 2013). Due to the improve-
ment in the competitiveness of its manufacturing industries, China has
already overtaken South Korea in the area of producing low-to-medium-
priced goods. It is also much more competent in ensuring that other
industries thrive in a competitive marketplace, such as information tech-
nology, automobiles, shipbuilding, and iron and steel (Choi 2003).

South Korean outward FDI in China during the last decade increased
substantially. A large number of South Korean MNEs have invested in
China and these investments increased rapidly once a diplomatic relation-
ship began in 1992 (Lee 2003). Since 1998, over 4000 South Korean
factories have moved their production operations from the homeland to
China. In 2001, China overtook the US as South Korea’s main investment
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Table 1.3 Overseas investment of South Korean MNE:s in different industries in
2015 (unit: 1000 USS$)

Industry Amount
Manufacturing 106,881,787
Mining and quarrying 56,474,237
Professional, scientific, and technical activities 18,116,146
Wholesale and retail activities 34,098,900
Real estate and renting/leasing 26,026,848
Financial and insurance activities 30,619,052
Electricity, gas, steam, and water supply 5,991,281
Construction 8,190,940

Source: Korea Eximbank (2016b)

destination (Hart-Landsberg 2004 ). The number of South Korean MNEs
operating in China rose from 1791 in 2001 to 4694 in 2006. By the end
of 2012, South Korean investment in China was 39% of its total global
investment (Korea Eximbank 2013). South Korean MNEs invested in a
wide range of'industries in China, such as manufacturing, telecommunica-
tions, wholesale, retail, catering, transportation, storage, finance, insur-
ance, real estate, and service industries (Pan and Zhang 2011). In 2007,
South Korean investments reached their peak at US$ 5.44 billion. China
became South Korea’s number one FDI destination in 2012 (OECD
2013). The ensuing global financial crisis meant that the amount of South
Korean investment in China decreased gradually from 2008. This invest-
ment in other countries also declined accordingly. China, the US, and
Vietnam were the three biggest recipients of South Korean investment.
As shown in Table 1.4, the investment in China fell by 14% from 2011
to 2012, but this decline was larger in the case of the US by 23% (Korea
Eximbank 2016c¢). Therefore, China is still an ideal laboratory for study-
ing South Korean MNEs” IHRM policies and practices. Table 1.4 sum-
marizes the amount of MNEs’ investment in China from 2001 to 2015.

HRM v CHINA AND ITS DEVELOPMENT OF FDI

China has changed dramatically from the ‘socialist planned economy’
to a ‘socialist market economy’ since the foundation of the People’s
Republic of China in 1949. Under the planned economy (1949-1978),
China adopted a centralized planning and regulatory structure based
on Soviet policies. Personnel management and the movement of the
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Table 1.4 South Korean direct investment in China (unit: 1000 US$)

Year Number of enterprises Amount

2001 1805 660,910

2002 2567 1,102,096
2003 3163 1,833,067
2004 4015 2,432,272
2005 4672 2,866,773
2006 4708 3,501,862
2007 4614 5,444,819
2008 3328 3,862,256
2009 2127 2,476,927
2010 2297 3,657,766
2011 2211 3,541,844
2012 1866 4,043,478
2013 1881 5,145,567
2014 1613 3,156,950
2015 1647 2,853,662

Source: Korea Eximbank (2016¢)

workforce were strictly under the control of the State (Zhu 1997).
However, in 1978 the Chinese government began to reduce its role
in running business entities (Buckley et al. 2009a) and gradually open
up the economy to market forces, allowing enterprises to gain some
degree of control of their own HR policies and practices (Cooke 2012).
Nonetheless the Chinese government still wields significant influence
on the country’s SOEs (Buckley et al. 2009a). Fundamental changes
occurred in the Chinese HRM system in the 1980s. Enterprise managers
were given more autonomy and responsibility in handling HR issues. In
1992, the “Three Systems Reforms’ were implemented involving labor
contracts, performance-based compensation systems, and contributory
social insurance. More details about HRM practices in China will be
discussed in the following chapters. Based on Warner (2010), Table 1.5
summarizes the main stages of HRM in China.

Since the ‘Open Door Policy’ that emerged in the late 1970s, China
has been successful in attracting a substantial amount of global FDI
(UNCTAD 2013). Indeed, in 2003, China overtook the US and became
the largest recipient of FDI (UNCTAD 2005). This growth in inward
FDI is widely believed to be a key factor of China’s economic miracle
(Buckley et al. 2009¢). Based on Buckley et al. (2009b), Fig. 1.1 sum-
marizes the different stages of Chinese inward FDI from 1979 to 1999.
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Table 1.5 Evolution of HRM in China

Nascent (1980s)

Labor contracts Low flexbility of HR

Interim (1990s)

Personnel and labor law Medium flexbility of HR

|¢

Mature (2000s)

Labor contract law High flextibility of HR

The most recent comprehensive trade and foreign policy—‘One-belt,
one-road” (OBOR), which was implemented by China’s current leader,
Xi Jinping—Ilinks China to other Asian countries, Europe, and Africa
through both land and maritime routes. The new initiative aims to build
a close cooperation and mutual trust between Europe, the Middle East,
Africa, and the rest of Asia (Thakur 2015). Statistics show that China’s
outward direct investment jumped from US$ 68.8 billion in 2010 to more
than US$ 100 billion in 2014. About 38% of that was invested in OBOR-
covered regions (Cheng 2015). It confirms that China is now ready to
use its power to create a favorable environment for its own economic and
strategic national interests (Thakur 2015).

METHODOLOGY

We employed both qualitative and quantitative methodology by conduct-
ing in-depth interviews and large-scale surveys to collect the data for the
rescarch. The data were collected from ten South Korean MNE:s in Beijing,
Tianjin, and Yantai. The case companies are of varied sizes and ages, and
operate in a wide range of industries, including electronics, telecommu-
nications (mobile phones), online services, automobiles, advertising, and
IT. The business structure is consistent with the industry and ownership
patterns of South Korean MNEs in China (Korea Eximbank 2016b). Two
MNEs, Telecom C and Auto A, are joint ventures (JVs) and others are
South Korean-owned enterprises. Hence, the case companies are broadly
representative of South Korean MNEs in China. The company profile will
be shown in detail in the next chapter.
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The interviews were conducted in two stages. The first-stage interviews
aimed to investigate IHRM policies and practices (i.e. recruitment and
selection, training and development, performance appraisal, and reward
and compensation) of South Korean MNEs. Twenty semi-structured
interviews were conducted with ten HCN and ten expatriate managers
during September—October 2011. The second-stage interviews aimed to
explore the use and management of non-traditional expatriates working
for South Korean MNEs in China. Twenty interviews were conducted
between December 2013 and May 2014. A survey was administered
involving 485 employces during August—October 2011. Content analysis
was performed to examine the qualitative data. Structural equation mod-
eling (SEM) was used to analyze the survey data. The SEM procedure
involves testing the measurement model and the hypotheses. More details
regarding the methodology used in this analysis will be discussed in the
following chapter.

STRUCTURE OF THE Book

This first chapter has introduced the topic and reviewed the exist-
ing IHRM literature and contextual background of South Korea and
China. The next chapter (i.e. Chap. 2) will provide more detail about
the research design, data collection, and data analysis. The subsequent
chapters (Chaps. 3, 4, 5, and 6) constitute the core of the book and
focus on the IHRM policies and practices of South Korean MNEs in
China, with an analysis of the themes of recruitment and selection, train-
ing and development, performance appraisal, and reward and compensa-
tion. Chapter 7 investigates the use and management of non-traditional
expatriates in South Korean MNEs operating in China. In Chap. 8, we
examine the impact of IHRM policies and practices on HCNs’ willing-
ness to help expatriates. Finally, Chap. 9 discusses the research findings
and draws conclusions.
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CHAPTER 2

Methodology

INTRODUCTION

This chapter explains the methodology used in this research. The research
design concerning the nature of the study and justification for using the
methods are firstly outlined. This is followed by a discussion of ethical
considerations. Subsequently, the sample and data collection procedures
are addressed. Next, the data analytical strategies are described in detail.
This chapter concludes with a summary of the key points in relation to the
methods employed.

RESEARCH DESIGN

Methodology refers to ‘the blueprint or set of decisions and procedures
that governs a study and renders it understandable to others and is sub-
ject to inquiry, critique, and replication or adaptation to other settings’
(Schensul 2012, p. 70). One of the most important aspects of methodol-
ogy is the research design because it provides the framework and method
for solving research questions (Bryman and Cassell 2006). A research
design is ‘a plan for collecting and analyzing evidence that will make it
possible for the investigator to answer whatever questions he or she has
posed’ (Ragin 1994, p. 191). A good research design will ensure the evi-
dence is obtained through the data (De Vaus 2001), thereby making the
research accurate and reliable (Yin 2011). As this study aims to explore
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how South Korean MNEs manage HRM in their overseas operations as
well as the relationship between IHRM practices and the willingness of
HCNs to help expatriates, the study employed both qualitative and quan-
titative methods to achieve the dual research purposes.

Qualitative Research

When studying social and cultural phenomena, qualitative research is
regarded as the best way to ‘understand people’s motivations, their reasons,
their actions, and the context for their beliefs and actions in an in-depth
way’ (Myers 2009, p. 6). Qualitative research is ‘an approach that enables
researchers to explore in detail social and organizational characteristics and
individual behaviors and their meanings’ (Schensul 2012, p. 69). It can be
used to investigate the meaning of people’s lives, represent the perceptions
of people addressing contextual environments where people live, and con-
tribute to the existing knowledge base to explain particular human behav-
iors (Yin 2011). Using the interviews with middle /senior managers in the
sample companies, the researchers were able to explore the IHRM policies
and practices employed by South Korean MNEs and the use and manage-
ment of non-traditional expatriates in their Chinese subsidiaries.

There are three approaches to conducting a qualitative research study.
The first is the ‘realist approach’, which ‘generates knowledge that captures
and reflects as truthfully as possible something that is happening in the real
world” (Willing 2013, p. 15). This approach could be characterized as dis-
covery orientation because researchers are expected to detect new theories
or knowledge by utilizing their existing knowledge, skills, and experiences
to uncover what is going on in reality. The second is the ‘phenomenological
approach’; which aims to produce knowledge based on participants’ subjec-
tive experience. The third is the ‘social constructionist approach’, which is
concerned with ‘the social construction of knowledge itself and how people
construct versions of reality through the use of language’ (Willing 2013,
p. 17). The phenomenological approach is relevant to this study because
South Korean MNEs” IHRM policies and practices are experienced by
employees and their perceptions reflect their experience.

Qualitative research methods include mainly case study, action research,
and grounded theory (Yin 2011). The case study method involves ‘sys-
tematically gathering enough information about a particular person, social
setting, event or group to permit the researcher to effectively understand
how the subject operates or functions’ (Berg 2004, p. 251). There are
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three types of case study designs: exploratory, explanatory, and descriptive.
Explanatory case studies tend to be more deductive, while exploratory and
descriptive case studies are more inductive (David and Sutton 2011). Yin
(2009) suggested that the exploratory case study approach should be used
it the research tests a concept or theory that does not have much literature
and mainly answers ‘what’ and ‘how’ questions. Explanatory case studies
are used to answer how and why events occur in the real world (Yin 2011).
Finally, descriptive case studies are employed to describe ‘an intervention
or phenomenon and the real-life context in which it occurred’ (Baxter and
Jack 2008, p. 548). This approach allows data to be collected from many
different sources that are considered to be appropriate and provide in-depth
information. However, the case study approach has been criticized: firstly, it
lacks statistical reliability and validity; secondly, case studies can be only used
to generate hypotheses rather than test them; and thirdly, generalization can
hardly be achieved on the basis of case studies (Van Maanen 2000).

Action research focuses on real-life issues by engaging with groups of
researchers and organizations, and it helps to ensure the research is rel-
evant to practical management. However, it is difficult to conduct action
research due to the problems of time limitation and high cost (Walsham
2006). Grounded theory is ‘an inductive, iterative, interactive and com-
parative method geared toward theory construction’ (Charmaz 2006,
p. 41). It provides both a rigorous and a flexible guide for improving data
analysis (Charmaz 2000).

Our qualitative study aims to explore IHRM policies and practices of
South Korean MNEs and the use and management of non-traditional
expatriates in China. Both phenomena are largely unknown due to not
much research having been conducted on them (Kang and Shen 2013).
According to Shen (2005), MNEs originating from, or operating in, dit-
ferent countries tend to adopt various IHRM practices in order to achieve
the best fit. It is therefore appropriate to use the exploratory case study
approach in the current research.

Quantitative Research
A quantitative research is defined as:
One in which the investigatory primarily uses postpositive claims for devel-

oping knowledge (i.c., cause and effect thinking, reduction to specific vari-
ables and hypotheses and questions, use of measurement and observation,
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and the test of theories), employs strategies of inquiry such as experiments
and surveys, and collect data on predetermined instruments that yield statis-
tics data. (Creswell 1994, p. 21)

In quantitative research, numerical data are used to quantify or measure
phenomena and generate findings (Johnson and Onwuegbuzie 2004). It
tests causal relationships using a deductive procedure from the existing
knowledge (Hyde 2000). There are many advantages associated with this
method. For example, research findings can be generalized when the data
are based on random samples of sufficient size. It also enables researchers
to test and validate existing theories about how certain phenomena occur
(Johnson and Onwuegbuzie 2004 ). A survey design provides ‘a quantita-
tive or numeric description of trends, attitudes, or opinions of popula-
tion by studying a sample of that population’ (Creswell 2003, p. 153).
There are many advantages in conducting surveys. For example, surveys
are useful for exposing the current status of a specific variable within a
particular group. In addition, survey results are more accurate because the
variables are represented by numbers (Murray 2003). The quantitative
study is conducted to explore the effects of IHRM policies and practices
on the willingness of HCNs to help expatriates. The quantitative approach
is therefore appropriate for achieving this research objective. A survey
involving 485 HCNs was conducted for collecting the quantitative data.

ET1HI1cAL CONSIDERATIONS

All research which involves human beings may to some extent bring
risks to participants (Marczyk et al. 2005). The researcher submitted an
ethics application that was examined and approved by the University of
South Australia’s (UniSA) Human Research Ethics Committee before the
research began. Participants were advised to contact the Human Research
Ethics Committee to address any concerns they may have had. A number
of documents were submitted to the Committee to obtain ethics approval.
These included participant information statement, participating organi-
zational consent forms, interview/survey questions, telephone scripts,
letters seeking participants, and a safety protocol if traveling overseas to
collect data.

Informed consent is important in resecarch (Myers 2009). As such,
the permissions from both managerial and non-managerial employees
were obtained from all participating companies. Additionally, approval
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to tape-record conversations was obtained before all interviews for this
study commenced. Respondents were informed that their participation
was voluntary and they were free to withdraw from the research project at
any stage. Disclosure of the participants’ information was explained care-
fully in both the tape-recorded interviews and surveys. The survey was
anonymous and responses to the survey were strictly confidential. The
summary of findings would be provided to the participating organizations
if requested.

SAMPLE AND DATA COLLECTION PROCEDURE

Qualitative Study

Sampling considers the selection of a number of items within the specific
units used in a study and this procedure is very challenging during the data
collection process (Yin 2011). There are different kinds of sampling, for
example, purposive sampling, convenience sampling, snowball sampling,
and random sampling (Yin 2011). The convenience sampling approach was
used in this research to recruit the participating firms. Chinese and South
Korean networks were used to recruit South Korean MNEs operating in
China to participate. The case companies are of varied sizes and ages, and
operate in a wide range of industries, including electronics, telecommu-
nications (mobile phones), online services, automobiles, advertising, and
IT. The business structure is consistent with the industry and ownership
patterns of South Korean MNEs in China (Export-Import Bank of Korea
2011). Two MNE:s, Telecom C and Auto A, are joint ventures (JVs) and
others are South Korean-owned enterprises. Hence, the case companies
are broadly representative of South Korean MNEs in China. The detailed
company profiles are explained in more detail below.

Telecom A

Telecom A is a South Korean owned telecommunication company that was
founded in 1997 and began operating in the Chinese market in 2004. The
main operations of the company include mobile /internet payment service,
online game, and music publishing. The company has acquired some inter-
national experiences but it is still at an early stage of internationalization.
The company started operations in Taiwan in 2004 and has run a variety
of payment services in the local market. Then this company started opera-
tions in the US in 2006, where the main emphasis of its business has been
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on mobile payment service. Again in 2006, Telecom A expanded its opera-
tions to Indonesia with the focus there being on ringtone downloading.
Currently, the company is planning to cooperate with local I'T companies
to provide a number of online mobile services.

Chemical A

Chemical A is a large chemical company originally founded in South
Korea in 1966, and by 2010, its total assets had reached 1,998,819 mil-
lion Won (i.e. Korean currency). The main business operations include
specialty chemicals (e.g. electrochemicals, polyester binders) and life sci-
ences (e.g. musculoskeletal, antibiotics). The company’s sales increased
by 17.5% from 2006 to 2010. In 2010, the net income reached 124,457
million Won, which was nearly 2.2 times larger than the net income in
2006. Its overseas subsidiaries are under the management of six regional
centers: China, Germany, Japan, the US, Poland, and Indonesia. Chemical
A entered the Chinese market in 1992 and currently has five subsidiaries
operating in that country.

Telecom B

Originally founded in 1984, Telecom B is now a pioneering company in
the mobile industry and is also the leading wireless communications oper-
ator serving more than 50% of the local mobile market. The company not
only focuses on providing various mobile services to individual consumers
but also focuses on providing mobile technologies to enhance produc-
tivity for key industry sectors. The current total asset of the company is
18,960 billion Won. The revenue has increased 10.4% from 2007 to 2010.
Despite the company still being at an early stage of internationalization, it
is presently expanding into global markets, for example, Vietnam, the US,
and China. Business emphasis is on forging strategic alliances with other
global carriers and IT businesses.

Advertising A

Advertising A is an advertising agency which was founded in South Korea
in 2005. Initially, the company had 54 staff to support the main motor
manufacturers’ global branding strategies. By 2007 the company was
employing over 300 staft, and within two years, it had become the third
largest agency in South Korea. The company started operating in China
in 2005 and then expanded its business to the UK, Germany, the US, and
India. The company aims to start operations in more European countries
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(e.g. Turkey, Czech Republic, France, Russia, Spain, Italy, Austria), Latin
America, and Australia in the near future. The main services provided by
the company include account services (e.g. account management), mar-
keting services (e.g. brand strategy, market analysis), creative services, and
media services (e.g. sports marketing, motor show).

Telecom C

Telecom C is a joint venture company which was founded in China in
2003. The company is in the telecommunications industry and is one
of the main telecom value-added service providers. Its major operations
include wireless internet value-added services (e.g. information content
services, location-based services, download services, and other application
services).

Electronics A

Electronics A is a large-scale company which was founded in South Korea in
1958. The main business operations of the company include home enter-
tainment (e.g. flat-panel TVs, home theater), mobile communications,
home appliances, and air conditioners and energy solutions. Electronics
A is a global corporation with 81 subsidiaries around the world (Europe,
Russia and CIS, North America, South and Central America, Asia-Pacific,
Middle East, and Africa). The company entered the Chinese market in
1993. In 2009 the company became the second-largest LCD TV pro-
vider worldwide and the third-largest supplier of mobile handsets market
worldwide.

Electronics B

Electronics B is one of the biggest South Korean conglomerates operat-
ing in various industries, for example, electronics, finance, chemical, and
heavy industry. Its operations began in 1938, and currently the company
has subsidiaries or offices in 68 countries with 680,000 employees around
the world. The company started business in China in 1992. By the end
of 2009, the company’s total investment in China amounted to US$ 8
billion and sales reached US$ 41.8 billion. In China, the company has
established 39 operating factories, 36 marketing companies, 6 Research
and Development centers, 56 agents, and technical maintenance service
offices in various industries with more than 69,000 employees.
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Aunto A

Auto A is one of the oldest family-owned enterprises in South Korea. The
company now has over 60 subsidiaries throughout the world and more
than 200,000 employees. The company was established in 1946 as a small
auto repair shop. The company formed a JV with a Chinese car manufac-
turer in 2002 and now has around 7400 employees in total. The plant had
a registered capital of US$ 300 million with a contract term of 30 years.

Finance A

Finance A is a financial subsidiary of one of the biggest conglomerates. The
main businesses of the company include auto financing, mortgage loans,
personal loans, and provision of financial services for sole proprietors. The
company leads the field in auto financing and leasing in South Korea and
has over 2000 employees. The company was founded in 1993 in South
Korea, and it entered the Chinese market in 2005.

Telecom D
Telecom D is a small-size IT company and its main business concerns
mobile Internet service. The company has very limited international expe-
riences, and it entered the Chinese market in 2000.

The company details are summarized in Table 2.1.

The data triangulation approach was used to collect the qualitative
data because it consolidates the validity of the data (Yin 2011). The inter-
view data were collected together with other data, for example, company
documents, company annual reports, papers and brochures on HR initia-
tives, and website information. Some company documents, such as those
regarding turnover rates of repatriates, were also sought from company
headquarters in South Korea. The primary data were collected from in-
depth interviews, which are considered to be the most common method
of data collection in qualitative studies (David and Sutton 2011). The two
major forms of interviews are structured interview and semi-structured
interview. In this study, semi-structured interviews were conducted to
allow flexibility in responses (Punch 2005). The secondary data of this
study on South Korean MNEs were collected mainly from analyzing com-
panies’ internal documents.

The interviews were conducted with one expatriate manager and a gen-
eral /HR manager in each subsidiary. Their different nationalities helped to
obtain data that reflected different perspectives. Interviews were conducted
in Chinese for Chinese managers and in Korean for expatriate managers.
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The interview questions focused on the IHRM policies and practices, with
particular reference to recruitment and selection, training and develop-
ment, performance appraisal, and reward and compensation. In addition,
questions regarding the use and management of non-traditional expatri-
ates were asked. The interviews which generally lasted between 1 and 1.5
hours were tape-recorded, and the interview summaries were sent back to
the interviewees for verification. Follow-up calls were made when issues
needed to be clarified. Prior to the interviews, demographic informa-
tion about the interviewees was sought. The interviews were conducted
between September and October 2011 and between December 2013 and
May 2014. Tables 2.2 and 2.3 summarize the interviewees’ profiles.

Quantitative Study

The quantitative data were collected through large-scale surveys. A survey
has been defined as ‘a way to collect data from a range of respondents by

Table 2.2 Interviewees’ profiles (September—October 2011)

Company Position Age  Gender  Yearswith Edwcation  Nationality
company
Telecom A Operation Manager 38 M 3 Bachelor ~ Korean
General Manager 46 M 5 Master Chinese
Chemical A Marketing Manager 41 M 3 Master Korean
Marketing Manager 40 M 3 Bachelor  Chinese
Telecom B Chief Operating 4 M 5 Bachelor  Korean
officer
General Manager 48 M 4 Bachelor  Chinese
Advertising A Marketing Manager 33 M 3 Bachelor  Korean
HR Manager 40 F 4 Bachelor  Chinese
Telecom C Operation Manager 41 M 3 Bachelor  Korean
General Manager 48 M 4 Diploma  Chinese
Electronics A Marketing Manager 43 M 3 Master Korean
HR Manager 45 M 4 Bachelor  Chinese
Electronics B Finance Manager 46 M 5 Bachelor  Korean
General Manager 41 M 4 Bachelor  Chinese
Auto A Marketing Manager 41 M 4 Bachelor  Korean
HR Manager 46 M 3 Bachelor  Chinese
Finance A Finance Director 39 F 4 Bachelor  Korean
HR Manager 45 M 3 Bachelor  Chinese
Telecom D Operation Manager 38 M 2 Bachelor  Korean
HR Manager 46 F 2 Bachelor  Chinese
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Table 2.3 Interviewees’ profiles (December 2013-May 2014)

Company Position Age  Gender  Yearswith  Education  Nationality
company

Telecom A Operation Manager 38  Male 3 Bachelor  Korean

General Manager 46  Male 5 Master Chinese
Chemical A Research and 37 Male 3 Bachelor  Korean

Development Team

Manager

HR Manager 40  Male 3 Bachelor  Chinese
Telecom B Operation Team 35 Male 4 Bachelor  Korean

Manager

General Manager 48  Male 4 Bachelor  Chinese
Advertising A Marketing Manager 33  Male 3 Bachelor  Korean

HR Manager 40  Female 4 Bachelor  Chinese
Telecom C Operation Manager 41  Male 3 Bachelor  Korean

General Manager 48  Male 4 Diploma  Chinese
Electronics A Research and 35 Male 3 Master Korean

Development Team

Manager

HR Manager 45  Male 4 Bachelor  Chinese
Electronics B Technical Support 37  Male 5 Master Korean

Team Manager

General Manager 41  Male 4 Bachelor  Chinese
Auto A Operation Team 40  Male 4 Master Korean

Manager

HR Manager 46  Male 3 Bachelor  Chinese
Finance A Finance Director 39  Female 4 Bachelor  Korean

HR Manager 45  Male 3 Bachelor  Chinese
Telecom D Operation Manager 38  Male 2 Bachelor  Korean

HR Manager 46  Female 2 Bachelor  Chinese

asking them questions’ (Maylor and Blackmon 2005, p. 182). The advan-
tages of using surveys are their accuracy, and their results are generalizable
and easy to administer and manage (Marshall and Rossman 2006). The
HR manager firstly identified all the employees who had work relation-
ships with expatriates.

A pilot study refers to ‘the specific pre-testing of a particular research
instrument such as a questionnaire or interview schedule’ (van Teijlingen
and Hundley 2001, p. 1). The major benefit in conducting a pilot study
is that it gives a warning in advance to researchers that the project may
encounter problems due to inappropriate research methods or instruments
(van Teijlingen and Hundley 2001). A pilot study involving 20 employees
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was conducted and the results were content analyzed. The findings of
the pilot study showed that the Chinese version of the questionnaire
was suitable for Chinese employees despite the need for some changes
in wording. Data from this pilot study was not used in the main study.
We then distributed questionnaires together with cover letters explaining
the research aims, definitions of variables, data collection procedures, and
confidentiality issues to these employees (excluding those who had already
participated in the pilot study) via the firm’s internal mail system. The
researchers who are fluent in both Mandarin and Korean also visited the
company during the administration of the surveys to answer any queries
from participants. Research shows that seven or more response options
are more reliable and valid than a five-option response (Weathington et al.
2012); hence, seven-point Likert scales, ranging from 1 = strongly agree
to 7 = strongly disagree, were used for all variables.

According to Anderson and Gerbing (1984), a sample size of 150 is
required in order to conduct a structural equation modeling (SEM) analy-
sis when the model has three or more indications for each construct. A
total of 870 questionnaires were distributed and 485 completed question-
naires were returned, providing a 56% response rate. A total of 475 com-
pleted questionnaires were usable. Among the respondents, 49.7% were
male and the mean age was 27.6 years (SD = 4.3) (shown in Table 2.4).
Most respondents (87.1%) were non-managerial employees and 88.4% of
employees had worked for less than five years with the current employer.

Data ANALYSIS

Qualitative Study

Content analysis was conducted to examine the qualitative data. Content
analysis is ‘a technique for gathering and analyzing the content of text’
(Neuman 2003, p. 310) and is suitable for analyzing interview data
(Crano and Brewer 2002). Content analysis is ‘beneficial to management
research in general by providing researchers with a methodology for sys-
tematic analysis of the information contained in corporate documents,
thus opening a rich data source that has been often neglected” (Morris
1994, pp. 903-904). Coding is an essential approach to content analysis
(Bazeley and Richards 2000). Coding is also used to reduce the size of
the data and is useful to retrieve and organize data (Myers 2009). One
important aspect of coding is to ensure the consistency and reliability of
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the contents. In content analysis, many factors will cause reliability prob-
lems, such as ambiguity of word meanings or category definitions (Weber
1990). One way to address these problems is to classify contents into cat-
egories (Crano and Brewer 2002). Categorizing refers to ‘the summary
of such concepts into generic concepts and to the elaboration of the rela-
tions between concepts and generic concepts or categories and superior
concepts’ (Flick 2006, p. 125). Interview questions were developed based
on the IHRM literature.

Coding Procedure
Tables were drawn in a codebook to conduct the content analysis. In each
table, codes, categories, codings, and statements originating from the inter-
view results were listed. Then, interview contents were sorted and put into
the tables. The four domains of the IHRM practices, specifically international
recruitment and selection, international training and development, interna-
tional performance appraisal, and international reward and compensation,
were treated as the four codes (Dowling et al. 2013; Fisher 1989; Schuler
et al. 1993). In addition, the use and management of non-traditional expa-
triates is another code. Under each code, there are several categories. For
example, under the code ‘international recruitment and selection’, there
are five categories: staffing approach, reason to use expatriates, recruitment
procedure, recruitment criteria, and repatriation. Under the code of the
use and management of non-traditional expatriates, there are six categories:
reasons and purposes of using non-traditional expatriates, staffing, training,
performance appraisals, and compensation of non-traditional expatriates.
Under each category, there are corresponding codings. For example,
under the ‘selection criteria’ category, the coding is ‘expatriate selection’.
Under the code ‘international training and development’, there are four
categories: expatriate pre-departure training, expatriate post-arrival train-
ing, HCN training, and expatriate/HCN career development. Under
the category ‘expatriate pre-departure training’, there are two codings:
training program and training method. Under the code ‘international
performance appraisal’, there are four categories: performance appraisal
purpose, performance appraisal method, performance criteria, and per-
formance feedback. Under the category ‘performance appraisal method’,
there are two codings: rater and frequency. Under the code ‘international
reward and compensation’, there are two sub-categories: expatriates’ com-
pensation and HCNs’ compensation. For the ‘expatriates’ compensation’,
there are two codings: expatriates’ salary standards and structures and
PRP for expatriates. The coding examples are shown in Table 2.5.
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Quantitative Study

The questionnaire was developed in English, translated into Chinese and
back-translated by two bilingual researchers. We used seven-point Likert
scales for all study variables, ranging from 1 = strongly disagree to 7 =
strongly agree.

MEASURES

The Willingness of HCNs to Help Expatriates

Help in the workplace was measured through HCNSs’ reported provision of
the five types of ‘role information’ identified by Morrison (1993). This mea-
sure has been used by Varma et al. (2011). Sample items include ‘I am will-
ing to provide Korean expatriates with information on what is expected in
their jobs” and ‘I am willing to provide Korean expatriates with information
on the behaviors and attitudes that the organization values and expects’.
Help outside the workplace was measured using a four-item scale for ‘social
support’ developed by Caplan et al. (1980). Sample items are ‘I am willing
to make work life easier for expatriates’ and ‘I am willing to give Korean
expatriates information about local customs’. Help within the workplace
was highly correlated to help outside of the workplace (7= .82, p < .001).

We conducted factor analyses to examine whether the two dimensions
of help were distinctive constructs. The exploratory factor analysis using
principal axis factoring extracted one factor with an eigenvalue exceeding
1 (4.87) explaining 60.9% of variance. Standardized factor loadings were
significant at p < .001, ranging from .73 to .88. In support of the result
derived from the exploratory factor analysis, the confirmatory factor analy-
ses (CFAs) revealed that the single-factor model was a good fit [2(27) =
34.2, p < .001, confirmatory fit index (CFI) = .99, Tucker-Lewis index
(TLI) = .99, and the root mean square error of approximation (RMSEA) =
.011] and fitted better than the two-factor model [¥2(26) =56.7, p < .001,
CFI = .94, TLI = .92, RMSEA = .11, Ayl = 22.5, p < .001). As shown in
our later analyses, the proposed measurement model with a single-factor
dependent variable had the best fit with the data and the hypothesized
relationships were significant and in the expected directions. These results
provide evidence for convergent and discriminant validity. Hence, it was
appropriate to treat HCNs’ willingness to help expatriates in and outside
of the workplace as a single-dimension construct. Cronbach’s alpha for
this scale was .90.
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High-Commitment HRM

High-commitment HRM was measured using eight items from Collins
and Smith (2006). Sample items include ‘My company has done what-
ever it can to keep people employed” and ‘Rewards in my company are
performance-based and competitive in the industry.” Cronbach’s alpha for
this scale was .88.

Socially Responsible HRM

Socially responsible HRM was measured using six items developed by
Shen and Benson (2014). Sample items are ‘My company considers per-
sonal CSR values in recruitment and selection’ and ‘My company provides
adequate CSR training to promote CSR as a core organizational value’.
Cronbach’s alpha for this scale was .89.

Organizational Identification

Organizational identification was measured using three items developed
by Kim et al. (2010). The three statements are ‘I feel strong ties with my
company’, ‘I experience a strong sense of belongingness to my company’,
and ‘I am part of my company’. Cronbach’s alpha for this scale was .85.

Perceived Organizational Support

POS was measured using eight items adapted from Eisenberger et al.
(1986). Sample items are ‘My company really cares about my well-being’
and ‘My company strongly considers my goals and values’. Cronbach reli-
ability of this scale was .89.

Control Variables

It is argued that the personalities of HCNs (Caligiuri 2000; Johnson et al.
2003) and social categorization (Toh and DeNisi 2007) influence their
attitudes and behaviors toward expatriates. For this reason, we controlled
for personality and social categorization. Social categorization was mea-
sured using four items adapted from Varma et al. (2011). A sample item is
‘I consider Korean expatriates as “them” and other locals in the organiza-
tion “us”’. Cronbach reliability of this scale was .84. HCN personality was
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measured using ten items developed by Gosling et al. (2003). A sample
item is ‘I am extraverted and enthusiastic’. Cronbach reliability of this
scale was .91. Previous studies, for example, Schroeder and Graziano
(2015), found demographic variables were related to employee helping
behavior. Hence, we controlled for gender, age, education, and position
in hypothesis testing.

Data Analytical Strategy

The validity and reliability of the data was assessed using Statistical Product
and Service Solutions (SPSS) 20. Missing data were replaced by the mean
scores and outliers were removed. SEM was utilized to test all hypotheses
with the software MPlus 7.2. SEM is ‘a statistical methodology that takes
a confirmatory approach to the analysis of a structural theory bearing on
some phenomenon’ (Byrne 2012, p. 3). The advantage in conducting
SEM is that it provides the opportunity to estimate the extent of errors
in the model, and it tests the structural relationships between variables
(William 2006). SEM also makes it possible to identify error variance
in the statistical analysis. Moreover, it provides a number of fit indices
that assess the overall fit of the complete structural model (Smith and
Langfield-Smith 2004 ).

We used SEM to fit models with maximum likelihood as the procedure.
Due to the single-sourced data, we first tested for common method vari-
ance (CMV) (Podsakoft et al. 2003), which would be indicated if the fit
of the model comprising all latent variables was improved by adding an
uncorrelated latent method factor on which all items loaded. Summing
the squared loadings, we assessed the variance explained by the common
method factor to gauge its influence. Next, we assessed the discriminant
validity of the measurement model by comparing the proposed model
against other nested models including, the four-factor model combining
socially responsible HRM and high-commitment HRM and the one-
factor model collapsing all variables. Subsequently, we compared the
goodness of fit of the base model with those of the nested alternative
models using chi-square differences to test hypotheses. The selection
of rival models was based on the literature (Browne and Cudeck 1989;
MacCallum 1986). Values of CFI and TLI higher than .90 and values
of the RMSEA lower than .80 are regarded as indicating acceptable fit
(Browne and Cudeck 1989).
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CONCLUSION

This study has implemented a mixed research methodology. Specifically,
the qualitative study investigated the IHRM policies and practices and
the use and management of non-traditional expatriates of South Korean
MNE:s in China. Ten South Korean MNEs with varied company sizes and
industries were recruited to participate as case studies. Content analysis
was used to analyze the interview contents. The data for the quantita-
tive study were collected through surveys involving 485 HCNs. SEM was
employed to test the hypothesized relationships. The next chapter will
turn to the international recruitment and selection policies and practices
of South Korean MNEs in China.
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CHAPTER 3

International Recruitment and Selection
Policies and Practices

INTRODUCTION

International staffing, one of the key initiatives and responsibilities of
global talent management, comprises recruitment and selection, and
deals with ‘critical issues faced by multinational corporations with regard
to the employment of home, host, and third country nationals to fill
key positions in their headquarters and subsidiary operations’ (Scullion
and Collings 2006, p. 3). Through international statfing, MNEs coor-
dinate and control their global operations (Stroh and Caligiuri 1998).
Furthermore, international staffing plays a key role in innovation, orga-
nizational learning, corporate integration, and staft’s retention in MNEs
(Collings et al. 2009; Reiche 2007). Consequently, international staffing
may influence the performance of subsidiaries as well as the MNE as a
whole (Colakoglu and Caligiuri 2008; Colakoglu et al. 2009). This chap-
ter is structured as follows: firstly, we review the literature on the recruit-
ment and selection practices in South Korea, followed by a discussion of
the recruitment and selection practices in China. Subsequently, we report
our empirical findings on international staffing policies and practices of
South Korean MNEs operating in China. The major international staffing
issues considered in this chapter include international staffing approaches,
reasons for these approaches, recruitment procedures, selection criteria for
both expatriates and HCNs, and repatriation management.
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RECRUITMENT AND SELECTION POLICIES AND PRACTICES
IN SoutH KOREA AND CHINA

Recruitment and Selection in South Korea

South Korean HRM has experienced substantial changes during the last
few decades. Prior to 1987, South Korea adopted the seniority-based
HRM system including lifetime employment, seniority-based promotion,
and a compensation system (Bae et al. 2011). The major source of recruit-
ment for conglomerates (i.e. chaebols) is graduates from prestigious uni-
versities (Rowley 2005). From 1988 to 1997, with the strong influence
of emerging Western HRM practices, the ‘New HRM” (e.g. incentive sys-
tems, ability, and performance-based pay) system was increasingly imple-
mented in South Korean companies, although seniority still played an
important role (Park 2004). However, the situation of resourcing remains
unchanged (Rowley and Bae 2002). After the 1997 Asian financial crisis,
seniority-based HRM was criticized for being ineffective. Large conglom-
erates have since then experienced significant restructuring, for example,
mergers and acquisitions, and management buyouts (Rowley and Bae
2002). Both economic crisis and changing business environments encour-
age South Korean firms to actively pursue more flexibility in managing
their workforce (Park and Yu 2000). They have already begun to utilize
external labor markets as sources of recruitment, which enables them to
actively recruit contingent workers. Under these changed institutional and
economic circumstances, people’s employment security has declined and
individual performance-based incentives have been highly emphasized
(Bae et al. 2011).

In South Korea, there are two types of recruitment systems: Yon-o (i.c.
relation-based recruiting) and Gong-chae (i.e. open recruitment). Yon-o
is a kind of social relationship or connection based on family ties, school
ties, and birthrights (Lee 2004a). Traditionally, most South Korean firms
recruit employees based on Yon-go relations. The primary source of recruit-
ment normally includes school alumni and friends from the employer’s
birth place. In order to meet the demands of fast-growing businesses,
companies formalize the employment process based on open competition,
which tends to focus more on educational achievement (e.g. exam results).
However, Yono relations are still very important in determining the suc-
cess in gaining employment; graduates from prestigious universities or can-
didates from certain regions are largely preferred to others. However, due
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to the fierce competition that now characterizes the global economy and
how business is done, many organizations have realized the importance of
attracting talent, and subsequently, the nature of recruitment has changed
gradually. It has been found that in South Korean enterprises, the influence
of Yon-go has diminished when recruiting entry-level positions, while for
senior positions, Yoz o still plays an important role (Horak 2015). Gong-
chae incorporates contemporary recruitment and selection practices, which
are similar to Western HRM practices (Lee 1998). Many companies, espe-
cially large companies, have started to adopt this system to attract talent
(Chung et al. 1997). Samsung was the first company to adopt the ‘Gong-
chae’ system in 1957 (Lee 1998).

Generally speaking, the recruitment of university students takes place in
spring and fall each year. Campus recruiting is considered one of the most
common and effective recruitment activities in South Korean companies.
Normally, companies or corporations send executives who have graduated
from universities to recruit potential employees. Managers give briefings
to students and send out company brochures to attract job seekers to join
the company. Sometimes, company tours are also provided to students so
that they can experience real worksites and have a better understanding
of how the company works. Another important source of recruitment is
recommendations from university professors. Professors are in the best
position to recommend students because they know how well they actu-
ally perform and what their abilities are (Chung et al. 1997).

Some conglomerates prefer to select applicants especially those who
had enjoyed the opportunity of internships in their companies. One of
the benefits of the internship system is that companies can observe can-
didates’ behaviors and abilities directly and in this way they can decide
whether they have the competence and aptitude for the job (Chang and
Chang 1994). TV advertisement is also an effective recruitment method.
Potential employees will be easily attracted due to this medium’s presen-
tation of the company’s favorable image (Chung et al. 1997). On the
other hand, small- and medium-sized enterprises (SMEs) tend to rely on
the informal recruitment method, such as employee referrals (Koch et al.
1995). This form of recruitment is a less formal hiring process, and is
often carried out irregularly whenever companies have vacancies (Park and
Yu 2000). When recruiting mid-term career professionals (i.e. 5-10 years’
employment), larger firms tend to use recruitment channels like internet
recruitment and external recruitment agencies. In particular, the recom-
mendation system (either firm-internal recommendation based on Yoz -jo;
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or external recommendation through agencies) is considered to be more
effective when selecting the most desirable candidates (Horak 2015).

The major selection procedures in South Korean firms normally include
written tests, which assess job-related skills and general knowledge (Kim
1992), and interviews (Lee 1998). During the last decade, some chae-
bols (e.g. Samsung, Hyundai) dropped knowledge tests and replaced them
with aptitude tests, which is a type of psychological test including personal
aptitude, personality, and personal interests (Kim and Briscoe 1997; Kim
1997; Pucik and Lim 2001). After passing the tests, applicants will be
interviewed by senior managers. Many companies are now putting more
emphasis on interviews in an attempt to obtain better candidates suited
to the company; as a result, the interview procedures are becoming more
standardized. The applicants who pass all the screening steps will be asked
to take a physical examination before being hired (Lee 1998). For exam-
ple, Samsung adopts the Gong-chae system, which includes the following
selection procedures: (1) review the application form, (2) conduct written
examinations (e.g. general or technical knowledge, foreign language pro-
ficiency, psychological tests), (3) conduct interviews, (4) review recom-
mendation letters, (5) review of internship performance, and (6) conduct
physical examination.

Traditionally, the selection criteria in South Korean companies empha-
size certain personal characteristics, such as seniority, education, prestige
of university, or sometimes personal relationships with managers (Yu
and Rowley 2009). Although the Gong-chae system has remained stable,
employees’ skills and competencies have changed to adapt to transforma-
tions in economic conditions and the globalized environment. Nowadays,
the major selection criteria focus more on job-related competencies, for
instance, specific subject knowledge and technical qualifications. In addi-
tion, companies emphasize English competence when they are recruit-
ing graduates. Candidates who have better oral communication skills in
English are more competitive in the job market (Jang 2015). It should
also be stated that education and having good moral or ethical attitudes
are also considered relevant (Lee 2004a; Yu and Rowley 2009).

Some problems do exist in the South Korean recruitment and selection
system. For example, attracting high-quality female employees is always
challenging for South Korean companies. Although more and more females
are joining the workforce, the majority of them are still low-educated who
only work in sales or service industries (Jang and Merriam 2004 ), and they
have much fewer opportunities to be promoted compared to male workers
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(Kim et al. 2008). Additionally, the selection of senior positions is to some
extent not open and transparent. It has also been reported that the selec-
tion decision regarding senior-level positions, such as chief executive offi-
cer and auditing officer, is often influenced by recommendations through
Yon-o (e.g. from political leaders) (Kim and Rowley 2001).

Recruitment and Selection in China

The Chinese labor market has undergone significant and far-reaching
changes during the past six decades. Under the planned economy
(1949-1978), a centralized planning and regulatory structure based on
Soviet policies (i.e. top-down economic planning) was implemented to
support the central labor allocation system and the Marxist collectivist
ideology. The old personnel system was characterized by ‘three old irons’:
(1) iron rice bowl (lifetime employment), (2) iron chair (state-controlled
appointment and promotion of managerial staff), and (3) iron wage
(centrally administered wages). Most firms were state-owned enterprises
(SOEs) in which employees were assured lifelong employment (Zhao and
Chen 2011), and this system discriminated against residents from rural
areas (Hlasny and Jiang 2014). The State not only controlled the number
of people employed but also the sources of recruitment. Workers were
assigned to enterprises by State labor bureaus (Ng and Warner 2000). At
the organizational level, job analysis was rarely conducted, person speci-
fications were implicit, and job instructions were only broadly specified
(Cai et al. 2011).

China embarked on changing the fundamentals of its economic system
in the late 1970s. Since then, companies in many sectors have been priva-
tized and reorganized, and they have gradually gained some degree of con-
trol over HR policies and practices (Cooke 2012). Fundamental changes
occurred in the Chinese HRM system in the 1980s, during which time
enterprise managers were given more autonomy in handling HR issues.
They took advantage of the drive toward deregulation and attempted dif-
ferent ways to hire the best employees (Hlasny and Jiang 2014). In the
early 1980s, foreign-invested enterprises (FIEs) started to use short-term
labor contracts. In 1986, some SOEs began to use fixed-term contracts for
a maximum of four years. Employers also instituted a probation period on
workers to assess whether they could do the job (Leung and Smith 2005).

In 1992, the “Three Systems Reforms’ were implemented, and these
involved labor contracts, performance-based compensation systems,
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and contributory social insurance. However, the HR planning was sel-
dom linked to corporate strategies during this transition period (Cai
et al. 2011). During the same period, oftf-farm migrants were allowed
to work in urban areas. Most of them were only allowed to work
in privately owned township and village enterprises, but not SOEs.
Normally, there were no labor contracts for off-farm migrants, and
they often encountered unfair dismissals and bad working conditions
(Shen et al. 2014).

The labor contract system was widely implemented following the estab-
lishment of the Labor Law of the People’s Republic of China in 1994
(Warner et al. 1999). The contract system gives both parties (i.e. employers
and employees) freedom to enter or terminate their employment relation-
ship. In this time, job security has declined, giving employees the opportu-
nity to learn more skills and knowledge required for the workplace (Cooke
2004). The contract states employment terms and conditions and the
employment period in general (Wong and Slater 2011). Labor contracts
are generally signed for between one and five years (Warner 2010). In
order to control the size of the workforce, some enterprises force employ-
ees to retire before the retirement age, which is called ‘internal retirement’
(neitui) (Shen 2007).

Chinese enterprises have been given full authority to recruit employees
since the 2000s (Cooke 2011). Many organizations have started to adopt
transparent recruitment procedures and sophisticated recruitment meth-
ods. Recruitment is more market driven since enterprises recruit potential
employees mainly from the labor market (Cunningham 2010). “Two-way
selection” has become prevalent in enterprises and this means free selec-
tion of occupations for job candidates and free selection of employees for
companies (Shen 2008). Companies can recruit people through various
channels, for example, open advertisements, internal recruitment pro-
cesses, informal referral, and recruitment agencies. The development of
the internet has witnessed the rise of online recruitment websites, such as
51job.com, which have become a very popular and effective recruitment
tool due to their effectiveness and low cost. More and more companies
also set up their own recruitment web pages to uphold the integrity and
uniqueness of their brands, and to build resources for their long-term
development (Hlasny and Jiang 2014). With reference to selection cri-
teria, enterprises emphasize education, skills, experience, and work per-
formance (Shen 2010). Job interview is the most common method of
selecting candidates (Shen 2008).
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It should be noted that there is significant variation in staffing practices
due to ownership and size of enterprises (Ding et al. 2006). Larger orga-
nizations tend to adopt formal recruitment and selection systems, that
is, market-oriented recruitment techniques, such as job fairs, advertising,
and university campus recruiting (Warner et al. 1999). Privately owned
enterprises (POEs) are more likely to recruit employees from job centers
and employment agencies (Chen 2006), while small firms tend to rely on
informal networks or channels, such as family, relatives, or friends (Kim
and Gao 2010). In particular, small POEs generally tend to recruit their
workforces mainly through word of mouth and wall posters, and they
select people mainly through interviews and on-the-job demonstration
(Cooke 2005; Newman and Sheikh 2014).

JVs are more likely to offer individual employment contracts than SOE:s,
which by contrast, use collective contracts (Wong and Slater 2011). JVs
also focus more on written tests plus formal interviews. They follow more
rigorous selection procedures: (1) a local HR manager screens candidates’
CVs and (2) conducts interviews involving a line manager and a senior
expatriate manager. Expatriate managers become involved in an effort to
prevent nepotism problems (Bjorkman and Lu 2000). Compared to FIEs,
SOEs are less likely to use sophisticated recruitment procedures due to a
lack of financial resources to invest in other methods, such as university
recruiting and headhunting, and they tend to recruit employees through
networks or trusted referrals (Han and Han 2009). Han and Han (2009)
further find that network-based recruitment is effective in Chinese enter-
prises. Other major recruitment channels include job centers, employment
agencies, headhunters, online recruitment, and word of mouth (Chen
2006; Cooke 2005; Kim and Gao 2010). In FIEs, headhunters are widely
used for recruiting senior managers and high-caliber professions. They are
more concerned with candidates’ job-related competence, such as analyti-
cal skills, while conversely, SOEs tend to value university reputation more
(Zhao 2006). Added to these criteria is the fact that political attitude is
also considered just as important by SOEs (Hu and Leung 2010).

Chinese enterprises have experienced many staffing-related challenges
and problems. During the last few years, due to the shortage of labor,
many enterprises, especially POEs, have witnessed difficulties in recruit-
ing high-caliber employees. This has forced many organizations to adopt
more sophisticated recruitment strategies to compete for talent from
more diverse sources including expatriates and graduates from overseas
universities (Cooke 2012). These returnees (also called sea turtles) now
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become an increasingly important labor source in the local labor market.
However, they are generally young and lack employment experience, and
subsequently, many of them have to work in low-level positions. Many of
them who are not willing to take a low-level position then have to wait
for employment at home. As a result, they are called sea weeds (Tian et al.
2014). With the diminished role of state intervention in recruitment and
selection procedures, SOEs have to recruit from external labor markets,
which require them to establish transparent staffing policies and formal-
ize their recruitment procedures (Cooke 2004). It is also suggested that
SME:s in China should adopt more systematic recruitment and selection
approaches to reduce bias and errors. Companies need to consider how
they can help employees develop long-term commitment to the company
so that skilled workers can be retained. SMEs should also avoid using
informal recruitment channels, like word of mouth, to select potential
employees (Cunningham 2010).

International Recvuitment and Selection of South Kovean MNEs

Before we report our empirical findings, we firstly review the existing lit-
erature on international staffing practices of South Korean MNEs. Five
studies—Glover and Wilkinson (2007), Kim and Slocum (2008), Taylor
et al. (2001), Lansbury et al. (2006), and Zou and Lansbury (2009)—
have explored the international recruitment and selection issues in South
Korean MNEs. Taylor et al. (2001) examined the approaches to staffing
and recruitment methods. They found that South Korean companies are
more likely to use expatriates to fill senior managerial positions in their
overseas operations. However, the employment of local Chinese or eth-
nic Korean Chinese as low- and middle-level managers is on the rise. In
some South Korean MNEs operating in China, Chinese managers are pre-
ferred because they have greater cultural understanding of the workforce
and better interpersonal skills. Chinese workers are more willing to follow
Chinese production managers’ instructions than South Koreans, and this
is especially important for quality control. Internal promotion and exter-
nal recruitment are two ways for developing the Chinese management
team. The channels for external recruitment include job fairs, local labor
exchanges, and job centers. South Korean MNEs are increasingly recruit-
ing skilled and well-educated workers on fixed-term contracts. Lansbury
et al. (20006) reported that the selection criteria for HCNs in the Hyundai
Motor Company focus on a willingness to do repetitive and monotonous
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jobs and to work in a team. These criteria align with South Koreans’ strong
work ethic (Paik and Sohn 1998).

The findings of Taylor et al. (2001) are consistent with Glover and
Wilkinson (2007), who reported that South Korean MNEs are changing
their staffing approach from an ethnocentric to a polycentric basis. Local
managers are increasingly believed to have better knowledge than expa-
triates in working in the local environment. However, studies also reveal
that, although the number of South Korean expatriates has declined, they
still wield a strong influence over management due to their close ties with
the parent company, which normally exercises tight control over overseas
subsidiaries through expatriates (Ahn 1998; Bae 2004 ).

Kim and Slocum (2008) examined the selection criteria for South
Korean expatriates and expatriates’ premature return in the US subsidiar-
ies. They reported that English fluency is the most important selection
criterion. Moreover, South Korean MNE:s are likely to recruit expatriates
who have prior overseas experience, which is regarded as being important
in reducing expatriate failure rates. South Korean expatriates in general
tend not to return home prematurely, even when they experience unsuc-
cessful work adjustment. This is for a number of reasons, including saving
face and not wanting to miss positive career development and promotion
opportunities upon their return (Dastmalchian et al. 2000). This is also
because South Korean culture is prejudiced against disloyal people (Kim
and Slocum 2008) and looks favorably on children’s education in the US
(Bae and Lawler 2000).

The study by Zou and Lansbury (2009 ) examined how Beijing Hyundai
Motor Company (BHMC), a joint venture, recruited and selected employ-
ees. BHMC was required by the local government to employ local pro-
duction workers. The company needed to seek the government’s approval
if it hired workers from other regions. However, no such constraint was
imposed on the recruitment of managerial and engineering people, for
whom formal education qualifications were the key selection criterion.
Other criteria included personality and work attitude. Moreover, BHMC
preferred younger candidates because they were easier to orient and
more willing to accept or adapt to the company’s organizational culture.
Different employees signed different labor contracts. Specifically, produc-
tion workers were offered one-year contracts, university graduates one- to
three-year contracts, and postgraduates three- to five-year contracts.

Based on the discussions above, it becomes clear that despite the inter-
national staffing literature having developed significantly during the last
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two decades (cf. Collings et al. 2009; Dowling et al. 2013; Shen and
Edwards 2004; Tharenou and Caulfield 2010), the literature on interna-
tional recruitment and selection in South Korean MNEs is limited. The
extant literature mainly concentrates on recruiting and selecting HCNs in
South Korean MNEs; international staffing approaches and how expatriates
are recruited and selected by South Korean MNEs are largely unknown.
More studies are needed to explore international staffing approaches, rea-
sons for adopting those approaches, recruitment procedures and selection
criteria for both expatriates and HCNs, and repatriation management of
South Korean MNEs. Such research is important to understand the global
staffing practices of South Korean MNEs and therefore has the potential
to contribute to the international staffing literature. Hence, the follow-
ing sections will present our empirical findings on international staffing
approaches and associated reasons, recruitment procedure and selection
criteria for both expatriates and HCNs, and expatriate repatriation man-
agement adopted by South Korean MNEs in China.

INTERNATIONAL STAFFING

International Staffing Approaches

Staffing approaches defined as staffing strategies are central to interna-
tional recruitment and selection (Ando 2011; Dorrenbacher and Geppert
2010). There are four major international staffing approaches: ethnocen-
tric, polycentric, geocentric, and regiocentric (Perlmutter 1969; Permutter
and Heenan 1974, 1979). The ethnocentric approach fills all key positions
in subsidiaries abroad with expatriates. This approach is often adopted in
three situations. Firstly, there is a lack of HCNs who are qualified in man-
agement positions; secondly, when MNEs want to maintain a consistent
organizational culture through PCNs; and thirdly, when MNEs aim to
use PCNs to transfer knowledge /competencies to local subsidiaries (Tian
et al. 2014). The polycentric approach does so with HCNs. The geocen-
tric approach utilizes the best people for senior positions regardless of their
nationalities (Dowling et al. 2013). To be consistent with this approach, it
is suggested that MNEs should source key talent regardless of their loca-
tions so that the talent pools in different locations can be filled, thereby
managing the global talent more effectively (Collings 2014 ). Finally, the
regiocentric approach selects the best people but within a particular region
(Dowling et al. 2013). Ethnocentric firms emphasize the centralization of
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HR policies and are more likely to implement universalistic practices. On
the other hand, polycentric firms emphasize decentralization of HR poli-
cies and are more likely to implement culture-specific practices. Geocentric
and regiocentric approaches will blend these two perspectives (Ployhart
and Weekley 2014).

Each approach has some advantages and disadvantages. The advantages
of the ethnocentric approach are effective communication, ease of control,
and transfer of knowledge. For example, Japanese subsidiaries in Western
countries are frequently managed by expatriates, particularly in the ini-
tial establishment phase, to increase global integration and stimulate cor-
porate culture within subsidiaries (Van den Born and Peltokorpi 2010).
However, this approach is financially costly and limits the development
opportunities for HCNs, which may impact on their morale and cause
repatriation problems for expatriates. Moreover, expatriates may encoun-
ter difficulties in adapting to host working environments, and the use of
expatriates is normally more expensive than HCNs. In contrast, HCNs are
familiar with local cultures and working environments and have local con-
nections (Bruning et al. 2011; Dorrenbacher and Geppert 2010). While
adopting the polycentric approach may result in coordination and control
problems, it has a range of advantages. Firstly, it is less expensive to employ
HCNs; secondly, there is little language /culture barriers for HCNs; and
thirdly, HCNs have more management development opportunities and,
hence, are more committed to MNEs (Dowling et al. 2013).

The geocentric approach enables the MNE to develop effective inter-
national management teams, and it enhances a subsidiary’s learning,
innovation potential, and performance by facilitating the knowledge inte-
gration process (Gong 2003). Yet, this approach involves high training
costs and relocation and increased difficulties in obtaining work permits in
host countries. The regiocentric approach makes it easier for international
managers to transfer, but limits their career paths within a given region,
and has the potential to lead to federalism on a regional basis (Dowling
et al. 2013). Based on Dowling et al. (2013), the major advantages and
disadvantages of each staffing approach are summarized in Table 3.1.

MNEs’ decisions on different international staffing approaches are
determined by a range of host-contextual and firm-specific factors
(Perlmutter 1969; Tung 1984; Dowling et al. 2013). The host-contextual
factors include political, legal, economic, and sociocultural factors. The
firm-specific factors include international strategy, structure, size, industry,
international experience, entry mode, and country of origin (Shen 2005).
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Table 3.1 Advantages and disadvantages of different staffing approaches

Approach Advantages Disadvantages
Ethnocentric  Effective communication Limits the promotion opportunities of
HCNs
Easy to control Adaptation time for expatriates is

longer, during which expatriates often
make poor or incorrect decisions
Polycentric Employment of HCN is less Limited career path for HCNs and

expensive TCNs
Eliminates language /cultural Creates gap between HCN subsidiary
barriers and avoids adjustment and expatriate manager at headquarters
problems

Geocentric Enhances subsidiaries’ learning, ~ High costs of training and relocation

innovation potential, and
performance
Regiocentric  Allows managers to transfer Produces federalism on a regional basis
between the regional
headquarters and subsidiaries

Most MNEs tend to adopt the ethnocentric staffing approach when oper-
ating overseas unless there is a cost advantage for employing many HCNs
(Dowling et al. 2013). However, a socially responsible MNE should be
able to achieve a balance between coordination and control of headquar-
ters and employ the maximum number of HCNs in order to contribute to
the local community (Shen 2011).

The numbers of HCNs and expatriates in middle and senior manage-
rial positions in the case companies are shown in Table 3.2. Based on
the information provided in the table, it can be concluded that five firms
including Telecom A, Telecom B, Telecom C, Electronics B, and Auto
A adopted the polycentric staffing approach. The other five companies
including Chemical A, Advertising A, Electronics A, Finance A, and
Telecom D implemented a mixed approach, integrating both ethnocentric
and polycentric staffing orientations.

The staffing approaches in the majority of the case companies changed
over time and the number of expatriates dropped significantly. For exam-
ple, Telecom A had 10 expatriates (6 senior managers and 4 middle
managers) when the company first entered China in 2002. In 2006, 6
expatriates remained in the company. When the research was being con-
ducted in September 2011, this company had only 3 expatriates, but 23
HCN middle and senior managers. Similarly, in Telecom C, the company
had 10 expatriates (5 senior managers and 5 middle managers) in 2003.
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Table 3.2 Nationalities of managers in the case companies in 2011

Company Middle managers Senior managers Expatriate
(Korean/Chinese) (Korean/Chinese) managers (%)

Telecom A 2/20 1/3 11.5
Chemical A 10/28 4/6 29
Telecom B 3/32 1/5 9.5
Advertising A 2/4 1/2 33.3
Telecom C 1/7 1/9 10.5
Electronics A 13/29 4/10 37
Electronics B 1/9 1/3 14

Auto A 3/21 1/8 12
Finance A 4/3 2/0 66.7
Telecom D 5/13 1/1 30

Expatriate managers dropped to 8 in 2007 and 2 in 2011. The number
of PCN managers rose from 7 to 16 during the same period. The number
of expatriates had also dropped significantly in Telecom B, Electronics B,
Auto A, Chemical A, Advertising A, Electronics A, and Telecom D during
the past decade.

Reasons for Adopting Staffing Approaches

In the 1970s, Edstrom and Galbraith identified three reasons why compa-
nies send expatriates on international assignments: filling skill gaps, man-
agement development, and organizational development (Edstrom and
Galbraith 1977). Four decades on, these three reasons are still relevant
(Tungli and Peiperl 2009). For example, Japanese subsidiaries in Western
countries are frequently managed by expatriates to reinforce coordina-
tion, control, and communication (Van den Born and Peltokorpi 2010).
It is, however, argued that the emphasis may have shifted somewhat from
filling skill gaps to management development due to the growing impor-
tance of developing international managers and advances in technology,
particularly since technology makes knowledge transfer so much easier
and quicker (Kuhlmann and Hutchings 2010). In addition, maintaining
control over the implementation of strategies, finance and marketing,
enhancing communication between subsidiaries and the parent company,
knowledge exchange (both to and from the subsidiary), socialization
with local managers, and company representations make the use of expa-
triates important (Bruning et al. 2011; Dowling et al. 2013; Lasserre and
Ching 1997).
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It is argued that different MNEs may use expatriates for different rea-
sons. Tungli and Peiperl (2009) indicated that utilizing expatriates in
British and American MNEs is to fill skill gaps and help establish new busi-
nesses. For Japanese MNEs, in addition to filling skill gaps, coordinating
and controlling local operations are also critical factors (Tungli and Peiperl
2009). German MNEs use expatriates for knowledge exchange (both to
and from the subsidiary), international team development, socialization
of HCN managers, and managing uncertainty (Bruning et al. 2011).
Australian MNEs use expatriates mainly for controlling subsidiaries” oper-
ations, reducing risks arising from cultural friction, and keeping knowl-
edge asymmetry or mismatch between the headquarters and subsidiaries
to a minimum (Tharenou and Harvey 2006). For emerging MNEs such
as China and India, control and communication are the major reasons for
using expatriates (Nigam and Su 2010).

Trust and control have been repeatedly mentioned in interviews. This
was exemplified by the fact that all the case companies appointed expatri-
ates to fill the positions of Director of Finance. General Manager (Chinese)
at Telecom A commented, ‘anything to do with money, the Koreans want
to put their hands on.” The following statement indicates that sending
expatriates to China was done to ensure everything was aligned with cor-
porate strategies:

The headquarters sends lots of instructions over. Of course, they’d better
have their own people here to see how things are done. Is it a trust issue? I
am not saying that Koreans do not trust Chinese. However, as long as there
is someone from Korea, the headquarters can have its mind set at ease. (HR
Manager (Chinese) of Chemical A)

Communication was mentioned frequently as a reason. In the words of
General Manager (Chinese) at Telecom B:

Although some HCN managers speak little English and they can manage
to communicate in English with Koreans, the headquarters feels more com-
fortable to speak Korean and think it is a way to avoid misunderstanding. So
we leave expatriate managers to talk to the headquarters.

Marketing Managers (Korean) at Advertising A and Electronics A, and
Operation Manager (Korean) at Telecom D reported that expatriates pos-
sessed some technical skills that HCNs did not have. Most Chinese inter-
viewees did not agree that all the technologies and knowledge their firms
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employed were ‘cutting edge’, but agreed that ‘the way Koreans doing
things is different from the Chinese.” Other commonly reported reasons
for using expatriates included ‘easy to expatriate due to short flight (about
an hour)’, ‘representing the headquarters’, and ‘Koreans’ willingness to
work in China’. Cultural similarity and Koreans’ willingness to work in
China were also regarded as contributors to low premature return rates
among Korean expatriates. Only Auto A reported two cases of expatriate
premature return resulting from work conflicts with HCNG.

The major reason for the transition from the ethnocentric to the poly-
centric approach was that the need for expatriates diminished over time.
The communication problems caused by language barriers were effectively
sorted out by recruiting or promoting ethnic Korean Chinese. Ethnic
Korean Chinese had a number of advantages compared to expatriates
in that they speak Korean, are from a Korean cultural background, and
understand Chinese culture. It was commonly asserted that Chinese oper-
ations are very similar to how operations are conducted in South Korea.
Sending someone over on a short-term mission to solve problems was
popular in the case companies. Expatriates’ roles in control and knowl-
edge transfer also declined over time. The following remark typifies how
these changes occurred and consequently how these changes impacted on
international staffing approaches in Korean MNEs:

Trust between the subsidiary and the headquarters has been developed
over time. Once there is mutual understanding there is trust. When senior
managers in the subsidiary understand and follow instructions control then
will not become the headquarters’ major concern. Knowledge transfer was
relatively intensive at the beginning and becomes intermittent once opera-
tions stabilize. In the late stage knowledge transfer can be achieved through
training or sending short-term expatriates. This is my understanding why
we have reduced the use of long-term expatriates. (Finance Manager of
Electronics B)

Recruitment Procedure and Selection Critevia

Effective recruitment and selection contributes significantly to expatriate
performance (Cheng and Lin 2009; Harrison and Shafter 2005; Mol et al.
2005). MNEs deal with recruitment and selection for both HCNs and
expatriates, and most MNEs recruit expatriates internally (Shen and Lang
2009). It is suggested that expatriate selection should consider multiple
factors which include technical competencies, personality characteristics,
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and interpersonal skills (Caligiuri 2000; Rieche and Harzing 2009). The
following selection criteria are commonly used when selecting expatri-
ates (Anderson 2005; Caligiuri 2000; Rieche and Harzing 2009; Templer
2010; Tung 1981):

Job expertise;

Technical competence;

Personal traits/interpersonal abilities;

Cultural openness;

Ability to adjust to new environments and family issues;

Previous international working experience (Culpan and Wright
2002; Tsang 2001).

These criteria are regarded as critical to expatriate performance on
international assignments (Tungli and Peiperl 2009). In practice, how-
ever, most MNE:s still use technical competence and knowledge of com-
pany systems as the major selection criteria (Harris and Brewster 1999;
Morley and Flynn 2003; Sparrow et al. 2004). A review of the litera-
ture shows that South Korean MNEs have focused heavily on English
fluency in selecting expatriates (Kang and Shen 2014). The primary selec-
tion criterion in Australian MNE:s is technical competence (Santoso and
Loosemore 2013). US MNEs have been more focused on expatriates’
technical /professional skills, experience in the company, and willingness
to accept assignments (Tungli and Peiper]l 2009). Japanese MNEs believe
that expatriates’ experience in the company, technical skills, personal fac-
tors, and language proficiency are the most important selection criteria.
Portuguese MNEs mainly recruit expatriates internally and heavily focused
on trust from managers, technical and language competence, organiza-
tional knowledge, years of service, and availability of candidates (Martins
and Diaconescu 2014). For Germany MNEs, candidates’ availability is the
major selection criterion (Tungli and Peiperl 2009). Research also shows
that a company’s social performance is critical when attempting to attract
high-caliber employees (Behrend et al. 2009), and hence comparatively,
these companies should also recruit employees who have positive attitudes
toward CSR activities and CSR awareness (Shen 2011). It is necessary for
a socially responsible MNE to recruit people who have expertise in CSR
initiatives or legislation and are able to monitor MNEs’ social performance
overseas (Shen 2011; Shen and Zhu 2011). However, other criteria like
leadership or alignment between personal and corporate values are largely
overlooked (Cerdin and Brewster 2014).



INTERNATIONAL RECRUITMENT AND SELECTION POLICIES AND PRACTICES 67

Inappropriate expatriate selection criteria can lead to expatriate fail-
ure (Shen and Edwards 2004 ), which is broadly defined as expatriates
returning home prematurely before their assignments are completed (e.g.
Harzing and Christensen 2004; Tung 1981, 1984). A number of scholars
have called for broadening the definition of expatriate failure from merely
early return from assignment to include underperformance and maladjust-
ment to the foreign environment, which has implications for both indi-
viduals’ psychological adjustment as well as their workplace performance
(Dowling and Welch 2004; Harzing and Christensen 2004; Kuhlmann
and Hutchings 2010). Expatriate failure will cause problems for expatri-
ates as well as MNEs as a whole. The costs related to expatriate failure are
not only the direct costs such as flight tickets and relocation costs; they
also include bad relationships with local government personnel and cus-
tomers (Dowling and Welch 2004). This sort of failure can be detrimental
to the effective worldwide operation of MNEs. For this very important
reason, selection criteria should be more carefully designed and more
comprehensive in areas such as self-selection, and involving the applicant’s
whole family in the selection process (Caligiuri and Colakoglu 2007).

Referring to the sample MNEs, the most common recruitment chan-
nels for HCNs included recruiting websites, company online recruitment,
job centers, headhunter agents, and university job fairs. Using headhunt-
ers was regarded as the most effective way to recruit high-caliber employ-
ees by managers from Telecom A, Telecom B, and Auto A. A common
statement that emerged was on the lines of: ‘Once head-hunters know
what kind of people we are looking for and they know where to find
them, they make our recruitment job much easier’ (Marketing Manager
(Korean) at Auto A). All interviewees reported that they recruited HCN,
especially for lower positions, through the internet extensively. Typically,
General Manager (Chinese) in Electronics B said:

We publish recruitment information mainly on public recruiting websites,
for example, 51job.com, zhaopin.com. The main reason we use these web-
sites is that we want more applicants to access our recruiting information.
The traditional recruitment channels, such as newspapers, are expensive.
Nowadays, you cannot expect young graduates to read newspapers very
often.

South Korean MNEs were also generally interested in recruiting fresh
Chinese university graduates. Typically, General Manager (Chinese) in
Electronics A stated: ‘We conduct presentations at prestigious university
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to attract top graduates. I think these activities are really good opportu-
nities for our company to be known to graduates. We have recruited a
number of top graduates through this method.” Chiet Operating Officer
(Korean) at Telecom B commented: ‘We believe that businesses have the
social responsibility to recruit employees from universities. This would
encourage students to go to university and study hard at university. We do
so in Korea and we do the same here.’

All the case companies followed similar recruiting procedures in recruit-
ing HCNSs, as described by General Manager (Chinese) in Telecom B:

After HR Team has screened resumes and supporting documents, quali-
fied applicants will be required to take a language test (Korean/English
for managerial positions), EQ/IQ test and psychological test. Applicants
who pass written tests will then go through interviews. In our company,
we have two rounds of interviews. The first interview will be conducted
by the Operation Director to assess applicants’ professional knowledge and
potentials. The second interview focuses on personality, which is conducted
by the HR manager and relevant line managers. I would say procedures are
rather rigorous.

All HCNs signed labor contracts with Korean MNEs and contract dura-
tions ranged from one to five years depending on positions. Expatriates
are normally assigned rather than openly recruited. The following state-
ment was generally supported by the interviewees:

Generally, management will decide who will be chosen for expatriation. We
don’t openly advertise for expatriation because we think it is unnecessary.
We consider a number of factors to see whether the person is suitable or
have the potential to work effectively in China. Employees can decline the
appointment, but, in our company, most employees are willing to accept
assignments in China. (Marketing Manager (Korean) in Electronics A)

Once an employee was chosen for an international assignment, the per-
son was normally asked to get ready and leave fairly quickly. This is indi-
cated in the statement, ‘I got the expatriation notice only 2 weeks before
the departure. It was very sudden for me. I wish I had more time to
sort out family issues’ (Operation Manager (Korean) in Telecom C). The
period of working in an expatriate scenario generally lasted between three
and five years. South Korean MNEs also recruited Korean students who
studied and Koreans who worked in China. Chemical A recruited two
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Koreans who were employed in China and Auto A, Chemical A, Finance
A, Telecom A, B, and D all recruited a number of Korean students who
studied in China. According to one statement, “They are hired because
they have lived in China for many years, speak Chinese fluently, under-
stand the Chinese culture well, and have qualifications in particular areas.’
Using this method, these Koreans were recruited normally to fill technical
and low managerial positions.

All case companies had written selection criteria and job descriptions for
recruiting HCNSs. Criteria included education, technical certificate, age, and
hukou (household registration) for non-managerial employees. HR Manager
in Electronics A, General Manager in Electronics B, and HR Manager in
Auto A explained that local governments required them to give priority
to local residents in order to help solve local employment problems. For
managerial positions, language (Korean or English) fluency, working expe-
rience, and social network appeared to be more important, as indicated in
the comments of HR Manager (Chinese) in Finance A: ‘We prefer Chinese
managers who have years of experience working in Western MNEs. These
people normally have established good relationships with locals.’

Selection criteria for expatriates were similar across all case companies,
and mainly included expertise, job performance, communication skill,
age, and personality. According to one comment:

Expatriates are selected based on job performance. To be an expatriate, you
must be an expert in your field, and have outstanding performance record.
Working experience will help you come up with new ideas to solve problems
in a new environment. (Chief Operating Officer (Korean) at Telecom B)

Chief Operating Officer at Telecom B had worked in the company for
ten years before being assigned to China. His department won ‘the Best
Sales and Operation” award for three consecutive years. All other Korean
managers had similar successful stories. With regard to communication, a
typical statement was made by Marketing Manager (Korean) at Auto A:

Communication is not only about the language ability, but also the way you
communicate with HCNs, which is something to do with cultural empa-
thy. In Korea, subordinates must follow whatever the orders managers give.
Here in this country, if a manager does not build up guanxi with Chinese
subordinates they will not cooperate. Consequently, there will be no har-
mony and the expatriate’s performance as well as the whole department’s
performance would be affected.
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It was widely suggested that personality and age were considered seriously
when it came to selecting expatriates. For instance, Marketing Manager
(Korean) at Electronics A said:

Personality may be often ignored by some companies, but that is not the
case in our company. The headquarters prefer someone who is extrovert
and easy-going which is regarded as helpful in establishing interpersonal
relationships. The age limit for expatriates in my company is 45.

Other companies, for example, Telecom A, Telecom B, and Finance A, set
the age limit at 55. The interviewees generally agreed that their firms were
effective in recruiting and selecting expatriates, as evidenced by low expa-
triate failure rates among expatriates assigned to China. Although there
was no gender restriction on expatriation, coincidently, all expatriates in
Chinese operations were males. The family issue was not considered as a
selection criterion. A statement that encapsulated this state of affairs was
as follows:

Family is not an issue for Koreans as they love working overseas. Once a per-
son is selected for an international assignment, his or her family is normally
supportive. The company does not encourage families to go with expatri-
ates. However, if they do go the company provides assistance, such as relo-
cation, children’s schooling and accommodation.

Repatriation Management

Repatriation is ‘the activity of bringing the expatriate back to the home
country’ (Dowling et al. 1999, p. 204). Repatriation is often seen as a
final stage of the expatriation process. However, the way to handle repatri-
ates also impacts on them and MNESs’ ability to attract future expatriates
(Welch 1994). Effective repatriation is important in retaining employees
and enhancing global management transfer (Furuya et al. 2008; Scullion
and Collings 2006); hence, it is crucial in managing the key talent who
work at MNEs (Cerdin and Brewster 2014). Without formal and system-
atic repatriation processes, talented repatriated managers are more likely
to leave their workplace and potential candidates will be reluctant to
accept international assignments. All this could impact adversely on the
supply of talent or key global managers (Farndale et al. 2010). Santoso
and Loosemore (2013) found that only a few Australian MNEs have
developed formal repatriation plans.
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The lack of repatriation strategy not only adversely affects expatriates’
retention but also undermines the attractiveness of future expatriates
accepting overseas assignments. According to the statistics, 26% of repatri-
ates leave their organization within two years of completing their assign-
ment, compared to 13% of expected annual turnover (Brookfield 2012).
Ineffective repatriation could result in career stagnation and displacement
for repatriates and costs for organizations due to the fact that employees
are underutilized (Riche and Harzing 2009; Yan et al. 2002). Therefore,
repatriation should receive equal attention, as much as expatriation does
(Kulkarni et al. 2010; Lazarova and Cerdin 2007). Scholars have argued
that repatriation can be more complex and difficult than expatriation
(Forster 2000). In general, repatriation can be divided into the following
four phases (Dowling et al. 2013):

e Preparation: involves developing plans for repatriates’ future and
gathering information about new positions;

e Physical relocation: refers to removing personal effects, breaking ties
with colleagues and friends, and traveling to the next posting;

e Transition: this is a period of finding a new position and reestablish-
ing social and work networks;

e Readjustment: involves coping with reverse culture shock and career
demands that are followed by the re-entry.

It has been found that MNEs usually provide assistance to relocation
but pay less attention to transition (Kulkarni et al. 2010; Newton et al.
2007), career planning (Pattie et al. 2010), and psychological adjust-
ment (Pattie et al. 2010; Shen and Edwards 2004). Specifically, global
career planning and development could help identify return on invest-
ment for both organizations and individuals (Cerdin and Brewster
2014). However, research suggests that companies find it difficult to
retain their expatriates and, thus, lose a valuable source of global com-
petence compared to their competitors (Stroh and Caligiuri 1998).
To facilitate repatriation, it is suggested that during the assignment,
MNEs should provide expatriates with continuous communication
opportunities with the home office. MNEs should also assign mentors
to expatriates because mentors can help repatriates generate accurate
work expectations, reduce stress, and guide expatriates’ future careers
within the organization (Lazarova and Caligiuri 2001; Sanchez Vidal
et al. 2007).
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All the interviewees reported that their firms provided sufficient repa-
triation assistance in relation to relocation and organizing farewell func-
tions. Normally, HR departments coordinated all relocation issues. A
typical remark was that ‘the company wants to make sure that repatriation
is as smooth as possible to expatriates.” When asked whether the company
helped repatriates in handling reverse culture shock, almost all interview-
ees said that they did not realize there was a reverse culture shock problem
given that the two national cultures are similar. However, expatriates were
normally given a certain period of time off at the end of expatriation to
deal with personal and family issues. Having time off ranged from two
weeks to two months, for example, ‘In the last month we do not expect
them to come to work. They can either take their families for a tour or
deal with family or job issues back in Korea.” Most expatriates did not
bring their spouses and children with them, and therefore did not need to
worry about family issues upon repatriation. South Korean MNEs helped
expatriates with family issues in China, for instance, paying tuition fees for
children to study in international schools.

Career-wise, most interviewees believed that organizational policies
were vague. Chinese managers were not aware of whether there was a
career plan for expatriates. Expatriates revealed that there was in general
no career planning for them and this concern is reflected in the following
two statements:

There is no career planning for me. My company did not make any promises
about my future position. Even now I will complete this assignment in halfa
year and I have no idea what kind of position I will get back home. The only
words I heard were like ‘you should not have a problem to be promoted’
or ‘it really depends’. But I am not worried about my future job. At least I
will get the same position as I had before. (Operation Manager (Korean) at
Telecom C)

In my opinion the future promotion is not only dependent on the overseas
experience. The promotion in my company normally takes four years from
one position to a higher one. In addition there are too many complicated
factors, for example, position availability, relationship with the big boss. So
no one can guarantee promotion for me at this stage. (Operation Manager
(Korean) at Telecom D)

However, all South Korean managers agreed that although overseas per-
formance was not the only factor affecting promotion, it is essential for
future career development. A commonly held fear was the possibility of
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Table 3.3 Expatriate turnover rate from 2007 to 2011

Company No. of current No. of No. of expatrintes Turnover
expatrintes in repatriates who left the company — rate (%)
China
Telecom A 5 4 1 20
Chemical A 37 5 2 5
Telecom B 33 8 4 12
Advertising A 4 2 0 0
Telecom C 6 4 1 17
Electronics A 45 11 4 9
Electronics B 6 4 2 33
Auto A 5 3 1 20
Finance A 3 1 0 0
Telecom D 3 2 1 33

Source: Company documents from the headquarters of the sample MNEs

failure and what it implied: ‘Basically speaking, if I did anything wrong
here I am finished.” There was a strong sentiment among expatriates that
they were open to joining another company or running their own busi-
nesses once their Chinese assignments were completed. Such a sentiment
was indicated in the words of Finance Manager (Korean) in Electronics
B: “You will be extremely embarrassed if your colleagues who were your
subordinators have become your boss when you are back in Korea.’
According to Finance Manager (Korean) in Electronics B, four expatriates
in his company went back to South Korea between 2007 and 2011, and
only two remained at headquarters. Most of them started their own busi-
nesses or joined another company. The turnover rates of repatriates who
were assigned to China are shown in Table 3.3.

DiscussioN

Generally speaking, in our sample, South Korean MNEs in China tended
to be polycentric in international staffing. This finding is very different to
the findings reported in previous studies, including Paik and Sohn (1998),
Kang and Shen (2013), Taylor et al. (2001), and Yang and Kelly (2009),
where South Korean MNEs were normally found to adopt the ethnocen-
tric staffing approach.

The major reasons for using expatriates were control, communication
and technology, and knowledge transfer. These reasons are consistent with
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the prevailing international staffing literature (cf. Dowling et al. 2013;
Edstrom and Galbraith 1977; Shen 2006). There are two critical reasons
why South Korean MNEs use HCNs in China. First, there is a large South
Korean Chinese population in China and it is sensible and cost-effective to
hire Korean Chinese who understand both Korean and Chinese cultures
and languages. Second, China is geographically close to South Korea,
making it convenient to send assignees over on short-term contracts to
solve problems or convey messages from the headquarters when such a
need arises. This finding supports the literature, for example, Schuler et al.
(1993), where it is argued that skills availability, labor costs, and cultural
similarity are major factors for using HCN managers. The current study
also lends some support to Collings et al. (2007), Mayerhofer et al. (2004),
and Shen and Lang (2009) who contend that there is a trend for MNEs
to use more short-term assignees—so-called flexpatriates (Mayerhofer
et al. 2004 )—because they are more cost-effective and encounter no repa-
triation problems. Management development, which has been regarded
as a common reason for using expatriates in Western MNEs (Adler and
Bartholomew 1992), is not considered very important by South Korean
MNE:s. This is a significant limitation in South Korean MNE’s staffing
practices, and to a certain degree, it may result in international assign-
ments becoming a form of career hindrance for expatriates (Dickmann
et al. 2008; Suutari and Makela 2007).

South Korean MNEs adopted the ‘one-way’ selection approach in
recruiting expatriates in which potential expatriates were approached by
managers and offered international assignments. This finding is consistent
with Cho et al.(2013) who stated that expatriates accepting international
assignments due to the cultural values of high power distance. They have
to accept the assignments due to the demands of company loyalty and
job security. This practice is different from the open recruitment method
that has been widely practiced in Western firms (Dowling et al. 2008).
This practice has a range of disadvantages, the most important being that
employees who are not suitable for international assignments may be
reluctant to turn down an offer as they are worried that such a refusal may
have a negative impact on their future careers. In addition, South Korean
MNEs normally did not allow sufficient time for employees to prepare
for expatriation and did not consider family situations when recruiting
and selecting expatriates. These limitations may have a significant impact
on South Korean expatriates’ performance in international assignments
despite the overall expatriate premature return rates being low.
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The major criteria for South Korean MNEs selecting expatriates were
job expertise, job performance, communication skills, cultural empathy,
and personality, which are commonly used by other Western and emerging
MNE:s (cf. Dowling et al. 2013; Kim and Slocum 2008; Shen and Edwards
2004). However, previous overseas experience is considered important
in expatriate selection by MNEs in general (Dowling et al. 2013; Shen
and Lang 2009), but not by South Korean MNEs. The major criteria for
selecting HCNs focused on education, age, and technical qualifications
rather than political outlook and moral attitudes. It is in this context that
South Korean MNEs, other foreign MNEs in China, and local Chinese
enterprises converge (Braun and Warner 2002; Li 2003; Shen 2010).

South Korean MNEs focused on helping repatriates with relocation
and transition but paid inadequate attention to repatriates’ career develop-
ment, readjustment, and personal and family issues. This practice is similar
to the approach of their Australian and Chinese counterparts when man-
aging repatriation (Newton et al. 2007; Shen and Edwards 2004 ), but dif-
ferent from that of European MNEs (Lazarova and Caligiuri 2001). It is
recognized that a lack of emphasis on career development, readjustment,
and personal and family issues in repatriation is more likely to contrib-
ute to high repatriate turnover (Lazarova and Caligiuri 2001; Shen and
Edwards 2004 ). This study provides evidence that there are high turnover
rates of South Korean repatriates from MNEs operating in China. Due
to a lack of research on how South Korean MNEs manage international
recruitment and selection practices (Kang and Shen 2013), there is limited
research conducted to investigate the staffing approach in non-Western
MNE:s; hence, the current research fills an important literature gap and,
therefore, contributes to the international staffing literature.

CONCLUSION

This chapter has addressed international staffing policies and prac-
tices of South Korean MNEs in China, including international staffing
approaches, reasons for adopting the staffing approaches, recruitment
and selection procedures and criteria, and repatriation management.
The international recruitment and selection policies and practices that
South Korean MNEs employ in China can be characterized as polycen-
tric in international staffing, ‘one-way selection’, localized HCN recruit-
ment and selection, and a lack of emphasis on cultural adjustment and
career development in expatriation and repatriation management. These
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characteristics can, to a great extent, be explained by existing IHRM
models (e.g. Schuler et al. 1993), which argue that IHRM practices are
influenced by host-contextual and firm-specific factors. The next chapter
will discuss international training and development practices of South
Korean MNEs operating in China.
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CHAPTER 4

International Training and Development
Policies and Practices

INTRODUCTION

International training and management development is important to
MNEs because it improves human capital and the motivation of both expa-
triates and HCNGs. In turn, this influences international business perfor-
mance (Dowling et al. 2013; McPherson and Roche 1997). This chapter
firstly discusses the training and development practices commonly adopted
in South Korea and China, and reviews the existing literature on interna-
tional training and development practices of South Korean MNEs. The
chapter then addresses the major international training and development
practices, which include expatriate pre-departure and post-arrival training,
HCN training, management development of expatriates and HCNs, and
factors influencing these policies and practices in South Korean MNEs.

TRAINING AND DEVELOPMENT POLICIES AND PRACTICES
IN SouTH KOREA AND CHINA

Training and Development in South Koven

Enterprise training in South Korea is classified into three categories: pre-
employment training, on-the-job training, and retraining. Pre-employment
training is provided to those who are first-time job seckers (Lee 2005).
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One important part of on-the-job training is company orientation training.
Research shows that South Korean companies emphasize the importance
of new employee orientation, and consider it as one of the key business
strategies to achieve success (Kim et al. 2015). Orientation programs in
large conglomerates are extensive, and most have their own training cen-
ters with boarding facilities provided to hundreds of trainees (Kearney
1991). For example, Hyundai has a 4-week program lasting 184 hours
and covering 62 subjects. The program covers moral education, organi-
zational life and physical fitness, visiting workplaces, and basic job knowl-
edge. They may send new employees to remote areas to test employees’
sales ability. Simulation is also popular in the orientation program. In LG,
they run a 2-week orientation followed by 1-week computer education
and 3 weeks of group education (Chang and Chang 1994). Retraining
is provided to those who want to change jobs or are unemployed, and is
usually provided by outside training institutes or other education facilities
(Lee 2005).

Pohang Iron and Steel Company (POSCO) is a good example pro-
viding different training programs to different levels of employees. New
employee orientation, basic management training, and field practices are
provided to new employees: middle management is offered performance
management training, career development training, and operation/mar-
keting management training; while for senior level, leadership training and
advanced management programs are offered (POSCO 2008). Korean Air
has also established a mature training system. For example, non-managerial
employees are provided an orientation program, fundamental air transpor-
tation knowledge; for managerial level employees, leadership management
and advanced air transportation training are highly emphasized (Korean
Air 2014).

In South Korea, vocational training schools play an important role
in providing industry training. In the 1960s and 1970s, the industrial
need for vocational training was to produce manpower in large quantities,
but since the 1990s, this has shifted to highly skilled workers. Vocational
schools provide a series of training programs for industries. They offer
both initial vocational education that is conducted mainly in the classroom
and workshop and field practice to help students find jobs after graduat-
ing from school. However, this form of education has been criticized for
a lack of direct link to industry needs. In order to address this problem,
many approaches such as training on industrial work sites, internships,
cooperative training through both training institutes and working places,
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visiting factories, inviting master craftsmen as instructors or lecturers, and
contract-based training have been taken in the process of industrialization
since the 1960s. In particular, the ‘2 + 1 system’ has been very popu-
lar—students need to attend normal school education (i.e. course work)
in the first two years and apprenticeship in the third year. The reason
why the system is popular is because it combines both ‘school learning’
and ‘workplace learning’ (Lin 2009). Training for technical employees
is provided by community colleges. The aim of such training is to train
high-class technicians for the green and high-tech industries (Rowley and
Yoo 2013).

A challenge for South Korea’s human resource development is ‘to make
the successful transition from conventional trainers to performance spe-
cialists’ (Cho et al. 1999, p. 98). Hence, it is challenging for enterprises to
develop both effective and efficient training programs (Cho et al. 1999).
The criticism has also been made that training provided by enterprises is
overly theoretical, rather than practical or technical. The training courses
are not well designed so in fact they failed to improve employees’ skills
(Kim and Rowley 2001). In addition, the role of universities and com-
munity colleges is becoming increasingly important, due to that the role
of vocational education while training at secondary educational level has
been reduced (Rowley and Yoo 2013).

Promotion is considered to be an important reward for employees
from the company (e.g. Kerr and Slocum 1987). The traditional Korean
culture is characterized by authoritarianism, high power distance, and
being achievement orientated. Therefore, in such a culture, promotion
has been essential to measure one’s power, success, and self-actualization.
In most South Korean firms, promotion criteria broadly include seniority,
job-related skills, work performance, and personality traits. In particular,
seniority has been the most critical criterion. However, the relative impor-
tance of the promotion criteria varies depending on level of positions.
Specifically, seniority is the most important factor in lower-level promo-
tions, while seniority becomes less important in higher-level promotions.
At the executive or higher level, past performance and work attitudes
are as important as seniority. In most cases, promotion to executive level
requires complete loyalty and dedication to work along with a proven
track record. Other important promotion criteria also include educational
achievements and job-related qualifications, such as graduate degrees, spe-
cial awards and certificates, technical licenses, foreign language proficiency,
and attending an ‘in-house Master of Business Administration (MBA)’
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program; all these will certainly help in a positive evaluation for promo-
tion. Personality traits such as attitudes, harmony, cooperation, and loyalty
are highly valued. Although a variety of criteria are considered, promotion
decisions especially at the directorate level tend to favor education in pres-
tigious universities. Graduates from prestigious universities hold a high
proportion of chief executive positions in large South Korean companies
(Chung et al. 1997).

A promotion ladder exists in South Korean firms, which means people
have to work for a certain length of time at a rank before being promoted.
In most large firms, fresh graduates need to work 4-5 years to be eli-
gible for promotion to the next level, such as ‘Assistant Section Manager’;
another 3-5 years are needed before being considered for promotion to
‘Deputy Department Manager’; and another 47 years to be eligible for
promotion to ‘Department Manager’. Generally speaking, it will take
12-17 years to reach the department manager level. The average age of
a department manager in most South Korean firms is 44 (Chung et al.
1997).

In recent years, promotion practices have changed in many South
Korean firms. Companies now put less emphasis on seniority, and employ-
ees with proven track records are being promoted even before they would
have been eligible for promotion under the old system. Large chaebols, like
Samsung and LG, have all begun to promote exceptional middle manag-
ers to the executive level regardless of age and length of their service. They
have also been extending performance-based promotion to middle man-
agement levels. The number of young executives has increased as greater
emphasis is being placed on performance rather than on seniority (Chung
etal. 1997).

Training and Development in China

In China, the major forms of workforce training are vocational education
and enterprise training. In most cases, vocational education is carried out
after high school (Cooke 2005). The main student cohorts for vocational
education include self-funded individuals before employment and train-
ees sent by enterprises. Institutions provide qualifications ranging from
vocational certificates to university degrees. Vocational education is nor-
mally provided by vocational schools and technical colleges, and they can
be classified into three categories. The first category is schools providing
training in a variety of subjects like nursing, nursery teaching, and banking
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and accounting. These schools are normally controlled by regional educa-
tion bureaus. The second category mainly focuses on providing technical
training, and these schools are normally established by large SOEs. The
third category specializes in skills in light manufacturing and service indus-
tries. These schools are originated from some secondary schools which
aim to provide occupational skills to students who are not eligible for
universities (Cooke 2005).

Under the heavily centralized and planned economy, vocational train-
ing in China was controlled by the government. Since the mid-1980s to
early 1990s, however, vocational education has undergone substantial
reforms and changes. The government has given some freedom to train-
ing institutions and technical colleges, and consequently, the number of
training schools has been growing ever since. However, the number of
vocational training schools has fallen considerably since the late 1990s
due to the difficulty in recruiting students and reduced educational fund-
ing. It is also advocated that enterprises, non-profit organizations, and the
government should participate to improve Chinese vocational educational
training (Li et al. 2011).

Enterprise training has changed significantly in the past six decades.
Under the planned economy, enterprise training for blue-collar work-
ers was a form of compulsory apprenticeship upon gaining employment.
The training programs focused on working skills. Only cadres who were
regarded as potential leaders in SOEs had the opportunity to be sent for
training in Chinese Communist Party schools (Shen and Darby 2006).
The training for cadres was not compulsory; however, it was an important
opportunity to develop networks. The training contents emphasized polit-
ical ideology, and normally, enterprises covered the training costs (Shen
2007).

Since the economic reforms began, apprenticeship has been replaced by
on-the-job training; however, it is seldom provided in enterprises due to
the lack of resources and commitment to employee development (Cooke
2005). On-the-job training is mainly used for giving briefings to new
employees (Shen 2007). Employee training has become the top prior-
ity since the early 1980s. Enterprise training seems more comprehensive
because it covers many areas not limited to technical skills (Li et al. 2011).
The provision of training has been at the full discretion of enterprises
in China since the 1990s (Wang et al. 2007). However, the provision
of enterprise training is still inadequate in terms of quality and quantity
(Cooke 2005). The limited training is only used to remedy skill deficien-
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cies rather than to develop skills (Li et al. 2011). In the mid-1990s, a num-
ber of regulations on employee training were introduced, for example, the
Education Law (1995), the Enterprise Employee Training Regulations
(1996), and the Enterprise Management Training Plan (1996). Employees
have to undertake positional training and obtain vocational competency
certificate(s) in order to be employed (Cooke 2005).

The implementation of training varied in different types of enterprise
ownership. Large FIEs and SOEs tend to provide structured and system-
atic training. In contrast, smaller enterprises (e.g. POEs) are less likely to
establish their own training systems. They are more likely to use external,
private training providers (Jaussaud and Liu 2011). In order to comply
with legislative requirements and solve the skill shortage problem, SOEs
have actively taken skill training initiatives (Cooke 2011; Nguyen et al.
2011). Most Chinese enterprises provide in-house training aiming to
develop employees’ skills. Attending conferences facilitated by academ-
ics is a major form of training in SOEs (Jaussaud and Liu 2011). Many
SOEs also provide continuous training to shop-floor workers to improve
their work skills. Normally, one-month skill training is provided to work-
ers every year. The purpose to provide such training is to ‘standardize
their performance, raise their quality of service and market awareness
and develop their potential’ (Cooke 2005, p. 47). For example, Lenovo
has done well in providing training to different levels of employees. New
employees are provided ‘new-hire training’ to understand company culture
and history. Internal courses are also provided through ‘professional train-
ing’ conducted by senior managers. Pre-management training is provided
for outstanding employees who have the potential to be promoted. Senior
managers are also provided various training, such as post-management
training, on-the-job MBA training, and mini-MBA training programs run
by outside education institutions (Yeung et al. 2011).

Small POEs also provide some induction training to new employees.
Training normally focuses on company policies, tasks and responsibilities,
and work-related information (Cooke 2005). In MNEs and JVs, employee
training is the key to human resource strategy, and training provision is
more formal and systematic (Cooke 2005). For example, in JVs, employee
training focuses on basic operational and technical skills and management
concepts; training is very extensive if the company is in the technology
industry. Some JVs even send employees overseas to attend corporate
training programs. Nevertheless, there are some problems concerning
training provided in JVs. When providing English-language training to
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employees, Western training techniques such as discussions and role plays
are not effective due to employees’ language deficiency and the influence
of the traditional Chinese education lecturing style. Also, instructors are
not sure about whether participants are satisfied about the training because
there is a distinct lack of training feedback after the session (Bjorkman
and Lu 2000). In FIEs, both internal and external training are provided
to employees. Internal training consists of in-house training, on-the-job
training, classroom training, and short-term assignments abroad (Braun
and Warner 2002; Li et al. 2011). External training includes specialized
courses run by universities and training institutions, such as leadership
development courses and support for individual career development
(Hartmann et al. 2010).

Management training in enterprises includes in-house training, men-
toring and coaching, regional training centers, local outsourced training
programs, and overseas training (Wang and Wang 2006). Some large FIEs
actively develop their own managers by setting up corporate universities
or sending them to overseas secondments, job rotations, and development
programs (Qiao and Wang 2009). According to Warner and Goodall
(2009), the Chinese government has been actively seeking to improve
management education and training over the last few decades. Nowadays,
MBA and executive MBA (EMBA) programs are very popular in terms of
workplace training. Joint and international EMBA programs play a role in
promoting business education and training in China. At the same time,
executive development programs are also booming in some prestigious
universities (Li et al. 2011).

Although most enterprises have recognized the importance of training
and have actively made some changes in their current training schemes,
there are some problems in the current training system. Firstly, the train-
ing program is often conducted without considering strategic planning,
costs of training, and training needs. Enterprise training is considered to
be more of a separate procedure or requirement, rather than addressing
the training needs of the employees and the organization. Secondly, train-
ing contents are often not well designed and relevant to employee needs.
Subsequently employees often feel bored and not motivated to attend
training. They are less motivated to learn because training is compulsory
and only used for considering promotion and pay increases (Cooke 2005).

The promotion system has been changed due to a series of institutional
transformations in China. In 1982, the government implemented the
retirement system which forced older managers to retire so that enough
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vacancies for managerial positions could be retained. In addition, the mar-
ket economy stimulated competition in the HRM system. In large SOEs,
the appointment of senior executives is still under state control (Zhao
and Zhou 2004). Non-SOEs are more likely to retain workplace talent
through internal promotion (Gong and Chang 2008). For instance, in
Lenovo, the promotion for middle-level managers and top executives is
conducted by the HR department and senior management. They evaluate
the candidate’s potential and performance together to ensure the promo-
tion procedure is fair and transparent (Yeung et al. 2011). In JVs, general
managers have the power to promote the most capable employees; how-
ever, conflicts may occur. For example, the candidates who are compe-
tent and recommended by senior expatriates may be seen as ‘aggressive’
by locals (Bjorkman and Lu 2000). Managerial capabilities and skills are
important for promotion in both SOEs and FIEs (Akhtar et al. 2008).
Nevertheless, political loyalty, positive attitude to work, diligence, moral
standards, and ‘guanxs (i.e. personal relationships) are still considered
critical in determining promotion in SOEs (Tsai and Wang 2013). In
SOEs, management training and qualifications also become a prerequisite
for promotion (Cooke 2005).

Existing Literature on International Training and Development
of South Kovean MNEs

Four studies, namely, Taylor et al. (2001), Gamble (2000), Lansbury et al.
(2000), and Zou and Lansbury (2009), have examined training and devel-
opment policies and practices in South Korean MNEs. Taylor et al. (2001)
found that South Korean companies provide three categories of training to
HCNs: on-the-job training, secondment to overseas partner companies,
and training offered and implemented by local governments. For example,
line managers from a shoe manufacturing company attend regular training
sessions on practical and technical subjects in relation to quality control
in production and HRM (once a month). A rubber company sent 20
employees every year to South Korea from 1998 to 2000. A telecom-
munications company held an exchange program with an American part-
ner, besides a training operation in South Korea. Generally, promotion
from workers to lower-level managers is based on three criteria: education,
seniority, and performance. Increasingly, performance and achievement
have become the most important criteria (Taylor et al. 2001).
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Gamble (2000) discussed language training provided to South
Korean expatriates in China. South Korean MNEs put great empha-
sis on language training for expatriates. South Korean expatriates are
generally assigned to China for four or five years and most of them are
urged to learn Chinese. The potential expatriates are provided with
opportunities to study the Chinese language in South Korea either on
a full-time (two or three months) or part-time basis (two hours per
day for about six months), or are sent to Beijing for one-year language
training. Lansbury et al. (2006) reported that the Hyundai Motor
Company provided training for HCNs and the training programs focus
on loyalty, motivation, and team spirit. Promotion procedures are slow
except for employees who performed outstandingly and they will be
granted rapid promotion.

Zou and Lansbury (2009) examined HCNSs’ training in BHMC. The
training programs in BHMC for new production workers consisted
of a two-day orientation and two weeks of on-the-job training super-
vised by senior workers. There was a notable difference in training for
production workers and white-collar workers in terms of content and
duration. University graduates were offered off-the-job orientation in
the first two months with an emphasis on developing interpersonal
relationships and teamwork skills. The on-the-job training was pro-
vided for four months so workers would understand overall production
operations. Those white-collar employees who were the top performers
received the opportunity for six- to eight-week training at headquar-
ters in South Korea every year. In addition, there were also some job-
specific development programs for executives and managers, shop-floor
supervisors, and clerical staft.

It is clear that most international training and development studies
focus mainly on expatriates’ pre-departure training in Western MNEs. A
number of important issues have not been adequately studied, especially
in non-Western MNEs. Specifically, the extant South Korean-specific lit-
erature mainly concentrates on HCNs’ training, while other important
international training and development issues including expatriates’ pre-
departure and post-arrival training, and management development of
expatriates and HCNs, are under-researched. Consequently, there is a sig-
nificant research gap in the international training and management devel-
opment literature, and hence, further research into the topic is urgently
required.
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INTERNATIONAL TRAINING FOR EXPATRIATES

International training for expatriates includes pre-departure and post-
arrival training. The main purpose of pre-departure training is to
enhance expatriates’ ability to work and live in a new environment
(Wang and Tran 2012). Expatriates’ pre-departure training programs
may be wide ranging, including, for example, cross-cultural training
(CCT), language training, skill training, and leadership training (Wang
and Tran 2012). While different programs have different emphases,
CCT is designed to enhance the individual expatriate’s awareness of
cultural differences and sensitivity in dealing with cultural issues (Wang
and Tran 2012). It is argued that CCT is the most important pre-
departure training because it can assist expatriates in reducing culture
shock (i.e. a state of distress experienced by an individual who is sud-
denly exposed to a foreign social and cultural environment), appre-
ciating different cultures, and adapting better to new environments
(Harris and Kumra 2000; Morris and Robie 2002). Kim and Slocum
(2008) discovered a positive relationship between host-country lan-
guage fluency and expatriate work performance. Pre-departure training
can be provided using a range of methods, such as self-initiated train-
ing, briefing, lecture, interview with expatriates or repatriates, simula-
tion, and field experience (Dowling et al. 2013). CCT rigor is defined
as the degree of a trainee’s cognitive involvement in training (Black
et al. 1992; Shen and Darby 2006). As shown in Table 4.1, training
rigor is determined by training programs, methods, and durations as
these factors influence the degree of a trainee’s cognitive involvement

Table 4.1 A model of training rigor

Length of stay  Length of Cross-cultural training approach Level of
training training rigor

1 month or Less thana  Information-giving approach (e.g. arca Low

less week briefings; films, books, and videos;

survival-level language training)
2-12 months 14 weeks Affective approach (e.g. role play, critical Moderate
incidents, stress reduction training,
moderate language training)
1-3 years Atleast 1-2  Immersion approach (e.g. field High
months experiences, simulations, sensitivity
training, extensive language training)
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in training (Black et al. 1992). It is argued that the more rigorous the
training is, the more efficient the expatriate’s adjustment and work
performance will be (Littrell and Salas 2005).

In general, European and US MNEs recognize the benefits of expatri-
ates’ training and pay great attention to pre-departure training and provide
avariety of programs including look-see visits and shadowing for expatriates
(Mitrev and Culpepper 2012). US MNEs generally emphasize pre-depar-
ture training, especially CCT, which lasts for 1-2 years in some businesses
(Eschbach et al. 2001; Yamazaki and Kayes 2007). The Brookfield Global
Relocation Report (2015) shows that only 19% of participating MNEs do
not offer any training to expatriates, and 44% of the MNEs offer training
to the entire families. At least 36% of Scandinavian MNEs provide job-
related training to their expatriates (Bjorkman and Gertsen 1993). Vance
and Paik (2002) argued that on-site training through long-term planning
of expatriate assignments can be an important way to increase expatri-
ate competence. In most European MNEs, cultural awareness training
remains the most common form of pre-departure training for expatriates.

Nevertheless, other forms of preparation such as look-see visits, shad-
owing, and briefings are implemented more often than formal training
programs due to cost efficiency (Mitrev and Culpepper 2012). Despite
the importance of pre-departure training to expatriates, many Australian
MNEs (Clegg and Gray 2002; Hutchings 2005; Mchegan 2003; Shen
and Lang 2009), Chinese MNEs (Shen and Darby 2006), New Zealand
MNEs (Seak and Enderwick 2008), and Taiwanese MNEs (Lin and Wei
2005) only provide limited training. Australian MNEs tend to provide in-
country lecture-style CCT, which is normally regarded as a low or median
level of rigor training (Shen and Lang 2009). Chinese MNEs tend to
provide limited or ad hoc pre-departure training for expatriates (Shen and
Darby 2006). New Zealand MNEs provide very little pre-departure train-
ing to expatriates as they tend to select expatriates who have previous
expatriate experience and have spent significant time in China (Seak and
Enderwick 2008). Taiwanese MNEs provide limited pre-departure train-
ing to expatriates due to resource constraints (Huang 2002). Taiwanese
MNEs pay more attention to expatriate safety and life adjustment train-
ing in the mainland operations because culture is not a major issue with
expatriates who have the same language and cultural background (Chu
2003; Lee 2004b; Wu et al. 2000). The most common reasons for MNEs
not providing enough pre-departure training include lack of time, no
warranted budget expenditures for training, no need for training because
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technical skills are most important for international assignments, lack of
training experts and expertise, and the right people do not need to be
trained (Baumgarten 1995; Shen 2005; Shen and Lang 2009; Tung 1982;
Welch 1994).

Post-arrival training for expatriates is conducted after expatriates have
started working in overseas subsidiaries to minimize the problems associ-
ated with cultural adjustment (Wang and Tran 2012). Although many
MNE:s believe that post-arrival training is ineffective and costly, empiri-
cal research shows it is not the case: sometimes it is more effective than
pre-departure training (Mendenhall et al. 2002; Selmer et al. 1998).
Post-arrival training is critical to expatriate adjustment due to the fact
that expatriates may have trouble applying pre-departure training to their
unpredicted expatriate experience (Gudykunst 2004). Some Australian
MNE:s believe that overseas subsidiaries have more responsibilities to
provide local cultural training to expatriates (Santoso and Loosemore
2013). Post-arrival training provides essential social support and on-site
mentoring while expatriates are adjusting (Mendenhall and Wiley 1994).
Post-arrival personal coaching is very helpful for expatriates in overcom-
ing problems during their adjustment (Selmer 2002). Different from pre-
departure training, post-arrival training gives expatriates an opportunity
to evaluate any emerging stressors and problems (Sanchez et al. 2000). It
also enables expatriates to combine explicit knowledge and information
from their prior knowledge with real experience (Mendenhall et al. 2002;
Selmer et al. 1998).

Nevertheless, empirical research reveals that most MNEs provide
very limited post-arrival training to expatriates (Wood 2011). Australian
MNEs provide very limited relocation assistance and language training
in China (Hutchings 2003). US and European MNEs seldom provide
post-arrival or follow-up training to the expatriates (El Mansour and
Wood 2010). According to Shen and Darby (2006), Chinese MNEs
do not have a corporate-level policy concerning post-arrival training for
expatriates. Instead, they leave it to managers in subsidiaries to decide
if there is a need to provide such training. Normally, systematic post-
arrival training is not provided in Chinese MNEs. They mainly provide
ad hoc post-arrival training focusing on work safety and government or
industry product regulations. It should be noted that the extant inter-
national training literature had largely neglected the expatriates’ post-
arrival training issue (Wood 2011).
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All sample South Korean MNEs except for Advertising A and Finance
A provided CCT, leadership training, and language training to expatriates
prior to departure, although expatriates were chosen mainly from people
who had learned Chinese. The longevity of the training programs varied
from one to two months depending on the training intensity. On aver-
age, the training duration was 2—-3 hours per week, which the interview-
ees regarded generally regarded as too short. In the words of Operation
Manager in Telecom D:

I have received a very short notice for my posting in China-only one month
before the expatriation. My language training was only for a few days.
Although previously I learned some Chinese, I felt I needed more language
training before I took on the Chinese assignment. Some other expatriates
said the same thing to me.

CCT was often combined with leadership training. For example, a focus
on leadership training at Chemical A, Electronics A, and Electronics
B aimed to build trust in the Chinese culture. Marketing Manager at
Electronics A commented, ‘Through the training, I learned how to be
trusted by Chinese subordinates.” Training methods included online
learning, workshops, discussions with repatriates, simulation, and on-site
visits. Marketing Manager at Chemical A commented, ‘We invite repatri-
ates to conduct CCT training so that they can reflect some of their expe-
rience.” HR Manager at Chemical A mentioned that the company had
online training materials so that expatriates can learn in their own time
after they had attended the workshops.

Electronics A, Electronics B, and Auto A arranged one week or so pre-
visits for expatriates before departure. General Manager in Electronics B
commented that the purpose of a pre-visit is for expatriates to look at
their new working and living environments so that they will not be sur-
prised when they have been relocated. No case company provided any pre-
departure training to expatriates’ family members. Typically, Operation
Manager at Telecom C commented, ‘Spouses normally do not work in the
same company. It is understandable to me that my company would not
think it necessary to include my wife in pre-departure training.’

Advertising A and Finance A had briefings on international assign-
ments, but did not provide other formal pre-departure training to expatri-
ates. According to the Marketing Manager at Advertising A and Operation
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Manager at Finance A, their companies recruited expatriates from people
who could speak Chinese or had lived in China previously. These two
interviewees are South Korean expatriates, fluent in Chinese and had lived
in China for many years before they joined these companies. Hence, these
two companies believed that their expatriates did not have serious cultural
and language issues to overcome and, consequently, CCT and language
training were not necessary.

Five firms—Telecom A, Telecom D, Chemical A, Electronics A, and
Auto A—continued to provide language training to expatriates or pro-
vided financial support to those who took language courses after they had
arrived in China. Typically, HR Manager at Telecom D commented, ‘In
my company, financial assistance is always available if someone (expatri-
ate) wants to study the local language.” The duration of language training
organized by the sample MNEs was generally 2—-3 hours per week, lasting
from one month to one year. Electronics A and Auto A also allowed expa-
triates’ families to attend language training. Marketing Manager at Auto A
remarked, ‘My wife and kids have enjoyed the Chinese language training
and have found the training useful for improving their communication
skills.” No further CCT was provided except for orientation provided to
newly arrived expatriates. Expatriates were often sent back to headquarters
for technical training and professional training. For example, Marketing
Manager at Electronics A usually went back to South Korea twice a year
for professional training. Expatriates who worked in the research and
development departments were sent back more often to South Korea for
training.

HCN/TCN Training

It is suggested that CCT and language training should be provided
to HCNs and TCNs in order for them to be more effective in inter-
acting with expatriates and implementing MNEs’ business strategies
(Caligiuri 2000; Paik and Sohn 2004; Suutari et al. 2002). The HCN/
TCN workforce is important to the success of expatriate assignments.
Firstly, HCN/TCN training could enhance HCNs/TCNs’ under-
standings of the expatriates’ messages as well as their communication
styles. Secondly, HCNs and TCNs may improve their abilities in cop-
ing with uncertainty in deal with expatriates through effective training
(Vance and Ring 1994).
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Vance and Paik (2005) suggested that HCNs and TCNs should be
provided with more individually tailored training programs. For exam-
ple, senior HCN/TCN managers should know the parent company’s
culture, business strategy, and technical systems. Hence, training pro-
grams for senior HCN and TCN managers should cover these issues. For
operation-level employees, four major categories of training should be
provided: new employee orientation, entry job skills, parent company’s
predominant language, and cross-cultural awareness. However, research
shows that MNEs usually do not provide adequate training to HCNs
and TCNs. For example, in Swedish MNE:s, training programs are pro-
vided to expatriates, yet training to HCNs and TCNs is not provided
to the same extent (Eriksson and Kobin 2007). Japanese and South
Korean MNEs tend not to provide parent company’s language training
to HCNs and TCNs (Kang et al. 2015). Lansbury et al. (2006) reported
that the training programs provided by South Korean MNEs for HCNs
in Canada and India mainly focus on loyalty, motivation, and team spirit,
rather than improving skills and ability for career and management devel-
opment. Zou and Lansbury (2009) reported that the training programs
provided by Hyundai Motor Company to Chinese employees are mainly
about production operational procedures and how to improve team
work. Hartmann et al. (2010) found that Western MNEs sometimes
provide temporary overseas training to talented HCNs in China before
they are assigned to managerial positions. A lack of training for HCNs
and TCNs, as argued by Feely and Harzing (2003), affects the absorp-
tive capacity of HCNs and TCNs and knowledge flow between expatri-
ates and HCNs and TCNs. Relatively speaking, HCN /TCN training has
received less research attention. As such, how HCN/TCN training is
provided by MNEs remains not entirely clear and consequently requires
further studies.

Overall, in the case companies, there is not much training provided to
HCNs and TCNs. Most interviewees agreed that the purpose of HCN/
TCN training is to improve HCNs’ and TCNs’ skills (especially produc-
tion workers) and to reward their good performance. Generally, for office
workers, companies provided three- to five-day orientation before they
started working. The senior management would organize the training for
new employees. The orientation mainly focused on company history, the
organizational culture, business operations, and people. According to the
General Manager in Telecom B:



100 H. KANG AND J. SHEN

We do not provide much training to the local employees. Especially for
office workers, we assume they have enough professional knowledge and
abilities to complete their tasks. We select employees strictly to ensure they
have such abilities to handle the jobs. There is no need to provide them with
more trainings relating to their jobs.

Electronics A, Electronics B, and Auto A provided HCNs and TCNs with
work skills and safety training, normally two-week on-site training for new
workers, in the production sections. During these two weeks, workers
would learn about the major policies and rules of the factory, the spe-
cific tasks they needed to complete online and become familiar with the
overall work environment. Line managers and experienced workers led
the training during these two weeks. On-the-job technical training was
provided every month. On-the-job training aimed to improve productiv-
ity and techniques of production. The line manager and technicians from
headquarters conducted on-the-job training.

Telecom A, Telecom B, Chemical A, Electronics A, and Electronics B
provided training to selected HCN /TCN middle-level managers and high
performers at the South Korean headquarters. Such training combined
headquarters visits, technical and cultural training, and sightseeing, and,
according to General Manager at Telecom A, had two purposes. One was
to provide an opportunity for HCN managers to update their technical
knowledge and learn about organizational cultures and management. The
other was to reward those who achieved outstanding performance in their
work.

International Management Development

International management development that involves promotion of both
expatriates and HCNs is critical for both MNEs and individual employ-
ees. It may directly relate to company growth and even to a company’s
ultimate survival in a very competitive marketplace. As for individuals, it
provides directions to their careers and enables them to accomplish their
personal goals (Selmer 1999). International management development is
a key to attracting, retaining, and developing top international manag-
ers (Shen and Darby 2006). The perception of the lack of management
advancement opportunities is a major reason for high expatriate turnover
(Dowling and Welch 2004). The retention of repatriates is important in
that it enables them to transfer their acquired knowledge and skills from
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international assignments to organizations (Mezias and Scandura 2005).
In addition, Feldman and Thomas (1992) found that organizational
career development is vital for expatriates’ success. For example, a career
development plan should be provided to assignees to increase the prob-
ability that expatriates will advance more quickly when they return to their
home country. Hence, MNEs should provide a well-developed, systematic
repatriation system and career planning in such a way that they are com-
mitted to individual management development (Bolino 2007; Dowling
and Welch 2004).

Many MNEs, typically those of China (e.g. Shen and Darby 2006)
and the US (e.g. Tung 1998), do not have formal international manage-
ment development schemes for expatriates. According to Tung (1998),
60% of American expatriates are not guaranteed a position in their compa-
ny’s headquarters after expatriation, and only one third of expatriates are
promised a position at the same organizational level before their expatria-
tion. UK MNEs have a short-term focus and pay less attention to training
and development (Lane 1998). Many European MNEs, however, provide
written guarantees that their positions will still be there when they return
(Scullion and Brewster 2002). Most Finnish MNEs guarantee at least
similar-level positions for repatriates, and some of them agree to provide
specific jobs on repatriation before the international assignment (Suutari
and Brewster 2001). US MNEs do not have long-term career planning
before expatriation and do not guarantee future positions upon return
(Bossard and Peterson 2005).

It is suggested that HCNs and TCNs should be included in the global
leadership program (Debrah and Rees 2011). Otherwise, there will be dif-
ficulties in attracting non-parent national talent (Shen and Darby 2000).
There are some advantages for promoting HCNs and TCNs in managerial
roles. For example, it will enhance the morale of HCNs and TCNs and
overcome language and cultural differences easily with other local col-
leagues (Wong and Law 1999). However, trust is important when MNEs
grant authorities to their non-expatriate managers. Without trust, the
localization progress may be disrupted (Harvey et al. 1999; Herrmann and
Werbel 2007). It is suggested that talented HCN/TCN managers should
not only be appointed in subsidiaries in host countries but also transferred
to headquarters (i.e. inpatriation) (Shen 2005). Research shows that US
MNE:s offer HCNs and TCNs opportunities to advance their leader-
ship careers at the regional as well as global level (Vo 2009). Japanese
MNE:s, however, tend to be more ethnocentric by not promoting HCNs



102 H. KANG AND J. SHEN

and TCN's to senior management positions (Vo 2009). This is due to the
fact that Japanese MNEs are heavily focused on an expatriate-based sys-
tem and, consequently, HCNs and TCNs experience limited promotion
opportunities (Legewie 2002). Research also shows that German MNEs
are more likely to promote HCN and TCN subordinates if clear exchange
of benefits are made with their supervisors or they have support mecha-
nisms throughout the organization to achieve their objectives (Herrmann
and Werbel 2007).

Only Chemical A, Electronics A, and Electronics B formulated career
plans for expatriates, although these plans were regarded as vague due to
a lack of commitment to management development. Marketing Manager
at Advertising A (which had not instituted an expatriate career plan)
commented:

In Korea, an employee’s career ladder is normally relatively fixed. It takes
several years (normally four years) for a person to be promoted to a higher
position. Although international experience and work performance are
important there are many factors, such as qualifications, relationship with
senior managers, and seniority. So, it is unrealistic to set a career plan for an
expatriate. A lack of career planning has resulted in high turnover among
expatriates and repatriates.

Operating Manager of Telecom C said:

Some of my colleagues left the company upon repatriation, and some left
the company while they were in China to start their own businesses here.
Since my future position is uncertain, I am open to all options including
seeking a job in another company.

All interviewees reported that HCNs and TCNs were included in man-
agement development schemes, but these were confined to Chinese
subsidiaries. HCNs> and TCNs’ promotion mainly depended on their
qualifications, experience, and job performance. However, because there
were limited senior managerial positions, promotion among HCNs and
TCNs was rare and difficult to achieve. Promotion was even harder in
Electronics A, Finance A, and Advertising A, which adopted an ethnocen-
tric approach to staffing. These MNEs appointed expatriates to fill most
senior managerial positions. A lack of opportunities for promotion was
a major reason for high-caliber HCNs and TCNs leaving South Korean
MNEs. A statement often expressed was as follows: ‘It becomes common
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for HCN/TCN employees to leave after working for two years due to a
lack of development chances.’

Factors Influencing International Training and Development
Policies and Practices of South Kovean MNEs in China

Expatriates’ pre-departure training was provided by the headquarters
and mainly included CCT, leadership training, and language training.
Expatriates’ post-arrival training is mainly focused on language train-
ing. The results showed that South Korean MNEs provided limited pre-
departure and post-arrival training for two reasons. First, there are cultural
and institutional similaritics between South Korean and China, which
made CCT less important. In addition, the sample South Korean MNEs
preferred to recruit expatriates who either had previously lived in China
or had some degree of knowledge in the Chinese language and culture,
which made their adaptation much easier.

The results also showed that the sample South Korean MNEs tended
to adopt an integrated approach to managing HCNS’ training and devel-
opment. The orientation program provided for HCNs (both office and
production workers) emphasized educating or instilling company culture
and company history so that local employees remained loyal to the com-
pany and believed ‘we belong to one family’. This finding is consistent
with relative strength theory, which posits that when the home economy
is stronger than the host economy, MNEs tend to adopt the home-based
approach. On the other hand, the training duration and methods for pro-
duction workers tend to be localized. This finding is also consistent with
the national cultural view, which suggests that cultural (including insti-
tutional) differences between home and host countries do result in the
adoption of the host-based approach.

DiscussioN

Our study reveals that the South Korean MNEs provide extensive pre-
departure language training, but only little CCT and leadership training
to expatriates. Overall, the rigor of pre-departure training measured by
programs, methods, and duration is generally low. More specifically, while
no formal pre-departure training is provided in Advertising A and Finance
A, training durations are generally of a brief nature in the other sample
MNEs. Workshops and lectures, widely deemed to be low-rigor training
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in the international training literature, are the major training methods
used by the sample MNEs. Only three companies, specifically Electronics
A, Electronics B, and Auto A, provide pre-visits to the host country.
Leadership training tends to be combined with CCT and is only pro-
vided by the abovementioned three MNEs. This finding lends some sup-
port to Gamble (2000), Lansbury et al. (2006), and Taylor et al. (2001),
who reached a similar conclusion, in that MNEs only offer limited, low-
rigor pre-departure training. Our study shows that the inadequacy of pre-
departure CCT and leadership training is due to managerial perceptions of
low training needs because expatriates were chosen from candidates who
had already worked or lived in the host country, and pre-departure train-
ing being of little use. This finding is consistent with the literature (i.e.
Gamble 2000) arguing that MNEs in general pay more attention to choos-
ing the right expatriates than to pre-departure training. Furthermore,
studies such as Feely and Harzing (2003) and Gamble (2000) reported
that MNEs tend to provide expatriates with language training. Consistent
with this literature, our research reveals that the majority of the sample
South Korean MNEs put a strong emphasis on language training both
prior to departure at home and post arrival in the host country.

The sample South Korean MNEs do not provide expatriates with post-
arrival CCT, but with regular language, technical, and professional train-
ing. While post-arrival language training takes place in the host country,
expatriates are sent back to their headquarters for technical and profes-
sional training. Given that published research on post-arrival training is
scarce, our study adds to the knowledge base of the international training
literature. The case study South Korean MNEs pay significant attention to
on-the-job skills and safety training for HCN production workers in order
for them to work effectively and safely. However, little of such training is
provided to non-production workers because of its perceived irrelevance.
No CCT or language training is provided to HCNs and TCNs either.
Some high-performance HCN/TCN managers and employees are chosen
to be sent to headquarters for training on organizational systems and cul-
tures. As such, training is normally focused on sightseeing and networking
with managers at headquarters; it is regarded as a kind of reward for good
performance, not employee career development. Our research therefore
does not support past studies, such as Lansbury et al. (2006), Taylor et al.
(2001), and Zou and Lansbury (2009), arguing that South Korean MNEs
provide considerable training to HCNs in foreign operations.
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The sample South Korean MNEs have not developed formal career
development plans for expatriates. Although international experience
is one criterion for promotion in South Korea, other factors such as
qualifications, seniority, and relationships with leaders are more impor-
tant in promotion (Taylor et al. 2001). A lack of management devel-
opment opportunities is significantly associated with high turnover
among Korean expatriates and repatriates. While HCNs are included
in management development schemes, managerial positions available
to them are restricted in the host country, and chances for promotion
are rare. Ineffective international management development has a nega-
tive impact on employee organizational commitment and significantly
increases turnover and intention to leave among high-caliber HCNs in
the sample MNEs. Reviewing the literature, our findings concerning
international management development are consistent with the study by
Lansbury et al. (2006), who report that, firstly, promotion opportuni-
ties provided to HCNs are rare; and secondly, procedures are normally
slow and long within the sample MNEs. In comparison, in our study, the
sample South Korean MNEs’ international management development
practices are similar to those of Chinese and US MNEs (Shen and Darby
2006; Tung 1998). That is, they lack formal schemes for expatriate man-
agement development, and HCNs are rarely promoted to senior mana-
gerial positions. In contrast to this scenario, Kim and Slocum’s (2008)
study reveals that US-based Korean expatriates have great opportunities
for career development and promotion. This finding appears not to be
supported by our study.

This research provides some insights into the importance of pre-
departure training. It suggests that the case study MNEs provide inad-
equate, low-rigor pre-departure CCT for expatriates, and this finding
is consistent with the existing literature (e.g. Shen and Darby 2006).
However, the pre-departure CCT is critical and should not be ignored.
Therefore, we suggest it is necessary to re-examine the practices and
relative impact of such training to expatriates’ adjustment and MNEs’
performance overall. Moreover, our study helps to better understand
the link between expatriation and management development. There is
a lack of expatriates’ career development planning in the sample MNEs,
which is not consistent with the previous literature (i.e. Kim and Slocum
2008). This finding could be Korea specific and needs to be further
investigated in future studies.
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CONCLUSION

International training and management development is an under-
researched topic in the IHRM literature. This chapter aims to contribute
to the literature by exploring the international training and management
development policies and practices that are implemented by South Korean
MNEs in their Chinese subsidiaries. It first reviews the literature on train-
ing and development practices in both South Korea and China. It then
discusses what past studies have contributed on the topic of how South
Korean MNEs manage training and development in their overseas sub-
sidiaries. It is suggested that the existing literature is very limited on the
topic. Next, the chapter reviews the literature regarding the definitions
and purposes of international training and development, international
training programs, rigor and provisions in MNE:s, the reasons for not pro-
viding adequate cross-cultural training, and international development
practices. Subsequently, the chapter reports the empirical findings on how
South Korean MNEs manage international training and development in
their Chinese subsidiaries. Finally, the study’s theoretical contributions are
discussed. The next chapter will turn to the issue of international perfor-
mance appraisal practices.
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CHAPTER 5

International Performance Appraisal Policies
and Practices

INTRODUCTION

International performance management is ‘a strategic human resource
management process that enables the MNE to evaluate and continu-
ously improve individual, subsidiary unit and corporate performance
against clearly defined, preset objectives that are directly linked to inter-
national strategy’ (Dowling et al. 1999, p. 123, also see Festing et al.
2012; Vo and Stanton 2011). It is an important measure for MNEs to
control the behaviors of expatriates as well as HCNs to ensure that for-
eign subsidiaries perform in appropriate ways, that is, in the interests
of the corporation as a whole (Dowling et al. 2013). International per-
formance appraisal influences promotion, compensation, and reward;
consequently, it will influence employees” work attitudes and behaviors
as well as performance of MNEs (e.g. Festing et al. 2012; Logger and
Vinke 1995). This chapter examines performance appraisal practices in
South Korea and China, and international performance appraisal poli-
cies and practices of South Korean MNEs in China. The major inter-
national performance appraisal practices investigated in this chapter
include performance appraisal procedures and methods, performance
appraisal criteria, performance appraisal feedback, and international
performance appraisal approaches.
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PERFORMANCE APPRAISAL PRACTICES IN SOUTH KOREA
AND CHINA

Pevformance Appraisal in South Korea

Traditionally, South Korean companies adopt the seniority-based perfor-
mance evaluation system, and the purpose of such a system is solely for
promotion (Park and Yu 2000). This system has been criticized as being
not effective because the seniority-based system adds significant burdens
to labor costs when tenure or seniority increases (Rowley and Bae 2004).
Due to both internal and external pressures, South Korean companies
shifted their management orientation to a more performance-based HRM
system, especially the performance appraisal system (Rowley and Yang
2009).

South Korean companies use various evaluation methods, such as self-
evaluation, supervisor evaluation, peer evaluation, and subordinate evalua-
tion. Self-evaluation is a common method, and it affects training and career
development. Assessment by superiors is the dominant form of perfor-
mance appraisal in South Korean domestic firms (Yang and Rowley 2008).
Employees are asked to rate their peers and superiors on criteria such as
initiative, communication skills, and leadership skills. Another recent
development in performance appraisal is the adoption of the Behaviorally
Anchored Rating Scales (BARS), which is a method that identifies a set of
behaviors considered critical to job performance and develops rating scales
for such behaviors. The BARS is developed to avoid subjective judgment
of the rater (Chung et al. 1997). Nevertheless, the 360-degree approach,
which involves supervisors, subordinates, peers, team members, and cus-
tomers, is not popularly used in the private sector in South Korea. For
example, it is only used to evaluate managers’ performance in LG (Jhun
etal. 2012).

In general, the performance appraisal is conducted annually or bian-
nually. For example, LG adopts a single standardized process to evaluate
employee performance annually to evaluate the achievement of goals, dit-
ficulty of goals, and competitiveness (LG 2016). Management by objec-
tive (MBO) is widely implemented by South Korean firms. According to
the statistics, 49% of companies adopted this evaluation system in 2000
(Park and Yu 2000). The main appraisal criteria in South Korean firms
include quality of work, ability, interpersonal skills, leadership skills, work
attitudes (Kim 2001), and personality (Tan and Torrington 1998). For
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example, SK Telecom considers factors like mid- to long-term perfor-
mance, contributions to the organization, and challenges and innovations
(SK 2013). Feedback is often provided, whereas managers still tend to
feel uncomfortable when criticizing subordinates’ performance in face-to-
face performance appraisal meetings. Managers may feel that teamwork
and harmonious relationships with subordinates could be damaged if
they identify their problems and criticize staff based on their performance
(Rowley and Yang 2009).

In the public sector, the South Korean government has adopted various
performance management approaches, such as Performance Agreement
System (i.e. a process of strategic planning, setting objectives, mid-year
review, reward, and feedback) and Balanced Scorecard System (i.e. a sys-
tem that includes vision, mission, strategic goals, and four key perfor-
mance indicators—customer, finance, internal process, and learning and
growth). In 2007, the Electronic-Integrated Public Service Evaluation
system (i.e. a system that ensures performance evaluations are efficient
and accurate) and the E-HRM system (i.e. internet-supported way of per-
forming HR policies and /or activities) have been established to ensure the
performance evaluation procedure is transparent. Different from the pri-
vate sector, the 360-degree system has been widely adopted in the public
sector to appraise civil servants’ performance since 2000. For Grade 5-9
civil servants, performance appraisals are conducted biannually, and the
two major appraisal criteria are firstly, job performance (e.g. completeness,
job difficulties) and secondly, job-fulfilling abilities (e.g. communication,
customer orientation) (Kong et al. 2013).

One of the problems concerning performance management is that
South Korean companies put less emphasis on the rater’s ability to con-
duct fair and accurate performance appraisals. In most cases, managers are
assumed to have the ability to appraise employees’ performance accurately.
In addition, only a few companies (e.g. Hana Financial Group 2013)
provided training to raters to improve evaluation accuracy and fairness
(Rowley and Yang 2009). Performance evaluation often tends to be sub-
jective and biased because of managers’ unwillingness to damage harmo-
nious relationships in the workplace (Kim and Rowley 2001). Raters tend
to rate leniently so that a positive culture or harmonious relationships
can be maintained (Rowley and Yang 2009). Consequently, the lenient or
ineffective performance appraisal fails to differentiate employees’ perfor-
mance and managers only consider performance appraisal as a procedure
(Chung et al. 1997).
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Performance Appraisal in China

The performance appraisal system was virtually non-existent during the
decades of the Chinese planned economy (Warner 1995). Individual per-
formance appraisal was rarely conducted, and in fact, performance appraisal
was not linked to individual and organizational performance. Rather, the
organization typically provided individuals’ performance reports for pro-
motion or transfer purposes. The major performance appraisal criteria for
cadres included party loyalty, seniority, and the ability to maintain harmo-
nious relationships with colleagues. Peer appraisals were mainly conducted
to appraise performance and in the form of group discussions; hence, the
appraisal results were largely based on the relationship with peers and
supervisors (Shen 2007).

Since the 1980s, performance appraisal has been rigorously adopted
by enterprises regardless of ownership to determine promotion and pay
(Cooke 2012; Qiao et al. 2009). Performance appraisal procedures mainly
include self-assessment, peer group discussion, and the superior’s final
comments (Shen 2008). Management by objective, which sets a series
of factors such as quality of products and working hours, at the begin-
ning of a certain period, has become very popular in Chinese enterprises.
Manufacturing industries normally set goals more frequently than other
industries (Shen 2007). SOEs assess both qualitative (e.g. work attitudes)
and quantitative (e.g. productivity, outcome) performance appraisal crite-
ria. In particular, quantitative criteria like quality and quantity of products
are critical for production workers. Performance appraisals for workers are
evaluated by direct supervisors, who would then send a copy of assessment
results to the line manager for recording purposes (Zhu and Dowling
2000). Meanwhile, POEs tend to emphasize less on the ‘qualitative’ cri-
teria such as party loyalty and work attitudes (Shen 2007). The common
performance appraisal procedure starts from self-evaluation, and then
peer group discussion, and finally, the supervisor’s appraisal report (Zhu
and Dowling 1998). Performance appraisal is normally held biannually or
annually in enterprises (Poon et al. 2010), but sometimes, it is also con-
ducted monthly to determine monthly bonus (Zhu and Dowling 2000).
In SOEs, performance appraisal results remain confidential because man-
agers are not willing to pass any negative comments to subordinates so
that the harmonious relationship could be maintained. They usually pro-
vide limited feedback, especially negative feedback, to employees (for the
sake of ‘saving face’ and not affecting one’s bonus) (Chen and Eldridge



INTERNATIONAL PERFORMANCE APPRAISAL POLICIES AND PRACTICES 117

2010; Shen 2008). This kind of performance appraisal has been criticized
as lacking transparency, fairness, and openness (Shen 2007).

In POEs, performance appraisals are used to determine pay and promo-
tion. Appraisals are often conducted between individuals and their direct
supervisors. Instead of peer appraisals, the direct supervisor usually con-
ducts a performance appraisal meeting with the subordinate. However,
effective and meaningful feedback is seldom provided to employees. In
small- and medium-sized POEs, the production unit-based appraisal sys-
tem is utilized for production workers. For managers and office workers,
appraisals are conducted by comparing the work plan and level of work
completion. Performance appraisal criteria are different for production and
non-production workers. Specifically, quality and quantity of products and
working hours are critical to production workers, while task completion
and customers’ complaints (including internal customers, i.e. workers) are
important criteria for non-production workers (Shen 2007). In JVs, indi-
viduals’ attitudes toward the Communist Party and interpersonal relations
are not used as performance appraisal criteria. There is instead a strong
focus on quantitative criteria when evaluating employee performance.
Supervisors conduct formal discussions with their subordinates annually.
Appraisers are normally trained and experienced in giving feedback to save
employees’ face and maintain interpersonal harmony (Bjorkman and Lu
2000).

In the public sector, civil servants’ performance appraisals are normally
conducted annually (Cooke 2005). The appraisal procedure includes self-
evaluation and supervisor review (Ye and Ni 2013). The Key Performance
Indicator approach is adopted for evaluating individual tasks, which
include virtue (de), ability (neny), diligence (gin), achievement (j7), and
freedom from corruption (/Zan). Qualitative questionnaires are used to
evaluate virtue and freedom from corruption, while quantitative measures
are designed to measure the remaining indicators. For example, ability,
diligence, and achievement are given values of 20%, 30%, and 50% out of
a total score of 100. Diligence is measured by checking the individual’s
attendance record; ability is measured on employees’ performance and
attendance at training to assess the professional skills being developed (Ye
and Ni 2013).

There are significant problems in Chinese workplace performance
management systems. For example, many companies are unable to align
performance indicators with their strategic objectives (Chen 2011).
Employees’ feedback is normally not sought and performance appraisal
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results are not used to identify performance areas for improvement. As
such, employees consider performance appraisals as merely an organi-
zational procedure (Shen 2004). Secondly, guanxi plays an important
role in performance appraisals. Raters often give biased ratings when
they evaluate their favored subordinates. In addition, there is also a lack
of communication between managers and employees, thereby causing
misunderstandings of appraisees’ performance (Chow 1995). Employees
do not actively ask for help from their superiors, and on the other hand,
superiors do not show support in terms of making improvement to their
subordinates (Chen 2011). Furthermore, the appraisers normally do not
have adequate and proper skills to evaluate employees’ performance.
Most companies do not provide systematic training to the managers,
and companies do not pay enough attention to performance appraisal
results in order to improve their job performance (Chen 2011). It is
suggested that to address the abovementioned problems, Chinese enter-
prises should develop clear formal policies and procedures for perfor-
mance appraisals. Supervisors should be provided with more training
on how to fairly evaluate employee performance and provide feedback
to employees, especially for those workers who are not performing well.
Finally, an effective audit system needs to be established to prevent man-
agement bias (Solutions Consultant 2014).

International Pevformance Appraisal of South Kovean MNEs

Interestingly enough, while the focus of the general international per-
formance appraisal literature has been put on expatriates’ performance
appraisals (e.g. Gregersen et al. 1996; Woods 2003), past research on
international performance appraisal of South Korean MNEs mainly
investigated performance appraisal practices of HCNs (Taylor et al.
2001; Lansbury et al. 2006; Zou and Lansbury 2009). Taylor et al.
(2001) revealed that performance appraisals of HCNs in South Korean
MNEs are conducted by line managers and HR officers in subsidiaries.
Appraisal criteria mainly include work attitudes, work behavior, work
results, and work hours. The appraisal results are translated into ‘points’
which determine employees’ level of pay. Similarly, Lansbury et al. (2006)
also examined performance appraisal criteria for HCNs. According to
the authors, discipline, cooperation, punctuality, and attendance are the
important appraisal criteria. Zou and Lansbury (2009) reported that
BHMUC changed from a seniority-based to a more performance-based
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appraisal system in the late 2000s. In addition to objective performance
appraisal criteria, BHMC considers work ethic and the ability to mini-
mize mistakes at work to be important. However, a number of important
issues such as international performance appraisal approaches and expa-
triates’ performance appraisals, including performance appraisal criteria,
appraisal procedure, frequency of appraisals, and provision of feedback,
have been largely unexplored.

The Importance of Intevnational Pevformance Appraisal

International performance appraisal is critical to MNEs for a number
of reasons. First, effective international performance appraisal ensures a
subsidiary to implement the corporate strategy effectively (Sparrow et al.
1994). Secondly, effective international performance appraisal ensures
international managers do their job in an appropriate way. It is in fact
an essential tool for controlling expatriates’ behavior and international
operations in general. Thirdly, international performance appraisal affects
employees’ career development, promotion, and compensation (Logger
and Vinke 1995). Fourthly, international performance appraisal influences
employees’ job satisfaction motivation and work in-role and extra-role
behavior and thus, the MNE’s performance (Shen 2005a). Research in
the US indicates that organizations with strong performance management
systems are 51% more likely to outperform their competitors on financial
measures (Bernthal et al. 2003).

International performance appraisal is also viewed as one of the
most difficult management practices to implement (Chiang and Birtch
2010; Fletcher and Perry 2002; Huo and Von Glinow 1995; Suutari
and Tahvanainen 2002). When conducting performance appraisals in
a different country, factors such as language barriers, different values,
and different cultures all come into play. These factors all help to make
international performance appraisal more complex (Appelbaum et al.
2011; Brewster 1988). Managers at headquarters often do not know
exactly what their employees accomplish in their company’s subsidiaries
due to the geographical distance (Shen 2004). Appelbaum et al. (2011)
and Brewster (1988) argued that complexity in the system has resulted
from the lack of knowledge of what is the correct way to assess the per-
formance of employees. The problem lies in different norms and poli-
cies, legal systems, and economic environments between home and host
countries.
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International Pevformance Appraisal Practices

To be effective in international performance appraisals, MNEs should use
appropriate raters, performance appraisal criteria, and appraisal frequency
to ensure performance appraisals are effective (Shay and Baack 2000).
Accurate performance appraisal depends largely on whether raters are
knowledgeable of appraisees’ performance (Blau 1999; Gabris and IThrke
2001; Martin and Bartol 2003). Particularly, in the expatriate setting, the
extent of this knowledge is often affected by the rater’s location, that is,
whether he or she is in the home or host country. Ideally, the 360-degree
(multi-rater) appraisal method which involves multiple raters could ensure
an accurate and fair appraisal outcome (Appelbaum et al. 2011). However,
the 360-degree appraisal method has also been criticized because it is
based on observers’ memory, which is often an incomplete appraisal of
past performance. In addition, the observer may also be unable to evaluate
performance objectively (Garavan et al. 1997).

Given the complexity in conducting international performance apprais-
als, it has been suggested that raters of expatriate performance appraisals
include direct supervisors and peers in both the foreign subsidiaries and
home country (Gregersen et al. 1996). Immediate supervisors are usu-
ally considered well qualified to evaluate overall performance due to their
close observation of expatriates’ work behavior (Cleveland et al. 1989;
Harris and Schaubroeck 1988; Murphy and Cleveland 1991). For exam-
ple, in American and Finnish MNEs, expatriates’ immediate supervisors
(either HCNSs or senior expatriates) in foreign subsidiaries rate expatriates’
performance (Gregersen et al. 1996; Suutari and Tahvanainen 2002).
HCNs in general are appropriate expatriate performance appraisal raters
due to the fact they are familiar with the soft criteria and contextual fac-
tors. Subsequently, they have greater knowledge concerning expatriates’
performance (Briscoe and Claus 2008; Mendenhall and Oddou 1991).
However, the drawback of using HCN managers as raters is that they
evaluate expatriates’ performance within their own cultural contexts and,
thus, do not necessarily focus on issues important to the MNE as a whole
(Briscoe and Claus 2008). As a result, it is important for MNEs to spec-
ify in advance the most important performance areas for the term of the
assignment and indicate who will appraise each area (Logger and Vinke
1995).

It is suggested that allowing appraisees to challenge performance rat-
ings is critical to fair appraisals. Hence, self-assessment is also important
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(Furnham and Stringfield 1998). Self-assessment provides employees with
an opportunity to: firstly, be more involved and committed to their per-
sonal goals (Jackson and Schuler 2003); and secondly, have a level of con-
trol over the strength and direction of their evaluations (Jawahar 2000).
Most studies on self-evaluation indicate self-evaluation results in positive
outcomes for employees. For example, Farh et al. (1991) stated that self-
evaluations could improve the effectiveness of performance appraisal and
result in more positive employees’ satisfaction with the evaluation and
their perceptions of justice and fairness.

Research shows formal international performance appraisals are nor-
mally conducted on an annual basis, for example, in the Chinese and
Finnish MNEs (Shen 2004; Suutari and Tahvanainen 2002). Sometimes,
organizations require appraisals be done more frequently (Martin and
Bartol 2003). Frequent performance appraisals can result in employees
having a greater understanding of their jobs, with subsequent improve-
ment in job performance (Cascio 1998; Nathan et al. 1991). Infrequent
appraisal may hinder the timeliness of corrective actions and delay contin-
uous improvement initiatives (Chiang and Birtch 2010). Gregersen et al.
(1996) reported that both biannual and annual expatriate performance
appraisals are regarded as appropriate and relate positively to perceived
expatriate performance appraisal accuracy.

All interviewees reported performance appraisal to be one of the most
important HRM functions in their companies due to its role in employee
compensation, promotion, and career development. All case companies
were clearly serious about performance appraisals and had formulated
formal appraisal policies in relation to procedures, methods, and criteria.
Appraisal procedures and methods differed for expatriates and HCNs in
the case companies. In all the companies studied, performance apprais-
als for expatriates were evaluated by managers in both subsidiaries and
headquarters, regardless of appraisees’ hierarchal positions. Expatriates
who were junior managers reported to superiors in both local subsidiaries
and headquarters. Raters included immediate supervisors in local subsid-
iaries and in headquarters, and departmental managers in headquarters.
Generally, the procedures and methods of expatriate appraisals were as
follows:

e Step 1. Expatriates conducted self-evaluation periodically (mostly
monthly) and uploaded their reports to the company’s online evalu-
ation systems.
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e Step 2. Direct supervisors (either HCN managers or senior expa-
triate managers) in local subsidiaries then provided comments on
expatriates’ performance. It should be noted that, although onsite
managers’ comments on performance of expatriates are extremely
important in ensuring expatriates will be accurately and fairly evalu-
ated (HR Manager in Electronics A), they did not usually have con-
trol over the final appraisal results.

e Step 3. Immediate supervisors in headquarters appraised expatriates’
performance based on expatriates’ self-evaluations and comments
provided by supervisors in foreign subsidiaries, and their interviews
with expatriates. During these interviews, immediate supervisors in
headquarters and appraisees discussed and mutually agreed on final
grades.

e Step 4. Subsequently, supervisors passed on their evaluation results
to departmental managers for their final approval.

Although expatriates conducted self-evaluations and their immediate
supervisors provided comments on expatriates’ performance frequently,
that is, normally monthly (in order to monitor expatriates’ performance, a
common interviewees’ statement says ), immediate supervisors and depart-
mental managers in headquarters conducted formal performance appraisals
for expatriates only biannually (Telecom B, Electronics A, and Electronics
B) or annually (Chemical A, Telecom A, Advertising A, Telecom C, Auto
A, Finance A, and Telecom D). Interviewees were also asked why perfor-
mance appraisals for expatriates needed to be conducted at the headquar-
ters rather than in Chinese subsidiaries. The following remark is a typical
answer to this question:

The headquarters is responsible for compensation, training, promotion,
expatriation, and manager transfer for expatriates. It therefore needs to
know how well expatriates perform in subsidiaries and how competent they
are in their respective roles in order to make well-informed decisions about
the abovementioned issues that will have a significant effect on expatriates.
(Finance Manager, Electronics B)

Performance appraisals for HCNs were conducted in Chinese subsidiar-
ies. Headquarters did not play any direct role in assessing HCNSs’ perfor-
mance. Seven companies, specifically Telecom A, Chemical A, Telecom B,
Telecom C, Electronics A, Electronics B, and Auto A, used multiple raters
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in appraising HCNs’ performance. Raters included immediate supervi-
sors, co-workers, peers, and departmental managers. A common reason
for the use of multiple raters was: ‘We use multiple raters to ensure we do
not miss anything in employee performance so that we conduct appraisals
fairly and accurately.” The performance appraisal procedures for HCNs in
these seven firms included the following:

e Step 1. HCNs completed self-evaluation reports using standard
forms and submitted their reports to immediate supervisors.

e Step 2. Once immediate supervisors received the reports, they sought
comments from employees’ co-workers and peers.

e Step 3. Next, immediate supervisors had meetings with employ-
ees to discuss their performance and to determine mutually agreed
appraisal results, which were recorded using grade systems.

e Step 4. The appraisal results were then forwarded to departmental
managers for their final approval. The approved results were then
archived in the employees’ personnel files, for use in determining
compensation, employees’ attendance at training, and possibilities
of promotion.

In the remaining three South Korean MNEs, only immediate super-
visors and departmental managers served as raters. The appraisal proce-
dures in these three firms differed from those in the other seven MNE:s in
two important ways. Firstly, there was no consultation with peers or co-
workers; and secondly, there were two rounds of interviews with supervi-
sors, with one focusing on performance and the other on capability.

Overall, performance appraisals were conducted more frequently for
HCN production workers than for office workers. There were also dif-
ferent frequencies for HCN office workers and for production workers
across the case companies. For office workers in Chemical A, Advertising
A, Telecom C, Electronics A Office, Electronics B Office, Auto A Office,
Finance A, and Telecom B, performance appraisals were conducted annu-
ally, usually at the end of the year. For the other two firms, performance
appraisals for office workers were conducted biannually. For production
workers in Electronics A, Electronics B, and Auto A, performance apprais-
als were undertaken twice a year, at the end of June and December.

In Telecom A, Chemical A, Electronics A, Electronics B, and Auto A,
employees’ social performance was considered as one of the performance
appraisal criteria. In addition, all interviewees agreed that the performance
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appraisals in their companies were just and fair. There was one comment:
‘Based on my observations, both expatriates and HCNs are content with
how their performance is appraised. I think the key contributors to such
a high level of employee satisfaction are fairness and recognition’ (HR
Manager in Advertising A). Another common statement was, ‘I feel that
my company tries its best to make every appraisal fair and accurate. Using
different criteria for office workers and for production workers, for exam-
ple, improves appraisal accuracy’ (HR Manager in Auto A).

Performance Appraisal Criteria

Clearly defined performance appraisal criteria help to increase accuracy in
performance rating and create organizational climates of fairness and trust
(Cleveland et al. 2007; Maley 2009; Tziner et al. 2001). Performance
appraisal criteria include hard goals, soft goals, and contextual goals
(Gregersen et al. 1996; Woods 2003). Hard goals are objective and quan-
tifiable which measure performance such as production, return on invest-
ment, sales, and profits (Whitford and Coetsee 2007). Since it is necessary
to recruit CSR-relevant staff, individuals’ social performance should be
assessed in their performance appraisals (Shen 2011). It has been sug-
gested that using hard goals was associated with many problems because
results-oriented measures only considered a small proportion of job per-
formance (McGovern 1999; Muchinsky 2002).

Soft goals take into account factors that are difficult to quantify, such
as work attitudes and behavior, leadership skills, interpersonal skills, and
customer service quality (Janssens 1994). Assessing soft goals is impor-
tant in the international setting because it is the key to expatriate success
(Gregersen et al. 1996; Maley and Kramar 2007). However, the use of
soft goals is also not without limitations. For example, the focus on effort
and behavior instead of on outcomes encourages some employees to pre-
tend to be busy and to cultivate their relationships with their superiors in
order to obtain a promotion (Cooke 2008).

Contextual goals consider environmental factors that impact on
employees’ performance (Dowling et al. 2013; Gregersen et al. 1996).
Environmental factors represent external factors, which may affect both
hard and soft goals when the performance occurs. The use of compre-
hensive criteria improves the accuracy of expatriate performance appraisals
(Gregersen et al. 1996). In Western economies, performance appraisals
focus more on job competence, abilities, and achievements. Less emphasis
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is put on personality, attitudes, and interpersonal relationships (Siders
et al. 2001). On the other hand, in the East, for example, China, inter-
personal relationships are considered to be important in performance
appraisal. Other main criteria include employee’s political attitudes, com-
petence, skill level, work attitude, and work performance (Cooke 2008;
Shen 2004).

According to the interviewees, all case companies had formal and writ-
ten performance appraisal criteria, broadly including work performance,
work attitudes, and competence. The three major components under-
pinned key performance indicators (KPI) for evaluating both expatriates’
and HCNs’ work. All case companies adopted a grade system to classify
employees’ performance. As a General Manager in Telecom C explained:

Once an employee’s performance is assessed, a grade (A to E) will be
assigned. A represents outstanding, B good, C satisfactory, D poor, and E
unacceptable. Each grade was associated with a certain level of bonus, rang-
ing from 5% to 10% of employees’ compensation.

There were similarities in appraisal criteria for expatriates in all case compa-
nies. Headquarters set KPIs for expatriates at the beginning of each year.
Work performance was linked to the standards of job task completion.
Work attitudes emphasized loyalty to the company, teamwork, supervisor—
subordinate relationship, and moral standards. Work competence focused
on knowledge of work and skills and ability required to do particular
jobs. The difficulty in assessing expatriates’ relationships with HCNs was
often mentioned in interviews. A typical response was given by Operation
Manager (expatriate) in Telecom C:

A good relationship with HCNs may not be an effective relationship.
Managers in the headquarters often do not understand this difference. For
example, if an expatriate strictly implements the company’s disciplinary poli-
cies, this expatriate may not be popular among HCNSs. For this reason, this
expatriate’s relationships with some HCNs may not sound good. Therefore,
it is important to investigate the nature and causes of the problems rather
than just giving the expatriate a poor appraisal if there is a relationship
problem.

Consequently, “The fulfillment of job responsibilities is regarded as the
most important criterion for expatriates and it weighs at least 50% of the
overall performance score in my company’s grading system’ (Operation
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Manager in Telecom C). Party loyalty in China means all citizens are
required to support the Communist Party (Bian et al. 2001). However,
no South Korean MNE:s included party loyalty in appraisal criteria when
operating in Communist-ruled China.

Composition and weighting of subcomponents of appraisal criteria
for HCNs were also similar across the case companies. For example, in
Telecom A, 50% of assessment weight was given to employees’ perfor-
mance (task completion), 30% to competence (work ability and leader-
ship), and 20% to work attitudes (e.g. cooperation and absenteeism). In
Telecom B, completion of task accounted for 50%, work attitude 30%
(effort 15% and team spirit 15%), and competence 20% (knowledge 10%
and responsibility 10%). Peer (or co-worker) evaluation (also called hori-
zontal evaluation) accounted for 10% of the overall score in Telecom A
and supervisor evaluation (also called vertical evaluation) accounted for
90%. Similar weightings were implemented in other South Korean MNEs.
Again, the work performance of office workers when compared to pro-
duction workers was evaluated differently in all case companies. As the HR
Manager in Electronics A stated: ‘Production workers are assessed against
product quantity and quality while office workers are assessed against gen-
eral tasks.” Appraisal criteria for expatriates and HCNs are summarized in
Table 5.1.

Performance Appraisal Feedback

Identitying employees’ strengths and weaknesses, assessing training needs,
and creating targeted skill supply strategies have become modern business
imperatives (Chiang and Birtch 2010; Pfeffer 2005). Providing appro-
priate feedback to employees can communicate deficiencies in perfor-
mance and guide training and development plans which aim to increase
the skills and abilities of human capital (Cardy and Dobbins 1994; De
Luque and Sommer 2000; Fenwick 2004; Milliman et al. 2000; Williams
2002). According to the main theories of work motivation, such as goal-
setting theory (Locke and Latham 1990) and control theory (Carver and
Scheier 1982), effective self-regulation toward goals consistently requires
the types of performance feedback inherent in high-quality international
performance appraisal. Research shows that providing feedback in inter-
national performance appraisal produces positive results as far as job
satisfaction, work attitudes, and behaviors of international assignees are
concerned (Jawahar 2006; Lindholm 1999).
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Due to the long distance existing between supervisors and subordi-
nates, providing frequent, timely, and accurate feedback can be problem-
atic for international managers (Maley and Kramar 2007). Some scholars
suggest that feedback should be provided by multi-evaluators who are
knowledgeable about a given subordinate’s performance and workplace
environment (Suutari and Tahvanainen 2002). How and what feedback is
given is strongly influenced by national cultures, traditions, and customs
(Briscoe and Claus 2008; Cascio 2006). For example, in some Asian cul-
tures, indirect feedback or feedback provided to employees via a mutually
respected third party is often considered to be more appropriate than
Western-style direct feedback (Stone 2008).

When face-to-face interviews were conducted, oral feedback was pro-
vided to appraisees (both expatriates and HCNs) during the interview
process in every company. Written feedback was only provided to HCNs
whose performance was classified as Grade E. A typical statement was:

Employees who receive E grade normally request feedback. Direct supervi-
sors are on the frontline to provide feedback that recognizes and congratu-
lates achievement and identifies the improvement areas and training needs.
Departmental managers provide feedback as well if there are requests from
employees. Of course, underperformers also be given written warnings as
well.

In addition to oral feedback, Telecom A, Chemical A, Telecom B, Telecom
C, Electronics A, Electronics B, and Auto A provided written feedback
online to expatriates regardless of performance standards. Some expatri-
ates from Advertising A, Finance A, and Telecom D who had not been
provided with written feedback expressed their dissatisfaction with this
state of affairs. One statement that typified people’s attitude to this issue
was made by the Marketing Manager (expatriate) in Advertising A: ‘I
would rather receive negative feedback from my superior than be removed
from the position without knowing what I have done wrong.’

Intevnational Performance Appraisal Approaches

While there is a consensus on the importance of international performance
appraisals, agreement is lacking with reference to what the best interna-
tional appraisal practices are (Appelbaum et al. 2011). According to Shen
(2004), MNEs can implement three alternative approaches—standard-
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ized, localized, and integrative—for managing international performance
appraisals. With the standardized approach, which is also known as the
home-based approach, the MNE transfers the performance appraisal prac-
tices from the home company to its foreign subsidiaries (Shen 2004 ). This
approach results from the country-of-origin effect, whereby the appraisal
practices in foreign subsidiaries resemble those of the parent company.
According to Schuler et al. (1993), there are two major reasons for MNEs
transferring home appraisal practices abroad: firstly, MNEs might believe
their home practices are superior to the practices of companies in host
countries; and secondly, MNEs might be new to the international market
or a particular host country and thus be inexperienced in localizing. This
requires the home company to make significant changes to its manage-
ment style in a host country.

The localized approach is also known as the adaptation approach, which
specifically is the adaptation to local performance appraisal practices in
response to the host nation’s institutional influences. Using the integrative
approach, the MNE integrates the home performance appraisal practices
and those of the host as well as good appraisal practices implemented by
other MNEs (Shen 2005b). This approach can potentially achieve local
responsiveness, coordination, and internal consistency simultaneously. It
is important for MNEs to take into account a range of contextual and
firm-specific factors to achieve the best organization—environment fit in
order to manage international performance appraisals (Dowling et al.
2013; Schuler et al. 1993; Shen 2005b). The best-fit IHRM practices for
a MNE are not necessarily those copied from the well-known role models
of the US, Japanese, and German enterprises (Smith and Meiksins 1995).

The major advantage in adopting the standardized approach is the
equitability for expatriates assigned to different host countries. The main
disadvantage of this approach is a lack of local responsiveness, which often
results in resistance from HCNs. Conversely, for the localized approach,
the main advantage is responsiveness to host environments, while the
disadvantages are inequity between subsidiaries and the possible loss of
control by headquarters. The integrative approach has the advantages of
both standardized and localized approaches. It is, however, hard to oper-
ate (Shen 2005a).

To assist in analyzing the extent of localization or standardization
(Table 5.2), a five-point Likert scale was developed, in which 1 repre-
sented completely localized, 2 mostly localized, 3 integration, 4 mostly
standardized, and 5 completely standardized. Each component of the
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Table 5.2 Extent of localization and standardization of the international perfor-
mance appraisals of South Korean MNEs in China

Procedures and Criteria Feedback Overall
methods

HCN  Expat HCN  Expnt HCN Expar HCN Expat Overall

Telecom A 3 5 4 5 5 5 4 5 4.5
Chemical A 3 5 4 5 5 5 4 5 45
Telecom B 3 5 4 5 5 5 4 5 4.5
Advertising A 5 5 4 5 5 4 4.7 47 4.7
Telecom C 3 5 4 5 5 5 4 5 4.5
Electronics A 3 5 4 5 5 5 4 5 4.5
Electronics B 3 5 4 5 5 5 4 5 4.5
Auto A 3 5 4 5 5 5 4 5 4.5
Finance A 5 5 4 5 5 4 4.7 4.7 4.7
Telecom D 5 5 4 5 5 4 4.7 4.7 4.7

international performance appraisal practices was scored and overall
those of South Korean MNEs are standardized.
According to the analysis above, the case study MNEs tended to standardize per-
formance appraisal procedures and methods for expatriates. In seven out of ten
case study South Korean MNEs, performance appraisals for HCNs integrated the
localization and standardization approaches, but with a strong tendency toward
standardization. The other three firms (Advertising A, Finance A, and Telecom D)
standardized appraisals for HCNs. The results also showed that appraisal criteria in
the MNEs were standardized for expatriate appraisals but integrative for HCN
appraisals. In addition, South Korean MNEs were localizing in giving feedback.
When explaining why the MNEs standardized their appraisal practices,
it becomes obvious that the relative economic strength between host
and home economies determined whether they localized or standardized
their performance appraisal practices. This is consistent with the ‘relative
strength theory’ (Myloni 2002; Pudelko and Harzing 2007). The strength
or otherwise of South Korea’s economy played a certain role in deter-
mining the approaches to international performance appraisal adopted
in MNEs. As Smith and Meiksins (1995) suggested, MNEs originating
from advanced economies where the best management practices are sup-
posed to exist are more likely to believe their home appraisal practices
are superior to those of foreign local firms. These MNEs tend to transfer
their home appraisal practices to foreign subsidiaries. Normally, HCNs in
underdeveloped or developing countries are more likely to expect MNEs



132 H.KANG AND J. SHEN

originating from advanced economies to manage people differently from
local companies by bringing in the best practices. As shown in this study,
HCNs were more satisfied when MNEs did so. It therefore can be rea-
soned from this that HCNs may be more likely to require MNEs origi-
nating from less-developed economies to localize, although this was not
tested in this research.

DiscussioN

This chapter explored how performance appraisals for expatriates and
HCNs are conducted and the approaches to international performance
appraisal in South Korean MNEs operating in China. Our results show
expatriates’ performance was evaluated through self-evaluations and
interviews with direct supervisors and relevant departmental managers
in headquarters. Direct supervisors in the Chinese subsidiaries assisted in
appraisals by providing comments on subordinating expatriates, but they
did not determine appraisal results. Department (or co-worker group) dis-
cussions, which are commonly used for appraisals in Chinese companies,
were not used in performance appraisals for expatriates in sample MNEs.
Similar to the findings of the current study, Taylor et al. (2001) found
that South Korean MNE:s in India involved line managers (supervisors)
and HR officers in appraisals. Clearly, the case study South Korean MNEs
tended to adopt standardized (i.e. home-based) performance appraisal
procedures and methods for expatriates.

Seven out of ten case companies evaluated HCNSs’ performance through
self-evaluations, supervisors’ consultations with peers and co-workers, and
interviews with direct supervisors. While consultations with peers or co-
workers represent a modified form of group discussion, conducting inter-
views with supervisors is not a conventional Chinese way of appraising
performance. This indicates that performance appraisals for HCNs in these
seven MNEs integrated the localization and ethnocentric approaches, but
with a strong tendency toward the ethnocentric approach. This provides
some support to Zou and Lansbury (2009), who reported Hyundai also
gradually adopted an integrative approach for some of its HRM practices,
for example, a combination of the seniority-based and performance-based
appraisal systems, in its Beijing subsidiary. In the other three remaining
firms (Advertising A, Finance A, and Telecom D), consultation with co-
workers was not conducted, and self-evaluations and interviews with super-
visors were the major appraisal methods. Therefore, appraisals for HCNs
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in these three firms were ethnocentric in character. This finding provides
some support for the literature that Western MNE:s (i.e. US, Canada) tend
to adopt an ethnocentric approach to manage performance appraisal when
operating overseas (Chen and Eldridge 2010; Gregersen et al. 1996; Vo
and Stanton 2011). Similar to the case study MNEs, Chinese MNEs often
adopt different performance appraisal approaches for different nationals
and managerial levels (Shen 2004).

Work performance, work attitudes, and competence were the three
major performance appraisal criteria for both expatriates and HCNs. Unlike
local Chinese firms, South Korean MNEs did not consider party loyalty as
an appraisal criterion. Local Chinese firms generally emphasize work atti-
tudes and moral standards/work ethics. Differently, South Korean MNEs
put more weight on work performance, while still taking into account
work attitudes and moral standards/work ethics. South Korean MNEs
also emphasized the importance of interpersonal relationships in HCNSs’
appraisals than in expatriates’ appraisals. These results show that South
Korean MNESs’ appraisal criteria tended to be ethnocentric for expatriates’
appraisals but integrative for HCNSs’ appraisals. These findings generally
agree with the studies by Lansbury et al. (2006) and Taylor et al. (2001),
which revealed South Korean MNEs’ appraisal criteria include work per-
formance, behavior, attitudes, teamwork, and attendance. Industry-wise,
the firms in service sectors including Advertising A, Finance A, and four
telecom firms put more weight on work attitudes, such as attendance and
customer service.

In local Chinese firms or Chinese overseas MNEs, Chinese apprais-
ers normally do not communicate feedback, especially negative feedback,
to appraisees (Cooke 2008; Shen 2004). Different from their Chinese
counterparts, South Korean MNEs provided feedback to all appraisees
during face-to-face interviews, and provided additional written feedback
to underperformers. The case study South Korean MNEs were therefore
cthnocentric when they gave feedback. As shown in Table 5.2, overall,
the international performance appraisal practices of the case study South
Korean MNEs tended to be ethnocentric. These findings are consis-
tent with the study by Zou and Lansbury (2009), which reported the
Hyundai Motor Company tended to transfer its core HRM practices that
are beyond appraisal practices from its headquarters to the Beijing joint
venture in order to maintain control over employment relations.

This research contributes to the international performance appraisal lit-
erature in several ways. Firstly, the knowledge about how South Korean
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MNEs manage performance appraisals in their overseas MNEs is rather
limited. This study enriches the existing international performance
appraisal literature. Secondly, there is very limited research exploring per-
formance appraisal practices for both expatriates and HCNs. By examin-
ing performance appraisals of both expatriates and HCNs, this research
adds to the knowledge base of international performance appraisal litera-
ture significantly. Thirdly, this research is one of the few to investigate
the international performance appraisal approaches and underlying factors
associated with the approach. In doing so, this research provides a better
understanding of the factors that affect MNEs’ decisions on international
performance appraisal practices.

CONCLUSION

How MNEs conduct international performance appraisals and adopt
appraisal approaches has to date received little research attention, despite
the importance of performance appraisals having been widely recognized.
This research provides important insights into how South Korean MNEs
manage and what approaches they adopt to managing performance apprais-
als in their Chinese subsidiaries. It reveals that South Korean MNEs tend
to adopt the ethnocentric approach to managing performance appraisal
practices for expatriates and an integrative approach for HCNs in their
Chinese subsidiaries due to the relative strength effect and contextual dif-
ferences between China and South Korea. Based on the findings, it can be
argued that MNESs originating from advanced economies and operating in
less-developed countries tend to adopt an ethnocentric approach to inter-
national performance appraisals. Conversely, MNEs from less-developed
economies operating in developed countries are more likely to adopt a
multi-domestic (localized) approach to international performance apprais-
als. However, such an assumption needs testing using larger data involving
MNE:s from many countries and operating in many host countries. We will
focus on international reward and compensation in the next chapter.
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CHAPTER 6

International Reward and Compensation
Policies and Practices

INTRODUCTION

International reward and compensation influences the work attitudes and
behaviors of both expatriates and HCNs, which in turn affect MNEs’
business performance (Bonache 2006; Dowling et al. 2013; Lowe et al.
2002). Effective international reward and compensation motivates
employees and helps improve their productivity (Suutari and Tornikoski
2001). In contrast, badly designed international reward and compensa-
tion policies and practices are likely to result in expatriate failure, that is,
premature return and poor work performance (Shen and Darby 2006).
For example, Hamill (1989) found a high expatriate failure rate in US
MNESs and this was largely due to poorly designed reward and compensa-
tion systems. This chapter addresses international reward and compensa-
tion in South Korean MNEs. It is structured as follows: firstly, we will
review the literature on the reward and compensation policies and prac-
tices in South Korea and China, respectively; secondly, we will outline the
key findings of the past research on international reward and compensa-
tion systems of South Korean MNEs; and thirdly, empirical findings of
the current research on a range of international reward and compensation
issues will be reported. These include the components of an international
compensation package, and the international reward and compensation
approaches adopted by South Korea MNEs operating in China and their
associated factors.
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Reward and Compensation in South Kovea

The compensation system in South Korea has historically been largely
based on seniority and group orientation, which reflects the traditional
and collective-minded cultural values in South Korea. In addition, an
individual’s education and length of service are key determining factors.
Under the traditional pay system, employees receive pay rises every year.
The advantage of this seniority system is that a person’s wage is clearly
defined and predictable. This system has been continually used for a long
period of time, and it is one that fully reflects South Korean firms’ lifetime
employment practices (Chung 2008). The traditional wage structure in
South Korean firms includes base pay, allowances or benefits, and bonuses.
Base pay is the largest component and is primarily based on one’s edu-
cation and experience. Allowances are predicated on one’s special skills,
responsibilities, tasks, and job hardship (Chung et al. 1997).

South Korean companies provide a range of benefits to their employees,
which actually manifest their paternalistic, group-oriented, and harmony-
oriented culture. Benefit packages include retirement contributions, medi-
cal insurance, and paid vacation. In addition to these benefits, large South
Korean firms also provide other fringe benefits, for example, child support,
free lunch, commuting buses, holiday expenses, dormitory and housing,
college tuition support for children, support for various entertainment
activities, and gifts/donations for special events (e.g. marriage, birthday)
(Chung et al. 1997). Most of these benefits are based on seniority, which
complicates the overall wage structure. The seniority-based compensa-
tion system has been criticized as being ineffective because it is unable to
improve workers’ productivity (Lee and Kim 2006). This changed after
1993 when many companies began to adopt the Japanese ability-based
pay system, one that rewarded employees based on their ability to perform
the task. Nevertheless, a large number of workers still persisted in prefer-
ring the traditional seniority-based compensation system which provides
employees with job and pay security (Chung 2008).

By 1997, most South Korean enterprises had changed the seniority-
based compensation system to performance-based compensation, or pay
for performance. The so-called ‘Yonbongje’ system has become the norm
in South Korea’s corporate world (Chung 2008). The ‘Yonbongje’ system
sets employee wages on the basis of job-related skills and performance.
This wage system intends to simplify the existing wage structure, improve
employee productivity, and to attract talent (Chung et al. 1997; Chung
2008).
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According to the national survey results, the percentage of South
Korean firms adopting Yonbongje rose from 20% in 2000 to 66.6% in 2012
(Tung et al. 2013). With the Yonbongje system, the portion of variable
pay is increased and is based on both performance and individual ability
(Kim et al. 2013). Merit-based increment is often added to the following
year’s base pay. This system has resulted in stronger competition among
employees due to the increased pay differentials (Yang and Rowley 2008).
For example, in LG, all employees are evaluated based on what they have
achieved measured against the pre-set company goals. Outstanding per-
formance will be rewarded so that employees are motivated to strive for
better performance (LG 2016). South Korean companies do not make a
distinction between resignation and retirement when calculating retire-
ment pay (Chen 2004).

There are three kinds of individual performance-based pay in South
Korea, and specifically these are: merit pay, lump-sum bonus, and mixed
plan. Firstly, merit pay links annual increases in an individual’s base pay to
an objective evaluation of his or her previous year’s performance. Secondly,
lump-sum bonus is one in which individual performance is rewarded by
a onetime bonus. Thirdly, the mixed plan is a combination of merit pay
and lump-sum bonus. It was found that 46% of South Korean compa-
nies adopted mixed plans by 2007 (Chung 2008). South Korea began
implementing the Minimum Wage Act in 1988 in order to ensure workers
enjoyed the minimum standard of living (Liu and Wu 1999). In 2013,
the minimum wage for shop-floor workers was around Won 1,015,740
(RMB 5500) per month (GMA News 2013), and it increased over time.
As a point of comparison, in the same year, the average salary for execu-
tive managers was around Won 169,782,945 per year (RMB 926,335)
(Average Salary Survey 2013).

Reward and Compensation in China

During 1953-1956, the grading system in China was firstly used to ditfer-
entiate employee pay levels. Workers were classified into different grades
based on their education and experience. The wage system was fixed,
which was called the ‘iron wage system’ (tie gong zi), and employees were
provided with lifetime secured employment. In this situation, individuals
were paid according to a uniform grade wage system, which was adopted
from the Soviet model. The system had 8 levels for factory workers and
25-28 levels for cadres. The wage grade was mainly based on the level
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of education and work experience. Pay increases were allocated depend-
ing on government regulations, and wages remained unchanged for a
very long period. According to Meng and Kidd (1997) ‘[t]he centrally
determined employment quota combined with the wage system implied
that enterprises faced an annual quota for their total wage bill’ (p. 405).
Under the ‘iron wage system’, workers and managers received a very low
and egalitarian wage; regardless of the SOEs’ profitability, all front-line
employees received similar rewards and benefits. Most SOEs did not pro-
vide financial rewards; instead, they gave awards and honors to outstand-
ing workers, such as being awarded the title ‘labor model’ (Gong and
Yang 2012). The major weakness of this wage system was the lack or com-
plete non-existence of a link between the grade system and performance.
Not surprisingly, this system hugely impeded organizational productivity
(Meng and Kidd 1997).

During the past six decades, the compensation system in China has
experienced three major reforms. The first wage reform began in the late
1970s when enterprises were made responsible for production and profits,
which resulted in linking reward to individual and organizational perfor-
mance (Warner 1995). The wage-setting policies in SOEs became more
decentralized, and companies were allowed to retain part of their profits
so that bonuses could be allocated to workers (Ding et al. 2010). The
concept of ‘pay for labor’ was taken up at the State Council in 1978 at
the beginning of the economic reform. The purpose of the ‘pay for labor’
scheme was to motivate and increase workers’ productivity. Contribution
made by shop-floor workers ‘may generally refer to the skill required of
and responsibility vested in a job, as may be manifested in the form of
position and skill-based pay (gangwei jineng gongzi)’ (Sun 2000, p. 205).
For professional and managerial employees, pay-for-labor schemes might
involve incentive pay and performance bonuses (Sun 2000). The centrally
fixed total wage quota has been replaced by a floating total wage system,
which allowed enterprises to link their total wage to profitability. Two
levels of floating wages were practiced. At the enterprise level, total pay
was assigned based on the firm’s completion of predetermined perfor-
mance targets; at the individual level, an individual’s wage was divided
again into a fixed part and a variable or ‘floating’ part. The variable com-
ponent was linked to either individual or divisional performance (Jackson
and Littler 1991). According to Zhu et al. (1998), in 1979, the average
annual take-home pay (i.e. base wage plus bonus) was RMB 717, while
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subsidies paid by the enterprises and the government were RMB 269.54
and RMB 610.11, respectively.

Since the 1980s, SOEs have been given the freedom to decide the
level of remuneration as stipulated by the state wage regulations. By
the mid-1980s, enterprises began adopting various wage systems, such
as floating wages, structural wages, efficiency wages, and elastic wages
(Korzec 1992). The floating wage system was the core system, which
directly related employees’ performance to rewards (Yao 1999). In
the late 1980s, more than 1500 factories and about 15% of employees
were paid under the floating wage system (Jackson and Littler 1991).
Domestic enterprises were allowed to distribute bonuses to employees.
However, the bonuses were restricted to a maximum 5% of their total
compensation during the 1980s and 1990s (Meng and Kidd 1997). In
JVs, nevertheless, bonuses could reach as much as 75% of total compen-
sation. The wage package included basic wage, bonus, and subsidies. The
base wage and subsidies varied, including insurance, welfare, and housing
funds (Tsang 1994).

The second major pay system reform was implemented in 1985, which
‘linked the total wage bill of a given state-owned or collectively-owned
enterprise with the enterprise’s economic performance, instead of solely
linking the floating portion of the wage with actual output’ (Wang et al.
2009, p. 331). A worker’s wage normally included basic wage, positional
wage, longevity pay, and bonus. Basic wage was the same for everyone
regardless of their positions. Positional wage depended on one’s mana-
gerial or technical position and responsibility. Longevity pay was a sub-
sidy which accrued each year to a maximum of 40 years, while bonus was
designed to reward workers who were outstanding in their work (Cooke
2005). Such a wage system ‘represented a marked shift from the carlier
egalitarian wage principle by placing far greater emphasis on one’s posi-
tion which should reflect competence and responsibility” (Cooke 2005,
p. 66).

In 1990, the Chinese government issued further guidelines to enhance
wage distribution. In particular, the third pay reform was pursued
in 1993. The Labor Law of the People’s Republic of China issued in
1994 replaced all previous regulations. Since then, all firms regardless
of ownership are free to set their wages (Wang et al. 2009). Since the
beginning of 1994-1995, publicly listed enterprises have been permit-
ted to set their own wages; however, unlisted /non-stock firms are still
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subject to the strictures of the prior system (Yueh 2004). This reform
has allowed the Chinese reward and compensation to enter a new phase,
that is, enterprises can now design their own reward systems to meet the
requirements of the market economy (Zhang et al. 2010). The Chinese
government has ceded its control over the wage system except for setting
up minimum wages. In SOEs, the State only controls, to some extent, the
total sum of wages and the general level of wages. SOEs have been given
more power to decide how and in what forms wages are to be allocated.
They can freely determine the wage scales and bonuses according to each
employee’s work skill, work intensity, responsibility, working conditions,
and actual contribution (Chen 2004 ) and organizational financial perfor-
mance (Ding and Warner 2001). In the new system, the wage is divided
into two parts: fixed wage (weighting around 70%) and flexible wage
(weighting around 30%) (Cooke 2005). The weight of flexible wages has
increased in the last two decades. The reward practices in public and pri-
vate sectors tend to converge in a way that performance becomes a key
factor in the determination of the level of pay. Firms in both sectors adopt
similar wage structures, which include basic wage, bonus, and a range
of allowances or subsidies, despite the fact that details may vary from
firm to firm. Meanwhile, more varieties of pay schemes have emerged, for
example, variable pay schemes, which offer stock options to key employ-
ees (Cooke 2005).

From 1996 to 2000, general pay structure was also modified to vari-
ous degrees to incorporate reforms that were underway in other areas of
Chinese social life. For example, enterprises ceased to allocate enterprise-
owned housing to their employees in 1998 and replaced the direct benefit
with a housing fund (zhu fang gong ji jin), in which half of the esti-
mated cost of housing was deducted directly from employees’ paychecks.
Employers now had to provide the other half via matching payments. All
employers have to make contributions to five publicly managed funds
including pension, medical, accident and disability, maternity, and unem-
ployment insurance (Ding et al. 1997). In JVs, salaries are generally higher
compared to domestic firms. They provide competitive benefits packages
ranging from housing, pensions, insurance to overseas training. They also
implement the performance-based bonus system by linking employees’
rewards to their performance (Bjorkman and Lu 2000). Wage dispersion
has increased sharply between managers and line workers. An annual sal-
ary system to managerial staff was introduced in recent years, the pur-
pose of which is to increase the difference in earnings between managers
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and workers. This has been implemented so that managers are financially
motivated to improve the company’s overall business performance (Ding
etal. 2010).

Performance-related pay (PRP) combined with fixed pay has been
the dominant remuneration system in China since the 1990s (Xiu and
Gunderson 2013). Fixed pay mainly includes basic wage, annual incre-
ment, insurance (medical, unemployment, and pensions), and housing
subsidies (Cooke 2012). PRP is determined by both individual perfor-
mance and firm performance (Wei and Rowley 2009). According to Chiu
et al. (2002), the ratio of PRP for urban Chinese employees is approxi-
mately 40% of their total compensation. In small POEs, they use at least
one type of bonus or incentive scheme to motivate employees so that the
desired work behaviors are encouraged. Performance-related schemes are
widely utilized, for instance, giving employees 1% of the gross profits as
a bonus. Performance-related pay can constitute as much as 30-50% of
a worker’s total income. Offering a monthly bonus (about 10% of base
pay) is also a common practice and is given to employees as a reward for
displaying full attendance and good workplace behaviors. Moreover, com-
panies also give an end-year bonus to employees, which is a typical practice
in China for rewarding employees (Cooke 2005). Currently, many indig-
enous Chinese companies (e.g. Huawei, Haier, and TCL) are attractive
to talented people because they are more flexible than FOEs in structur-
ing compensation with a variety of allowances and benefits. Some private
companies may offer stock options to senior management, while SOEs
(e.g. Wuhan Iron and Steel Corporation) provide housing subsidies (Tian
etal. 2014).

The government first launched the minimum wage regulation in the
1990s. According to the new regulation in 2004, there are two types
of minimum wage: monthly and hourly. There are a number of factors
determining the monthly minimum wage, such as the average salary,
urban resident consumption price index, and employment rate. Factors
like local monthly minimum wage and working conditions could influ-
ence setting the hourly minimum wage (Shen 2007). Salary standards for
Chinese shop-floor workers vary between cities and regions. According to
the Chinese official statistics, the average monthly salary for workers was
around RMB 3055 in 2011. The highest monthly salary in Shanghai was
around RMB 5100 compared to the lowest in Tibet and Shanxi, RMB
2500 (China Statistical Yearbook 2012). At the executive level, the aver-
age salary in China was around RMB 355,150 per year. Some executive
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managers in large SOEs earned up to RMB 700,000 in 2011 (China
Labour Bulletin 2013).

The Existing Litevature with Respect to International Reward
and Compensation of South Kovean MNEs

Taylor et al.’s (2001) study investigated South Korean MNEs’ reward
and compensation policies and practices for local Chinese employees. This
study revealed that the HCNSs’ remuneration package in general included
base salary, bonus, and PRP, and sometimes also included welfare and vari-
ous allowances. Bonuses were considered to be a key incentive to improve
employee performance. According to Lansbury et al. (2006), the wage
policy in Hyundai Motor Company aimed to minimize labor costs and
linked the allowances to workers’ improved efficiency. The wage standard
for trainees and junior technicians at Hyundai India was slightly higher
than those of other multinational automobile companies, and much
higher than India’s domestic automobile companies.

Lee’s (2003) study also examined the reward and compensation system
for local Chinese workers in South Korean MNEs. It revealed that clerical
workers normally received RMB 1900 per month, while production work-
ers were only paid RMB 700 per month as their starting salaries in Tianjin
in 2002. The wage for production workers was quite low and only slightly
higher than the minimum wage, RMB 600, in Tianjin in 2002. Workers
also received a 3% wage increase each year and overtime pay. Performance-
based merit pay has been in operation since 2001. High performers can
receive up to 300% of their annual base salaries as an incentive. Seniority
as a criterion that determined pay was no longer considered. Lee’s study
reported that the sample Chinese workers in general were dissatisfied with
their wages because their base salaries were too low and they had to work
overtime to earn enough to meet their living needs.

Paik et al. (2007) examined people’s perceptions of compensation
inequalities between HCNs and expatriates and their impact on orga-
nizational commitment in South Korean MNEs. They found that local
employees received significantly less compensation than expatriates did.
Consequently, they were not inclined to display a high level of commit-
ment to their workplace. Zou and Lansbury’s study (2009) reported that
the average monthly wage for Chinese production workers in BHMC was
around RMB 2000 in 2007, which was only one-seventh of South Korean
expatriates’. Chinese workers received bonuses, which were distributed
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equally among workers and based on the company’s overall performance.
Performance-based pay constituted 10% of wages. In addition, work-
ers received overtime pay and allowances. It is apparent that past stud-
ies on international reward and compensation of South Korean MNEs
mainly examined HCNSs’ compensation, which indicates an urgent need to
explore both expatriates’ and HCNs’ reward and compensation in South
Korean MNEs.

COMPONENTS OF AN INTERNATIONAL COMPENSATION
PACKAGE

Reward and Compensation for Expatriates

Generally, there are four key components in an expatriate’s compensa-
tion package: base salary, inducement, allowance, and benefit. Base sal-
ary is a major component and its level is influenced by the compensation
approach adopted by the MNE. Foreign service inducements may include
foreign service premiums, mobility premiums, hardship premiums, and
danger pay. They often make up 5-40% of the base salary (Dowling et al.
2013). Allowances are additional payments which are typically used to
bridge the gap between expenditure in the home and the host country
(Torrington 1994). MNEs are willing to pay allowances to encourage
employees to accept international assignments in order to maintain their
home country’s living standard (Schell and Solomon 1997). Thus, allow-
ances play a more critical role in expatriate compensation when the home-
based approach is adopted. On the other hand, when the host-based
approach is employed, some additional allowances such as relocation costs
are included. Finally, benefits may include social security benefits, paid
time-off, medical care, and pension plans (Bonache 2006; Burnett and
Von Glinow 2011). It is noted that the provision of benefits varies widely
between MNEs (Dowling et al. 2013). Socially responsible MNEs also
provide incentives for CSR-related achievements by rewarding employees’
outstanding social performance (Maon et al. 2009; Shen 2011).

Relating to our sample, expatriates’ salary package includes base pay,
performance-based pay, allowances, and benefits. In three firms, namely
Advertising A (3 expatriates), Finance A (6 expatriates), and Telecom D
(6 expatriates), expatriates’ salaries were paid in headquarters accord-
ing to South Korean salary standards. In the words of the HR man-
ager in Advertising A, ‘Expatriates are on the headquarters’ pay system.’
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In Telecom A (3 expatriates), Chemical A (14 expatriates), Telecom B
(2 expatriates), Telecom C (2 expatriates), Electronics A (17 expatri-
ates), Electronics B (2 expatriates), and Auto A (4 expatriates), expatri-
ates’ salaries were paid by the Chinese subsidiaries, also according to
South Korean salary standards, although converted into Chinese cur-
rency, RMB. The reason for adopting this policy, according to General
Manager in Telecom A, is: ‘Korean companies want to be consistent with
their wage standards to encourage employees to take up international
assignments in lower wage countries. Wages in South Korea are currently
higher than in China. We do not want expatriates to be financially disad-
vantaged when working overseas.” All the interviewed expatriate manag-
ers reported that South Korean employees who were assigned to other
countries also received base salaries at South Korean standards, although
allowances and benefits might be different. For example, Operation
Manager in Telecom A remarked that he was paid the same salary when
he was on an international assignment in the US before being assigned
to China.

Base salary was related to expatriates’ positions and job grades. Overall,
the percentage of base pay was 30-35% of the total compensation package.
For example, Marketing Manager in Chemical A remarked, ‘At the level of
Bujang (Department head), the base pay is around Won 25,000,000 per
year (RMB 138,000) which constitutes around 35% of the total salary.” Six
companies (Chemical A, Electronics A, Electronics B, Auto A, Advertising
A, and Finance A) adopted both individual performance-based pay and
collective performance-based pay in their Chinese operations. Expatriates’
individual performance was appraised by supervisors in subsidiaries and
managers (including their immediate supervisors and Head of Overseas
Department) at headquarters. Individual performance-based pay that was
given according to appraisal grades was classified into 8%, 5%, 3%, and 0%
of base salary’s four categories. Company-based incentive pay depended
on subsidiary performance. The company performance-based pay could
be as much as seven months of expatriates’ base salaries. The standard
of performance-based pay was decided by headquarters. It ranged from
20% to 35% out of total compensation in the ten sample companies. For
example, in Electronics B, performance-based pay was around 35% of the
total compensation.

The other four sample companies distributed company performance
bonuses annually, but did not adopt the individual performance-based pay
policy for expatriates. A typical reason for this policy was: ‘We believe
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individual performance-related pay does not really motivate people. In
fact it makes things more complicated and causes conflict among employ-
ees’ (Chief Operating Officer, Telecom C). Normally, bonuses were paid
as a lump sum at the end of the year. For instance, in 2010, expatriates in
Telecom A received 6.5 months of base salaries as year-end bonus. HCN
managerial employees and non-managerial employees received around 4.5
months and two months of base salaries, respectively (General Manager).
Hence, it becomes obvious that the standards and structures of base pay
and performance-based pay for expatriates were consistent with the South
Korean system.

A range of allowances and benefits were provided to expatriates, includ-
ing safety insurance, housing allowance, children’s education allowance,
living allowance, and transport allowance in the ten sample companies.
The amount of allowances depended on expatriates’ positions and var-
ied between companies. Generally, allowances and benefits amounted to
about 27-35% of the total compensation for expatriates; however, they
varied due to positions. For example, Auto A provided a housing allowance
worth RMB 20,000 to rent an apartment for ‘Bujang’, that is, middle-
level managers who are equivalent to department heads. In Electronics
B, directors of departments received a travel allowance of approximately
RMB 15, 000-16,000, while lower-level managers received RMB 12,000
per trip when traveling between China and South Korea. According to
Marketing Manager in Auto A, the company (the subsidiary) rented a
200m? apartment for him and paid his children’s tuition fees for their
international school in China. The living allowance varied between RMB
3000 and RMB 5000 per month in the sample companies. For instance, in
Electronics A, it was around RMB 3000 for non-executive managers and
RMB 4000 for executive-level managers (HR Manager, Electronics A).
Other benefits for expatriates included company cars, drivers paid by com-
panies, and recreational leave. One common statement made by expatriate
managers was: “The Korean MNEs take into account the host country’s
costs of living and locations as well as the home standards when distribut-
ing allowances and benefits to expatriates.’

Reward and Compensation for HCNs

Similarly, the compensation package for HCNs in the sample compa-
nies regardless of positions included base salary, performance-based
pay, allowances, and benefits. Base salary, allowances, and benefits
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were determined depending on positions, qualifications, and years of
employment, while performance-based pay was determined by indi-
vidual and organizational performance. Reward and compensation for
HCN executive-level managers in the ten South Korean MNEs were
decided by headquarters, while other employees’ salaries were deter-
mined by subsidiaries. In order to attract high-caliber local talent, the
sample South Korean MNEs paid HCN executive managers seven to
eight times more than non-managerial employees. Salaries for execu-
tive managers were around RMB 40,000, including allowances and ben-
efits, for deputy executive-level managers around RMB 30,000, and for
non-executive managers between RMB 5000-20,000, respectively. For
instance, in Telecom A, HCN executive-level managers received around
RMB 45,000 per month compared to RMB 7000 for non-managerial
employees.

There was obvious salary inequality between HCN managers and expa-
triates. For example, in Chemical A, a non-executive manager received
RMB 15,000 per month compared to RMB 35,000 for the same level of
expatriate managers. Many HCN managers complained about this salary
inequality during their interviews. Typically, the HR Manager in Auto A
commented:

As a senior manager one thing I feel unfair is that my salary is much less than
those of my Korean colleagues even they are in lower positions and I overall
do much more than they do.

In theory, HCNs could negotiate their compensation packages with
senior managers. However, in practice, there was not much room for
negotiation. When asked why HCN managers still worked there given
they complained about pay inequality, a common answer was that
their salaries were higher than those of working in local companies.
At other levels, for example, office workers, the starting salary package
was around RMB 3500-5000 per month, and for production workers,
RMB 2500-3000 per month, which was also relatively higher than local
standards. HCNs also received annual increments that were linked to
employment years.

Most of the sample companies (Chemical A, Telecom A, Electronics
A, Electronics B, Auto A, Advertising A, Finance A, and Telecom B) pro-
vided performance-based pay to HCN employees to reward excellent per-
formance. Production workers’ performance bonuses were based on the



INTERNATIONAL REWARD AND COMPENSATION POLICIES AND PRACTICES 153

quantity and quality of products. Non-production workers’ performance
bonuses were based on work attitudes and behaviors, such as attendance,
cooperation, and task completion. A typical statement was, ‘If produc-
tion workers perform well, they can earn more than white collar employ-
ees” (HR Manager, Auto A). In addition, the sample companies gave all
HCN employees, except for those who made serious mistakes, such as
violating company regulations or breached laws, year-end bonuses (nor-
mally one-month salary) as a ‘thank you’ for employees’ hard work dur-
ing the year. This practice complies with the Chinese tradition of giving
festival presents (usually at the Chinese Spring Festival). Moreover, HCN
employees also received firm performance-based bonuses; the amount of
bonuses, however, varied between positions. General Manager in Telecom
A explained:

The amount of bonus depends on company’s profit over the year. Last year,
executive level managers in my company received bonuses of six months of
base salaries, middle managers received two months of base salaries and 1
month base salary for non-managerial employees.

Normally, such bonuses were paid biannually. The extent of performance-
based pay was similar to those in local firms. However, base salaries were
higher than local standards and, therefore, the amount of performance-
based pay was superior. There is evidence that the sample companies took
into account both home and host standards and structures when formulat-
ing and implementing base pay and performance-based pay policies and
practices for HCNEs.

Allowances and benefits for HCN employees in the ten sample com-
panies were referred to the practices of local firms. Although varying
between companies and positions, they normally included transport allow-
ance, telecommunication allowance, lunch allowance, housing allowance,
unemployment insurance, pension insurance, health insurance, housing
fund, and festival gifts. For example, in Telecom D, “The housing allow-
ance for managers is around RMB 600 per month and non-managerial
employees around RMB 200 per month’ (HR Manager, Telecom D). It is
evident that the sample MNEs localized allowances and benefits practices
for HCNs by considering local traditions and living standards.

The following two tables summarize the differences between the vari-
ous compensation components for expatriates and HCNs in the ten sam-
ple companies (Tables 6.1 and 6.2).
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Table 6.1 Expatriates’ compensation

Company Base pay Performance-  Allowances and benefits

based pay
Telecom A HQ standard ~ No 1,2,3,4,5,7,8,9,12,13, 14
Chemical A HQ standard 30% 1,2,3,4,5,8,9,10,11,12,13
Telecom B HQ standard ~ No 1,2,3,4,7,8,9,10,11,12,13
Advertising A HQ standard ~ 30% 1,2,3,4,5,8,9,11,12,13, 14
Telecom C HQ standard  No 1,2,3,4,5,7,8,9,10,11
Electronics A HQ standard ~ 35% 1,2,3,4,5,6,8,9,10,11,12,13
Electronics B HQ standard ~ 30% 1,2,3,4,5,6,8,9,10,11,12,13, 14
Auto A HQ standard ~ 28% 1,2,3,4,8,9,10,11,12,13
Finance A HQ standard ~ 20% 1,2,3,4,5,6,8,9,11,12,13

1,2,3,4,7,8,9

Telecom D HQ standard ~ No ,11,12,13, 14

Note: 1, safety insurance; 2, housing allowance; 3, education allowance; 4, living allowance; 5, transport
allowance; 6, lunch allowance; 7, mobile allowance; 8, paid annual leave; 9, paid family visit; 10, free car;
11, gym/golf membership; 12, holiday gifts; 13, monthly/annual dinner; 14, laptop; 15, unemployment
insurance; 16, pension insurance; 17, medical insurance; 18, housing fund; 19, medical check; 20,
company-organized trip; 21, production worker accommodation; 22, bus service; 23, birthday party

Table 6.2 HCNs’ compensation

Company Base pay Performance-  Allowances and benefits

based pay
Telecom A Local standard ~ Yes 5,6,7,8,15,16,17,18,19
Chemical A Local standard ~ Yes 5,6,8,10,11,12,13,15,16,17,18,19,20,23
Telecom B Local standard ~ Yes 6,7,8,12,13,15,16,17,18,19
Advertising A Local standard ~ Yes 6,8,12,13,15,16,17,18,23
Telecom C Local standard  No 6,7,8,12,13,15,16,17,18,19,23
Electronics A Local standard ~ Yes 6,8,11,12,13,15,16,17,18,19,20,21,22
Electronics B Local standard ~ Yes 6,8,11,12,13,14,15,16,17,18,19,20,21
Auto A Local standard ~ Yes 5,6,8,11,12,13,15,16,17,18,20,21,22
Finance A Local standard  Yes 6,8,10,11,12,13,15,16,17,18,23
Telecom D Local standard  No 6,7,8,11,12,13,15,16,17,18,19,23

Note: 1, safety insurance; 2, housing allowance; 3, education allowance; 4, living allowance; 5, transport
allowance; 6, lunch allowance; 7, mobile allowance; 8, paid annual leave; 9, paid family visit; 10, free car;
11, gym/golf membership; 12, holiday gifts; 13, monthly/annual dinner; 14, laptop; 15, unemployment
insurance; 16, pension insurance; 17, medical insurance; 18, housing fund; 19, medical check; 20,
company-organized trip; 21, production worker accommodation; 22, bus service; 23, birthday party
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International Rewavd and Compensation Approaches
and Associated Factors

Theoretically, MNEs implement two major strategies when managing
international reward and compensation: the ‘home-based approach (also
called the balance sheet approach)’ and ‘host-based approach (also called
the local going rate)’ (Anderson 1990; Reynolds 1986). The ‘home-
based approach’ is based on typical market values in the home country
(Dowling et al. 2013; Wentland 2003). The principle is to keep expatriates
as ‘economically whole’ in order to minimize any disadvantage expatriates
may experience when they relocate in another country (Mahajan 2011).
This approach has several variations such as a split-pay approach, which
allows expatriates to choose what currency they want to be paid in, and a
flexible pay approach, where expatriates are paid a lump-sum amount and
can choose to allocate this amount between the expense accounts (Burns
2003; Shelton 2008). This approach makes sure that expatriates can main-
tain their standard of living and prevents them from experiencing financial
losses due to the expenses involved with foreign assignments (Burnett and
Von Glinow 2011). It therefore facilitates repatriation on the comple-
tion of international assignments. Furthermore, this approach is particu-
larly useful for expatriates who are at senior or middle managerial levels,
and the assignment is for no more than five years (Reynolds 1997). The
major disadvantages of this approach are great disparities between expa-
triates of different nationalities and between expatriates and HCNs, and
administrative difficulties. HCNs might perceive compensation inequal-
ity particularly when there is no reasonable justification for giving higher
compensation to expatriates (Mahajan 2011).

The ‘host-based’ approach, on the other hand, aligns expatriates’ com-
pensation with the host country salary standard and structure (Anderson
1990; Reynolds 1986). This approach creates a sense of equity between
local employees and expatriates from different countries. It, however,
may cause significant income discrepancies between expatriates and those
working at home. This approach is sometimes used by MNEs to reduce
high expatriate costs. Another advantage is that it is relatively easier to
administer. However, due to the variation between the home and host
salary standards and structures, this approach results in potential re-entry
problems and high turnover among expatriates (Dowling et al. 2013).
The advantages and disadvantages of both approaches are summarized in
Table 6.3.
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Table 6.3 Advantages and disadvantages of the international reward and com-
pensation approaches

Approach Advantages Disadvantages
Balance sheet  Equity between assignments Results in great disparities between
approach expatriates of different nationalities;
between expatriates and local nationals
Equity between expatriates of Difficult to administer

the same nationality
Facilitates expatriate re-entry
Easy to communicate

Going rate Equality with local nationals Variation between assignments for the
approach same employee
Simplicity Variation between expatriates of the

same nationality in different countries
Identification with host country ~ Potential re-entry problems
Equity among different
nationalities

Source: Dowling et al. (2013)

Because both the home-based and host-based approaches have disad-
vantages, many MNEs tend to use hybrid systems by mixing appropri-
ate home and host policies and practices (Schell and Solomon 1997). A
hybrid system involves both policy transfer and localization in order to
achieve the best fit with external and internal environments (Shen 2004 ).

The adoption of integrative international reward and compensation sys-
tems can be rationalized by institutional theory, which posits that national
institutional environments, such as ‘regulative, normative, and cognitive
structures and activities’, influence organizational behaviors (Scott 1995,
p. 33, also see DiMaggio and Powell 1983). To achieve the best fit with
external environments and to earn organizational legitimacy, MNEs must
conform to the social norms in multicultural environments (Rosenzweig
and Singh 1991; Sayim 2010). Therefore, MNEs are under diverse insti-
tutional pressures from home and various host countries. These pressures
can be typically reflected in international reward and compensation prac-
tices. Understandably, the host-contextual factors tend to exert a pull
effect, while the home-contextual factors are likely to have a push effect
on reward and compensation practices in MNEs. That is to say, to varying
degrees, all MNE:s transfer their home reward and compensation practices
to international subsidiaries and simultaneously to a certain extent localize
in host countries. Nevertheless, it is worth noting that national institu-
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tions are not static, but change over the time because of the interactive
influences of local actors, such as trade unions, and external factors, such
as the World Trade Organization.

We now know MNEs will simultaneously transfer and localize reward
and compensation in their international operations. Hence, the key ques-
tion here is what factors influence the extent of transfer and localization
of reward and compensation practices? Two emerging models, namely the
national culture model (Bloom et al. 2003; Vo and Stanton 2011) and the
dominance effect model (Pudelko and Harzing 2007; Smith and Meiksins
1995), have been increasingly used to explain the determinants of IHRM
approaches. According to Bloom et al. (2003, p. 1351), ‘the national
cultural model asserts the pre-eminence of local host contexts.” Host-
contextual factors extend beyond sociocultural aspects and include host
country legal and economic factors (Schuler et al. 1993; Welch 1994). Vo
and Stanton (2011) argued that contextual differences between host and
home countries are a major reason for policy localization in MNEs.

From a different perspective, Pudelko and Harzing (2007) and Smith
and Meiksins (1995) argued that international transfer and localization is
due to the dominance effect, that is, the relative strength of the home econ-
omy and host economy in terms of economic and technological advance-
ment. HRM practices of MNEs originating from dominant economies
are more likely to be regarded as the ‘best practice” and as transferable.
When the host country is a dominant economy, the reverse occurs (Smith
and Meiksins 1995). There is empirical evidence that because the US is
a dominant economy, US MNEs tend to transfer HRM practices to their
international subsidiaries in Germany and Japan (Pudelko and Harzing
2007), Greece (Myloni 2002), and Turkey (Sayim 2010). Dominance
effects are especially logical when receiver countries depend economically
or politically on sender countries. When there is no dominant economy,
for example, between Japan and Germany, Japanese MNEs in Germany
or German MNEs in Japan are more likely to adopt more balanced, inte-
grated HRM systems that combine both host and home HRM practices.

These discussions indicate that, due to multiple institutional pressures
when operating in various locations, MNEs tend to transfer the home
reward and compensation practices to foreign operations and localize in
host countries simultaneously. The extent of transfer and localization is
influenced by the interactive effect of cultural (contextual) differences and
economic dominance. To date, research into IHRM practices transfer has
focused on the MNEs from ‘central countries’ such as the US, European
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Union nations, and Japan to other countries (Sayim 2010). More research
into other economies is needed to test the applicability and generaliz-
ability of the extant literature. Although the dominance of the South
Korean economy over China’s economy has been weakening over the
past decade or so, due to the rapid development of the Chinese economy,
South Korea’s economy is still relatively dominant in terms of economic
and technological advances. Hence, we expect that South Korean MNEs
will tend to transfer home reward and compensation practices to China.
Moreover, although both China and South Korea are East Asian countries
and South Korean culture was heavily influenced by Chinese culture his-
torically (e.g. Confucianism) for millennia, there are nonetheless signifi-
cant cultural and institutional differences between these two nations (Kim
etal. 1998).

These differences are reflected in different compensation structures and
standards in the home and host countries, and we therefore expect this
will result in some degree of localization. Therefore, we hypothesize that
South Korean MNE:s will adopt integrative international reward and com-
pensation policies and practices in their Chinese subsidiaries by taking into
account both home and host compensation systems. More specifically,
South Korean MNEs would tend to transfer the core reward and compen-
sation practices (i.e. pay standards and structures) to China for expatriates
due to the economic dominance effect. Consequently, they would localize
reward and compensation practices for HCNs due to cultural differences.

The findings show that the sample South Korean MNEs adopted
a home-based approach to the focal components (i.e. base pay and
performance-based pay) of reward and compensation for expatriates in
order for expatriates not to be financially disadvantaged on international
assignments. This practice can be understood due to the influence of the
relative dominance of the Korean economy. The sample MNEs adopted
an integrative approach to peripheral components, such as allowances and
benefits for expatriates, and to focal components of reward and compen-
sation for HCNs due to the interactive effect of economic dominance of
the Korean economy and cultural differences between China and South
Korea. Moreover, the sample MNEs adopted a host-based approach to
peripheral components of compensation practices for HCNs. This practice
can be interpreted as being due to the cultural difference effect. These
results therefore support our hypotheses that the relative dominance of the
Korean economy and cultural differences between China and South Korea
interactively influence international reward and compensation practices in
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South Korean MNEs when operating in China. However, the results also
indicate that MNEs tend to adopt different approaches to different com-
ponents of international reward and compensation practices and directed
to different nationalities.

DiscussioN

This chapter set out to explore the approaches to, and the factors influenc-
ing the approaches to international reward and compensation adopted by
South Korean MNEs operating in China. The results show that a salary
package for both expatriates and HCNs consists of base pay, performance-
based pay, allowances, and benefits. The base salary for expatriates is based
on headquarters’ standards, indicating that the sample South Korean
MNE:s adopt the home-oriented base salary policy. The performance-based
pay for expatriates considers both individual performance and subsidiary
performance. The percentage of performance-based pay ranged from 20%
to 35% of total salaries, which is less than that of most Chinese enterprises
(50-80%) (Shen 2008). Performance-based pay was distributed according
to South Korean standards. The evidence therefore points to the sample
MNE:s transferring performance-based pay practices from business head-
quarters to their Chinese subsidiaries for expatriates, and providing a range
of allowances and benefits to expatriates. Fundamentally, the components
of allowances and benefits meet home standards, and are also simultane-
ously influenced by the host country context, including living costs and
traditions.

The results also reveal that HCN executive management salaries are
determined by headquarters, while those of other employees are decided
by local subsidiaries. Base salaries are lower than home standards, but
higher than local standards, and vary between positions. Performance-
based pay for HCNss is related to both individual performance and firm
performance. Although individual performance-based pay is dependent
on individual’s performance, firm performance-based pay is distributed
according to firms’ profits and individual positions. The amount of over-
all performance-based pay is up to six months of a base salary, which is
higher than home standards. There are considerable salary discrepancies
between South Korean expatriates and HCN employees, and between
organizational hierarchal levels. Comprehensive allowances and benefits
are provided to HCNs, and the components and standards are consistent
with those of local firms. This indicates that the sample South Korean
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MNEs adopt an integrative approach to managing HCN base salaries
and performance-based pay and a localized approach to allowances and
benefits.

A major purpose of this research is to explore factors influencing MNEs’
approaches to international reward and compensation. The findings of the
study are in alignment with institutional theory positing national institu-
tions influence organizational behaviors. The results also suggest that the
relative strength between the host and home economies has the dominant
effect on the focal components of reward and compensation for expatri-
ates. In other words, when the home economy has relative strength over
the host economy, MNEs are likely to adopt the home-based approach
to determine the focal components of reward and compensation, includ-
ing base salaries and performance-based pay, for expatriates. Logically,
the reverse should occur when the host economy has relative strength
over the home economy. Both the relative strengths between the host
and home economies and the cultural differences between the host and
home countries influence peripheral components of international reward
and compensation for expatriates, and focal components for HCNs. This
results in an integrative approach to those particular international reward
and compensation practices. The national cultural differences wield the
biggest impact on peripheral components of reward and compensation
for HCNSs, leading to localization. As the limited research has been con-
ducted to investigate reward and compensation in non-Western MNE:s,
this study extends institutional theory and adds to the knowledge base of
THRM literature with regard to international reward and compensations
approaches and associated factors in MNEs.

CONCLUSION

This chapter investigates how expatriates and HCNs are remunerated in
South Korean MNEs operating in China. It reveals that the sample com-
panies adopt: firstly, the home-oriented approach to the focal reward and
compensation policies and practices (including base pay and performance-
based pay); and secondly, an integrative approach to peripheral compo-
nents (including allowances and benefits) for expatriates. Conversely, the
companies adopt an integrative approach to focal components of reward
and compensation and a localized approach to peripheral components for
HCNs. These findings indicate that South Korean MNE:s initiate different
approaches to reward and compensation for expatriates and HCNs, as well



INTERNATIONAL REWARD AND COMPENSATION POLICIES AND PRACTICES 161

as to focal and peripheral components of reward and compensation prac-
tices. The transfer of reward and compensation is due to the dominance
effect resulting from the fact that the home economy is relatively more
advanced than the host economy. On the one hand, the tendency to local-
ize reward and compensation results from contextual differences between
host and home nations, such as economic development, living costs, and
compensation traditions. The next chapter will examine the use and man-
agement of non-traditional expatriates of South Korean MNEs in China.
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CHAPTER 7

The Use and Management of Non-
traditional Expatriates Working for South
Korean MNEs in China

INTRODUCTION

International assignees have dominated the agenda of IHRM research
over the last few decades (Collings et al. 2007). Such assignees, com-
monly referred to as ‘expatriates’, are employees assigned to work and live
in other countries for a stipulated period of time. Expatriates play a critical
role in subsidiary leadership, filling the gaps in skills, management, and
organizational development and, ultimately, helping ensure that interna-
tional business ventures are successful (Dowling et al. 2013). Much of the
previous IHRM research focused on what could be termed ‘traditional’
expatriates (Bonache and Noethen 2014), those employees who are tak-
ing up international assignments and who relocate to a host country for a
year or more (Bonache et al. 2001).

Increasingly, we are witnessing a variety of international assignees who
differ from traditional expatriates. Assignments for these expatriates tend
to be shorter and often do not involve family relocation. In part, this is a
result of technological advances where MNEs are able to manage inter-
national business differently from how it was done in the past. As the
growing use of non-traditional expatriates is a more recent phenomenon,
these various types of expatriates have not been the focus of sustained
research and the complexities involved in managing them have often been
underestimated in IHRM research (Collings et al. 2007). This deficiency
has been compounded by the fact that the research on non-traditional
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expatriates has been largely conducted in Western MNEs (Demel and
Mayrhofer 2010; Tharenou and Harvey 2006; Welch et al. 2003). As
a result, knowledge about non-traditional expatriates in non-Western
MNE:s, where organizational structures and management may be differ-
ent (Whitley 1992), is rather limited.

This chapter bridges the literature gap by exploring the use and man-
agement of non-traditional expatriates of South Korean MNEs in China.
South Korea is Asia’s fourth-largest economy. South Korean MNEs such
as Samsung and Hyundai have grown rapidly and have become major
players in international business (Yoon 2007). Unlike their Western coun-
terparts where the senior management team is normally involved in the
decision-making process, South Korean MNEs, known as chaebols, have
conglomerate structures (Whitley 1992). These companies are normally
based on a strong vertical hierarchy, with much authority resting in the
office of the chairman (Rowley and Bae 2004). However, it remains
unknown how these unique organizational characteristics influence expa-
triation practices. In this chapter, we will firstly review the literature on the
definition of non-traditional expatriates, the trend of using non-traditional
expatriates, the reasons for using these expatriates, and the management
(including recruitment and selection, training, performance appraisal and
reward) of non-traditional expatriates. Secondly, we present the empirical
findings.

NON-TRADITIONAL EXPATRIATES

Dowling and Welch (1988) wrote one of the earliest studies on recog-
nizing various types of expatriates. These ranged from foreign travelers
(trouble shooters) with an average posting that lasted up to six months,
foreign service specialists working on special projects for up to 12 months,
and long-term foreign service providers on assignment for 3—4 years. The
last description most closely resembles what is referred to as an expatri-
ate, and the earlier two descriptions would fall under the label of a non-
traditional expatriate. Specifically, non-traditional expatriates include
short-term assignees, flexpatriates, and international business travelers
(Shafter et al. 2012; Suutari et al. 2013; Welch et al. 2003). Short-term
assignees are Parent country nationals (PCNs) assigned overseas for up to
12 months, although normally shorter than 6 months, and are the most
popular form of non-traditional expatriates (Collings et al. 2007; Shaffer
et al. 2012; Tahvanainen et al. 2005). In these cases, the short-term expa-
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triate’s family usually remains in the home country, although exceptions
do occur. For example, in Tahvanainen et al.’s (2005) study, 4 out of the
11 case study companies relocated the families of their short-term expa-
triates, a process that meant incurring extra expenses and disruption in
family life. Flexpatriates are PCNs taking up short-term assignments on
a regular basis (Mayerhofer et al. 2004). They are often appointed on a
commuter, rotational, or contractual assignment basis (Welch et al. 2003).
International business travelers, also known as frequent flyers, are PCNs
who occasionally make extended international business trips for up to
three weeks (Welch and Worm 2006). Some non-traditional expatriates,
especially international business travelers, are relatively difficult to identify
and less visible compared to traditional expatriates (Welch et al. 2007).

THE UsE OF NON-TRADITIONAL EXPATRIATES

Advances in modern computer-related technologies, such as the inter-
net, make it possible to limit and reduce the use of traditional expatriates
(Suutari et al. 2013). Mayerhofer et al. (2004 ) revealed that one third of
the staft'in the Exploration and Production Division of an Austrian natural
resource MNE (250-300) were short-term expatriates whose assignments
lasted from a few days to several weeks. Tharenou and Harvey (20006)
found that 74% of the top 50 Australian MNEs used short-term assignees
who relocated abroad for less than a year. According to Schaaper et al.
(2013), French MNEs used short-term expatriates in production, engi-
neering, commercial activities, and training of local employees.

The findings of a number of industry surveys are consistent with these
empirical studies. General Motors Acceptance Corporation (GMACQC)
2004 conducted a survey involving 134 sinor human resource (HR) man-
agers or international relocation managers from 125 MNEs of varying
sizes. The survey revealed that 70% of international assignments were for
one year or less in duration, and only 19% lasted three years or more;
56% of the companies were secking alternatives to long-term assignments.
PricewaterhouseCoopers’ (2005) International Assignment Global Policy
and Practice Survey found that 80% of MNEs from North America,
Europe, and the Asia-Pacific region used short-term international assign-
ees and that more than half of the 203 participating MNEs intended
to increase the use of these types of expatriates. The Global Relocation
Trends Survey, conducted by Brookfield Global Relocation Services
(2012) and involving 123 MNEs worldwide, revealed that senior HR
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managers/international relocation managers are more likely to deploy
short-term assignees than long-term expatriates. According to the
Worldwide International Assignments Policies and Practices Survey
(Mercer 2013), more than 70% of the 750 participating MNEs increased
the use of short-term expatriates in 2013.

Both the empirical research and industry surveys revealed that the use
of non-traditional expatriates has risen, that the number of non-traditional
expatriates exceeded those of traditional expatriates, and that utilizing
these types of expatriates is likely to increase in the future. Theoretically,
the use of non-traditional expatriates is underpinned by resource-based
theory, which posits that a firm’s resources affect its economic perfor-
mance and behavior (Barney 1991). Managerial resources are scarce and
hence need to be deployed effectively (Tan and Mahoney 2006). With
the advances in communication and transportation, more of the tasks of
long-term expatriates, such as implementing corporate strategies, control,
and problem-solving, can now be completed by non-traditional expatri-
ates. The deployment of non-traditional expatriates increases organiza-
tional flexibility, allowing MNEs to utilize their managers’ talents more
effectively and economically.

The use of non-traditional expatriates in our case study MNEs has
generally increased steadily during the last decade, while that of tradi-
tional expatriates has declined. In most companies (except Chemical A,
Telecom C, and Electronics A), the number of non-traditional expatri-
ates has exceeded traditional expatriates since 2009. Some companies
(e.g. Telecom A, Finance A, and Telecom D) reduced the use of non-
traditional expatriates slightly in 2010 and 2012 for two major reasons.
Firstly, during that period, South Korean direct investment in China
decreased slightly (Korea Eximbank 2013); and secondly, at the same
time, according to the interviewees, South Korean MNEs shifted their
staffing approach from an ethnocentric to a polycentric one by reducing
expatriates and appointing more HCN managers in the Chinese opera-
tions. Generally, the telecommunications and electronics companies used
more non-traditional expatriates than companies in other industries due
to the large number of project workers involved. In most companies, the
use of non-traditional expatriates increased by around 20-25% during
2009-2013, with the exception of Telecom D which reduced its employ-
ment of non-traditional expatriates by 10%. Table 7.1 details the number
of traditional and non-traditional expatriates used by all case study com-
panies from 2004 to 2013.
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REASONS FOR USING NON-TRADITIONAL EXPATRIATES

The literature has identified a range of reasons for using non-traditional
expatriates. Mayerhofer et al. (2004) found that an Austrian MNE
used flexpatriates for skill transfer and management development, while
Tahvanainen et al. (2005) discovered Finnish MNEs used short-term
assignees mainly for skill transfer and problem-solving, managerial control,
and management development (e.g. obtaining international experience
through frequent business traveling or working in global teams). These
studies received support from the PricewaterhouseCoopers (2000) Survey
of MNEs having three main reasons for using short-term assignments:
technology transfer or consulting, career development, and training of
local personnel. The research shows that there are a range of benefits in
using non-traditional expatriates. Minbaeva and Michailova (2004), for
example, found that the use of non-traditional assignments increases the
ability to share knowledge, while Collings et al. (2007) argued that using
international business travelers proved to be very effective in face-to-face
interactions with clients and employees in host countries. Welch et al.
(2007) suggested that international business travelers are also used for
knowledge transfer, performance monitoring, and control in Australian
and Danish MNEs. In addition, short-term assignments appear to be
increasingly regarded by MNEs as a form of rigorous, cross-cultural train-
ing (Shen and Lang 2009).

MNE:s also prefer non-traditional expatriates because they have several
advantages over traditional expatriates. Utilizing non-traditional expatri-
ates reduces the difficulties involved in traditional expatriation, such as
unwillingness of staff to relocate overseas due to family and career devel-
opment issues (Mayerhofer et al. 2004; Welch and Worm 2006). Goals
for short-term assignments are also easier to set and evaluate than for
long-term assignments (Tahvanainen et al. 2005). The use of flexpatriates
provides organizations with flexibilities (e.g. a flexpatriate can work con-
currently in multiple countries on several tasks), help develop global net-
works, and facilitate informal knowledge sharing (Mayerhofer et al. 2004;
Tahvanainen et al. 2005). In a dynamic business environment, MNEs
often need to adjust their international business strategies and plans, and
different tasks require different expertise for international assignments.
The utilization of non-traditional expatriates can contribute significantly
to this type of flexibility (Wittig-Berman and Beutell 2009).
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Deployment of traditional expatriates is a costly exercise because an
expatriate compensation package typically includes family relocation and
support, such as accommodation and children’s schooling, social security,
and a variety of allowances (Collings et al. 2007; Petrovic et al. 2000;
Wittig-Berman and Beutell 2009). The use of non-traditional expatri-
ates is less expensive since they generally do not involve family relocation
(Tahvanainen et al. 2005). Tharenou and Harvey (2006) reported that
one of the reasons for Australian MNEs’ use of short-term expatriates is
to reduce high expatriation costs. In addition, Mayerhofer et al. (2004)
found that using non-traditional expatriates can reduce expatriates’ failure
rates. According to Tung (1987), the major reasons that cause expatri-
ates’ failure in US MNEs are family issues, for instance, families’ inabil-
ity to adjust to the new environment, which can be substantially avoided
if non-traditional expatriates are deployed. Expatriates’ failure can cause
financial and non-financial damage (e.g. relationships with customers,
the company’s reputation) to MNEs. The risk of such damage can be
minimized if non-traditional expatriates are used (Toh and DeNisi 2005).
Furthermore, it is evident that non-traditional expatriates provide HCNs
with increased management development and career opportunities (Wong
and Law 1999), as traditional expatriates normally occupy senior positions
for considerable periods of time which can seriously limit HCNs” opportu-
nities. The use of non-traditional expatriates will therefore in all likelihood
increase HCNs” morale and organizational commitment significantly (Toh
and DeNisi 2005).

Employing non-traditional expatriates will also be beneficial to their
career development because: firstly, they are significantly less likely to be
disrupted; and secondly, expatriates’ failure rates are normally low. Non-
traditional expatriates are able to maintain relationships with colleagues
at home and hence receive career support from them (Mayerhofer et al.
2004). Traditional expatriates normally expect promotion or at least to
resume the same levels within the organization they held prior to depar-
ture (Stahl et al. 2002). However, research shows that it is often diffi-
cult for MNEs to meet these expectations (Bolino 2007; Lazarova and
Cerdin 2007). Traditional expatriation may not necessarily result in career
advancement but consequently may result in high turnover among repa-
triates. One study, for example, concluded that between 20% and 50%
of repatriates leave their companies within two years of returning home
(Bossard and Peterson 2005).
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The research reviewed above suggests that non-traditional expatriates
are utilized for the transfer of technology, consulting, training, perfor-
mance monitoring, and control. Moreover, this research asserted that
non-traditional expatriates helped to overcome a number of problems
typically associated with traditional expatriates, for example, costs, family
issues, and high rates of expatriates’ failure as well as being more beneficial
to the career paths of expatriates.

The major reasons given for the use of non-traditional expatriates in
the case study companies were knowledge transfer, technical support, and
management control. The comment made by the Technical Support Team
Manager in Electronics B was typical of responses given:

Knowledge transfer was relatively intensive at the beginning and became
intermittent once operations were stabilized. In the later stage, knowl-
edge transfer can be achieved through training conducted by short-term
expatriates.

The above comment reinforced the importance of knowledge transfer,
which has been considered an important aspect of non-traditional expatri-
ates’ jobs, especially in the telecommunications and electronics industries.
According to the Operating Team Manager at Telecom B:

In our company, knowledge and techniques relating to IT are updated fre-
quently. Therefore, we need someone from headquarters to provide the
most updated knowledge to subsidiaries. This happens periodically or on a
project-basis.

This statement was also supported by other expatriate managers in
Advertising A, Finance A, and Auto A. The Finance Director at Finance
A added: “We need to know information like the most recent marketing
strategy being promoted by the headquarters. The headquarters will send
people to convey this kind of information periodically’. Technical support
was another important role of short-term expatriates in the case study
companies:

When employees face technical difficulties which cannot be solved within
subsidiaries, short-term expatriates will be sent here to assist. Their respon-
sibilities are to provide local employees with technical support, solve
problems, and supervise projects. They normally stay around one month.
(Operation Manager, Telecom D)



THE USE AND MANAGEMENT OF NON-TRADITIONAL EXPATRIATES WORKING... 175

Another commonly mentioned role of non-traditional expatriates is man-
agement control. Four companies, Chemical A, Telecom A, Telecom C,
and Finance A, used short-term expatriates to supervise or control subsid-
iaries” operations. All of them mentioned that the level of trust between
expatriates and HCNs has improved markedly with the introduction of
non-traditional expatriates. This is illustrated at Telecom A where the
Operation Manager commented: ‘We rely heavily on our local employees
to implement strategies. They have enough skills and knowledge to handle
their tasks. However, proper instructions from supervisors (headquarters)
ensure the subsidiary is on the right track’.

One of the most commonly cited reasons for reducing the use of tra-
ditional long-term expatriates involved advances in IT systems. As the
Finance Director in Finance A stated:

Thanks to IT advancements it is possible to use short-term expatriates.
Headquarters can monitor and control subsidiaries’ operations remotely. I
have to give briefings to my direct supervisor in headquarters on a weekly
basis by using tele-conferences. Important documentations are also sent
electronically to make sure work is done efficiently.

This statement was also supported by the Operations Manager in Telecom
C who remarked: ‘We have a monthly video-conference with other depart-
ment heads at headquarters, which can cover much broader issues in the
whole company. Whenever we have problems, we can have discussions
through Skype or video calls immediately’.

Eight of the ten case study companies have been operating in China for
over ten years. The interviewees in those companies felt that their operations
in China were going well, and as a consequence, fewer traditional expatri-
ates were needed. In the words of the General Manager in Telecom C:

Our company has been doing business in China for more than 10 years.
Now, the operation here is smooth. We don’t need the same number of
long-term expatriates as we did at the start-up stage. Our company has
shifted the staffing approach from ethnocentric to polycentric. Some issues
still need to be dealt with by managers from the headquarters. However,
they only need to stay here for a short period.

Some companies also mentioned that more non-traditional expatriates
were being used to address the limitations concerning long-term expatri-
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ates, such as family issues and the high turnover rate. In the words of the
Marketing Manager in Advertising A:

South Koreans regard their families as very important. When long-term
expatriates accept their assignments, both parties need to consider lots of
issues, such as the children’s education and spouse’s career; all these issues
are complex and not easy to deal with. Using fewer long-term expatriates
can help to avoid these problems.

Furthermore, the Research and Development Team Manager in Chemical
A commented that:

One of the problems of using long-term expatriates is probably the high
repatriate turnover rate, given that most Korean companies do not guarantee
a promotion after assignments are completed. There is no career planning
for expatriates. It will be a great loss for companies if repatriates leave after
having gained a lot of international experience. For companies, using short-
term expatriates is a smart move in this regard.

Some interviewees suggested that using non-traditional expatriates
could provide companies with organizational flexibility. For example, the
Operations Manager in Telecom D mentioned that:

The project managers including senior managers and engineers carry out
different projects in different subsidiaries in various countries. Compared to
traditional long-term expatriates, using short-term expatriates allow compa-
nies to more eftectively utilize managerial resources.

Several companies’ representatives explained that using short-term expa-
triates was done in order to reduce costs. The Human Resources Manager
in Chemical A, for example, commented ‘We need to minimize opera-
tional costs. Using long-term expatriates is very expensive as the company
needs to bear many costs such as relocation, family housing and children’s
education. Using short-term expatriates can avoid such costs’.

It is evident that the case study interviewees’ comments on the reasons
for South Korean MNEs using non-traditional expatriates are much the
same as that outlined in the literature reviewed ecarlier in this chapter. The
results suggest that South Korean MNEs encounter many of the same cost
and market pressures as their Western counterparts, as well as experiencing
many of the downsides when employing traditional expatriates. Clearly,
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the use of non-traditional expatriates represents an effective solution to an
important human resource issue facing contemporary MNEs. It does not
appear to be limited to companies structured along Western lines.

MANAGING NON-TRADITIONAL EXPATRIATES

Despite non-traditional expatriates having some clear advantages over tra-
ditional expatriates, they also face a number of expatriate-related problems
if not properly managed. Several studies suggest that non-traditional expa-
triates may experience high levels of stress during assignments caused by
their separation from families, failure to fulfill family responsibilities, and
the difficulties in adjusting to local environments due to short assignment
periods (Dowling and Welch 2004; Mayerhofer et al. 2004; Suutari et al.
2013; Tahvanainen et al. 2005). It is also harder for flexpatriates to develop
good relationships with HCNs as their short expatriation periods mean
they are unable to develop the level of understanding and communication
that traditional expatriates achieve. As a consequence, conflicts between
flexpatriates and HCNSs are more likely to occur, particularly if flexpatriates
ignore or are unaware of local customs and practices (Tahvanainen et al.
2005).

Research shows that organizational support reduces flexpatriates’
stress and influences their job performance and job satisfaction (Demel
and Mayrhofer 2010; Mayerhofer et al. 2011; Welch et al. 2007). It has
also been suggested that the significant differences between traditional
and non-traditional expatriates mean that different ways to manage
them would be appropriate (Collings et al. 2007; Welch et al. 2003). As
such, it is important for MNEs to formulate and implement appropriate
HRM policies and practices in order to effectively support and man-
age non-traditional expatriates. Yet, only a small number of studies have
explored HRM policies and practices for non-traditional expatriates, and
this limited research shows that MNEs normally do not develop formal
HRM policies and practices for this group of expatriates (Suutari et al.
2013). For example, Mayerhofer et al. (2004) found that flexpatriates in
Austrian MNEs lacked formal employment contracts, did not undergo
appropriate preparation prior to departure, and received minimal organi-
zational support while on assignment. This finding supported an earlier
survey conducted by PricewaterhouseCoopers (2000) that more than
50% of MNEs did not have formal HRM policies for non-traditional
expatriates.
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Specifically, formal selection processes were typically lacking for non-
traditional assignees (Collings et al. 2007; Suutari et al. 2013). For
example, in Finnish MNE:s, short-term assignments were used for specific
international projects or solving major problems. The pool of available
and capable employees able to undertake such assignments was limited
and normally well known to recruiters. Consequently, senior managers
typically undertook the critical role of selection, and no formal selection
procedures and written criteria had been developed for short-term assign-
ees (Tahvanainen et al. 2005). Despite this lack of formal, written selec-
tion criteria, it was evident that MNEs placed considerable emphasis on
skills, knowledge, and experience when selecting short-term assignees for
specific projects and problem-solving and on self-nomination for manage-
ment development (Collings et al. 2007; Tahvanainen et al. 2005). Yet,
expatriate success in international assignments also depends on family/
spouse issues, and thus these matters should be considered in expatriate
selection (Starr and Currie 2009). Notwithstanding such matters, family/
spouse issues have been largely ignored by MNEs in the recruitment and
sclection of non-traditional expatriates (Tahvanainen et al. 2005).

MNE:s generally do not provide appropriate pre-departure training for
non-traditional expatriates mainly because of short notice periods given
or the need for more technical training. For example, Tahvanainen et al.
(2005) found that Finnish MNEs normally did not provide cross-cultural
training to short-term assignees unless the cultural distance between the
home and the host country was high (e.g. Finland and China) (Hofstede
1980). In rare cases, information sessions were conducted (normally by
repatriates) and in-house training was provided although on a voluntary
basis. Pre-departure visits were found to be offered only when the expa-
triates’ families accompanied the employee (Tahvanainen et al. 2005).
Similarly, Mayerhofer et al. (2004) noted that language and cross-cultural
training were only provided in an Austrian MNE when it was deemed
absolutely necessary or requested by the expatriates.

Generally, performance appraisals for non-traditional expatriates are
dealt with in a similar fashion to home country employees. In Finnish
MNE:s, goal setting and performance evaluations are carried out once or
twice a year; however, the timing of the evaluations was more flexible for
short-term expatriates. The raters are usually the immediate home-based
supervisors in both Finnish and Austrian MNEs (Mayerhofer et al. 2004;
Suutari et al. 2013; Tahvanainen et al. 2005). This led to problems as
expatriates often complain about the problematic appraisal system, such as
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using single raters at home that do not have adequate knowledge about
the working situation in subsidiaries and are not able to provide feedback
on performance (Suutari et al. 2013).

Non-traditional expatriates are usually paid in the home country
(Suutari et al. 2013; Tahvanainen et al. 2005). According to Tahvanainen
ct al. (2005), in Finnish MNEs, in addition to normal salary, short-
term assignees receive a tax-free daily allowance (per diem), a cost of liv-
ing allowance (when assigned to host countries where salary levels are
higher than in Finland), and a hardship allowance (depending on host
country’s ‘toughness’, stressful nature of project work, and frequency of
travel). According to Suutari et al. (2013) these financial benefits can be
the major motivators for non-traditional expatriates. The compensation
can also vary in terms of assignment duration. Suutari et al. (2013) and
Tahvanainen et al. (2005) found that if the duration of an assignment
lasted between 6 and 12 months, non-traditional expatriates were paid the
same as traditional expatriates. The limited number of studies that have
empirically examined the HRM practices referred to non-traditional expa-
triates, which means there is little definitive knowledge of how this group
of employees is managed.

Recruitment and Selection

The interview results indicated that no case study companies developed
formal recruitment and selection policies for non-traditional expatriates.
Although the use of non-traditional expatriates was on the rise in most
companies, interviewees generally did not consider it was necessary to
establish a separate policy for this group of expatriates. Short-term assign-
ments were normally regarded as extended business trips. In most cases,
the selection of non-traditional expatriates was on a task basis; whenever
there was a need in a subsidiary, these types of expatriates were sent to
solve the problem. There was no open recruitment and selection; rather,
employees were appointed for assignments. Due to the lack of a formal
selection procedure, many interviewees, especially the HR managers,
expressed a concern as to whether appointees were able to manage their
assignments. The selection decision was often made quite quickly and
the supervisors may not have clearly known whether the appointees were
competent enough to take on the assignments. The outcome of such an
approach was that the pool of available candidates was quite limited which
led to case study companies tending to rely on employees who had been
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selected previously. This places a stronger emphasis on the evaluation of
employees on assignment and the communication of that result to other
relevant managers.

The selection criteria used by the case study companies tended to focus
on technical skills, expertise, problem-solving skills, and international
work experience. As the Research and Development Team Manager in
Chemical A commented:

The most important factor influencing the appointment of short-term
assignees is expertise in different areas, such as technology, leadership and
communication skills. These skills would enable assignees to complete their
task, such as solving problems, transferring knowledge and coordination.
International experience is also important to some assignments.

Several interviewees also commented that employees who were qualified
for such assignments and subsequently selected experienced good rela-
tionships with senior managers. For example, the Operation Manager
in Telecom A mentioned that ‘People who have close relationships with
senior managers are more likely to be selected for short-term assign-
ments. Taking this kind of overseas trips is beneficial to employees’ career
development’.

As family relocation was not required, family issues were normally not
considered as an appointment criterion in most case study companies.
However, if a family issue arose that prevented an employee from taking
a short-term assignment, they would normally be excused. According to
the Marketing Manager in Advertising A, most employees were happy to
take up short-term assignments because ‘they can temporarily walk away
from their work routines and no family relocation is required’. He further
added that ‘employees can decline assignments if the timing is not suitable
or for other reasons, such as family issues or personal issues (e.g. health
problems) that mean that they are unwilling to make international trips’.

Training

The training provided to non-traditional expatriates included some limited
pre-departure and post-arrival training. Formal pre-departure training was
generally not provided although all case study companies encouraged assign-
ees to study the Chinese language and Chinese culture. One of the reasons
for not offering such training was a general perception, clearly expressed by
the Research and Development Team Manager in Chemical A that:
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People who are chosen should have adequate knowledge and expertise to
perform the task in subsidiaries; also, the language and cultural issues are
not big deals because of the short-term nature. We have translators and
ethnic Chinese-Korean employees who can help with the language problem.

It was also reported that the short notice given for assignments made
it difficult for companies to arrange training for short-term assignees.
Information sessions on Chinese culture were generally provided, how-
ever, only on the request of assignees. Three companies—Electronics
A, Auto A, and Telecom B—provided resources, such as DVDs and
books, to help non-traditional expatriates familiarize themselves with the
language and culture. As the Research and Development Team Manager
in Electronics A stated:

Our company did not provide formal pre-departure training to short-term
expatriates. However, the company provided time and financial support to
employees who wanted to take some Chinese language lessons.

Formal post-arrival training was typically not afforded to non-traditional
expatriates. However, all the case study companies provided post-arrival
language and cross-cultural training to traditional, long-term expatriates.
Such training was open to short-term assignees if the timing was right.
However, ‘attending such training is purely on a voluntary basis and the
record shows that no short-term assignee has attended such training due
to time constraint’ (Technical Support Team Manager, Electronics B).

Performance Appraisal

Six out of ten case study companies (Telecom A, Chemical A, Telecom
B, Electronics A, Electronics B, and Auto A) conducted short-term expa-
triates’ performance appraisals on a project basis. In these companies,
performance was evaluated by both subsidiaries and headquarters. Raters
included immediate supervisors in headquarters and managers respon-
sible for projects in local subsidiaries. Evaluations of raters in subsidiar-
ies were considered most important because they knew how short-term
expatriates performed and the working conditions in local subsidiaries.
As suggested by the Operation Team Manager at Auto A, ‘local supervi-
sors’ evaluations are normally perceived as accurate and objective because
they are the closer observers of assignees’ performance’. In general, the
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performance appraisal procedures in the case study companies consisted
of four steps:

e Step I: Non-traditional expatriates submitted self-evaluations to their
immediate supervisors (South Korean managers) in subsidiaries.

e Step 2: Raters in local subsidiaries reviewed self-evaluations and pro-
vided comments.

e Step 3: Upon returning home, immediate supervisors at headquar-
ters would arrange performance review meetings to finalize mutually
agreed grades for assignments.

e Step 4: Evaluation results were sent to HR departments and became
a key part of annual performance appraisals.

Four companies (Advertising A, Telecom C, Finance A, and Telecom
D) conducted performance appraisals for flexpatriates in the same way as
they did for other home-based employees. Their performance appraisals
were usually conducted at the end of the year at the head office. All case
study companies adopted a grade system for evaluating non-traditional
short-term expatriates. Generally speaking, there were five grades—A
(outstanding), B (good), C (satisfactory), D (poor), and E (unaccept-
able). For example, the Operation Manager in Telecom C explained
that:

The final performance result is composed of three parts including perfor-
mance (50%), competence (30%), and attitude (e.g. attendance) (20%).
Each grade has different weights, say Grade A weighs 15 points, Grade B
for 13 points, Grade C for 11 points, and so on. The final grade is the com-
posite of all appraisal criteria.

Some companies (Telecom A, Electronics A, Auto A) also required
appraisers to provide written comments with the grading results. Typical
comments addressed whether the appraisee was competent for the job,
whether any mistakes were made during the assignment, as well as provid-
ing some overall comments and suggestions for the assignee.

Work performance was considered to be the most important criterion.
‘In particular, completion of core tasks is especially important, which has
the highest weighting’ (Operation Manager, Telecom A). Competence
broadly included knowledge, expertise, and leadership. ‘In particular,
for project-based assignees, problem solving skills, communication abili-
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ties, self-discipline, and the ability to conduct workshops and meetings
are key components’ (Operation Manager, Telecom D). Workplace atti-
tudes included attendance, responsibility, and interactions with supervi-
sors and peers. For flexpatriates, who were used commonly for chairing
meetings and administration purposes, coordinating ability and leadership
skills were highly valued. These criteria were applicable to both project-
based appraisals and annual appraisals. Feedback was provided by immedi-
ate supervisors at headquarters, normally in a written form. ‘Face-to-face
discussions were only conducted for poor performances, for example, if
the short-term assignee did not complete his task successfully” (Operation
Manager, Telecom A).

Compensation

Non-traditional assignees did not have separate contracts and their com-
pensation was based on their company’s respective travel policy. Generally,
expatriates received different levels of allowances according to their posi-
tions and length of assignment. In all case study companies, expatriates
received their salaries in the home country and in home country cur-
rency. ‘Short-term assignments are normally considered as extended busi-
ness trips; of course their pay is managed in the home country’ (General
Manager, Electronics B). The only difference was the amount and catego-
ries of allowances and benefits. For short-term expatriates who only stayed
for less than one week, the allowances and benefits were normally a travel
allowance, meal allowances, and a free company car during their stay. In
the words of the HR Manager in Auto A: ‘For expatriates who only stay
a few days, their salaries will be paid at the headquarter standard. Air tick-
ets and accommodation (hotel standards depend on positions) were paid
by the company. During their stay they are also provided with a com-
pany car’. This statement was supported by other interviewees. The HR
Manager in Telecom D also added that ‘short-term expatriates were also
paid to have some day-tours during their visit. Meals were also arranged
and paid by us’.

For expatriates who stayed between two and four weeks, they normally
received a daily living allowance. The General Manager in Electronics B
explained that:

Expatriates who stay a few weeks are normally provided with employee
accommodation. Instead of being provided with meals they are given a liv-
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ing allowance based on their positions; normally 1000 RMB per week for
middle-management, 600 RMB for non-managerial staff.

Most interviewees reported that the maximum stay for short-term assign-
ment was three months. For expatriates who stayed more than one month,
they had more allowances and benefits such as paid family visits, gym /golf
membership, and company-organized trips. In the words of the Operation
Manager in Telecom A:

My assignment was for three months. My accommodation was paid by the
company—it is a nice apartment close to the company. My family was also
paid to visit me once during my stay. I have enjoyed most benefits like long-
term expatriates had here, such as golf club membership.

It is clear based on the above analysis that non-traditional expatriates
are treated quite differently compared to their traditional counterparts.
Most companies did not have a formal recruitment and selection policy
pertaining to this group of employees, nor did they receive any signifi-
cant level of pre- or post-departure training. Performance appraisal was
often conducted locally, although final grades were determined at head-
quarters, and compensation was more aligned with the head office travel
policy.

DiscussioN

This study explored the use and management of non-traditional expatri-
ates in South Korean MNEs operating in China. This is an important area
of investigation as the research to date has mainly focused on traditional
expatriates and almost exclusively on Western MNEs. Three key find-
ings emerged from this study. Firstly, the results demonstrated that there
was an increase in the use of non-traditional expatriates and a decrease
in the use of traditional expatriates in the case study MNEs. Most inter-
viewees indicated that their companies intended to replace the traditional
long-term expatriates with the use of more talented local employees and
short-term assignees wherever possible. These findings are consistent with
recent industry surveys, such as those conducted by KPMG (2010) and
Brookfield Global Relocation Services (2012).

Secondly, the study provided support for the arguments of Collings
et al. (2007), Mayerhofer et al. (2004), and Shen and Lang (2009), who
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suggested that the trend for MNEs to use more short-term assignees or
flexpatriates was due to them being more cost-effective and easier to man-
age. The major reasons for using non-traditional expatriates in the case
study companies included less need for long-term expatriates, flexibility,
and addressing the long-term expatriate-related problems (i.e. family and
repatriation issues). These results are consistent with findings from studies
conducted on Western MNEs (Tharenou and Harvey 2006) and highlight
the strong pressures for convergence despite the significant differences in
South Korean MNES’ structure and strategies.

Thirdly, most case study companies managed their non-traditional
expatriates quite differently from the way long-term expatriates are man-
aged. Positions are normally assigned rather than openly recruited, and
the main selection criteria are technical skills/expertise, problem-solv-
ing skills, and work performance. Such an approach is quite different
from the selection of traditional, long-term expatriates in South Korean
MNEs (Kang and Shen 2013). However, the results are quite consistent
with Tahvanainen et al. (2005) who maintain there is a lack of formal
selection policy for non-traditional expatriates. The case study compa-
nies provided limited pre-departure training and post-arrival training to
non-traditional expatriates due to the short-term nature of the assign-
ment. Two possible reasons may explain this situation. Firstly, the cul-
tural similarity between South Korea and China may make cross-cultural
training less necessary, which is consistent with Finnish MNEs’ practices
(Tahvanainen et al. 2005). Secondly, there is often not enough time
between selection and departure for non-traditional assignees to attend
pre-departure training (Tahvanainen et al. 2005). Due to time con-
straints, no non-traditional expatriate in the case study MNEs attended
post-arrival training such as language instruction and cross-cultural train-
ing, which—while they had been designed for long-term expatriates—
were also open to them. We believe that this is a significant weakness
because cross-cultural training is also critical to non-traditional expatri-
ates, such as business travelers and those involved in virtual assignments
(Collings et al. 2007).

Most companies conducted performance appraisals for non-traditional
expatriates on a project basis, usually by their immediate supervisor in
both subsidiaries and headquarters. This is in contrast to the findings of
Suutari et al. (2013) who found that short-term assignees’ evaluations
were conducted annually, and the findings of Mayerhofer et al. (2004) who
found that non-traditional expatriates’ performances were only assessed by
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immediate supervisors in the local subsidiary. Finally, the compensation
for non-traditional expatriates depended on the duration of the assign-
ments and the level of the position. Non-traditional expatriates did not
have separate contracts, and as the assignment duration was generally less
than three months, their compensation was aligned with the company’s
travel policy. This is consistent with the findings of Suutari et al. (2013).
Moreover, a number of other allowances and benefits were available to
non-traditional expatriates who stayed longer. The results of this study
appear to be consistent with the practices in Finnish MNEs, suggesting
that compensation is based on the length of assignments (Tahvanainen
et al. 2005).

CONCLUSION

There is limited research on the use and management of non-traditional
expatriates in MNEs, especially non-Western ones. The current study
explores the trend of using and managing non-traditional expatriates
of South Korean MNEs operating in China. This chapter firstly reviews
the literature on non-traditional expatriates, the trend and reasons for
employing non-traditional expatriates, and the management practices of
this type of expatriate. Consequently, it reports the empirical findings in
relation to South Korean MNEs. This study reveals that the utilization
of non-traditional expatriates has increased in the sample MNEs. Non-
traditional expatriates undertake similar roles to those of long-term expa-
triates including control, problem-solving, management development,
and knowledge transfer. This shift toward the use of more non-traditional
expatriation has been brought about by the decreased need for long-term
assignments and the desire to develop more organizational flexibility. This
shift represents a strategic response to the issues surrounding the deploy-
ment of traditional expatriates such as family, career, and high expatriate
failure. The use of non-expatriates is, however, not without problems
as the research found that there was a lack of formal recruitment and
selection processes, and that training for non-traditional expatriates was
limited. These problems will need to be effectively solved given that more
and more non-traditional expatriates are deployed in MNEs. The next
chapter will examine the effect of IHRM practices on the willingness of
HCNs to do extra for MNEs, that is, to help expatriates at work and
beyond.
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CHAPTER 8

The Effects of IHRM on Employee
Outcomes

INTRODUCTION

Only limited research has been conducted on the consequences of IHRM
practices on employees. To help fill the lack of literature on the subject,
this chapter explores the relationship between IHRM practices and the
willingness of HCNs to help expatriates in and outside of the workplace.
Research has shown that expatriates often experience difficulties in the
workplace and outside of it. As such, assistance from HCNs with work and
social life plays an irreplaceable role in expatriates’ adjustment and ability
to do their job when on international assignments (Caligiuri et al. 1999;
Farh et al. 2010; Varma et al. 2011). Providing help to co-workers often
goes beyond one’s job duty and it may well be considered risk-taking
behavior because it may affect the help provider’s own work performance
(Shen and Benson 2014). Expatriates have multiple identities; in addition
to being co-workers, they are also seen by HCNs as representatives of
MNEs (Reiche et al. 2008; Zhou and Qin 2009). Therefore, HCNs help-
ing expatriates represent both helping behavior toward co-workers and
their positive attitudes and behaviors toward the MNE:s.

The past decade has witnessed increasing academic interest in exploring
factors predicting the relationship between HCNs and expatriates (e.g.
Arman and Aycan 2013; Toh and DeNisi 2007; Toh and Srinivas 2012;
Varma et al. 2011). However, the extant literature regarding determinants
of the willingness of HCNs to help expatriates has focused on personal
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and intrapersonal factors such as personality (Caligiuri 2000; Johnson
et al. 2003) and social categorization (Arman and Aycan 2013; Varma
et al. 2011). Thus far, organizational factors predicting the willingness
of HCNs to help expatriates have been largely overlooked, indicating a
need for further theoretical and empirical clarification. Due to the unique
identities of expatriates, HCNs helping expatriates is not only pro-social
behavior that helps co-workers; it also reflects their positive attitudes
and behaviors toward MNEs. Thus, exploring organizational contextual
effects on HCNs’ attitudes and behaviors toward expatriates requires new
theoretical frameworks that differ from those presented in past studies.

This chapter seeks to fill this important knowledge gap by exploring:
firstly, the effects of MNEs” IHRM policies and practices in overseas sub-
sidiaries on the willingness of HCNs to help expatriates; and secondly,
the social and psychological processes involved. This study is significant
because it aims to provide a better understanding of IHRM antecedents of
HCNs’ attitudes and behaviors toward expatriates, an important employee
outcome. Understanding IHRM antecedents may guide MNEs to formu-
late and implement more effective HRM policies and practices in order to
facilitate expatriates’ success.

This chapter is structured as follows. We will firstly outline the theo-
retical background with regard to expatriates’ role as representatives of
MNE:s, high-commitment HRM, and socially responsible HRM and
develop the hypotheses. Secondly, we will present the empirical findings.

THEORETICAL BACKGROUND AND DEVELOPMENT
OF HYPOTHESES

HCNs’ Willingness to Help Expatriates

HCNs’ willingness to help expatriates, such as willing to provide social
support and information about their workplace role and duties, and to
offer cooperation, plays a positive role in expatriate work performance in
international assignments (Farh et al. 2010; Toh and DeNisi 2003; Varma
etal. 2009). Expatriates who are not well accepted by HCNs are less likely
to work well. As a result, the MNE’s performance will be compromised
(Toh and Srinivas 2012). In most cases, expatriates need to have work-
ing knowledge and good cultural understanding of the organization and
the national context in order to be effective in international assignments
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(Toh and DeNisi 2005). HCNs’ social support is also important because
it affects expatriates’ leadership roles and work performance during their
assignments (Benson and Pattie 2009). Social support may include pro-
viding emotional support or instrumental assistance when dealing with
stressful situations (Toh and DeNisi 2005). Cooperation among employ-
ees enhances morale, organizational commitment, productivity, and
interpersonal relationships and reduces conflict among group members
(Tjosvold and Chia 1989).

Zeira (1979) argued that HCNs have certain expectations of expatri-
ates, and their attitudes and behaviors toward the expatriates are often
guided by the extent to which they might fulfill those expectations. So
far, the literature suggests that HCNs’ willingness to help is affected by
a number of individual-level factors, for example, expatriates’ personal-
ity, that is, level of extroversion (Caligiuri 2000; Johnson et al. 2003).
Toh and DeNisi (2007) found that HCNs’ willingness to help is often
determined by the process of HCNs’ social categorization. If a HCN
categorizes an expatriate as being a member of a particular social group,
the HCN is more willing to provide help to that person (Varma et al.
2011). Moreover, the job level of an expatriate is also likely to influence
whether HCNs are willing to offer support. HCNs are more likely to
provide role information to co-workers and subordinates than to supervi-
sors, and furthermore they are more likely to provide role information to
subordinates than peers (Varma et al. 2011). Since most expatriates are
managers, HCNs are normally reluctant to help them. Furthermore, Toh
and Srinivas (2012) indicated trust will have an impact on HCNs’ willing-
ness to share information with expatriates.

When an expatriate is seen as a supervisor and a representative of an
MNE, the factors influencing HCNs’ willingness to help are different.
Research suggests that factors like supervisor leadership (e.g. Ilies et al.
2007; Judge and Piccolo 2004), supervisor personality (e.g. Smith and
Canger 2004) and POS (e.g. Yoon and Thye 2000) influence the super-
visor-subordinate relationship. Expatriates’ supervisory and managerial
roles in overseas subsidiaries mean that they are inevitably identified as
the representatives or ambassadors of the MNE (Ancona and Caldwell
1992; Reiche et al. 2008; Varma et al. 2009; Zhou and Qin 2009).
Understandably, HCNs’ attitudes to the MNE will influence their atti-
tudes to expatriates who are sent by, and represent, the parent company.



194 H. KANG AND J. SHEN

Expatriates’ Role as Representatives of MNEs

Expatriates play many important roles in international operations
(Bonache and Brewster 2001; Harzing 2001; Manolopoulos et al. 2011).
Expatriates can be responsible for coordination and control of overseas
operations, knowledge transfer, and network building (Arman and Aycan
2013; Ghafoor et al. 2011; Harzing 2001; Manolopoulos et al. 2011).
According to agency theory, expatriates are valued agents of the MNE
(the principal) (Shen and Hall 2009). Because expatriates normally hold
senior managerial positions in foreign subsidiaries, they are naturally seen
as spokespersons and representatives of MNEs (Reiche et al. 2008; Zhou
and Qin 2009). The employee—organization relationship is ‘the formal
and informal, the economic, social and psychological connection between
an employee and his or her employer’ (Tsui et al. 2002, p. 78). It reflects
the social exchange between an individual employee and the organization
(Wu et al. 2010). In the employee—organization relationship, individuals
in reality do not enter into an exchange agreement with the organization
(Coyle-Shapiro and Shore 2007). Rather, the representative of the orga-
nization is the dyadic partner with whom the employee interacts (Ferris
et al. 2009). Psychological contract theory (Rousseau 1989) assumes that
employees consider promises from the supervisor to be promises from
their organization. In the multinational context, since expatriates are
seen as representatives of MNEs, the HCN-MNE relationship is largely
reflected in the relationships between HCNs and expatriates.

Moreover, employees in general tend to interact more frequently with
their supervisors than with other agents of the organization. Therefore,
supervisors are in the best position to serve as organizational representa-
tives (Richard et al. 2009; Tepper and Taylor 2003). Rousseau (1989)
argued that employees consider their supervisors’ promises to be those of
the organization. Similarly, employees pay great attention to their treat-
ment by supervisors, in part, because they view such treatment as indica-
tive of how well the business values them (Eisenberger et al. 1986, 2004;
Shore and Shore 1995). Employees often tend to generalize their exchange
relationships from their supervisors to the organization (Eisenberger
et al. 2002). Due to their supervisory and managerial roles in overseas
subsidiaries, expatriates are inevitably identified as the representatives of
the MNE (Reiche et al. 2008; Varma et al. 2009; Zhou and Qin 2009).
Hence, employees’ attitudes and behaviors toward supervisors reflect their
attitudes and behaviors toward the organization. With this logic, HCNs’
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attitudes and behaviors toward expatriate managers should be influenced
by their attitudes and behaviors toward the MNE. Moreover, employees’
attitudes and behaviors toward the organization are their attitudinal and
behavioral responses to perceived organizational policies and practices,
such as HRM (Jiang et al. 2012). As such, IHRM practices may have an
impact on HCNs’ willingness to help expatriates. We will discuss this link-
age in more detail below.

High-Commitment HRM and Socially Responsible HRM

Organizations and businesses may adopt a range of HRM practices serv-
ing multiple purposes, and the HR attribution literature suggests that
perceived HR attributions determine the impact of HRM on employees
(Nishii et al. 2008). Some HRM practices may be required by law or gov-
ernment regulations, while others are discretionary (Nishii et al. 2008).
It is argued that compulsory requirements have a less positive impact on
employees’ workplace attitudes and behaviors than discretionary organi-
zational policies and practices (Eisenberger et al. 1997; Meyer and Smith
2000). A similar finding has been reported by Nishii et al. (2008), who
noted that employees attributing HRM practices to development or qual-
ity rather than cost reduction or legal compliance are likely to display more
positive employee behaviors such as helping behavior. This is why there
is a need to examine different HRM practices separately. In this study,
we focus on two bundles of discretionary HRM practices, namely, high-
commitment HRM and socially responsible HRM.

High-commitment HRM focuses on personal development, for exam-
ple, training, feedback, mentoring, career and managerial development,
employee participation and involvement, job security, work-life balance,
and health and safety, and is positively related to perceived organizational
support (POS) (Chiang et al. 2011; McClean and Collins 2011). Social
exchange theory (Blau 1964) better explains the social and psychological
process through which high-commitment HRM influences the willingness
of HCN s to help expatriates. Social exchange theory posits that employees
personalize and develop exchange relationships with the organization, and
these relationships are primarily influenced by POS embedded in orga-
nizational policies and practices that address the interests and needs of
employees. POS is defined as employee perceptions of the degree to which
the organization values their contributions and cares for their intrinsic and
extrinsic needs (Eisenberger et al. 1986). When employees perceive strong
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organizational support, they become more willing to do extra task for
the organization. Evoking social exchange theory, we argue that POS is
the underlying mechanism through which high-commitment HRM influ-
ences the willingness of HCNSs to help expatriates.

According to Orlitzky and Swanson (2006) and Shen (2011), socially
responsible HRM practices can be defined as HRM practices that are
adopted to enhance employees’ awareness of and commitment to corpo-
rate social responsibility (CSR), improve employees’ skills, and motivate
employees to engage in CSR activities. Socially responsible HRM may
include emphasizing CSR values in recruitment and selection, providing
CSR training, and taking account of social performance in promotion,
appraisal, and reward processes (Orlitzky and Swanson 2006; Shen 2011).
The adoption of socially responsible HRM is an organizational signal of
commitment to CSR that is now a social norm worldwide (Pfeffer 2010;
Porter and Kramer 2011). Social identity theory (Tajfel 1978; Tajfel and
Turner 1985) proposes that employees’ attitudes and behaviors toward
the organization depend on how they identify with the organization;
organizational identification results from employee perceptions of orga-
nizational support and external prestige. Underpinned by Tajfel’s social
identity theory, we will explore the mediation of organizational identifica-
tion in the relationship between socially responsible HRM and the willing-
ness of HCNs to help expatriates. Organizational identification has been
defined in various ways in the literature. One widely recognized definition
is offered by Ashforth and Mael (1989) that emphasizes the perception of
oneness with and belonging to the organization. Furthermore, past stud-
ies indicate that POS is positively associated with organizational identifica-
tion (Gibney et al. 2011; Sluss et al. 2008). Thus, POS and organizational
identification would sequentially mediate the relationship between high-
commitment HRM and HCNSs’ willingness to help expatriates.

High-Commitment HRM, POS, and Willingness of HCNs
to Help Expatriates

Assistance from HCNs both in the workplace and in the community is
important for expatriates due to the potential stress of moving to and
working in a new country (Arman and Aycan 2013; Varma et al. 2011).
Generally, all employees are expected to exhibit behaviors in the work-
place conforming to the organizational culture and the requirements of
job roles. Because of their national working experience and background,
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HCNs have the relevant role information which is necessary for expatri-
ates to learn in order to become effective members of the organization
(Varma et al. 2011). Assistance from HCNs in the workplace by shar-
ing role information is important for expatriates if they are to succeed
during their international assignments (Mahajan and Toh 2014; Toh and
Srinivas 2012). Outside the workplace, in any particular culture, only cer-
tain behaviors are deemed to be appropriate. In this connection, HCNs
can play two essential roles in assisting expatriates to adjust to a new living
environment. Firstly, HCNs can provide valuable social information to
expatriates to help them understand and conform to social norms (Arman
and Aycan 2013). Secondly, ‘inclusion of expatriates in the HCNs’ friend-
ship and /or interest group would provide moral and emotional help and
would make expatriates feel accepted in their new environment’ (Varma
etal. 2011, p. 354).

HRM practices send ‘strong messages to individuals regarding what the
organization expects of them and what they can expect in return and are
thus indicative of the organization’s intentions’ (Rousseau 1995, p. 162).
Once the organization implements HR practices that reflect investment in
and support for employees, it signals that the organization intends to seek
a social exchange and long-term relationship with its employees (Allen
et al. 2003; Armstrong-Stassen and Schlosser 2010; Edwards 2009).
Employees may see such HRM practices as evidence of positive support
from the organization. It is recognized that high-commitment HRM
practices such as providing job security and opportunities for promotion
and development and caring about employee development and work-life
balance (Chiang et al. 2011), developmental performance appraisal and
training, and competitive pay and benefits (Whitener 2001) are impor-
tant antecedents of POS. High-commitment HRM adopted in subsidiar-
ies demonstrates that the MNE is committed to HCNs in the long term
and is willing to invest in them and genuinely cares about their well-being
and personal or professional development (Shen 2011). In a similar vein,
high-commitment HRM practices adopted in subsidiaries should result in
HCN perceptions of organizational support.

Employees’ attitudes and behaviors toward their organization reflect
employee—organizational social exchange relationships (Purcell and
Hutchinson 2007; Rhoades and Eisenberger 2002). Social exchange
refers to ‘voluntary actions of individuals that are motivated by the returns
they are expected to bring and typically do in fact bring from others’ (Blau
1964, p. 91). Social exchange relationships evolve between employees and
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the organization when the latter provides sufficient support to employ-
ees to develop beneficial consequences. These include positive employee
attitudes and work behaviors toward their organization (Cropanzano and
Mitchell 2005; Rhoades and Eisenberger 2002). In the employee—orga-
nization relationship, individuals in reality do not enter into an exchange
agreement with the organization (Coyle-Shapiro and Shore 2007). Rather,
the representative of the organization is the dyadic partner with whom the
employee interacts (Ferris et al. 2009).

In the MNE context, the HCN-MNE relationship is, to some extent,
reflected in the relationships between HCNs and expatriates. Hence, POS
will result in HCNs’ positive attitudes and behaviors toward the MNE,
such as helping expatriates as co-workers and as representatives of the
MNE. Prior studies indicate that POS mediates the relationship between
HR practices and employees’ positive workplace attitudes and behaviors,
such as helping behavior (Mossholder et al. 2011; Snape and Redman
2010). We expect a similar research finding for high-commitment HRM
in the MNE setting. Therefore, we propose the following hypothesis:

Hypothesis 1 High-commitment HRM is positively rvelated to HCNs® will-
ingness to help expatriates in and outside of the workplace through the medin-
tion of POS.

Socially Responsible HRM, Organizational Identification,
and HCNs’ Willingness to Help Expatriates

Porter and Kramer (2011) argue that creating a shared value with the
broader community by engaging in CSR has become an organizational
obligation as well as an important source of business competitive advan-
tage. As a result, in the last few decades, CSR has increasingly becoming
a key priority for business leaders and a social norm around the world
(Aguinis and Glavas 2012; Pfeffer 2010; Porter and Kramer 2011). In
turn this has led to the performance of MNEs being more thoroughly
examined against CSR-related criteria (Porter and Kramer 2011). A grow-
ing number of organizations adopt socially responsible HRM in order to
effectively implement CSR initiatives (Orlitzky and Swanson 2006; Shen
2011). Through the adoption of effective socially responsible HRM, the
organization signals that it is committed to addressing the needs and inter-
ests of multiple stakeholders beyond financial return (Shen and Benson
2014). The adoption of socially responsible HRM should result in positive
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employee perceptions of the MNE’s conformity to social norms by actively
engaging in CSR. Social identity theory proposes that employees tend to
identify with their organization when it conforms to social norms that
enhance their self-esteem (Ashforth and Mael 1989; Dutton et al. 1994).
Organizational identification is enhanced feelings of belongingness and
psychological attachment to the organization (Dutton et al. 1994; Wan-
Huggins et al. 1998). Therefore, the adoption of socially responsible
HRM should enhance HCNS’ identification with their MNE.

Social identity theory also posits that organizational identification
fulfills employees’ needs for belonging and membership, which in turn
results in positive employee attitudes and behaviors toward the organiza-
tion (Dutton et al. 1994; Kreiner and Ashforth 2004; Pratt 1998; Van
Dick et al. 2004 ). Empirical evidence suggests that organizational identifi-
cation is positively linked to employees’ positive attitudes and behaviors to
their workplace, and positive interactions with other organization mem-
bers are manifested in helping and cooperative or collaborative behaviors
(Dukerich et al. 2002; Knight and Haslam 2010). Thus, when HCNs
strongly identify with their MNE, they will demonstrate positive attitudes
and behaviors concerning the MNE and other organization members
including expatriates. Consequently, HCNs will be more willing to ‘go
the extra mile’ for expatriates, providing support to them in and outside
the workplace. Putting these aspects together, organizational identifica-
tion can be described as an underlying social and psychological process
linking socially responsible HRM and HCNs” willingness to help expatri-
ates. Subsequently, we develop the following hypothesis:

Hypothesis 2 Socially responsible HR M is positively velated to HCNs willing-
ness to help expatriates in and outside the workplace through the mediation of
employee organizational identification.

Sequentinl Mediation of POS and Organizational Identification

Research shows that POS is an important antecedent of organizational
identification (Edwards and Peccei 2010). When organizations care about
employees’ well-being and development, they will feel supported and
valued (Eisenberger et al. 1986). Feeling supported and valued by the
organization makes employees feel that they are being perceived favorably
standing in the organization. In turn their improved self-esteem and self-
worth stimulate organizational identification (Ashforth and Mael 1989;
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Edwards and Peccei 2010). Rhoades and Eisenberger (2002) have sug-
gested that ‘the caring, approval and respect connoted by POS should
fulfill socio-emotional needs, leading workers to incorporate organiza-
tional membership and role status into their social identity’ (p. 699). In a
similar vein, we therefore expect HCNs’ POS from the MNE to be linked
to their organizational identification. As indicted in Hypotheses 1 and 2,
high-commitment HRM is positively related to POS, and both POS and
organizational identification are positively related to HCNs’ willingness
to help expatriates. These relationships constitute sequential mediation of
POS and organizational identification in the relationship between high-
commitment HRM and HCNs’ willingness to help expatriates. Therefore,
we hypothesize the following;:

Hypothesis 3 HCNs” POS and organizational identification will sequen-
tially mediate the velationship between high-commitment HRM and HCNs’
willingness to help expatriates in and outside of the workplace.

Data Collection and Analysis

The data for examining the relationships proposed here were collected
from 485 employees in the 10 case study companies. We sent out 870 sur-
veys and received 475 completed and usable surveys. We performed SEM
to fit our proposed model in order to test the hypotheses. For the detailed
methodology, please refer to Chap. 2.

REsuLTS

Descriptive Statistics

Table 8.1 shows the means, standard deviations, correlations, and reli-
abilities of the variables. The willingness of HCNs to help expatriates had
a high-mid-range mean (5.1) and a wide spread (SD = 2.7) allowing for
prediction. Socially responsible HRM, high-commitment HRM, orga-
nizational identification, and POS were significantly correlated with the
criterion variable in the expected directions, thus providing preliminary
support for our hypotheses.
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The Measuvement Model

We assessed discriminant validity of the measurement model. As shown in
Table 8.2, the five-factor model fitted better than the four-factor model
by combining high-commitment HRM and socially responsible HRM
(Ay%4=153.10, p < .001). The five-factor model also fitted better than
the three-factor model collapsing POS and organizational identification
(Ay%7=311.04, p < .001) and the one-factor model allowing all measur-
ing items to load on a single latent variable (Ay%10=1531.06, p < .001).
These results provided support for using the five constructs as distinc-
tive independent variables, and consequently the five-factor model was
retained for substantial hypothesis tests.

Common Method Variance

Next, we assessed CMV which could have resulted from the use of a single
source of data (Cascio 2012). The six-factor model, which included the
method factor [y%;z0s) = 892.40, p < .001, CFI = .98, TLI = .97, and
RMSEA = .041] had better fit indexes (Ay%s,) = 69.43, p < .001) than
the five-factor measurement model [)?;4, =961.83, p<.001; CFI=.97;
TLI=.96 and RMSEA=.05]. However, the method factor explained only
12.38% of the total variance, which is about half of the variance usually

Table 8.2 Comparisons of the measurement models

Model X2 af CFI TLI  RMSEA
Measurement model 1: five-factor model 961.83 340 97 96 .05

(the proposed conceptual model)

Measurement model 2: four-factor model 111493 344 .88 .86 .09

(high-commitment HRM and socially

responsible HRM were combined,

respectively)

Measure model 3: three-factor model 1272.87 347 .82 81 12
(high-commitment HRM and socially

responsible HRM, and POS and

organizational identification were combined,

respectively)

Measurement model 4: one-factor model 2492.89 350 .66 .64 14
(all items were loaded on a single factor)

Note: POS, perceived organizational support
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observed in prior studies (Williams et al. 1989) and the change to CFI
was only .01 less than the cutoff value of .05 suggested by Bagozzi and
Yi (1990). Therefore, CMYV is unlikely to have distorted the results of the
current study.

Hypothesis Tests

In Hypothesis 1, we were interested in whether POS mediated the rela-
tionship between high-commitment HRM and HCNs’ willingness to help
expatriates when the effect of socially responsible HRM was accounted
for. We first fitted the proposed full mediation model by adding the paths
from the control variables including personality, social categorization, and
demographic variables to HCNs’ willingness to help expatriates. Consistent
with the literature, personality was positively related (Johnson et al. 2003)
and social categorization was negatively related (Toh and DeNisi 2007)
to the criterion variable. With regard to demographics, position and age
were positively related and education was negatively related to the crite-
rion variable, indicating that managerial employees tended to be more
willing to help expatriates. The proposed full mediation model had a rea-
sonably good fit to the data ([} 1117, = 2152.44, p < .001, CFI = 91, TLI
= 91, and RMSEA = .08]. Next, we fitted a partial mediation model by
adding a direct link between high-commitment HRM and HCNSs’ willing-
ness to help expatriates. The partial mediation model had a better fit to the
data [y%1116) = 1930.52, p < .001, CFI = .97, TLI = .96, RMSEA = .06,
Ax*qy=221.92, and p < .001]. The third model we fitted was one with-
out the mediation of POS by removing the direct link between POS and
high-commitment HRM. This model had a poor fit [¥*(;7) = 1947.50,
p < .001, CFI = .85, TLI = .85, and RMSEA = .14] and was rejected.
Therefore, the partial mediation model had the best fit and was retained.
High-commitment HRM had a significant direct impact on HCNs’
willingness to help expatriates (7 = .23, p < .01) and was significantly
related to POS (7 = .41, p < .001) which in turn was significantly related
to the criterion variable (7 = .28, p < .01). The indirect outcome of high-
commitment HRM through the mediation of POS was significant (7 =
11, SE = .03, p < .01). A 95% bias corrected confidence interval using
coefficients estimated from 1000 bootstrap samples did not contain zero
(.07> — <.17) (Shrout and Bolger 2002). Therefore, Hypothesis 1 was
partially supported as POS partially mediated the relationship between
high-commitment HRM and HCNSs’ willingness to help expatriates.
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Hypothesis 2 predicted that organizational identification mediated the
relationship between socially responsible HRM and HCNs’ willingness
to help expatriates. We first fitted the proposed full mediation model that
had a good fit with the data: y%s,) = 1204.20, p < .001; CFI= .97, TLI
= .96, and RMSEA = .05. Next, we fitted a partial mediation model by
adding a direct path involving socially responsible HRM and the criterion
variable. The partial mediation model had a poor fit and fitted with the
data worse than the full mediation model ([}, = 1442.19, p < .001;
CFI = .88, TLI = .87, RMSEA = .11, Ay%1) = 237.99, and p < .001)] and
was rejected. We then fitted a model without the mediation of organiza-
tional identification by removing the path involving socially responsible
HRM and organizational identification. This model had a poor fit [ ¥3(770)
=1927.56, p < .001; CFI = .81, TLI = .80, and RMSEA = .15] and was
also rejected. Therefore, the full model mediation of organizational iden-
tification was the best fit and, for this reason, was retained. SRHRM was
significantly related to organizational identification (7 = .37, p < .001)
which was in turn positively related to HCNs’ willingness to help expatri-
ates (7 = .39, p < .001). The indirect effect of socially responsible HRM
was significant for organizational identification (7= .14, SE = .03, p < .01).
A test with a 95% bias corrected confidence interval using coefficients esti-
mated from 1000 bootstrap samples (Shrout and Bolger 2002) revealed
that the indirect effect did not contain zero (.11> — <.20). Therefore,
Hypothesis 2 received support.

Hypothesis 3 focused on whether POS and organizational identifica-
tion sequentially mediated the relationship between high-commitment
HRM and the willingness of HCNSs to help expatriates. The results indi-
cated that the best model is one where: firstly, high-commitment HRM
is directly and indirectly related to the criterion variable through POS;
and secondly, socially responsible HRM is indirectly related to the crite-
rion variable through organizational identification while controlling for
all the control variables. We first fitted a model with a link between POS
and organizational identification. The model was a good fit with the data:
(1263) = 2323.92, p < .001, CFI = .97, TLI = .96, and RMSEA = .07.
Next, we fitted a model in which the path between POS and organiza-
tional identification was removed. Results showed that the model had a
worse fit than the one with POS and organizational identification linked
[1*(1264) = 2415.03, p < .001, CFI = .91, TLI = .89, RMSEA = .09, Ay?%j,
=91.11, and p < .001]. POS was positively related to organizational iden-
tification (7= .30, p < .01). The indirect effect of high-commitment HRM
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Fig. 8.1 Standardized structural coefficients ( Noze: OI, organizational identifi-
cation; POS, perceived organizational support)

on organizational identification via POS was significant (» = .12, SE =
.02, p < .01). The bootstrap results with a 95% bias corrected confidence
interval using coefficients estimated from 1000 bootstrap samples did not
contain zero (.08> — <.16). The indirect effect of POS on HCNs’ willing-
ness to help expatriates via organizational identification was significant (7
=.12,SE = .02, p < .01). Bootstrap results with a 95% bias corrected con-
fidence interval using coefficients estimated from 1000 samples did not
contain zero (.06> — <.16). Therefore, Hypothesis 3 was supported. The
completely standardized structural coefficients for the theoretical model
are shown in Fig. 8.1.

DiscussioN

HCNs’ assistance to expatriates in and outside of the workplace to a
great extent influences expatriates’ adjustment and work performance
on international assignments and, consequently, contributes to the busi-
ness success of MNEs (Arman and Aycan 2013; Toh and Srinivas 2012;
Varma et al. 2009). This research explores the effects of two bundles of
discretionary HRM practices (i.e. high-commitment HRM and socially
responsible HRM) adopted by MNEs in overseas subsidiaries on HCNSs’
willingness to help expatriates. Results indicate that high-commitment
HRM directly and indirectly influences HCNs’ willingness to help expa-
triates through the mediation of POS. This finding is consistent with the
literature which maintains that high-commitment HRM addresses the
interests and needs of employees and results in employee perceptions of
organizational support, which in turn leads to positive employees’ work-
place outcomes (Chiang et al. 2011; McClean and Collins 2011).
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Socially responsible HRM adopted to implement CSR initiatives and
increase employee awareness of and commitment to CSR indirectly influ-
ences HCNs’ willingness to help expatriates through the mediation of
organizational identification. This finding provides some support for the
explanation offered by Shen and Benson (2014) regarding the mediat-
ing role of organizational identification in socially responsible HRM-
employees’ work attitudes and behavior relationship. Furthermore, this
finding is aligned with studies such as Rupp et al. (2006) and Turban and
Greening (1997), which suggest employees tend to have positive attitudes
toward socially responsible organizations. It is evident that the relation-
ship between high-commitment HRM and HCNs’ willingness to help
expatriates is sequentially mediated by POS and organizational identifica-
tion. This lends support to the literature regarding the link between POS
and organizational identification (see, for example, Edwards and Peccei
2010). Jiang et al. (2012) argue that different HRM practices influence
employee outcomes through different mediating paths and with different
effect strengths. This argument receives some support in this study.

This research contributes to the literature in several ways. Firstly, this
study recognizes that, in addition to being co-workers, expatriates are
viewed by HCNs as representatives of the MNE. As such, when HCNs
help expatriates, they are not only consolidating co-worker behavior but
also positive behavior toward the MNE. This finding further sheds light
on organizational antecedents of HCNs’ attitudes and behaviors toward
expatriates that go beyond personal and intrapersonal factors. Secondly,
this study builds on the IHRM literature by investigating and document-
ing the needs and interests of employees in the international business set-
ting. In this way, the gap in the knowledge on this subject is filled by
examining the impact of high-commitment HRM on the outcomes of
HCNs in the international business scenario. Thirdly, this study adds to
the knowledge base of the IHRM literature by discussing in detail the
integration of IHRM and CSR. Finally, we explored the mediation of POS
and organizational identification in the relationships of high-commitment
HRM and socially responsible HRM with HCNSs’ willingness to help expa-
triates. These mediation relationships have not been studied previously in
the IHRM literature and this study makes a contribution by developing a
better understanding of social and psychological processes of HRM in the
MNE context.
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CONCLUSION

In this chapter, we propose and test a model that HCNs’ willingness to
help expatriates is influenced by IHRM practices in international sub-
sidiaries of MNEs. Results of analyzing the data collected from Chinese
subsidiaries of the case study South Korean MNEs showed that high-
commitment HRM practices directly and indirectly influence HCNS’
willingness to help expatriates through the mediation of POS. Socially
responsible HRM indirectly influences the criterion variable through the
mediation of organizational identification. Moreover, POS and organiza-
tional identification sequentially mediate the effect of high-commitment
HRM on HCNs’ willingness to help expatriates. These findings shed some
light on organizational antecedents that go beyond personal and intrap-
ersonal factors of HCNs’ attitudes and behaviors toward expatriates. It
can therefore be stated that this study helps us to understand the effects
of ITHRM on employees. The next chapter will conclude the book by dis-
cussing the theoretical contributions, the managerial implications of the
research findings, limitations of this study, and future research directions.
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CHAPTER 9

Conclusions

INTRODUCTION

We have discussed in the previous chapters IHRM policies and practices
(including international statfing, training and development, performance
appraisal, and reward and compensation), the use and management of
non-traditional expatriates, and the impact of IHRM on employees who
work for South Korean MNEs in China. In this concluding chapter, we
concentrate on this study’s theoretical and practical implications. The
chapter is structured as follows: first, the research questions will be revis-
ited; and second, theoretical contributions of the research findings will
be evaluated. This is followed by addressing the practical implications for
MNEs. Subsequently, limitations of this research and suggested future
research directions for this topic will be explored. Finally, this chapter fin-
ishes with an overall conclusion on the major themes covered here.

RESEARCH QUESTIONS REVISITED

This book has aimed to explore how South Korean MNEs manage people
in their Chinese subsidiaries. In particular, we have discussed international
staffing, training and development, performance appraisal, reward and
compensation, and the use and management of non-traditional expatriates.
Furthermore, the book investigates the impacts of IHRM on employees’
work outcomes, that is, HCNs’ willingness to help expatriates. To achieve
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the research objectives, the study firstly addresses the following question:
How do South Korean MNEs manage people in their Chinese subsidiaries?
This question relates to international recruitment and selection, training
and development, performance appraisal, reward and compensation, and
the use and management of non-traditional expatriates. Therefore, we
have developed five sub-questions and they are presented in more detail
below.

The first sub-question is: What are the South Korean MNEs’ approaches
to international vecruitment and selection and associated foctors in their
Chinese subsidiaries? This question was addressed in Chap. 3. The research
shows that the sample MNEs tended to adopt one-way selection by assign-
ing international assignments to employees. The case study MNEs in gen-
eral adopted the polycentric approach to international staffing in China.
This finding does not support previous research, such as Paik and Sohn
(1998), which suggested South Korean MNEs normally adopt the ethno-
centric approach to international staffing. The case study South Korean
MNE:s used expatriates in their Chinese subsidiaries for a wide range of
reasons, including control, communication and technology, and knowl-
edge transfer. These reasons have been reported in previous international
staffing studies (e.g. Shen 2006). The criteria for selecting expatriates in
the case study South Korean MNEs focused on job expertise, job perfor-
mance, communication skills, cultural empathy, and personality. Similarly,
these criteria have been regarded as important, and utilized by American,
European, Australian, and Chinese MNEs (e.g. Shen and Edwards 2004 ).
Moreover, the sample MNEs provided some support for repatriates’ relo-
cation, but paid inadequate attention to repatriates’ cultural adjustment
and career development. Such negligence is often encountered in other
national MNE:s, such as those of Australia (Newton et al. 2007) and China
(e.g. Shen and Edwards 2004 ).

The second sub-question is: How do South Korean M NEs manage inter-
national training and development in their Chinese subsidiaries and what
are the influencing factors? Chapter 4 addresses this research question.
Our study revealed that inadequate, low-rigor pre-departure CCT was
provided to expatriates in the case of South Korean MNEs. This finding
is consistent with the prevailing literature suggesting that MNEs world-
wide fail to provide adequate pre-departure CCT (e.g. Baumgarten 1995;
Dowling et al. 2013; Gamble 2000; Shen and Darby 2006; Tung 1982;
Welch 1994). This research also suggests that the case study South Korean
MNE:s paid significant attention to language training, but provided limited
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post-arrival training to expatriates. This is due to the fact that there are
cultural and institutional similarities between South Korean and China
in any case, which made CCT less important. In addition, the case of
South Korean MNE:s preferred to recruit expatriates who either had pre-
viously lived in China or had some knowledge of or familiarity with the
Chinese language and culture, thus making their adaptation much easier.
The sample MNEs offered extensive safety training only to HCN produc-
tion workers but not to non-production workers. This finding does not
support previous research (e.g. Lansbury et al. 2006) reporting that South
Korean MNEs provided extensive training to local employees. We further
found there was a lack of career development planning for expatriates in
the case study MNEs. It is important to note that past research is incon-
sistent on this issue. For example, while Lansbury et al. (2000) reported
that South Korean MNEs do not pay adequate attention to employee
career development, Kim and Slocum (2008) argued that South Korean
MNE:s in the US provided great opportunities for career development to
expatriates. The national cultural view and relative strength effect, i.e. the
relative economic strengths and contextual differences between China and
South Korea, can explain why South Korean MNEs adopt such practices
in China.

The third sub-question is: How do South Korean M NEs manage interna-
tional performance appraisal in their Chinese subsidiavies and what are the
influencing factors? Chapter 5 addresses this research question. It is found
that the case study MNEs adopted home-based performance appraisal
procedures and methods when evaluating expatriates’ work. This find-
ing receives some support from previous studies (e.g. Taylor et al. 2001).
The results also show that an integrated approach (i.e. the integration
of localization and ethnocentric approach) was used to evaluate HCNSs’
performance. This finding supports Zou and Lansbury’s (2009) research.
The major performance appraisal criteria for both expatriates and HCNs
include work performance, work attitudes, and competence, which is con-
sistent with Lansbury et al. (2006) and Taylor et al.’s (2001) research.
Finally, we found that unlike Chinese MNEs, South Korean MNEs pro-
vided feedback including written feedback during appraisal interviews.
This confirms that South Korean MNEs are ethnocentric in providing
employee feedback and this lends some support to Zou and Lansbury’s
(2009) research. These approaches can be attributed to the previously
mentioned relative strength effects.
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The fourth sub-question is: What are the South Korean MNEs’
approaches to international rewavd and compensation, and associated fac-
tors in their Chinese subsidiariess As shown in Chap. 6, the compensation
package for expatriates and HCNs included base pay, performance-based
pay, allowances, and benefits. In particular, the sample MNEs transferred
their home-oriented base salary, performance-related pay, and allowances
and benefits practices for expatriates to their Chinese subsidiaries. For
HCNs, the sample MNEs tended to adopt an integrative approach to
their base salaries and performance-related pay, and a localized approach
to allowances and benefits. It is argued in our study that the relative
strength of home and host country’s economy impacts on the interna-
tional reward and compensation approaches adopted by the case of South
Korean MNEs operating in China. That is, the transfer or localization
is due to the relative dominance of home/host country’s economic and
technological advancement.

The fifth sub-question is: How do South Korean MNEs manage non-
traditional expatriates in China? Chapter 7 addresses this research ques-
tion, the results of which indicate that utilizing non-traditional expatriates
has increased in the case study MNEs over the last decade. This finding is
consistent with a number of industry surveys showing MNEs worldwide
have increasingly used non-traditional expatriates (e.g. KPMG 2010). The
reasons for doing this in the sample MNEs include: cost-effectiveness,
flexibility, knowledge transfer, and management control, and these have
been confirmed by previous research (e.g. Mayerhofer et al. 2004).
Furthermore, the way the case South Korean MNEs manage expatriates is
different from non-traditional expatriates. For example, the sample MNEs
did not have formal and systematic recruitment and selection policies for
non-traditional expatriates; however, they had formulated and designed
written policies for traditional expatriates.

The second research question addresses the relationship between IHRM
and HCNs’ willingness to help expatriates and the underlying mechanisms.
In order to answer research question 2, three hypotheses were developed.
The hypotheses are linked to the relationships of high-commitment HRM
and socially responsible HRM with HCNs’ willingness to help expatriates
in and outside of the workplace and the sequential mediation of POS and
employee organizational identification. While Research Question 1 was
addressed by analyzing the data collected through interviews, Research
Question 2 was answered by examining the survey data. The results indi-
cate that high-commitment HRM influences HCNs’ willingness directly
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and indirectly through the mediation of POS. This finding has found
support from previous research suggesting that high-commitment HRM
which addresses employees’ needs and interests leads to positive employee
outcomes (Chiang et al. 2011; McClean and Collins 2011). Moreover,
socially responsible HRM influences HCNs’ willingness to help expatri-
ates indirectly through the mediation of organizational identification. This
finding is consistent with Shen and Benson (2014) who concluded that
organizational identification mediates the relationship of socially respon-
sible HRM with employees’ work attitudes and behaviors. Furthermore,
it emerged that high-commitment HRM and HCNs’ willingness to help
expatriates is sequentially mediated by POS and organizational identifi-
cation. This is consistent with the literature regarding the relationship
between POS and organizational identification.

THEORETICAL CONTRIBUTIONS

There is limited research on examining IHRM policies and practices of
South Korean MNEs (Kang and Shen 2014). Given their competitive sta-
tus in the global market and the growing interest in exploring IHRM
derived from emerging MNE:s, there is a great need for more studies on
the topic. Moreover, little is known about how IHRM affects employee
outcomes. In particular, this research is pioneering in examining the
effects of IHRM on HCNSs’ willingness to help expatriates who represent
MNE:s. As such, the current research makes several important theoretical
contributions.

Firstly, there is limited research on how South Korean MNEs recruit
and select expatriates and HCNs. To date only five studies have exam-
ined staffing issues in South Korean MNEs and they mostly concentrated
on recruiting and selecting HCNs. Hence, the current research fills this
important literature gap by exploring a number of important issues includ-
ing the staffing approach and its associated factors, expatriates’ selection
criteria and procedures, and repatriation management. An analysis of South
Korean MNESs’ staffing practices in China is an important step toward
understanding their global staffing practices and helps to understand how
non-Western MNEs manage international staffing. This research therefore
has the potential to contribute to the international staffing literature.

Secondly, international training and development is also an under-
researched topic in the IHRM literature; hence, the current research adds
to the knowledge base of the international HRM literature. The sample
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South Korean MNEs provided limited, low-rigor CCT to expatriates.
In alignment with the existing literature, it can be suggested that it has
likely become commonplace for MNEs not to provide adequate, high-
rigor CCT. A major reason for MNEs not providing adequate, high-rigor
pre-departure CCT is the common belief among senior managers that
such training is of little use, or it is simply lacking. However, academics
insist that pre-departure CCT is important and they continue to advocate
the provision of extensive, high-rigor pre-departure CCT. Based on the
findings of this study and taking into account what the existing literature
generally suggests, we tend to believe that choosing people who have prior
knowledge and experience of host-country cultures and providing regu-
lar post-arrival training would make pre-departure training less necessary.
In today’s modern society, people have access to advanced information
technology through which they learn about different cultures, customs,
and traditions. This considerably reduces the significance of pre-departure
CCT. We therefore call for more studies to re-examine the practices and
importance of pre-departure CCT and the relative impact of pre-departure
training, post-arrival training, and expatriates’ selection criteria on expa-
triates” adjustment and work performance in international assignments.
Therefore, our study provides some insight into the importance of pre-
departure training.

This study helps to better understand the linkage between expatriation
and management development. The sample MNEs did not develop formal
career development plans for expatriates. We suspect that if this is the case,
international experience may be regarded as less significant when expatri-
ates work in developing or underdeveloped countries. However, this find-
ing could be Korea-specific and needs to be further examined in studies
conducted in cross-cultural contexts. Furthermore, our study provides a
new perspective to understand MNEs’ decisions on training for expatri-
ates. The South Korean MNEs in our sample provided extensive language
training to expatriates prior to departure and post-arrival. Hence, there
is the possibility that, when the need for some training is not apparent,
MNEs may allocate more resources to other training programs. This find-
ing is worth further empirical exploration.

Thirdly, there is a paucity of research exploring international perfor-
mance appraisals (Festing et al. 2012). By exploring international perfor-
mance appraisals of both HCNs and expatriates, this research adds to the
knowledge base on the international appraisal literature. Little research
has thus far explored the international performance appraisal practices of
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South Korean MNEs. A review of the literature has unearthed only three
studies, namely Lansbury et al. (2006), Taylor et al. (2001), and Zou
and Lansbury (2009), which provided some empirical data on appraisal
practices of South Korean MNEs. However, none of the three studies
extensively explored performance appraisal practices for expatriates. This
research helps to fill this literature void. Most importantly, this study is
one of the few that explores the approaches to international performance
appraisal practices and analyzes the underlying factors. One interpretation
of why South Korean MNEs adopt the ethnocentric approach to manage
international performance appraisal practices is the relative strength effect.
This finding provides some support to Pudelko and Harzing (2007), who
advocated that MNEs originating from advanced economies, where the
best management practices are supposed to exist (Smith and Meiksins
1995), and HCNs in underdeveloped or developing countries may be
more likely to expect MNEs originating from advanced economies to
manage people differently from local companies by bringing in the best
practices. The Korean economy (i.e. a developed economy) enjoys relative
strength over the Chinese economy (i.e. a developing economy). South
Korean MNEs may believe their home appraisal practices to be superior to
those of Chinese firms, and therefore, more suitable for their Chinese sub-
sidiaries despite the apparent cultural and institutional differences between
the two countries.

Fourthly, we investigated the international reward and compensation
system of South Korean MNEs in China, and the empirical findings con-
tribute to the literature in three ways. (1) International reward and com-
pensation is under-researched; the extant literature is mostly derived from
studies of MNEs originating from Western, developed economies. Little
research has been devoted to non-Western MNEs. Therefore, by explor-
ing international reward and compensation policies and practices of South
Korean MNE:s in China, this study extends the IHRM literature. (2) The
existing IHRM literature does not differentiate the approaches to reward
and compensation for different nationalities, and to different components
of reward and compensation practices. This study revealed that the sample
MNE:s adopted differentiated approaches to managing reward and com-
pensation for expatriates and for HCNs, and to different components of
reward and compensation, for example, focal pay or peripheral pay. This
finding helps to develop a better understanding of MNE approaches to
international reward and compensation. (3) The extant literature is widely
divided in relation to the reasons MNEs transfer or localize IHRM policies
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and practices, while the particular literature on international reward
and compensation is largely lacking. Our study provides some support
to, but does not entirely agree with, both the predominant views in the
IHRM literature: the national culture model (Bloom et al. 2003; Vo and
Stanton 2011) and the dominance effect model (Pudelko and Harzing
2007; Smith and Meiksins 1995). We suggest that: firstly, relative eco-
nomic strength has a dominant effect on focal components of reward and
compensation for expatriates; and secondly, cultural differences have a
dominant effect on peripheral components for HCNs. Relative economic
strength and cultural differences have an interactive effect on peripheral
components of compensation practices for expatriates and on focal com-
ponents for HCNs. Thus, our study extends institutional theory and sheds
some new light on the factors influencing MNE decisions to transfer or
localize ITHRM practices.

Fifthly, we also explored the use and management of non-traditional
expatriates of South Korean MNEs in China, which are the groups that
been defined differently from traditional, long-term expatriates. The
research contributes to the IHRM literature in three important ways. By
focusing on non-traditional expatriates in South Korean MNEs, it has
added significantly to the knowledge base of the IHRM literature as it is
one of the first to examine MNEs in the rapidly expanding Asian region.
By undertaking detailed interviews with representatives of South Korean
MNE:s operating in China, a rich source of data was obtained which is not
normally possible with survey data. South Korean MNEs are structured
quite differently from their Western counterparts and the findings that
South Korean MNEs behave in a similar fashion to other MNEs with
regard to managing expatriates suggest a convergence of managerial prac-
tices, at least in the management of FDI ventures. Moreover, there is lim-
ited research identifying the trend in using non-traditional expatriates in
MNE:s with research typically failing to make the distinction between non-
traditional and the more traditional expatriates.

The current study demonstrated that there is an increasing reliance on
using non-traditional expatriates in the sample South Korean MNEs. This
suggests a convergence in MNE expatriates’ practices. Furthermore, there
is limited empirical research exploring the management of non-traditional
expatriates (e.g. Tahvanainen et al. 2005). The current research investi-
gated how South Korean MNEs manage non-traditional expatriates in
China by examining the selection, training, performance appraisal, and
reward and compensation perspectives. This addresses an important gap in
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the literature, and the findings suggest that little thought has been given
to accommodating the unique aspects of this form of expatriation.

Finally, this study investigated the impacts of IHRM policies and prac-
tices on employee outcomes, in particular, HCNs> willingness to help
expatriates. The derived empirical results contribute significantly to the
IHRM literature. Previous studies on antecedents to HCNs’ attitudes and
behaviors toward expatriates focused on the predictive power of personal
and intrapersonal factors, such as personality and social categorization
(Arman and Aycan 2013; Caligiuri 2000; (Toh & DeNisi 2007); Varma
et al. 2009, 2011). These predicting factors were conceptualized in con-
texts in which expatriates and HCNs were viewed more as co-workers
(Toh and Srinivas 2012). This study nevertheless recognizes that, in addi-
tion to being co-workers, expatriates are also viewed by HCNSs as repre-
sentatives of the MNE. As such, HCNs’ help provided to expatriates is
not only helping co-worker behavior but also positive behavior toward
the MNE. The finding that high-commitment HRM and socially respon-
sible HRM predict HCNs’ willingness to help expatriates through either
HCNs’ perceptions of organizational support or organizational identifica-
tion sheds light on organizational antecedents of HCNs’ attitudes and
behaviors toward expatriates. It is evident that these go beyond personal
and intrapersonal factors.

This study is innovative as it took into account the needs and interests of
employees in the international business setting. The IHRM literature has
advanced significantly during the last three decades (Dowling et al. 2013).
The most important advance made to date is the development of strategic
THRM models that address MNEs’ needs for strategic integration, local
responsiveness, and global coordination simultaneously (De Cieri and
Dowling 2012; Schuler et al. 1993; Taylor et al. 1996). However, the
needs and interests of employees have been largely neglected in the IHRM
literature (Shen 2011). The last few decades have witnessed the develop-
ment of a broader view among HRM scholars which includes employees’
interests, needs, and well-being beyond the basic business requirements
for profits and growth (e.g. Chiang et al. 2011; McClean and Collins
2011). Comparatively, the IHRM literature has lagged behind in this
regard (Shen 2011). This study helps to fill this gap by examining the
effect of high-commitment HRM on the outcomes of HCNs in the inter-
national business setting.

The strategic ITHRM literature has also neglected the interests and needs
of external stakeholders (Shen 2011). The concept of socially responsible
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HRM that addresses this limitation by integrating HRM with CSR has
received growing research attention (Shen 2011). This is the first study
to examine the employee outcomes of socially responsible HRM in the
MNE context. In doing so, it adds to the knowledge base of the IHRM
literature regarding the integration of IHRM and CSR. Moreover, there
is a debate as to whether organizational social performance is at the cost
of organizational financial and economic performance (Peloza and Shang
2011). This research provides evidence that socially responsible HRM is
positively related to HCNs’ willingness to help expatriates. Given that
expatriates’ success is crucial to an MNE’s international business success,
socially responsible HRM is likely to contribute to successful organiza-
tional financial and economic performance. This positive finding is a con-
tribution to this debate.

Since the late 1980s, many HRM scholars have called for more studies
to unlock the ‘black box’ of HRM due to its complex and changing nature
(Mossholder et al. 2011; Jiang et al. 2012). More research is needed—
especially in the MNE context. Building on social exchange theory (Blau
1964) and social identity theory (Tajfel 1978; Tajfel and Turner 1985),
we explored the mediation of POS and organizational identification in the
relationships of high-commitment HRM and socially responsible HRM
with HCNs’ willingness to help expatriates. These mediation relationships
have not been previously studied in the IHRM literature and this study
makes a contribution by developing a better understanding of social and
psychological processes of IHRM in the MNE context.

MANAGERIAL IMPLICATIONS

The current research has significant implications for South Korean manag-
ers as well as for managers in other national MNEs. International staffing
plays a key role in innovation, organizational learning, corporate inte-
gration, and management development in MNEs and therefore affects
organizational performance and long-term sustainability (Collings et al.
2009). The findings of this study have significant implications for South
Korean MNE:s as well as for other national MNEs. MNEs need to consider
employees’ willingness to take up international assignments and family
issues in expatriates’ recruitment and selection. The ‘two-way selection
approach’ would enable MNEs to recruit qualified and willing expatri-
ates. Previous overseas experience should be considered as an important
expatriate selection criterion as it is a key factor determining expatriates’



CONCLUSIONS 223

success (Tung 1981; Harvey and Buckley 1998; Dowling et al. 2008).
MNE:s should pay more attention to repatriation management, especially
with regard to career development. South Korean MNEs should take the
advice offered by Lazarova and Cerdin (2007), who argued that it is to
everyone’s benefit to sign a repatriate agreement with the expatriate can-
didate to guarantee a suitable position upon his/her return, and provide
realistic job previews for expatriates before they come home (Feldman and
Thomas 1992). This practice will negate disappointment and unrealistic
expectations.

The sample MNEs provided inadequate, low-rigor pre-departure CCT
and leadership training to expatriates, inadequate on-the-job training to
HCNs, and limited management development schemes and opportuni-
ties to both expatriates and HCNs. This deficiency has a negative impact
on expatriates’ adjustment to new working and living environments and
on organizational commitment and retention among both expatriates
and HCNs. To address this problem, MNEs should analyze the need for
pre-departure training. If the need is identified, high-rigor training pro-
grams, for example, short-term assignments and host-country visits, may
be offered. The current study shows that post-arrival training can reflect
expatriates’ experience and be effective when adjusting to new environ-
ments. MNEs hence should provide regular post-arrival training to expa-
triates. Given the linkage between management development practices and
expatriates’ /repatriates’ retention (Dowling et al. 2013), MNEs should
develop well-designed management development programs for expatri-
ates, including mentoring during expatriation and position arrangement
upon repatriation. Moreover, MNEs rely heavily on HCNs to manage
business matters in foreign operations. With this in mind, MNEs should
pay more attention to developing HCN managers by providing HCNs
with more opportunities for promotion and individualized management
development plans. This would help attract and retain high-caliber local
talent.

In addition, MNEs always need to make critical decisions on approaches
to their international performance appraisal practices. The overwhelming
advice from academics so far is to localize, as localization is believed to
have many benefits for MNEs. However, the findings of this study suggest
that it is more important for MNEs originating from advanced economies
to adopt international performance appraisal approaches with their own
characteristics, reflecting the national institutional influences of their own
home countries. For MNEs originating from less developed economies, it
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is important that they analyze their management strengths and the accept-
ability of their appraisal practices to HCNs when selecting approaches to
international performance appraisals. However, it should be noted that
the transfer of the home system may not be always successful due to the
lack of local employees’ support and high cultural discrepancies (e.g. Chen
and Eldridge 2010; Pudelko and Harzing 2007; Vo and Stanton 2011).
Hence, we suggest that MNEs consider adopting integrative approaches
to managing international performance appraisals for both expatriates and
HCNE.

Furthermore, international reward and compensation influences the
work attitudes and behaviors of both expatriates and HCNs, and the
international performance of MNEs. Accordingly, MNEs should formu-
late and implement effective international reward and compensation poli-
cies. Based on the findings of this study, MNEs should take into account a
range of factors when making decisions about approaches to international
reward and compensation. We suggest that when the home economy is
relatively more dominant than the host economy, MNEs should consider
adopting the home-oriented approach to focal reward and compensation
for expatriates. Although MNEs may not have to pay HCNs at the same
standards as for expatriates, they need to be aware of pay differentials
between expatriates and HCNs due to the fact that large pay disparity
is a major reason for job dissatisfaction among HCNs and HCNs’ seri-
ous intentions to leave a company. We also suggest MNEs consider host
contexts, such as traditions, when deciding their approach to managing
peripheral components of reward and compensation for both expatriates
and HCNs. For instance, in many Asian cultures, employers distribute
presents to employees at traditional festivals. Chinese companies normally
provide employees with transport allowances to compensate for commut-
ing costs. Western MNEs operating in Asia should respect these tradi-
tions. Otherwise, job dissatisfaction may occur, resulting in talent losses
and poorer company performance.

The current research also provides some suggestions for MNEs manag-
ing non-traditional expatriates. Consistent with the findings of Western
studies (Suutari et al. 2013; Tahvanainen et al. 2005), our case study
MNE:s did not undertake a formal recruitment and selection process for
non-traditional expatriates. As Suutari et al. (2013) suggested, a lack of for-
mal recruitment and selection process has a negative impact on short-term
expatriates and the company as a whole. At the very least, it would suggest
that in many cases an inferior assignee would be appointed. We therefore
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recommend that MNEs should adopt a formal internal recruitment and
selection system for non-traditional assignments. This will allow for inter-
ested candidates to compete for international assignments. In addition to
expertise and experience, family issues should be considered in selection as
they can be a major stressor for non-traditional expatriates (Dowling and
Welch 2004). Many non-traditional expatriates were found to have no
prior international experience and would thus benefit from programs such
as pre-departure cross-cultural training. Whilst such programs are typically
not available, we would suggest that MNEs consider introducing such
training on a formal basis. Ideally, such programs would include families
as they can help non-traditional expatriates to adjust to new cultures in a
number of important and more subtle ways. Using managers in subsid-
iaries as raters for non-traditional expatriates and performance appraisals
which are conducted on a project basis can increase appraisal accuracy and
objectivity. As such, we recommend this practice to all MNEs who also
should provide support to non-traditional expatriates while on interna-
tional assignments. Our study along with the existing Western literature
shows that non-traditional expatriates are all paid in the home country.
Given the short nature of assignment durations, we believe this compensa-
tion practice is appropriate. However, allowances should vary according to
the host country, assignment type, and duration. Support for family visits
or relocation may also be a useful program for non-traditional expatriates,
even where assignments may be relatively short, as this will help garner
family support which in turn should improve the assignees” performance.

Finally, this research has demonstrated the predictive power of high
commitment HRM and socially responsible HRM with regard to HCNs’
willingness to help expatriates. This finding has significant implications for
managers in MNEs. The assistance of HCNs within and outside the work-
place is essential to expatriate success (Caligiuri et al. 1999; Farh et al.
2010; Varma et al. 2011). Therefore, to promote HCNs’ willingness to
help expatriates, MNEs should formulate and adopt appropriate IHRM
policies and practices. MNEs should also adopt high-commitment HRM
practices by addressing the interests and needs of both employees and
external stakeholders, rather than focusing solely on strategic integration
and financial performance.

MNE:s also need to comply with both host-country labor laws and inter-
national labor laws with regard to the use of labor, working conditions
(e.g. workplace health and safety), working hours, and pay. Moreover,
MNE:s should consider ‘going beyond’ local labor laws with regard to
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issues such as job security, work-life balance, equitable and competitive
pay, and opportunities for personal development, training, and involve-
ment in decision-making. These discretionary HRM practices should
increase employees’ POS and, consequently, increase employees’ willing-
ness to do extra for the MNE such as helping expatriates.

Given that CSR has become a social norm in the advanced economies,
MNE:s should also adopt socially responsible HRM by emphasizing per-
sonal CSR values in recruitment and selection, providing CSR training
to improve employees’ skills and awareness to engage in CSR activities
and increase CSR cognition, properly appraising employees’ social perfor-
mance and linking social performance to promotion and financial rewards.
These HRM practices will result in POS and organizational identification,
which are positively related to HCNs” willingness to help expatriates as
well as a wide range of other employee and organizational work outcomes,
as many studies have suggested (Allen et al. 2003; Dukerich et al. 2002;
Knight and Haslam 2010; Purcell and Hutchinson 2007).

LIMITATIONS AND FUTURE RESEARCH DIRECTIONS

The current research has several limitations that should be addressed
in future studies. First, the sample size in this study is small; only ten
South Korean MNEs participated in this research. Future research should
employ a larger sample of MNEs operating in many countries or regions
to increase the generalizability of the research findings. Larger samples are
also necessary for (e.g. more than 30 firms) conducting multi-level model-
ing which will enable researchers to aggregate socially responsible HRM
to the organizational level so it takes into account the organizational con-
textual effects. This study is a first step to exploring the micro effects of
CSR in the IB context. A range of employee consequences of CSR are
worth exploring, such as employees’ organizational commitment, job sat-
isfaction, in-role and extra-role performance, ethical and social behavior,
and creativity—all of which have a potentially significant effect on MNE
performance. It has recently been argued that there is a need for multi-
level conceptualization and analysis in CSR research (Aguinis and Glavas
2012). A similar call has been made with regard to HRM research (Ostroft
and Bowen 2000; Shen 2016). In addition, future IB and THRM studies
should also consider multi-level modeling. More specifically, when explor-
ing the effects of socially responsible HRM /high-commitment HRM,
it should be conceptualized as an organization-level construct because
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HCNs’ attitudinal responses are not independent of MNEs’ contextual
effects.

Secondly, the interview data were collected mainly from manage-
rial employees. However, non-managerial employees may have different
insights into IHRM policies and practices. For this reason, future studies
should consider collecting data from a wider range of employee sources.

Thirdly, the data were collected mainly from local subsidiaries. Due to
the possible incongruence regarding goals between subsidiaries and head-
quarters (Dowling et al. 2008), the perceived HR practices (e.g. staffing)
of subsidiary managers may differ from that of their company’s headquar-
ters. Hence, future studies should collect data from both subsidiaries’ and
headquarters’ points of view toward IHRM policies and practices adopted
by subsidiaries.

Fourthly, this research was conducted in two national contexts—South
Korea and China. China is the only host country with a national culture
that is very similar to South Korean culture. Although no theories or lit-
erature suggest that this study’s findings may not be applicable in other
national contexts, it would be helpful to replicate this research in other
settings, such as with multiple foreign MNEs in a single host country,
multiple foreign MNEs in multiple host countries, and MNEs from less-
developed economies investing in developed economies. Furthermore, it
would be useful to replicate this study in cross-cultural contexts where
there are different CSR standards and employees’ needs. Future research
to test this assumption is recommended.

Finally, although common method bias was not a pervasive problem
in this study, the risk of such bias still exists due to the use of self-report
and single-sourced data. One way to resolve this issue is to collect data
from multiple sources, including expatriates, HCNs, supervisors, and
co-workers. This is especially important if the outcome variables are
employees’ work behaviors and performance. In addition, this study used
cross-sectional data. As a result, potential reverse causality cannot be com-
pletely ruled out. We therefore suggest that future research utilize longi-
tudinal data to explore the effect of change to HRM systems on HCNSs’
attitudes and behavior toward expatriates that may change over time.

CONCLUDING REMARKS

This study explores the IHRM policies and practices South Korean MNEs
adopted in their Chinese subsidiaries and the effect of IHRM practices
on the willingness of HCNs to help expatriates. The staffing practices
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that South Korean MNEs operated in China could be characterized as: a
polycentric-tendency staffing approach, ‘one-way selection’ of expatriates,
major selection criteria being job expertise, job performance, communi-
cation skills, cultural empathy and personality, and localized approach of
recruiting and selection HCNs. There was a lack of repatriation manage-
ment, little support has been provided to repatriates’ relocation, and little
attention has been paid to repatriates’ career development.

The sample South Korean MNEs provided expatriates with extensive
language training prior to departure and following arrival, but inadequate
and low-rigor cross-cultural training. Limited training was provided to
HCN production and office workers. The sample South Korean MNEs
paid little attention to management development to both expatriates and
HCNs, which had a negative effect on employees’ organizational commit-
ment and retention. South Korean MNEs tended to adopt an integrated
approach to HCNSs’ training and development. This finding provides
some support to the national cultural view and relative strength theory.

The sample South Korean MNEs standardized their performance
appraisal practices in their Chinese subsidiaries, and that this approach
can be attributed to the relative strength effect. Based on the findings of
this study, the standardized approach may be most appropriate for MNEs
originating from advanced economies for operations in less developed
countries. The sample MNEs adopted different approaches to reward
and compensation for expatriates and HCNs, and to focal and periph-
eral components of reward and compensation. The transfer of reward and
compensation is due to the relative strength of the home economy over
the host economy. In the meantime, the localization tendency of reward
and compensation resulted from contextual differences such as economic
development and cost of living.

Utilizing non-traditional expatriates has been on the rise in the sam-
ple MNEs, and they undertook similar roles to the long-term expatri-
ates including control, problem-solving, management development, and
knowledge transfer. It is evident that formal and systematic policies were
lacking when it came to selecting, training, evaluating, and rewarding
non-traditional expatriates.

High-commitment HRM directly and indirectly influences HCNs* will-
ingness to help expatriates through the mediation of POS. Socially responsi-
ble HRM indirectly influences HCNs’ willingness to help expatriates through
the mediation of organizational identification. In addition, the relationship
between high-commitment HRM and HCNs’ willingness to help expatri-
ates is sequentially mediated by POS and organizational identification.
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