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INTERNATIONAL HRM
The emphasis throughout this book has been on HRM as it is practice in organizations in the United States.  But many of these firms also engage in international trade.  A large percentage carry on their international business with only limited facilities and representation in foreign countries.  Others, particularly Fortune 500 corporations, have extensive facilities, and personnel in various countries of the world.  Managing these resources effectively, and integrating  their activities to achieve global advantage, is a challenge to the leadership of these companies.


We are quickly moving toward a global economy. While estimates vary widely, ap​proximately 70 to 85 percent of the U.S. economy today is affected by international competition. Recent popular books have suggested that many U.S. companies need to reassess their approach to doing business overseas, particularly in the area of managing human resources. To a large degree, the challenge of managing across borders boils down to the philosophies and systems we use for managing people. In this chapter we will observe that much of what is discussed throughout this text can be applied to foreign operations, pro​vided one is sensitive to the requirements of a particular international setting.


The first part of this chapter presents a brief introduction to international business firms. In many important respects, the way a company organizes its international opera​tions influences the type of managerial and human resources issues it faces. In additioft1 we briefly describe some of the environmental factors that also affect the work of man​agers in a global setting. Just as with domestic operations, the dimensions of the environ​ment form a context in which HRM decisions are made. A major portion of this chapter deals with the various HR activities involved in the recruitment, selection, development and compensation of employees who work in an international setting. Throughout the discussion the focus will be on U.S. multinational corporations.

Managing Across Borders
International business operations can take several different forms. Figure 19-1 shows four basic types of organizations and how they differ in the degree to which international activities are separated to respond to the local regions and integrated to achieve global efficiencies. The international corporation is essentially a do​mestic firm that builds on its existing capabilities to penetrate overseas markets. Companies such as Honda, General Electric, and Procter & Gamble used this approach to gain access to Europe-they essentially adapted existing products for overseas markets without changing much else about their normal operations.2

(insert Figure 19-1: Types of Organizations)


A multinational corporation (MNC) is a more complex form that usually has fully autonomous units operating in multiple countries. Shell, Philips, and ITT are three typical MNCs. These companies have traditionally given their foreign subsidiaries a great deal of latitude to address local issues such as con​sumer preferences, political pressures, and economic trends in different regions of the world. Frequently these subsidiaries are run as independent companies, with​out much integration. The global corporation, on the other hand, can be viewed as a multinational firm that maintains control of operations back in the home office. Japanese companies such as Matsushita and NEC, for example, tend to treat the world market as a unified whole and try to combine activities in each country to maximize efficiency on a global scale. These companies operate much like a domestic firm, except that they view the whole world as their marketplace.

Finally, a transnational corporation attempts to achieve the local respon​siveness of an MNC while also achieving the efficiencies of a global firm. To bal​ance this “global/local” dilemma, a transnational uses a network structure that coordinates specialized facilities positioned around the world. By using this flex​ible structure, a transnational provides autonomy to independent country opera​tions, but brings these separate activities together into an integrated whole. For most companies, the transnational form represents an ideal, rather than a real​ity. However, companies such as Ford, Unilever, and British Petroleum have made good progress in restructuring operations to function more transnationally.

Although various forms of organization exist, in this chapter we will gener​ally refer to any company that conducts business outside its home country as an international business.

The United States, of course, has no monopoly on international business. International enterprises are found throughout the world. In fact, some Euro​pean and Pacific Rim companies have been conducting business on an interna​tional basis much longer than their U.S. counterparts. The close proximity of European countries, for example) makes them likely candidates for international trade. As shown in Figure 19-2) approximately half of the top fifty corporations in the world are headquartered in countries outside the United States.

These companies are in a strong position to affect the world economy in the following ways: (1) Production and distribution extend beyond national bounda​ries, making it easier to transfer technology; (2) They have direct investments in many countries, affecting the balance of payments; and (3) They have a political impact that leads to cooperation among countries and to the breaking down of barriers of nationalism. Despite the successes of foreign competition, the United States remains a formidable foe in international business; in virtually every ma​jor global industry) American business continues to be a leader.

The Environment of International Business
In Chapter 2, the role of environment--both internal and external--in HRM was emphasized. Understanding the external environment is critical to the suc​cess of managing any international business. The dramatic changes that have occurred in recent years in Russia and eastern Europe will have their effects on HRM. Of probably even greater influence is the unification of markets in the European Union (EU). In concept, the EU will turn Europe into a unified buy​ing and selling power that will compete as a major economic player with the United States and Japan.* (*Originally, the EU was composed of twelve nations: Belgium, Denmark, France, Germany, Greece, Ireland, Italy, Luxembourg, Netherlands, Portugal, Spain , and the United Kingdom. Recently, these countries voted to add Sweden, Finland, and Austria to their ranks.) Highlights in HRM 1 describes some of the effects that unification may have on HRM practices within Europe. Though there are many obstacles to complete unification, the goal of the EU is for goods, services, capital, and human resources to flow across national borders in Europe in a manner similar to the way they cross state lines in the United States. A similar tran​sition will likely occur within North America with the passage of NAFTA (discussed in Chapter 2). In the years ahead we will have a unique opportunity to observe the effects of globalization on HRM.


Certainly the economic environment and the physical environment (population, climate, geography, and so on) are important factors in the making of managerial decisions. Of special importance in international business, however is the cultural environment (communications, religion, values and ideologies, education, social structure). Figure 19-3 is an overview of the complexity of the cultural environment in which HR must be managed. Culture is an integrated phenomenon, and by recognizing and accommodating taboos, rituals, attitudes toward time, social stratification, kinship systems, and the many other components listed in Figure 19-3, managers will pave the way toward greater harmony and achievement in the host country (the country in which an international business operates).


Different cultural environments require different managerial behaviors. Strategies, structures, and technologies that are appropriate in one cultural setting may lead to failure in another. Managing relations between an organization and its cultural environment is thus a matter of accurate perception, sound diagnosis, and appropriate adaptation. Several techniques and approaches are available to assist employees in coping with demands imposed by the cultural environment. Interestingly, companies in one location often push aside interorganizational differences to share experiences and to assist each other in resolving conflicts that arise with the host country’s culture.

(Insert Figure 19-2: The World’s Fifty Largest Public Companies)

(Insert HIGHLIGHTS IN HRM: HR Issues of a Unified Europe)

Domestic versus International HRM
The internationalization of U.S. corporations has grown at a faster pace than the internationalization of HRM. Executives in the very best companies around the world still lament that their HR policies have not kept pace with the demands of global competition. And unfortunately, the academic community has not been a particularly good source for ready-made answers to international HRM problems. While various journals on international business have published articles on HRM over the years, it was not until 1990 that a journal specifically devoted to this area--the International Journal of Human Resource Management--was started.

(Insert Figure 19-3: Cultural Environment of International Business)


International HRM differs from domestic HRM in several ways. In the first place, it necessarily places a greater emphasis on certain functions. As shown in Figure 19-4, functions and activities of significance to international HRM include relocation, orientation, and translation services to help employees adapt to a new and different environment outside their own country. Assis​tance with taxation matters, banking, investment management, home rental while on assignment, and coordination of home visits is also usually provided by the HR department.

(Insert Figure 19-4: Domestic and International HRM Functions)


The HR department in an overseas unit must be particularly responsive to the external environment. The human consequences of failure in an international business are often more severe than in a domestic business. International HR managers are also exposed to other risks. Political events may result in such as the possibility of terrorist attacks on personnel. There is also the need to change emphasis in HR operations as a foreign subsidiary matures. To their success, most larger corporations have a full-time staff of HR managers devoted solely to assisting globalization. McDonald’s, for example, has a team of five HR directors who travel as internal consultants. Their job is to keep local directors in over fifty countries updated on international concerns, policies, and programs. Other companies, such as Down Chemical, are working rapidly to develop worldwide HR information systems that electronically link personnel records and other forms of information.

(Insert Figure 19-4: Domestic and International HRM Functions)

International Staffing
International management poses many problems in addition to those faced by a domestic operation. Because of geographic distance and a lack of close, day-to-​day relationships with headquarters in the home country, problems must often be resolved with little or no counsel or assistance from others. It is essential, there​fore, that special attention be given to the staffing practices of overseas units.

There are three sources of employees with whom to staff international operations. First, the company can send people from its home country. These employees are often referred to as expatriates, or home-country nationals. Sec​ond, it can hire host-country nationals (natives of the host country) to do the managing. Third, it can hire third-country nationals, natives of a country other than the home country or the host country.

Use of each of the three sources of overseas personnel involves certain ad​vantages and disadvantages. Some of the more important advantages are pre​sented in Figure 19-5. Most corporations use all three sources for staffing their multinational operations, although some companies exhibit a distinct bias for one of the three sources.  Over the years, and especially as MNCs have evolved, many have steadily shifted to the use of local personnel. There are three reasons for this trend: (1) Hiring local citizens is less costly because the company does not have to worry about the costs of home leaves, transportation, and special schooling allowances. (2) Since local governments usually want good jobs for their citizens, foreign employers may be required to hire them. (3) Using local talent avoids the problem of employees having to adjust to the culture.

(Insert Figure 19-5: Comparing Sources of Overseas Managers)


At early stages of international expansion, many businesses prefer to use host-country nationals, since these individuals can best help the company re​spond to local customs and concerns. As the company’s international presence grows, home-country managers are frequently expatriated to stabilize opera​tional activities (particularly in less developed countries). At later stages of internationalization, different companies use different staffing strategies; however, most employ some combination of host-country, home-country, and third-​country nationals in the top management team.


Recently, there has been a trend away from putting expatriates in the top management positions. In many cases, U.S. companies want to be viewed as true international citizens. To avoid the strong influence of the home country, com​panies frequently change staffing policies to replace U.S. expatriates with local managers. In Honeywell’s European Division, for example, twelve of the top ex​ecutive positions are held by non-Americans.  Over the years, U.S.-based com​panies, in particular, have tended to use more third-country expatriates. For example, when Eastman Kodak recently put together a launch team to market its new Photo-CD line, the team members were based in London, but the leader was from Belgium.


It should be recognized that while top managers may have preferences for one source of employees over another, the host country may place pressures on them that restrict their choices. Such pressure takes the form of sophisticated government persuasion through administrative or legislative decrees to employ host-country individuals.

Recruitment

In general, employee recruitment in other countries is subject to more govern​ment regulation than it is in the United States. Regulations range from those that cover procedures for recruiting employees to those that govern the employ​ment of foreign labor or require the employment of the physically disabled, war veterans, or displaced persons.  Many Central American countries, for example, have stringent regulations about the number of foreigners that can be employed as a percentage of the total workforce. Virtually all countries have work-permit or visa restrictions that apply to foreigners. A work permit or work certificate is a document issued by a government granting authority to a foreign individual to seek employment in that government’s country.


As in the United States, various methods are used to recruit employees from internal and external sources. In any country, but particularly in the developing countries, a disadvantage of using current employees as recruiters is that consid​erations of family, similar social status, culture, or language are usually more im​portant than qualifications for the vacant position. More than one manager depending on employees as recruiters has filled a plant with relatives or people from the same hometown. In small towns much of the recruiting is done by word of mouth. Thus, having locals involved is critical. Churches, unions, and com​munity groups also play a role.


MNCs tend to use the same kinds of external recruitment sources as are used in their home countries. While unskilled labor is readily available in the developing countries, recruitment of skilled workers is more difficult. Many em​ployers have learned that the best way to find workers in these countries is through radio announcements because many people lack sufficient reading or writing skills. The solution is to have a recruiter who uses local methods within the context of the corporation's culture and needs or to put an expatriate in charge of recruiting.


The laws of almost all countries require the employment of local people if adequate numbers of skilled people are available. Thus, recruiting is limited to a restricted population. Specific exceptions are granted (officially or unofficially) for contrary cases, as for Mexican farmworkers in the United States and for Ital​ian, Spanish, Greek, and Turkish workers in Germany and the Benelux coun​tries (i.e., Belgium, Netherlands, Luxembourg). Foreign workers invited to come to perform needed labor are usually referred to as guest workers. The employ​ment of nonnationals may involve lower direct labor costs, but indirect costs--language training, health services, recruitment, transportation, and so on--may be substantial.

Selection

American corporations have had a very significant impact on foreign HRM practices. The success of U.S.-based international businesses has caused many local firms and corporations based in other countries to study the methods of the American firms. Employment selection practices in U.S. corporations emphasize merit, with the best-qualified person getting the job. In other countries, firms have tended to hire on the basis of family ties, social status, language, and common origin. The candidate who satisfies these criteria gets the job even if otherwise unqualified. There has been a growing realization among foreign organizations, however, that greater attention must be given to hiring those most qualified.


In the industrialized countries, most businesses follow standard procedures of requesting employee information, including work experiences, in interviews and on application forms. Prospective employees may be given a physical exami​nation and employment tests. In many European countries an employer is for​bidden to make unfavorable statements about former employees. In Belgium and France, this prohibition was established by legislation; in Germany, by court decision.

The Selection Process
The selection process should emphasize different employment factors, depend​ing on the extent of contact that one would have with the local culture and the degree to which the foreign environment differs from the home environment. For example, if the job involves extensive contacts with the community, as with a chief executive officer, this factor should be given appropriate weight. The magnitude of differences between the political, legal, socioeconomic, and cul​tural systems of the host country and those of the home country should also be assessed.


If a candidate for expatriation is willing to live and work in a foreign envi​ronment, an indication of his or her tolerance of cultural differences should be obtained. On the other hand, if local nationals have the technical competence to carry out the job successfully, they should be carefully considered for the job before the firm launches a search (at home) for a candidate to fill the job. As stated previously, most corporations realize the advantages to be gained by staffing foreign subsidiaries with host-country nationals wherever possible.


Selecting home-country and third-country nationals requires that more factors be considered than in selecting host-country nationals. While the latter must of course possess managerial abilities and the necessary technical skills, they have the advantage of familiarity with the physical and cultural environ​ment and the language of the host country. The discussion that follows will fo​cus on the selection of expatriate managers from the home country.

Selecting Expatriates

Estimates suggest that by the year 2000, nearly 15 percent of all employee trans​fers and relocations will be to an international location. Figure 19-6 shows a list of the most common locations for expatriate assignment.


The problem facing many corporations is to find employees who can meet the demands of working in a foreign environment. Unfortunately, the failure rate among expatriates has been estimated to range from 25 to 50 percent, with an average cost per failure of $40,000 to $250,000. The most prevalent reasons for failure among expatriates are shown in Highlights in HRM 2.  Many of these causes extend beyond technical and managerial capabilities and include personal and social issues as well. Interestingly, one of the biggest causes of failure is a spouse’s inability to adjust to his or her new surroundings.

(Insert Figure 19-6: Top 10 U.S. Expatriate Assignments)


There are no screening devices to identify with certainty who will succeed and who will fail. But there are requirements that one should meet to be consid​ered for a managerial position in an international location. Historically, expatri​ate selection decisions have been driven by an overriding concern with technical competency. And this is an important criterion for success. However, the ability to adapt to a different type of environment frequently overshadows technical competence in the selection decision. Satisfactory adjustment depends on flexi​bility, emotional maturity and stability, empathy for the culture, language and communication skills, resourcefulness and initiative, and diplomatic skills. Com​panies such as Colgate-Palmolive, Whirlpool, and Dow Chemical have identi​fied a set of core skills that they view as critical for success abroad and a set of augmented skills that help facilitate the efforts of expatriate managers. These skills and their managerial implications are shown in Highlights in HRM 3. It is worth noting that many of these skills are not significantly different from those required for managerial success at home.

(Insert HIGHLIGHTS IN HRM: Ranking of Causes of Expatriate Failure)

Women Going Abroad

Traditionally, companies have been hesitant to send women on overseas assignments. Executives may either mistakenly assume that women do not want international assignments, or they assume that host-country nationals are prejudiced against women. The reality is that women frequently do want international assignments--at least at a rate equal to that of men. And while locals may be prejudiced against women in their own country, they view women first as foreigners (gaijin in Japanese) and only secondly as a women. Therefore, cultural  barriers that typically constrain the roles of women in a male-dominated society may not totally apply in the case of expatriates.


Importantly, in those cases where women have been given international as​signments, they generally have performed quite well. The success rate of female expatriates has been estimated to be about 97 percent--a rate far superior to that of men. Ironically, women expatriates attribute at least part of their success to the fact that they are women. Because locals are aware of how unusual it is for a women to be given a foreign assignment, they frequently assume that the

company would not have sent a woman unless she was the very best. In addition, because women expatriates are novel (particularly in managerial positions), they are very visible and distinctive. In many cases, they may even receive special treatment not given to their male colleagues.

(Insert HIGHLIGHTS IN HRM: Profile of the 21st- Century Expatriate Manager)

Staffing Transnational Teams

In addition to focusing on individuals, it is also important to note that compa​nies are increasingly using transnational teams to conduct international busi​ness. Transnational teams are composed of members from multiple nationalities working on projects that span multiple countries. These teams are especially useful for performing tasks that the firm as a whole is not yet designed to accom​plish. For example, they may be used to transcend the existing organizational structure to customize a strategy for different geographic regions, transfer tech​nology from one part of the world to another, and communicate between head​quarters and subsidiaries in different countries.


The fundamental task in forming a transnational team is assembling the right composition of people who can work together effectively to accomplish the goals of the team. Many companies try to build variety into their teams in order to maximize responsiveness to the special needs of different countries. For ex​ample, when Heineken formed a transnational team to consolidate production facilities, it made certain that team members were drawn from each major region within Europe. Team members tended to have specialized skills, and additional members were added only if they offered some unique skill that added value to the team.

Selection Methods

The methods of selection most commonly used by corporations operating inter​nationally are interviews, assessment centers, and tests. While some companies interview only the candidate, others interview both the candidate and the spouse, lending support to the fact that companies are becoming increasingly aware of the significance of the spouse’s adjustment to a foreign environment and the spouse’s contribution to managerial performance abroad. However, de​spite the potential value of considering a spouse’s adjustment, the influence of such a factor over the selection/expatriation decision raises some interesting issues about validity, fairness, and discrimination. For example, if someone is de​nied an assignment because of concerns about their spouse, there may be grounds for legal action. This is particularly true now that the Civil Rights Act of 1991 makes it clear that U.S. laws apply to employees working for U.S. companies overseas.


To ensure validity, selection interviews are best conducted by senior executives who have had managerial experience in foreign countries. For example, at Mobil Oil the manager of international placement and staffing and two assistants with foreign experience conduct a four-hour interview with the candidate and the spouse to discuss all phases of the job. Emphasis is placed on the culture and the adaptability demands made on the candidate and the spouse.


Assessment centers typically use individual and group exercises, individual interviews with managers and/or psychologists, and some personality and mental ability tests to evaluate candidates. Exercises that reflect situations characteristic of the potential host culture are usually included. The use of assessment cen​ters has been shown to have high face validity and to be an effective tool for se​lecting from a large pool of international managerial candidates.


A variety of measures, particularly personality inventories, can be used to determine an individual’s ability to adapt to a different cultural environment. Such inventories as the Minnesota Multiphasic Personality Inventory (MMPI), the Guilford-Zimmerman Temperament Survey, and the California Test (the Indirect Scale for Ethnocentrism) are among those generally recommended. This third test is probably the most promising of these measures, since data suggest that high ethnocentrism correlates with overseas job failure.


As noted in Chapter 6, the validity of any selection method is likely to be higher when it is based on a thorough job analysis, and personality tests are no exception to this rule. In using personality inventories and other types of person​ality tests, it is advisable to employ the services of a licensed psychologist. One New York consulting firm has developed an assessment tool known as the Overseas Assignment Inventory (OAI). Based on twelve years of research involving more than 7,000 cases, the OAI helps identify characteristics and attitudes that potential international candidates should have. One test, the Modern Language Aptitude Test, predicts with considerable accuracy a person’s chances of being able to learn a foreign language. Where it is essential that a person learn a for​eign language, employers find that it is important to have some assurance that the prognosis is favorable.

Training and Development

Although companies try to recruit and select the very best people for interna​tional work, it is often necessary to provide some type of training to achieve the desired level of performance. Over time, given the velocity of change in an international setting, employees may also need to upgrade their skills as they continue on the job. Such training may be provided within the organization or outside in some type of educational setting.

Skills of the Global Manager

If  businesses are to be managed effectively in an international setting, managers need to be educated and trained in global management skills. A recent Korn/Ferry study of 1,500 CEOs and senior managers found that one of the biggest concerns is that by the year 2000, there will be a critical shortage of U.S. man​agers equipped to run global businesses. In this regard, Levi Strauss has identi​fied the following six attributes of global managers: (1) able to seize strategic opportunities, (2) capable of managing highly decentralized organizations, (3) aware of global issues, (4) sensitive to issues of diversity, (5) competent in in​terpersonal relations, and (6) skilled in building community.


As noted throughout the book, it is particularly important for U.S. man​agers to learn to work with others in teams. Unlike their counterparts in other parts of the world, U.S. managers are frequently at a disadvantage because they lack experience in working with people from different backgrounds. For transna​tional teams to perform well, team leaders need to perform three primary roles. First, they must act as an integrator of the team, bringing people from different functional backgrounds and cultures together. Second, they must be a catalyst for the team, encouraging individual team members to initiate and act on their own ideas, often across dispersed geographical areas. Third, team leaders need to be an external advocate, representing the team to persons outside the team and out​side the organization.


Corporations that are serious about succeeding in global business are tack​ling these problems head-on by providing intensive training. Companies such as Amoco, Bechtel, 3M, Hyatt, Honeywell, and others with large international staffs prepare employees for overseas assignments. (These firms and others, in​cluding Coca-Cola, Motorola, Chevron, and Mattel, also orient employees who are still located in the United States but who deal in international markets.) The biggest mistake managers can make is to assume that people are the same everywhere. An organization that makes a concerted effort to ensure that its employees understand and respect cultural differences will realize the impact of its effort on its sales, costs, and productivity.

Content of Training Programs

There are at least four essential elements of training and development programs that prepare employees for working internationally: (1) language training, (2) cultural training, (3) career development and mentoring, and (4) managing personal and family life.

Language Training

In Chapter 15 we saw the types of problems that managers face in communicating with people from the same culture who speak the same language. Communication with individuals who have a different language and a different cultural orientation is much more difficult. Most executives agree that it is the biggest problem for the foreign business traveler. Even with an interpreter, much is missed.


While foreign language fluency is important in all aspects of international business, only a small percentage of Americans are skilled in a language other than English. Students who plan careers in international business should start instruction in one or more foreign languages as early as possible. Programs de​signed to train participants for international business, such as those offered at the American Graduate School of International Management in Glendale, Ari​zona, and the Global Management Program at the University of South Carolina, provide intensive training in foreign languages.


Fortunately for most Americans, English is almost universally accepted as the primary language for international business. Particularly in cases where there are many people from different countries working together, English is usually the designated language for meetings and formal discourse. Although English is a required subject in many foreign schools, students may not learn to use it effectively. Many companies provide instruction in English for those who are required to use English in their jobs. Where trainers use English to communicate information and instructions about the job, they must recognize the discomfort that foreign trainees may experience. Learning job skills in a second language is usually much more difficult than learning them in one’s na​tive tongue. In addition, certain concepts may not even exist in the foreign trainees’ culture. The word “achievement,” for example, doesn’t exist in some Asian and African languages. There is no direct translation for “management” in French.


Several tips for teaching where English is a second language for the trainees are presented in Highlights in HRM 4. Many of the tips may also be applied in interpersonal communication on and off the job with people who have a limited understanding of American English. By placing oneself in the foreigner’s position, one can soon learn how far to go in applying the tips.


Learning the language is only part of communicating in another culture. One must also learn how the people think and act in their relations with others. The following list illustrates the complexities of the communication process in international business.

1.
In England, to “table” a subject means to put it on the table for present discussion. In the United States, it means to postpone discussion of a subject, perhaps indefinitely.

2.
In America, information flows to a manager. In cultures where authority is centralized (Europe and South America), the manager must take the initiative to seek out the information.

3.
Getting straight to the point is uniquely Western. Europeans, Arabians, and many others resent American directness in communication.

4.
In Japan, there are sixteen ways to avoid saying “no.”

5.
When something is “inconvenient” to the Chinese, it is most likely downright impossible.

6.
In most foreign countries, expressions of anger are unacceptable in some places, public display of anger is taboo.

7.  
The typical American must learn to treat silences as “communication spaces” and not interrupt them.

8.  
In general, Americans must learn to avoid gesturing with the hand.

(Insert HIGHLIGHTS IN HRM: Teaching Tips When English is a Second Language)

(Insert Figure 19-7: Nonverbal Communications in Different Cultures)


We observed in Chapter 15 that to understand the communication process, attention must be given to nonverbal communication. Figure 19-7 illustrates that some of our everyday gestures have very different meanings in other cultures. In summary, when one leaves the United States, it is imperative to remember that perfectly appropriate behavior in one country can lead to an embarrassing situation in another.


Since factors other than language are also important, those working internationally need to know as much as possible about (1) the place where they are going, (2) their own culture, and (3) the history, values, and dynamics of their own organization. Highlights in HRM 5 gives an overview of what one needs to study for an international assignment.

Culture Training

Cross-cultural differences represent one of the most elusive aspects of interna​tional business. Generally unaware of their own culture-conditioned behavior, most people tend to react negatively to tastes and behavior that deviate from those of their own culture.

Managerial attitudes and behaviors are influenced, in large part, by the so​ciety in which managers receive their education and training. Similarly, reac​tions of employees are the result of cultural conditioning. Each culture has its expectations for the roles of managers and employees. For example, what one cul​ture encourages as participative management another might see as managerial incompetence. Being successful as a manager depends on one's ability to under​stand the way things are normally done and to recognize that changes cannot be made abruptly without considerable resistance, and possibly antagonism, on the part of local nationals. Some of the areas in which there are often significant variations among the different countries will be examined briefly.

A wealth of data from cross-cultural studies reveals that nations tend to cluster according to similarities in certain cultural dimensions such as work goals, values, needs, and job attitudes. Using data from eight comprehensive studies of cultural differences, Simcha Ronen and Oded Shenkar group countries into the clusters shown in Figure 19-8. Countries having a higher GDP per cap​ita in comparison with other countries are placed close to the center.

Ronen and Shenkar point out that while evidence for the grouping of coun​tries into Anglo, Germanic, Nordic, Latin European, and Latin American clus​ters appears to be quite strong, clusters encompassing the Far Eastern and Arab countries are ill defined and require further research, as do clusters of countries classified as independent. Many areas, such as Africa, have not been studied much at all.  It should also be noted that the clusters presented in Figure 19-8 do not include Russia and the former satellites of what was the Soviet Union.

Studying cultural differences can be helpful to managers in identifying and understanding differences in work attitudes and motivation in other cultures. In Japan, for example, employees are more likely to feel a strong loyalty to their company, although recent reports show that this may be changing. Americans, when compared with the Japanese, may feel little loyalty to their organization. On the other hand, the Latin American tends to work not for a company but for an individual manager. Thus managers in Latin American countries can encour​age performance only by using personal influence and working through individ​ual members of a group. In the United States, competition has been the name of the game; in Japan, Taiwan, and other Asian countries, cooperation is more the underlying philosophy.

(Insert HIGHLIGHTS IN HRM: Preparing for an International Assignment)

One of the important dimensions of leadership discussed in Chapter 14 is the degree to which managers invite employee participation in decision making. While it is difficult to find hard data on employee participation in various countries, careful observers report that American managers are about in the middle on a continuum of autocratic to democratic decision-making styles. Scandinavian and Australian managers also appear to be in the middle. South American

and European managers, especially those from France, Germany, and Italy, are toward the autocratic end of the continuum; Japanese managers are at the most participatory end. Because Far Eastern cultures and religions tend to emphasize harmony, group decision making predominates there.

Most research on motivation in work settings is about people in industrially advanced nations. Those studies that have been done in third-world countries reveal that work motivation can be attributed to culture strength (beliefs, val​ues, and norms that have not been diluted by other cultures) as well as to the level of industrialization. As Western values influence the culture and as indus​trialization increases, worker motivation changes. Motivation is a dynamic pro​cess and requires continued study in any setting. Understanding work motivation in a particular culture is crucial to the overseas manager.

Career Development
International assignments provide some definite developmental and career ad​vantages. For example, working abroad tends to increase a person’s responsibili​ties and influence within the corporation. In addition, it provides a person with a set of experiences that are uniquely beneficial to both the individual and the firm.  Most people who accept international assignments do so in order to en​hance their understanding of the global marketplace and to work on a project they perceive as important to the organization.

(Insert  Figure 19-8: A Synthesis of Country Clusters)


However, in many cases, an overseas assignment is more risky for the average employee than staying with the employer in the United States. Far too often, people who have been assigned abroad return home after a few years to find that there is no position for them in the firm and that they no longer know anyone who can help them. In a surprising number of cases, returning expatriates experience reverse culture shock, and may have even more difficulty adjusting to life at home than they did adjusting to their foreign assignment. Even in those cases where employees are successfully repatriated, their companies often do not fully utilize the knowledge, understanding, and skills they developed in overseas experiences. this hurts the employee, of course, but it may hurt equally the firm’s chance of using that learning to gain competitive advantage.


To maximize the career benefits of a foreign assignment, two key questions about the employer should be asked before accepting an overseas post: (1) Do the organization’s senior executives view the firm’s international business as a critical part of their operation? (2) Within top management, how many executives have a foreign-service assignment in their background, and do they feel it important for one to have overseas experience? At Dow  Chemical, for example, fourteen of the firm’s twenty-two-member management committee, including the CEO, have had overseas assignments. To ensure appropriate career development, Dow appoints what employees refer to as a “godfather” for those who get overseas assignments. The godfather, usually a high-level manager in the expatriate’s particular function, is the stateside contact for information about organizational changes, job opportunities, and anything related to salary and compensation. At Exxon, employees are given a general idea of what they can expect after an overseas assignment even before they leave to assume it. With this orientation, they can make a smooth transition and continue to enhance their careers.


Colgate-Palmolive and Ciba-Geigy make a special effort to keep in touch with expatriates during the period that they are abroad. Colgate’s division  executives and other corporate staff members make frequent visits to international transferees. Ciba-Geigy provides a full repatriation program for returning employees for the purpose of (1) reversing culture shock for the transferee and his or her family and department, (2) smoothing the return to the home organization, and (3) facilitating the readjustment process so that the company can benefit from the expatriate’s knowledge and experience.


Not all companies have career development programs designed specifically for repatriating employees. A study of 175 employers who belong to SHRM International reveals that many U.S.-based companies are not aware of the need for such programs. Only 31 percent of those included in the survey had formal programs. The reasons most frequently mentioned for not having a program were (1) lack of expertise in establishing a program (47 percent), (2) cost of the program (36 percent), and (3) no need perceived by top management for such a program (35 percent). It is interesting to note that HR managers also did not perceive the need for training and thus did not alert top managers to the problem.

Managing Personal and Family Life
As noted previously, one of the most frequent causes of an employee’s failure to complete an international assignment is personal and family stress. Culture shock—a disorientation  that causes perpetual stress—is experienced by people who settle overseas for extended periods. The stress is caused by hundreds of jarring and disorienting incidents such as being unable to communicate, having trouble getting the telephone to work, being unable to read the street signs, and a myriad of other everyday matters that are no problem at home. Soon minor frustrations become catastrophic events, and one feels helpless and drained, emotionally and physically.


In Chapter 8, we observed that more and more employers are assisting two-career couples in finding suitable employment in the same location. This assistance seems especially warranted when one considers that the U.S. De​partment of Labor has estimated that 81 percent of all marriages would be dual-career by 1995.  To accommodate dual-career partnerships, some employers are providing informal job help to the spouses of international transferees. However, other companies are establishing more formal programs to assist ex​patriate couples. These include career and life planning counseling, con​tinuing education, intercompany networks to identify job openings in other companies, and job-hunting/fact-finding trips. In some cases, a company may even create a job for the spouse--though this is not widely practiced. The U.S. Chamber of Commerce, the U.S. State Department, and various women’s orga​nizations, such as Focus in London and Cairo, have initiated job counseling, networking groups, and assistance programs in several business centers.  The available evidence suggests that while a spouse’s career may create some problems initially, in the long run it actually may help ease an expatriate’s adjustment process.

Training Methods
There are a host of training methods available to prepare an individual for an international assignment. Unfortunately, the overwhelming majority of compa​nies only provide superficial preparation for their employees. Lack of training is one of the principal causes of failure among employees working internationally.

In many cases, the employee and his or her family can learn much about the host country through books, lectures, and videotapes about the culture, geography, social and political history, climate, food, and so on. The content is factual and the knowledge gained will at least help the participants to have a better understanding of their assignments. Such minimal exposure, however, does not fully prepare one for a foreign assignment. Training methods such as sensitivity training, which focuses on learning at the affective level, may well be a powerful technique in the reduction of ethnic prejudices. The Peace Corps, for example, uses sensitivity training supplemented by field experiences. Field experiences may sometimes be obtained in nearby “microcultures” where similari​ties exist.

Companies often send employees on temporary assignments—lasting, say, a few months--to encourage shared learning. These temporary assignments are probably too brief for completely absorbing the nuances of a culture; however, companies such as Ferro and Dow use them to help employees learn about new ideas and technologies in other regions.

In other instances employees are transferred for a much longer period of time. For example, in 1985 Fuji-Xerox sent fifteen of its most experienced engineers from Tokyo to a Xerox facility in Webster, New York. Over a five-year period, these engineers worked with a team of American engineers to develop the “world” copier. By working together on an extended basis, the U.S. and Japanese employees learned from each other--both the technical as well as the

cultural requirements necessary for a continued joint venture.

Deve1oping Local Resources

Apart from developing talent for overseas assignments, most companies have found that good training programs also help them attract needed employees from the host countries. In less developed countries especially, individuals are quite eager to receive the training they need to improve their work skills. Often​times, however, a company’s human capital investment does not pay off. It is very common, for example, that locally owned firms hire away those workers who have been trained by the foreign-owned organizations. Managers of American subsidiaries in Mexico have been heard to complain that “they must be training half the machinists in Mexico.”

Apprenticeship Training

A major source of trained labor in European nations is apprenticeship training programs (described in Chapters 2 and 7). On the whole, apprenticeship train​ing in Europe is superior to that in the United States. In Europe, the dual-track system of education directs a large number of youths into vocational training. The German system of apprenticeship training, one of the best in Europe, pro​vides training for office and shop jobs under a three-way responsibility contract between the apprentice, his or her parents, and the organization. At the conclu​sion of their training, apprentices can work for any employer but generally re​ceive seniority credit with the training firm if they remain in it.

Management Development

One of the greatest contributions that the United States has made to work orga​nizations is in improving the competence of managers, a fact noted some years ago by Eugene de Facq, an international management consultant. Americans have a facility for reasoning that is part of their lives. They tend to make deci​sions on a rational basis and to have a better psychological background for deci​sion making. Decisions of European managers, by way of contrast, are sometimes based on engineering-like and short-term thinking.

Foreign nationals have generally welcomed the type of training they have received through management development programs offered by American orga​nizations. Increasingly, companies such as Motorola and Hewlett-Packard have entered into partnerships with university executive education programs to cus​tomize training experiences to the specific needs of expatriate managers and for​eign nationals.

Performance Appraisal

As we noted earlier, individuals frequently accept international assignments be​cause they know that they can acquire skills and experiences that will make them more valuable to their companies. Unfortunately, one of the biggest prob​lems with managing these individuals is that it is very difficult to evaluate their performance. Even the notion of performance evaluation is indicative of a U.S. management style that focuses on the individual, which can cause problems in other countries. For these reasons, performance appraisal problems may be among the biggest reasons why failure rates among expatriates are so high and why international assignments can actually derail an individual’s career rather than enhance it.

Who Should Appraise Performance?

In many cases, an individual working internationally has at least two alle​giances: one to his or her home country (the office that made the assignment) and the other to the host country in which the employee is currently working. Superiors in each location frequently have different information about the em​ployee's performance and may also have very different expectations about what constitutes good performance.

Home-Country Evaluations

Domestic managers are frequently unable to understand expatriate experiences, value them, or accurately measure their contribution to the organization. Geo​graphical distances pose severe communication problems for expatriates and home-country managers. Instead of touching base regularly, there is a tendency for both expatriates and domestic managers to work on local issues rather than coordinate across time zones and national borders. Information technology has improved this situation, and it is far easier to communicate globally today than just a few years ago.  But even when expatriates contact their home-country offices, it is frequently not to converse with their superiors. More likely they talk with peers and others throughout the organization.

Host-Country Evaluations

Although local management may have the most accurate picture of an expatri​ate’s performance--managers are in the best position to observe effective and ineffective behavior--there are problems with using host-country evaluations.  First, local cultures may influence one’s perception of how well an individual is performing. As noted earlier in the chapter, participative decision making may be viewed either positively or negatively, depending on the culture. Such cultural biases may not have any bearing on an individual’s true level of effectiveness. In addition, local management frequently does not have enough perspective of the entire organization to know how well an individual is truly contributing to the firm as a whole.

Given the pros and cons of home-country and host-country evaluations, most observers agree that performance evaluations should try to balance the two sources of appraisal information.  Although host-country employees are in a good position to view day-to-day activities, in many cases the individual is still formally tied to the home office. Promotions, pay, and other administrative decisions are connected there, and as a consequence, the written evaluation is usually handled by the home-country manager. Nevertheless, the appraisal should be completed only after vital input has been gained from the host-country man​ager. As discussed in Chapter 9, multiple sources of appraisal information can be extremely valuable for providing independent points of view--especially if some​one is working as part of a team. If there is much concern about cultural bias, it may be possible to have persons of the same nationality as the expatriate conduct the appraisal.

Adjusting Performance Criteria

As we discussed at the beginning of this chapter, an individual’s success or fail​ure is affected by a host of technical and personal factors. (See Highlights in HRM 2.) Many of these factors should be considered in developing a broader set of performance criteria.

Augmenting Job Duties

Obviously the goals and responsibilities inherent in the job assignment are among the most important criteria used to evaluate an individual’s performance. However, because of the difficulties in observing, documenting, and interpreting performance information in an international setting, superiors often resort to using “easy” criteria such as productivity, profits, and market share. These crite​ria may be valid--but deficient--if they do not capture the full range of an expatriate’s responsibility. There are other, more subtle factors that should be considered as well. In many cases, an expatriate is an ambassador for the company, and a significant part of the job is cultivat​ing relationships with citizens of the host country.

Individual Learning

Any foreign assignment involves learning. As one might guess, it is much easier to adjust to similar cul​tures than to dissimilar ones. An American can usu​ally travel to Australia and work with locals almost immediately. Send that same individual to Malaysia, and the learning curve is less steep. The expatriate’s adjustment period may be even longer if the company has not yet established a good base of operations in the region. The first individuals to a country have no one to show them the ropes or to explain local customs. Even relatively simple activities such as navi​gating the rapid transit system can prove to be prob​lematic. The U.S. State Department and defense forces have developed rating systems that attempt to distinguish whether regional assignments are (1) some​what more difficult than they would be in the United States, (2) more difficult than in the United States, and (3) much more difficult than in the United States. These difficulty factors can be built into the appraisal system.

Organizational Learning

It is worth noting that bottom-line measures of performance may not fully con​vey the level of learning gained from a foreign assignment. Yet learning may be among the very most important reasons for sending an individual overseas, particularly at early stages of internationalization. Even if superiors do acknowl​edge the level of learning, they frequently use it only as an excuse for less-than-desired performance, rather than treating it as a valuable outcome in itself. What they fail to recognize is that knowledge gained--if shared--can speed the adjustment process for others. However, if the learning is not shared, then each new employee to a region may have to go through the same cycle of adjustment.

Providing Feedback

One of the most interesting things about performance feedback in an international setting is that it is clearly a two-way street. Although the home-country and host-country superiors may tell an expatriate how well he or she is doing, it is also important for expatriates to provide feedback regarding the support they are receiving, the obstacles they face, and the suggestions they have about the assignment. More than in most any other job, expatriates are in the very best position to evaluate their own performance.

In addition to ongoing feedback, an expatriate should have a debriefing in​terview immediately upon returning home from an international assignment. These repatriation interviews serve several purposes. First, they help an expatri​ate reestablish old ties with the home organization and may prove to be impor​tant for setting new career paths. Second, the interview can address technical issues related to the job assignment itself. Third, the interview may address gen​eral issues regarding the company's overseas commitments, such as how relation​ships between the home and host countries should be handled. Finally, the interview can be very useful for documenting insights an individual has about the region. These insights can then be incorporated into training programs for future expatriates.

Compensation
One of the most complex areas of international HRM is compensation. Different countries have different norms for employee compensation. Managers should consider carefully the motivational use of incentives and rewards in foreign countries. For Americans, while nonfinancial incentives such as prestige, independence, and influence may be motivators, money is likely to be the driving force. Other cultures are more likely to emphasize respect, family, job security, a satisfying personal life, social acceptance, advancement, or power. Since there are many alternatives to money, the rule is to match the reward with the values of the culture. For example, Figure 19-9 shows how pay plans can differ on the basis of one cultural dimension: individualism. In individualistic cultures, such as the United States, pay plans often focus on individual performance and achievement. However, in collectively oriented cultures such as Japan and Tai​wan, pay plans focus more on internal equity and personal needs. 

In general, a guiding philosophy for designing pay systems might be “think globally and act locally.”  That is, executives should normally try to create a pay plan that supports the overall strategic intent of the organization but provides enough flexibility to customize particular policies and programs to meet the needs of employees in specific locations. After a brief discussion of compensa​tion practices for host-country employees and managers, we will focus on the problems of compensating expatriates.

Compensation of Host-Country Employees
Host-country employees are generally paid on the basis of productivity, time spent on the job, or a combination of these factors. In industrialized countries, pay is generally by the hour; in developing countries, by the day. The piece-rate method is quite common. In some countries, including Japan, seniority is an im​portant element in determining employees’ pay rates. When companies com​mence operations in a foreign country, they usually set their wage rates at or slightly higher than the prevailing wage for local companies. Eventually, though, they are urged to conform to local practices to avoid “upsetting” local compensa​tion practices.

Employee benefits in other countries are frequently higher than those in the United States. In France, for example, benefits are about 70 percent of wages and in Italy 92 percent, compared with around 40 percent in the United States. Whereas in the United States most benefits are awarded to employees by employ​ers, in other industrialized countries most of them are legislated or ordered by governments.

In Italy, Japan, and some other countries, it is customary to add semiannual or annual lump-sum payments equal to one or two months’ pay. These payments are not considered profit sharing but an integral part of the basic pay package. Profit sharing is legally required for certain categories of industry in Mexico, Peru, Pakistan, India, and Egypt among the developing countries and in France among the industrialized countries. Compensation patterns in eastern Europe are in flux as these countries experiment with more-capitalistic systems.

Compensation of Host-Country Managers

In the past, remuneration of host-country managers has been ruled by local sal​ary levels. However, increased competition among different companies with sub​sidiaries in the same country has led to a gradual upgrading of host-country managers' salaries. Overall, international firms are moving toward a narrowing of the salary gap between the host-country manager and the expatriate.

(Insert Figure 19-9: Individualism and Compensation Strategies)

Compensation of Expatriate Managers

Compensation plans for expatriate managers must be competitive, cost-effective, motivating, fair and easy to understand, consistent with international financial management, easy to administer, and simple to communicate. To be effective, an international compensation program must

1.
Provide an incentive to leave the United States

2.
Allow for maintaining an American standard of living

3.
Facilitate reentry into the United States

4.
Provide for the education of children

5.
Allow for maintaining relationships with family, friends, and business associates

Expatriate compensation programs used by most U.S.-based international corporations rest on the balance-sheet approach, a system designed to equalize the purchasing power of employees at comparable position levels living overseas and in the home country and to provide incentives to offset qualitative dif​ferences between assignment locations. The balance-sheet approach comprises four elements:

1.
Base pay, which is made essentially equal to pay of domestic counterparts in comparably evaluated jobs

2.
Differentials, which are given to offset the higher costs of overseas goods, services, housing, and taxes

3.
Incentives, which compensate the person for separation from family,

friends, and domestic support systems, usually 15 percent of base salary

4.
Assistance programs, which cover added costs such as moving and storage, automobile, and education expenses

The differentials element is intended to correct for the higher costs of over​seas goods and services so that in relation to their domestic peers expatriates nei​ther gain purchasing power nor lose it. It involves a myriad of calculations to arrive at a total differential figure. Fortunately, employers do not have to do ex​tensive research to find comparative data. They typically rely on data published quarterly by the U.S. Department of State for use in establishing allowances to compensate American civilian employees for costs and hardships related to as​signments abroad.

The costs of utilizing expatriate managers are higher today than ever be​fore. For example, the employer’s typical first-year expenses of sending one U.S. executive to Great Britain, as shown in Highlights in HRM 6, are $200,000 above the base salary. Many U.S. corporations are sending fewer managers over​seas, often substituting host-country managers. Others are reducing allowances, benefits, and overseas pay incentives. An increasing number of corporations employ foreign graduates from U.S. M.B.A. programs. The many foreign gradu​ate students enrolled in business programs at U.S. universities are a pool of po​tential managers who combine the training and enculturation of an American M.B.A. with their own native background.

(Insert HIGHLIGHTS IN HRM: The Price of an Expatriate)

International Organizations and Labor Relations

Labor relations in countries outside the United States differ significantly from those in the United States. Differences exist not only in the collective bargain​ing process but also in the political and legal conditions. An American who works as an executive or as a manager overseas soon learns the differences and learns how to operate effectively under conditions that are quite different from those at home. These executives also learn that there may be no assistance of value from headquarters and that they must rely heavily on local employees with expertise in labor-management relations.

To acquaint the reader with the nature of labor-management relations in an international setting, we will look at the role of unions in different countries, at international labor organizations, and at the extent of labor participation in management.

The Role of Unions
The role of unions varies from country to country and depends on many factors, such as the level of per capita labor income, mobility between management and labor, homogeneity of labor (racial, religious, social class), and level of employ​ment. These and other factors determine whether the union will have the strength it needs to represent labor effectively. In countries with relatively high unem​ployment, low pay levels, and no union funds for welfare, the union is driven into alliance with other organizations: political party, church, or government. This is in marked contrast to the United States, where the union selected by the major​ity of employees bargains only with the employer, not with other institutions.

Even in the major industrial countries one finds national differences are great with respect to (1) the level at which bargaining takes place (national, in​dustry, or workplace), (2) the degree of centralization of union-management re​lations, (3) the scope of bargaining, (4) the degree to which government intervenes, and (5) the degree of unionization.

Labor relations in Europe differ from those in the United States in certain significant characteristics:

1.
In Europe, organizations typically negotiate the agreement with the union at the national level through the employer association representing their particular industry, even when there may be local within-company negotiations as well. This agreement establishes certain minimum conditions of employment which frequently are augmented through negotiations with the union at the company level.

2.
Unions in many European countries have more political power than those in the United States, with the result that when employers deal with the union they are, in effect, dealing indirectly with the government. Unions are often allied with a particular political party, although in some countries these alliances are more complex, with unions having predominant but not sole representation with one party.

3.
There is a greater tendency in Europe for salaried employees, including those at the management level, to be unionized, quite often in a union of their own.

Like the United States, European countries are facing the reality of a devel​oping global economy. It has been increasingly evident in Europe that workers are less inclined to make constant demands for higher wages. The trend has been to demand compensation in other ways--through a proliferation of benefits, for example, or through greater participation in company decision making. Various approaches to participation will be discussed later.

Collective Bargaining in Other Countries

We saw in Chapter 18 how the collective bargaining process is typically carried out in companies operating in the United States. When we look at other coun​tries, we find that the whole process can vary widely, especially with regard to the role that government plays. In the United Kingdom and France, for example, government intervenes in all aspects of collective bargaining. Government in​volvement is only natural where parts of industry are nationalized. Also, in countries where there is heavy nationalization there is more likely to be accep​tance of government involvement, even in the nonnationalized companies. At Renault, the French government-owned automobile manufacturer, unions make use of political pressures in their bargaining with managers, who are essentially government employees. The resulting terms of agreement then set the standards for other firms. In developing countries it is common for the government to have representatives present during bargaining sessions to make sure that unions with relatively uneducated leaders are not disadvantaged in bargaining with skilled management representatives.

International Labor Organizations

The fact that international corporations can choose the countries in which they wish to establish subsidiaries generally results in the selection of those countries that have the most to offer. Certainly inexpensive labor is a benefit that most strategists consider. By coordinating their resources, including human resources, and their production facilities, companies operate from a position of strength. International unions, such as the United Auto Workers, have found it difficult to achieve a level of influence anywhere near that found within a particular indus​trial nation. Those that have been successful operate in countries that are simi​lar, such as the United States and Canada.

The most active of the international union organizations has been the International Confederation of Free Trade Unions (ICFTU), which has its headquarters in Brussels. Cooperating with the ICFTU are some twenty International Trade Secretariats (ITSs), which are really international federations of national trade unions operating in the same or related industries. The signifi​cance of the ITSs from the point of view of management lies in the fact that behind local unions may be the expertise and resources of an lTS. Another active and influential organization is the International Labor Organization (ILO), a specialized agency of the United Nations. It does considerable research on an in​ternational basis and endorses standards for various working conditions, referred to as the International Labor Code. At various times and places this code may be quoted to management as international labor standards to which employers are expected to conform.

Labor Participation in Management

In many European countries, provisions for employee representation are estab​lished by law. An employer may be legally required to provide for employee repre​sentation on safety and hygiene committees, worker councils, or even on boards of directors. While their responsibilities vary from country to country, worker councils basically provide a communication channel between employers and workers. The legal codes that set forth the functions of worker councils in France are very detailed. Councils are generally concerned with grievances, problems of individual employees, internal regulations, and matters affecting employee welfare.

A higher form of worker participation in management is found in Germany, where representation of labor on the board of directors of a company is required by law. This arrangement is known as codetermination and often by its German word Mitbestimmung. Power is generally left with the shareholders, and share​holders are generally assured the chairmanship. Other European countries and Japan either have or are considering minority board participation.

Each of these differences makes managing human resources in an inter​national context more challenging. But the crux of the issue in designing HR systems is not choosing one approach that will meet all the demands of interna​tional business. Instead, organizations facing global competition must balance multiple approaches and make their policies flexible enough to accommodate differences across national borders. Throughout this book we have noted that different situations call for different approaches to managing people, and no​where is this point more clearly evident than in international HRM.

SUMMARY
There are four basic ways to organize for global competition: (1) The international corporation is essentially a domestic firm that has leveraged its existing capabili​ties to penetrate overseas markets; (2) the multinational corporation has fully au​tonomous units operating in multiple countries in order to address local issues; (3)
the global corporation has a worldview but controls all international opera​tions from its home office; and (4) the transnational corporation uses a network structure to balance global and local concerns.

International HRM has greater emphasis on a number of responsibilities and functions such as relocation, orientation, and translation services to help employees adapt to a new and different environment outside their own country.

Because of the special demands made on managers in international assign​ments, many factors must be considered in their selection and development. Though hiring host-country nationals or third-country nationals automatically avoids many potential problems, expatriate managers are preferable in some cir​cumstances. The selection of the latter requires careful evaluation of the per​sonal characteristics of the candidate and his or her spouse.

Once an individual is selected, an intensive training and development pro​gram is essential to qualify that person for the assignment. Wherever possible, development should extend beyond information and orientation training to in​clude sensitivity training and field experiences that will enable the manager to understand cultural differences better. Those in charge of the international pro​gram should provide the help needed to protect managers from career develop​ment risks, reentry problems, culture shock, and terrorism.

Although home-country managers frequently have formal responsibility for individuals on foreign assignment, they may not be able to fully understand ex​patriate experiences because geographical distances pose severe communication problems. Host-country managers may be in the best position to observe day-to-​day performance but may be biased by cultural factors and may not have a view of the organization as a whole. To balance the pros and cons of home-country and host-country evaluations, performance evaluations should combine the two sources of appraisal information.

Compensation systems should support the overall strategic intent of the or​ganization but be customized for local conditions. For expatriates, in particular, compensation plans must provide an incentive to leave the United States, enable maintenance of an equivalent standard of living, facilitate repatriation, provide for the education of children, and make it possible to maintain relationships with family, friends, and business associates.

In many European countries--Germany, for one--employee representation is established by law. Organizations typically negotiate the agreement with the union at a national level, frequently with government intervention. Since Euro​pean unions have been in existence longer than their U.S. counterparts, they have more legitimacy and much more political power. In Europe, it is more likely for salaried employees and managers to be unionized.

