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ABSTRACT

The transfer of human resource policies and practices from headquartersto
subsidiary locations becomes increasingly important in multinational enterprises as
they develop from being exporting organisations to having stand-alone country
subsidiaries, as a step towards the globalisation of their operations. The ability to
transfer knowledge effectively across bordersis akey characteristic of successful
multinational enterprises. International human resource managers need to keep
informed about the pressures of globalisation on their businesses and study |ocal
human resource issues relevant to their firms operations. This study attempts to
bridge the fields of international human resource management and strategic
management, by investigating how German multinational enterprises transfer human
resource policies and practices to their subsidiaries in Singapore, Thailand and
Indonesia. While western multinational enterprises operating in Asian countries face
different human resource issues from those in their home countries, existing research
has a strong focus on Anglo-Saxon experiences, which resultsin alack of studies of
European and specifically, German multinationals. This study focuses on a sample of
German multinational enterprises and the internationalisation of their human
resource function.

Against this background, the research question is * How do German multinational
companies transfer human resource policies and practices to and from their
subsidiariesin South East Asia? The themes to be investigated emerge from the
fields of international human resource management; national, cultural and legal
differences in human resource management in selected enterprises between
Germany, Singapore, Thailand and Indonesia, and the impact of the headquarters
policies and practices of these multinational enterprises on human resource issuesin
their subsidiaries.

The study investigates a number of research issues. Thefirst is the international
human resource management approach of German multinational enterprises
headquarters towards their subsidiaries. A second research issue deals with the key
cultural, legal and societal differences that influence the transfer of human resource
policies and practices. A third research issue analyses whether there is a general
climate of innovation and trust between headquarters and subsidiaries that facilitates
organisational change. A fourth research issue investigates how specific policies and
practices could change when applied in different countries. Finally, the roles of
headquarters people and subsidiary staff in the transfer process are studied.

This exploratory study uses qualitative methodology and is based on the analysis of
case studies. The three main cases are German Fortune Global 500 industrial
companies from different industries, namely electrical, mechanica and chemical, and
with subsidiaries in Singapore, Thailand and Indonesia. Prior theory in the literature
review and exploratory expert and pilot interviews led to the development of a
detailed interview protocol. A total of 24 in-depth interviews with human resource
directors and line managers form the backbone of data collection.

New contributions to the body of knowledge concern the incongruence between the
internationalisation of the business versus the human resource function, the link



between knowledge management and the human resource field, and the significance

of attitudinal relationships in the transfer process. Finally, cultural differences among
the transfer coalition are found to have a more significant impact on the transfer than
cultural differences of the respective workforces.

The contributions to management practice include five recommendations for
practitioners. These revolve around increasing the international experience of the
local human resource director to address the mismatch between the ever expanding
role of the local human resource director and the required, but presently lacking,
international profile to fulfil that role. For the organisation of the human resource
function in headquarters, assigning a mentor to a country or region and providing
more practical guidance, rather than policies, are examples of recommendations.

In brief, this study attempts to explain why German companies may experience
problems when they transfer human resource policies and practices to their
subsidiaries in Singapore, Thailand and Indonesia. In addition to being of interest
academically, the results of this study might assist managers of multinational
enterprises in designing better and more transferable international human resource
management policies and practices. Contributions are made concerning the feedback
routes from subsidiaries to headquarters, and finally, about the organisation of human
resource management.
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CHAPTER 1: INTRODUCTION

1.1 Background to thisresearch

Multinational enterprises that are expanding their operations worldwide are exposed
to and gain experience in the diversity of cultures, customs and practicesin each
country in which their subsidiaries are located. They recognise the challenge of
deciding between a globally standardised approach and alocally adaptive approach
in their international human resource policies. That is, multinational enterprises are
confronted with issues of convergence versus divergence (Rowley & Benson 2002;
Von Glinow, Drost & Teagarden 2002). Convergence at the global level in terms of
economic forces and production technologies may result in divergence at the national
and intra-national level as such forces are mediated by different institutions with
their own traditions and deep-seated cultural differences, not susceptible to rapid
change (Adler 2001). In this study, the ways in which German multinational
companies deal with the challenge of divergence or convergence in the transfer of
their policies and practicesto their subsidiaries in Singapore, Thailand and Indonesia
are investigated.

Germany, as the number one exporting nation in the world ahead of the United States
and Japan (Financial Times Deutschland 2003), needs to be successful

internationally not only as an exporter, but equally as an employer, to maintain its
position in the world economy (Economist 2004). While the backbone of the German
economy is comprised of small to medium enterprises, its biggest companies, 34 of
which are among the world’ s 500 biggest corporations (Fortune 2004), have the
highest visibility and strongest impact in other countries (Economist 2002). German
multinational enterprises are best known for their activities in the automotive,
mechanical, chemical and electrical industries, with only one bank and one insurance
company being among the 10 biggest German companies (Fortune 2004).

Asiaisthe fastest growing region in the world (Economist 2002, 2004; Fortune
2004) and is still under-researched compared to Europe and the US (Chew &
Horwitz 2004). The economies of the countries under study are often grouped

together as being underpinned by "Asian values' though local customs, institutions,



and labour forces differ in each of the selected countries. Given the regiona variation
in economic development, the selection of countries allows exploration of transfer
both to advanced economies such as Singapore and less-devel oped economies such
as Thailand and Indonesia.

Multinational enterprises (MNES) face multiple human resource (HR) issues that
have received increasing attention in recent years (Bartlett & Ghoshal 1992, 1998;
Briscoe 1995; Janssens 2001; Schuler, Budhwar & Florkowski 2002). Some critics
argue that international HR has not kept pace with either the globalisation of
businesses or the academic analysis of local HR issues (Briscoe 1995; Chew &
Horwitz 2004; Clark, Grant & Heljltjes 2000). However, thereisarelatively
extensive coverage of expatriate assignments (Adler 2001; Briscoe 1995; Janssens
2001; Napier & Vu 1998). Globalisation and international trade and finance place
substantial pressure on firms to standardise policies and practices. It is argued here
that thereisalag in theoretical foundation aswell asin actual design of the HR
function in the country subsidiaries of an MNE. A further challenge isto change the
predominantly national or local mindset in the headquarters (HQ) towards more
international awareness of their subsidiaries’ local practices. This study addresses
these needs by considering the transfer of human resource management (HRM)
policies and practices in German MNEs from the HQ to a number of diverse Asian

countries.

Though detailed studies have emerged concerning HRM policies and practices of
MNEs from different countries (Ferner, Quintanilla& Varul 2001; Kopp 1994), or
operating in specific host environments (Chew & Horwitz 2004; Fisher & Haertel
2003; Rosenzweig & Nohria 1994), research discussing international HR processes
systematically and in-depth is under-represented (Dickmann 2004). Field research is
still mainly in the form of case studies with comparative and descriptive approaches
(Chew & Horwitz 2004; Napier & Vu 1998), asisto be expected in arelatively new
field of study (Perry 1998; Zikmund 2000). Furthermore, many previous studiesin
international management and organisation have afocus on Anglo-Saxon
organisations with fewer studies of European and specifically, German
multinationals (Adler 2001; Brodbeck, Frese & Javidan 2002; Clark, Grant &

Heljltjes 2000) in an Asian environment. This study addresses these limitations by



adding a focus on German MNEs on the one hand and by comparing the
internationalisation of the HR function to the internationalisation of any business
function (Bartlett & Ghoshal 1998; Briscoe 1995).

As suggested in international management research, the ability to transfer knowledge
effectively across bordersis a key characteristic of the successful MNE (Bartlett &
Ghoshal 1998; Kostova 1999; Poedenphant 2002). Thisis especially important for
knowledge believed to be critical for the competitive advantage of the firm, such as
the knowledge embodied in strategic organisational practices (Bartlett & Ghoshal
1998). Learning what factors might facilitate or impede the process of transfer of
human resource practices and insightsis therefore of strategic importance for MNES.
This study attempts to explain why German companies may face challenges when

they transfer HR policies and practices to countriesin Asia.

Management practices that reinforce national culture are more likely to yield
predictable behaviour and high performance (Earley 1994; Mischel & Wright 1987).
The international HRM literature, in conjunction with the fields of international
business and management, supports the paradigm that culture is akey strategic factor
in the management of employees worldwide (Adler 2001; Bartlett & Ghoshal 1992,
1998; Briscoe 1995; Schuler, Budhwar & Florkowski 2002; Taylor, Beechler &
Napier 1996). Sparrow, Schuler and Jackson (1994) point out that world-wide
competitive advantage can be enhanced through recognition of cultural dynamics. As
Adler (2001) suggests, cross-cultural research can introduce a new understanding of
employee behaviour in an organisational setting.

The contribution to management practice of the results of this study might assist
managers of MNEs in designing transferable HRM policies and practices that
motivate employees, while achieving competitive advantage. In brief, this study
strives to provide a contribution in the area of international human resource

management.



1.2 Resear ch Question, Issuesand Contribution

This study addresses the resear ch question:

How do German multinational companies transfer human resource

policies and practices to and from their subsidiaries in South East Asia?

To build the proposed focus three areas of interest are addressed, namely
international human resource management (IHRM), national, cultural and legal
differences between Germany, Singapore, Thailand and Indonesia, and finally,
multinational enterprises and their impact on human resource issues. The immediate
area of interest of this study isthe transfer of HR policies and practices from German
headquarters (HQ) to subsidiaries in South East Asia.

Five underlying resear ch issues, investigating the extent to which selected German
MNEs take account of cultural, societal, legal and business specific issues when
transferring their IHRM policies and practices to a particular Asian country, are

presented and discussed in detail in Chapter 2. The five research issues are:

RI1: Which IHRM approach do MNESs headquarters versus subsidiaries
currently follow aong a continuum from exportive to adaptive and
integrative approaches?

RI2: What key cultural, legal and societal differences between the countries
Germany, Singapore, Thailand and Indonesia influence the transfer of HR
policies and practices?

RI3: Isthere aclimate of innovation and trust between HQ and subsidiary in
genera that facilitates organisational change?

RI4: How do specific policies and practices, for example compensation, need
to change, given the MNE'’s approach and the established country
differences?

RI5: What are the roles of HQ people and subsidiary staff in the transfer

process?



The research investigates whether German MNESs export policies and practices and
whether they expect the subsidiaries to adapt policies and practices or expect the
subsidiaries to formulate their own practices based on the policies and their
respective local conditions.

The contributionsto managerial practice are discussed in Chapter 5. In this study
it is anticipated that recommendations to MNESs can be formulated, which
practitioners in MNEs might be considering when designing international HR
systems to enhance the quality of the transfer process in their MNES. In brief, this
study contributes to the fields of international human resource management by
extending the boundaries of the existing literature and by adding value for

professional s through practical recommendations.

1.3 Justification of the Resear ch

The previous section outlines the research question and issues. This section justifies
the research within practical, global and strategic contexts.

Practical Context. The apparent lack of clearly formulated international human
resource management policies and practices at the time of global expansion, focusing
here specifically on South East Asia, has led to nationally independent * make-do’ HR
solutions in the subsidiaries (Kamoche 2000). While those types of solutions are
necessary and adequate to fulfil many of the administrative HR tasks, the quality of
compensation, development and training processes - to name just afew - are not
optimised with the same rigour in every country as those applying to the products
and services that the respective MNEs offer. This need for the HR function to match
the quality of the product and service business has led to an increasing interest of the
MNEs' headquartersin international HR. Theoretical models of IHRM may be of
limited use only, as Rowley and Benson (2002, p.90) point out: ‘IHRM needs to be
better grounded to take account of ‘lower level’ issues and practices, because thisis
where policies and practices are implemented and mediated and where possible

constraints may appear.’



Global Context. Because multinational corporations continue to increase their
foreign geographic areas of operations, the importance of international studies such
asthisoneisgrowing (Marquardt & Engel 1993; Schuler, Budhwar & Florkowski
2002). International human resource management increasingly advocates national
culture awareness to form effective partnerships with the culturally diverse employee
population found within MNEs (Bartlett & Ghoshal 1992; Dowling, Schuler &
Welch 1999; Pace, Smith & Mills 1991). For example, within the 1990s there has
been an increase in the number of mergers and acquisitions which cross national
boundaries. This may result in the cultural composition of an MNE changing almost
overnight (Rugman & Hodgetts 2000).

Despite the importance of a global perspective, it remains difficult to discover
substantive studies from the literature on transfer of HR policies and practices.
Although some research addresses the issue of convergence versus divergence
(Rowley & Benson 2002; Sparrow, Schuler & Jackson 1994), it is presented
primarily from a North American point of view. There has been arelative neglect of
the specific research problem of HR transfer by previous researchers within the
context of varying, specifically German, national cultures (Adler 2001; Briscoe
1995; Brodbeck, Frese & Javidan 2002; Herkenhoff 2000).

Strategic Context. The corporate mission statements of many MNEs articulate the
proposition that employees are the most important corporate resource, and the
relationship between employee motivation and corporate productivity iswell
documented in the literature (McAdams 1996).Within the context of strategic
management, IHRM processes which are culturally compatible are more likely to
endure and to be effective than those that are culturally incongruent, that is, human
resource management is one way to give strategic support and to add value to the
employee component of the corporate business plan (Adler 2001; Bartlett & Ghoshal
1992; Briscoe 1995; Evans, Pucik & Barsoux 2002; Marquardt and Engel 1993;
Nankervis, Compton & Baird 2002; Schuler, Budhwar & Florkowski 2002).

This qualitative research attempts to provide an IHRM perspective on the transfer of
HRM policies and practices from German MNES to their subsidiaries in Singapore,

Thailand and Indonesia. Companies may be able to reflect their own transfer



strategies and design more effective ones because understanding of the transfer
process should go beyond the descriptive towards prediction and control (Beer et a
1985). The findings may stimulate further quantitative or qualitative studies while
practical contributions to management practice help HR professionals to manage the

transfer process more effectively. Next, the methodology of this study is discussed.

1.4 M ethodology

This study is of an explanatory nature and the scientific paradigm employed is
critical realism. Qualitative research is applied, specifically the case study method.
Critical realism, qualitative methods and the methodology of this study are discussed
in more detail in Chapter 3, research methodology. The case study method and its
application to the problem, beginning with an exploratory phase to build prior theory
and then moving on to pilot interviews and specific main case studies of ‘ how the
transfer is actually taking place’ is briefly introduced below.

Case study methodology explores and analyses real-life people challenges and uses
avariety of evidence (Yin 2003; Zikmund 2000). In this study multiple sources of
evidence such as in-depth interviews, internal documentation, where permission was
granted, and external information, such as public websites, provide the basis for an
extensive discussion (Perry 1998). Case study research should focus on one specific
contemporary part of business (Perry 1998; Yin 2003) and this study focuses on the
transfer of HR policies and practices from MNE HQs in Germany to subsidiariesin
South East Asia. Various dimensions of the transfer process are researched, including
cross-cultural challenges and ‘ political’ issues such as the standing of acertain
manager in the HQ (Perry, Riege & Brown 1999; Zikmund 2000).

Exploratory expert interviews. Two experts on international HR processes were
interviewed, one from a subsidiary of a German MNE in Singapore not included in
the study and one from academia. These largely unstructured and conversational
interviews were designed to build on and provide a contrast to the findings described
in the literature, thereby giving a better structure to the confirmatory stages of the
main cases. (Perry 1998).



Two pilot inter views were conducted in Singapore at the subsidiary of a German
MNE not included in this study and were used to refine the interview protocol
(Appendix A). Through the pilot interviews, the researcher could test the interview
protocol and decide on measures to be adopted for the data collection to integrate the

findingsin the fina procedure applied in the main and embedded cases.

There are three main cases, each representing one German Fortune Global 500
MNE, with the HQ view and the country subsidiaries of Singapore, Thailand and
Indonesia each being an embedded case. The HQ views, together with the
information relevant to each country, provide the required breadth and depth. Every
caseisfully analysed along the lines of the five identified research issues and
discussed in chapters 4 and 5 (Miles & Huberman 1994, Patton 1990), using the
techniques of within-case analysis and cross-case analysis supported by matrices and

tables to provide an overview, as well as direct quotations for details (Perry 1998).

Eight in-depth interviews for each main case, that isatotal of 24 in-depth
interviews, form the backbone of data collection. For the subsidiaries these include
interviews with the HR director and the Chief Executive Officer (CEO) or the Chief
Financial Officer (CFO). For the HQ the head of global HR or HR expertsinvolved
in designing or transferring HR policies and practices to countriesin Asiawere
interviewed. An interview protocol (Appendix A) has been developed during the
exploratory expert interviews and then tested and refined during the pilot interviews.
The interviews started with open, general questions, then went on to focus more and
more on the specifics of the identified research issues (Perry 1998; Zikmund 2000).

1.5 Outline of this Study

This study consists of five chapters, following awidely accepted model of presenting
doctoral work (Perry 2002). This chapter of introduction discusses the background
of the research as well as introducing the research question and the research issues
employed to address the research question. Furthermore, the research isjustified and



the methodology used in this study isintroduced. Finally, key terms are defined and
delimitations of the study are discussed.

Chapter 2 discusses the existing literature relevant to this study. First, an integrative
model addressing IHRM issuesis introduced, followed by a discussion of
international human resource management, cultural differences between Germany,
Singapore, Thailand and Indonesia and the multinational firm. Finally, a discussion
on the transfer of human resource policies and practices of German multinationals to
and from subsidiaries in South East Asiais presented. Building on that discussion a

model of success of transfer is developed and the five research issues are derived.

Chapter 3justifies and explains the methodology used in this study. First, the
scientific paradigm isintroduced and then the qualitative study method is justified.
Case study methodology is discussed by outlining how the case study methodol ogy
is employed in this study, including pilot interviews, main case interviews, and data
collection. Finaly, limitations and ethical considerations of this study are discussed.

Chapter 4 presents and analyses the data collected during the case studies. Analysis
is along the lines of the five identified research issues and uses the techniques of
within-case analysis and cross-case analysis supported by data displays using

matrices and tables.

Chapter 5 integrates the literature review of Chapter 2 and the data analysis of
Chapter 4 to draw conclusions and discuss the implications of this study.
Implications for both theory and practice are discussed. Finally, future research needs

are identified and directions for further study recommended.

1.6 Definitions

This section introduces definitions of key terms used in this study. Definitions
adopted by researchers often vary, so key terms are defined to establish positions taken
inthis study (Perry 2002). These definitions, listed here in aphabetical order, are
discussed and justified in more depth in the literature review, Chapter 2.



Culture isthe collective programming of the mind which distinguishes the

members of one group or category of people from another (Hofstede 1980).

Human Resour ce Management, HRM, includes most human resource (HR)
administration tasks, such as payroll, as well as the topics of recruiting,
performance management, training, devel opment, compensation and benefits,
and also includes labour relations (Dowling, Schuler & Welch 1999).

I nter national Human Resour ce Management, IHRM, includes HRM and
adds the challenges of national, cultural and legal differences between the
countries of the firms' operations (adapted from: Adler 2001; Briscoe 1995;
Dowling, Schuler & Welch 1999).

Multinational enterprise, MNE, isacompany that is headquartered in one
country and has significant operations as well as employees in other countries
(adapted from: Rugman & Hodgetts 2000).

Multinational enterprise as a stage of inter nationalisation. Characterised
as acompany having multiple fully functioning country organisations with
strong input from headquarters (Briscoe 1995).

Policy describes the abstract, strategic, general ideas and practice describes
the actual day to day operation or implementation of an HR issue. In this
study distinctions between philosophy, policy and principles are not found to
be useful and therefore the focusin this study isonly on policies and

practices.

Transfer isthe process of applying and deploying a policy or practice from
one place, for example HQ, in another place, for example a subsidiary.
Success of transfer isthe degree of institutionalisation of the policy or
practice in the subsidiary (adapted from: Kostova 1999).
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1.7 Delimitations of Scope and Key Assumptions

The scope of this study islimited as only three of the 34 German Fortune Global 500
industrial companies (Fortune 2004) are studied. The studied companies have a
substantial amount of their business outside Germany and have subsidiariesin
Singapore, Thailand and Indonesia. These countries are selected for this study to
represent an area of geographic proximity close with high growth potential and
different degrees of economic development and population size, in order to be able to
make visible differences in the MNE’ s approach to the respective countries.
Furthermore, three different industries, namely electrical, mechanical and chemical,
are selected to allow for application of the results within more than one industry.
Finaly, interviews with participants in subsidiaries in the three specified Asian
countries are limited to senior management, such as Chief Executive and Chief
Financial Officers, aswell as HR directors, and do not include general staff

members.

One assumption of this study isthat Western MNESs operating in Asian countries face
different human resource issues from those faced in their home countries (Briscoe
1995; Dowling, Schuler & Welch 1999; Nankervis, Compton & Baird 2002; Napier
& Vu 1998; Rowley & Benson 2002). This study looks not only at the transfer of HR
policies and processes from HQ to subsidiaries, but also at the internationalisation of
the MNE’ s HQ. Another assumption of this study is that the country of origin or
headquarters location of an MNE indeed influences the behaviour of an MNE in
another country (Brodbeck, Frese & Javidan 2002; Evans, Pucik & Barsoux 2002;
Fisher & Haertel 2003; Pauly & Reich 1997; Rowley & Benson 2002; Schuler,
Budhwar & Florkowski 2002), thus justifying the study of how German MNEs
transfer HR policies and practicesto their subsidiaries. Corporate culture and
professional culture of an MNE are assumed to be less significant than the influence
of national culture with respect to IHRM. This assumption is supported by the wide
acceptance of the Hofstede (1980) model, which is based on the same assumption
(Herkenhoff 2000).
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1.8 Summary

This chapter builds the foundation for this dissertation within the framework of the
research question. First the background and the research question are discussed, and
then five research issues and the contributions of this study to theory and practice are
discussed. The research isjustified within practical, global and strategic contexts,
followed by an introduction of the methodology employed in this qualitative case
study. An overview of all five chapters as well as delimitations of scope and key
assumptions of this study are presented. The next chapter presents the literature
review, beginning with an integrative framework of strategic international human

resource management.
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CHAPTER 2: LITERATURE REVIEW

2.1 Introduction

The previous chapter introduced and outlined this study. This chapter presents the

literature review of this study, which is concerned with the transfer of policies and

practices in international human resource management. This chapter consists of eight

sections, as outlined in figure 2.1.1:

Figure2.1.1: Overview of chapter outline

2.1 Introduction

1 2
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First, an integrative framework for studying international human resource issuesis
presented. Then the literature overview discusses current thinking in the parent
disciplines (Perry 2002). These are first, international human resource management,
addressed in Section 2.3; second, national, cultural and legal differences between
Germany, Singapore, Thailand and Indonesia, addressed in Section 2.4; third,
multinational enterprises and their impact on human resource issues, addressed in
Section 2.5, and the immediate discipline, transfer of human resource policies and
practices from multinational enterprise headquarters to subsidiaries, whichis
discussed in Section 2.6. Finally, five research issues for this study are developed
and presented before concluding the chapter.

2.2 Integrative framework of strategic [ HRM

This section introduces an integrative framework of strategic international human
resource management by Schuler, Dowling and De Cieri (1993). Its structure and
implications for this chapter are discussed. This framework is considered a seminal
concept in the field of strategic international human resource management (SIHRM)
and iswidely used as aframework for research and academic teaching in the field of
international HR (Erwee 2001). The framework is still valid and current, despite the
growing interest in the field of strategic international human resource management
over the last ten years (Evans, Pucik & Barsoux 2002; Fisher & Haertel 2003;
Nankervis, Compton & Baird 2002; Rowley & Benson 2002; Schuler, Budhwar &
Florkowski 2002). This literature review chapter is largely based on the framework’ s
structure and on the factors identified by the authorsto play akey rolein SIHRM.
These factors are basic human resource management (HRM) on the one hand and
factors exogenous and endogenous to the firm on the other hand. Exogenous factors
are national, cultural and legal conditionsin a country, as well as the industry and
environment in which acompany is active (Schuler et al 1993, 2002; Verma, Kochan
& Lansbury 1995).

The parent disciplines of this study are divided along the lines of the identified

factors of the framework. The main discipline, that of international human resource
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management, forms the discussion in Section 2.3; in other words, this study isin the
field of international human resource management. Exogenous and endogenous
factors form the discussions in sections 2.4 and 2.5. National, cultural and legal
conditions are discussed and it is argued that industry effects play a subordinate role
to national culture when transferring HR policies and practices; therefore industry
analysisis not part of this study. Endogenous factors such as the stages of the
internationalisation processes of a multinational enterprise and its effect on HR
practices, as well as the structure and the strategy of the multinational enterprise, are
addressed in Section 2.6, which studies multinational enterprises and their impact on
human resource issues. Having established the link between the integrative
framework of strategic international human resource management by Schuler,
Dowling and De Cieri (1993) and the structure of the parent disciplines of this study,

a hierarchy in the complexity of HR topicsis discussed next.

2.2.1 Hierarchy of HR topics

Schuler et a (1993; 2002) and others (Briscoe 1995; Nankervis, Compton & Baird
2002; Rowley & Benson 2002) see a hierarchy in the complexity of human resources
(HR) topics. The foundation is human resource management in the firm at the
national level. Human resource management (HRM) includes most HR
administration tasks, such as payroll, as well as the topics of recruiting, performance
management, training, development, compensation and benefits, as well as |abour
relations (Dowling, Schuler & Welch 1999). More complexity is added when going
one level higher to international human resource management (IHRM), which
includes HRM and adds the challenges of national, cultural and legal differences
between the countries of the firm’s operations (Adler 2001; Briscoe 1995; Dowling,
Schuler & Welch 1999; Fisher & Haertel 2003). An even higher level of complexity
Is added when Strategic IHRM is defined as linking IHRM with the strategic needs
of the business (Adler & Ghadar 1990; Bartlett & Ghoshal 1989; Evans & Lorange
1989; Evans, Pucik & Barsoux 2002; Schuler et a 1993; 2002). Clearly this
encompasses not only the fields of HRM and IHRM but touches the very foundation

of the business, its strategy, business model and indeed all managerial functionsin
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the firm (Adler & Ghadar 1990; Bartlett & Ghoshal 1989; Briscoe 1995; Evans &
Lorange 1989; Evans, Pucik & Barsoux 2002; Nankervis, Compton & Baird 2002).

However, in its ambition to be truly integrative, the framework has become so all-
encompassing that research based on it has to limit itself to afew selected factors
rather than the whole set of cross-disciplinary factors; afact that the authors are
aware of themselves (Schuler, Dowling & De Cieri 1993). In researching the transfer
of HR policies and practicesin this study, the framework’ s factors form the parent
disciplines. Some authors, arguing from the strategic management point of view,
claim that industry and firm strategy are more important than other concerns, such as
national culture for example, when determining the best ways to transfer policies and
practices (Bartlett & Ghoshal 1989; Porter 1990). Pauly and Reich (1997) and others
(Adler 2001; Briscoe 1995; Rowley & Benson 2002) on the other hand, arguing from
an HR point of view, assume that national culture and historic legacy play abigger
role than the industry in which the multinational enterprise (MNE) is active when
determining the best ways to transfer policies and practices. In other words, those
authors support the assumption that there are national differences influencing how
MNEs of a specific country do business internationaly, that is, they support the idea
that there is a German way of transferring policies and practices, distinctly different
from an American or Japanese way, for example (Keeley 2001). The literature on
national cultural differences (summarised in Herkenhoff 2000) and primarily the
works of Hofstede (1980; 1993; 2001) equally support that assumption, which is also
used in this study and indeed forms the foundation of the research problem. Finally,
often the perspective of ‘non-international’ or domestic in the literature is the Anglo-
Saxon experience (Adler 2001; Clark, Grant & Heijltjes 2000), particularly the
American perspective. The study of German MNEs in Asiain this study takes a new

approach and thus contributes to the body of research.

This section briefly discusses the parallels of the integrative framework of strategic
international human resource management by Schuler, Dowling and De Cieri (1993)
and Schuler, Budhwar & Florkowski (2002) and the structure of this study’s parent
disciplines. Furthermore, a hierarchy of HR topicsisintroduced. The next section
discusses parent discipline 1, namely international human resource management,

defines IHRM in more detail and discusses MNES' approachesto IHRM.
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2.3 International Human Resour ce M anagement

This section defines and then gives an overview of IHRM in the literature by
discussing several existing IHRM models. Three orientations of MNE approaches
towards IHRM are discussed.

Definition of IHRM. IHRM definitions are wide-ranging and for some, IHRM
issues only explore aspects of HRM in MNESs (Briscoe 1995) while for others
‘strategic international human resource management is no more than the application
of SHRM to the international or global business context’ (Nankervis, Compton &
Baird 2002, p.617). Therefore, much IHRM work in the past has focused exclusively
on the areas of international staffing and management development. However, if
IHRM istaken to mean simply managing international assignmentsin MNEs, then it
will neglect many areas (Rowley & Benson 2002). Another approach focuses on
comparative industrial relations (IR) and HRM, where attempts are made to describe,
compare, and analyse HRM systems and practices across countries (Verma, Kochan
& Lansbury 1995). Most definitions typically share similar basic components. For
this study a straightforward definition of international human resource management
IS used:

IHRM consists of a collection of policies and practices that a
multinational enterprise uses to manage the local and non-local
employees it hasin countries other than their home countries.
(Adapted from: Dowling, Schuler & Welch 1994)

The integration of more comparative views, approaches and perspectives within
IHRM can be useful, and helpsin providing more insight into what is ‘normal’ as
opposed to ‘exceptional’ in HRM practices and systems (Nankervis, Compton &
Baird 2002; Rowley & Benson 2002). However, IHRM should not become a
description of fragmented responses to distinctive national problems. Furthermore,
IHRM is not simply about the ‘ copying’ of HRM practices, as many of these

practices suit national cultures and institutions without necessarily being transferable.
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Indeed, the main issues of concern in IHRM are those of consistency, or
standardisation, versus customisation, or adaptation, within diverse social and
cultural environments (Nankervis, Compton & Baird 2002). In other words, IHRM
describes the HR issuesin an MNE in general without being limited to international

employee transfer. Next, existing IHRM models are discussed.

2.3.1 Existing IHRM Models

Several conceptual models seek to describe and predict how MNEs might conduct
IHRM on an abstract level from amacro, strategic perspective (Adler & Ghadar
1990; Evans & Lorange 1989; Evans, Pucik & Barsoux 2002; Milliman, Von Glinow
& Nathan 1991; Nankervis, Compton & Baird 2002; Schuler et a 1993, 2002;
Taylor, Beechler & Napier 1996; Welch 1994). What MNESs actually do and, more

importantly, how they do it is not so well documented.

The literature written by practitioners seems to struggle with the description of how
the IHRM system ‘established itself’ in the wake of business expansion, rather than
being aware of a choice (Napier & Vu 1998; Roberts, B. 2000; Rynes, Bartunek &
Daft 2001). Authors of early conceptual models argue that the central issue isto find
the best fit between the MNE's overall strategy and its IHRM policy, not to identify
the best overall IHRM policy (Adler & Ghadar 1990; Milliman, Von Glinow &
Nathan 1991). Later models specify other internal and external factorsto explain
MNEs choices of IHRM systems. Specified factors include:

the industry in which aMNE is operating (Schuler et al 1993, 2002)

the MNE'sinternational life cycle and experience (Adler & Ghadar 1990;
Milliman, Von Glinow & Nathan 1991; Nankervis, Compton & Baird 2002;
Schuler et a 1993, 2002; Taylor, Beechler & Napier 1996)

the organisational structure (Schuler et al 1993, 2002)

the HQ's international orientation (Schuler et al 1993, 2002; Taylor, Beechler
& Napier 1996)
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the host country's cultural and legal environments (Adler & Ghadar 1990;
Milliman, Von Glinow & Nathan 1991; Schuler et al 1993, 2002; Taylor,
Beechler & Napier 1996)

the resources or strategic role of affiliates and certain employee groups
(Nankervis, Compton & Baird 2002; Taylor, Beechler & Napier 1996)

Schuler, Budhwar and Florkowski (2002) point out that one needs to use multiple
levels of analysis when studying IHRM, including the external cultural and economic
environment as well as the industry, the firm and the individual. The focus of this
study ison the HQ's international orientation, the home and host country's cultural
and legal environments and the roles of HQ and subsidiary staff in the transfer
process. It is expected, and in line with previous findings (Adler 2001; Bartlett &
Ghoshal 1992; Verma, Kochan & Lansbury 1995) that these three focus points can
be used to explain the current transfer processes and for suggesting improvements. In
brief, there are many well documented IHRM models; practical descriptions of

IHRM are still limited. Next, IHRM approaches at large are discussed.

2.3.2HRM orientations and approaches

Three different IHRM orientations in MNES are exportive, adaptive and integrative
(Briscoe 1995; Dowling, Schuler & Welch 1999; Taylor, Beechler & Napier 1996).
These orientations determine the company's overall HR approach to managing the
tension between integration, that isinternal consistency, and differentiation, that is

external consistency. Next, these three different orientations are discussed.

An exportive IHRM orientation is one in which the parent firm's HRM system is
being transferred to its different affiliates. This approach emphasises integration
across al affiliates. The negative aspect of such an exportive IHRM approach isits
inflexibility. This may lead to an ethnocentric orientation from HQ and asa
consequence, affiliates might be opposed to the imposed practice (Adler 2001;
Taylor, Beechler & Napier 1996).

19



The second, an adaptive IHRM orientation is one in which each affiliate developsits
own HRM system, reflecting the local environment. Differentiation is being
emphasised with amost no transfer of HRM philosophy, policies or practices, either
from the parent firm to its affiliates or between affiliates (Taylor, Beechler & Napier
1996). The negative aspect of such an adaptive IHRM approach isits lack of globally
valid standards and possibly alot of inefficiency due to the multiple creations of

similar policies and systems (Roberts, B. 2000).

The third, an integrative IHRM orientation, both combines characteristics of the
parent company's HRM system with those of itsinternational affiliates, and attempts
to take ‘the best’” HRM approaches and use them throughout the organisation.
Transfer of HRM policies and practices occurs and can go in any direction, between
affiliates or from one affiliate to HQ or from HQ to an affiliate (K ostova 1999;
Taylor, Beechler & Napier 1996). If implemented well, the integrative approach is
clearly the desirable win-win solution. The possible negative aspect is that the final
IHRM policies of an MNE could represent the lowest common denominator rather
than setting international standards (Kostova 1999; Rowley & Benson 2002).

The three orientations, namely exportive, adaptive and integrative approaches, or a
combination thereof, varying either by issue or country, for example exportive to
some countries or adaptive towards others, represent three basic choices for
managers, forming an overall IHRM approach of their MNE. If asked, most people
will prefer and actively choose the integrative approach for its obvious advantages.
Y et many peoplein the field claim that their company uses an exportive,
ethnocentric approach (Adler 2001) or an adaptive approach, which means the
respective country subsidiary is basically left on its own (Dowling, Schuler & Welch
1999). Having identified the different options of IHRM in terms of an exportive,
adaptive and integrative approach, the question is how to decide which option to
choose.

In examining the different IHRM models, three factors seem to be crucia. All
models mention the need for an IHRM system to balance the tension between global
integration and local responsiveness (Bartlett & Ghoshal 1989; Evans, Pucik &

Barsoux 2002). The second crucial factor in IHRM models is the cultural context of
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HQ and its different subsidiaries with their different national cultures and the effects
on organisational culture (Adler 2001; Hofstede 1991, 1993, 2001; Roberts 2003). A
third factor examines the power dynamics within the MNE. This factor is crucia
because the relationship between HQ and subsidiary influences to a great extent the
acceptance of adecision by the subsidiary’s HR team (Adler 2001; Bartlett &
Ghoshal 1992; Briscoe 1995). The second and third factors, those of national culture
and the setting of the MNE, are discussed in separate sections of this chapter while
thefirst, that is the need to balance the tension between global integration and local
responsiveness, is the general underlying problem. It isintended that this study may

contribute towards a solution to the problem, both theory and practice.

In closing, it can be stated that very little of the available literature examines how the
actual transfer of policies and practices is organised and managed. The models and
choices are well researched and documented. The analysis or even the mere
description of the implementation is still in itsinfancy (Briscoe 1995; Janssens 2001;
Napier & Vu 1998) and is being addressed in this study.

The discussion above leads to the first of five research issues:

RI1: Which IHRM approach do MNES' headquarters versus subsidiaries
currently follow, along a continuum from exportive to adaptive and
integrative approaches?

This section, addressing international human resources, defines IHRM and discusses
several existing conceptual IHRM models which lead to the first research issue. The
next section compares macroeconomic, national, cultural and legal differences

between Germany, Singapore, Thailand and Indonesia.

2.4 National, cultural and legal differences between Germany, Singapore,

Thailand and I ndonesia

This section first compares the four countries Germany, Singapore, Thailand and

Indonesia on a macroeconomic level and then goes on to discuss a framework for
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comparative studies on HRM issues. Furthermore, culture is defined and a
comparison of the cultural differences of the countries, based on four authors

models, is presented. The ensuing discussion then leads to the second research issue.

2.4.1 Country Information at Macro Economic Level

Germany and Singapore are well-devel oped economies, with GDP figures per head
among the highest in the world (World Factbook 2003). Indonesia, with its vast
population and low GDP per head, is a developing country trying to make use of its
cheap labour force (Kamoche 2000). Thailand is more devel oped than Indonesia but
not as developed as Singapore or Germany (Rowley & Benson 2002). Table 2.4.1

presents an overview:

Table 2.4.1: Basic facts about Germany, Singapore, Thailand and Indonesia

Comparison Germany Singapore | Thailand Indonesia

Population 82.4 46 64.3 234.9

(millions)

GDP (billion US$)* 2160 112.4 445.8 714.2

GDP per head

(US$H)* 26200 25200 7000 3100

Workforce 41.9 2.19 33.4 99

(millions)

Workforce (%) 50.8% 47.6% 51.9% 42.2%

Unemployment 9.8% 4.6% 2.9% 10.6%

Religion 68% 76% 95% 88%
Christian Buddhist Buddhist Muslim

(Source: World Fact Book 2003) *= based on purchasing power parity

Singapore is as much acity as a nation, not comparable to the area and population of
the other three countries in question. Political implications, the EU’srole in the case
of Germany or ASEAN’ srole and the stability of the South East Asian neighbours
for Singapore, Thailand and Indonesia, are important factors in addition to the macro
economic environment (Rugman & Hodgetts 2000).

Over and above macro comparisons, there are without question national differences

between the economic and social performance of the countries under study. Some of
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these differences, especidly in the field of HRM, require a comparative approach
which considers more than macro-economic data. Consequently aframework for

comparative study of HRM practicesin different countriesis discussed next.

2.4.2 Framework for compar ative study

Following a proposed framework by Verma, Kochan and Lansbury (1995), shown in
figure 2.4.1, an attempt is made to compare the four countries under study,
considering HRM issues on five dimensions. The outcome is economic and social
performance, with the input factors being role of government, including institutional
and legal frameworks, firm strategies, including competition and technology, and
finally, other factors, including historical, political and cultural factors. The five
dimensions of country comparison are work organisation, skill formation and
training, compensation systems, employment security and staffing and finally,
corporate governance (Verma, Kochan & Lansbury 1995).

Figure 2.4.1: Framework for compar ative study of countries

Employer-Labour-Government
Relations

Explanatory forces HRM practices Outcomes
Role of government: \

Institutional IR arrangements
Economic and fiscal policy

Legal framework =Work organisation Economic and
=Skill formation, training .

Firm strategies: =Compensation social

Competitive Objectives *Employment securit performance
p | ploy y

Technological development =Corporate governance

Other factors: /

Historical

Political

Cultural

(Source: Verma, Kochan and Lansbury 1995:6)
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The presented framework has been applied to many countries by Verma, Kochan and
Lansbury (1995) and it has served as a basis for other researchers (Nankervis,
Compton & Baird 2002). Verma, Kochan and Lansbury (1995) see historical,
political and cultural factors as ‘ other input factors' among the earlier listed input
factors of ‘role of government’ and ‘firm strategies . It may be argued that historical,
political and cultural factors are the most dominant factors in enduring national
differences (Adler 2001; Briscoe 1995; Herkenhoff 2000; Hofstede 1980, 1991,
1993, 2001; Pauly & Reich 1997) and they do indeed contribute largely to the
formation of government role and firm strategy, thus necessitating a more detailed
discussion of cultural differences between Germany, Singapore, Thailand and
Indonesia. In the following sections, this framework is applied to the four countries

under study.

Compar ative Framework applied. Comparative studies on national levels face the
problem of contradicting trends and data (Rowley & Benson 2002). For example,
within one single country vast differences in tradition, present economic activity and
HR management may be encountered (Verma, Kochan & Lansbury 1995).
Nevertheless an attempt is made below to present a summary of the four countries
under study, applying the comparative framework of Verma, Kochan and Lansbury
(1995) in table 2.4.2.

24



Table 2.4.2: Framework applied for comparative study of Germany, Singapore,

Thailand and Indonesia

Germany Singapore Thailand Indonesia
Extensive use of Largely :azftleixslik\)/lg’use
technology to influenced by Largely influenced
work ; N . of labour,
or ganisation increase flexibility | presence of by Buddhism and little effort to
9 and productivity of | American MNES | the Monarchy. .
workforce. regional HQ. inerease
productivity.
Abundance of Abundance
Wéll trained Government unskilled labour. of cheap,
workforce with pushes high levels | Shortage of training | unskilled
«ill formation emphasis on of education. and skilled labour. labour.
vocational training | Very limited Lack of effective Shortage of
and practical effort from the public-private training and
education. private sector. cooperation in skilled
educational sector. | labour.
. Extremely
Though ahigh Salaries have Sdlarieshavebeen | high
been constantly o ; .
wage country, real N constantly risingin | differencesin
. rising in rea N
wages have been in o real termswith high | pay between
. terms with high X .
compensation decline for years. multioles of multiples of pay skilled and
P Relatively evenly P pay scalesasthenorm. | unskilled
systems L scales asthe ;
distributed pay : Since 1997 labour.
norm. Singapore ; I
scales among . struggling with high | Wages
; : is not a cheap h S
industries and ! wages and low skill | declined in
. labour location
professions. anvimore base. real terms
ymore. since 1997.
High employment Very dynamic .
security and labour market Very dynamic Very
: - l[abour market. At .
workforce loyalty with no obligation | .. dynamic
) times of growth
with legal on employer to . labour
. : little loyalty of the
employment protection of the provide workforce. Leqal market. At
security workforcein permanent ree. -4 times of
protection to .
downturns that employment or revent lavoffs growth little
makes investors job security. US P Y loyalty of the
. makes it costly for
careful to expandin | system servesas : workforce.
MNEs to downsize.
upturns. role model.
Collective High
bargaining and Corporatist Very little unionisation.
strong positionsof | system wherethe | unionisation. Firms | Fregquent
the unionswho are | state pushes are like families. clashes
corporate also represented on | labour inarole Socially stabledue | between
governance the boards of subordinate to to calming labour force
directors (co- government influence of and
determination). economic policy. | Buddhism and the employers.
Socidly very Socially stable. monarchy. Socially
stable. unstable

(Sources: Briscoe 1995; Herkenhoff 2000; Kamoche 2000; Lawler & Siengthai
1998; Verma, Kochan & Lansbury 1995; Wright University 2002)

Work organisation. Germany uses technology to increase flexibility and

productivity of the workforce, Singapore is strongly influenced by American MNEs

having their AsiaHQ in Singapore. Thailand is influenced in its work organisation
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by Buddhism and the strong presence of the monarchy and Indonesia, being rather
inflexible, uses its abundant workforce without much effort to increase productivity.
(Briscoe 1995; Kamoche 2000; Lawler & Siengthai 1998; Verma, Kochan &
Lansbury 1995)

Skill formation. Thailand and Indonesia have an abundance of unskilled labour,
with shortages in training and skilled labour, while in Singapore the government
actively pushes for high levels of education and training. In Germany the emphasisis
on practical education, deeply embedded in the system through vocational training
(Briscoe 1995; Kamoche 2000).

Compensation system. Germany and Singapore are high wage countries with
Indonesia being a cheap labour country and Thailand struggling with wages too high
for the low skill base. While salaries and wages are distributed relatively evenly in
Germany, making it very expensive for low skilled labour, Singapore as well as
Thailand and Indonesia are more used to high multiples of pay scales (Herkenhoff
2000; Kamoche 2000).

Employment security. The three Asian countries under study have dynamic labour
markets and little worker loyalty with the US being the role model for Singapore.
The German labour market is highly regulated and protected, thus not dynamic, with
high worker loyalty. Thailand and Germany protect their workforce legally against
layoffs, resulting in more careful expansions during economic upturns (Briscoe 1995;
Lawler & Siengthai 1998).

Cor porate gover nance. Germany, Singapore and Thailand are socially stable, yet
for different reasons. While in Thailand socia stability stems from the family values
and calming influence of Buddhism and the monarchy, social stability in Singapore
is engineered by the government corporatist system and in Germany social stability
is owed to the collective bargaining and relative power of the unions, who are also
represented on the boards of directors. Indonesia, on the other hand, is socialy
unstable with frequent clashes between workforce and employers (Briscoe 1995;
Kamoche 2000; Lawler & Siengthai 1998).
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There is an ongoing debate as to whether national institutional differences are better
suited than national cultural differencesto compare outcomesin HRM practices
(Kostova 1999; Rowley & Benson 2002). However, while macro economic data and
country comparisons are important, they can only serve as background information
when dealing with IHRM issues (Briscoe 1995). In line with the established literature
(Bartlett & Ghoshal 1998; Herkenhoff 2000; Hofstede 1991; 1993; 2001) the
assumption in this study is that national cultural differences are amost significant
factor in shaping institutions as well as in shaping outcomes directly. Therefore the
emphasis of research in this study is on national cultural differences rather than
institutional differences. The next section defines culture and introduces four

frameworks along which national cultural differences may be highlighted.

2.4.3 Differencesin national cultures

Definitions of culture are widespread. For Nankervis, Compton and McCarthy (1999,
p.644) culture consists of ‘language, religion, values and attitudes, education, social
organisation, technology, politicsand law’ of a country. While this offers arather
general definition, sometimes cultureis just used as a synonym for nationality
(Bhagat & McQuaid 1982). Most definitions seem to anchor around values and
attitudes being the core of culture (Herkenhoff 2000). Hofstede (1980, p.25) defined
culture as.

‘the collective programming of the mind which distinguishes the

members of one group or category of people from another’.

This definition is used within this study as a definition that is neither too narrow nor
too general. In addition, the Hofstede definition leads to three general assumptions
that are important in this context. First, the assumption that national cultural
differences do exist; second, that these differences are associated with a certain
number of shared values, and third, that shared value systems influence people's
attitudes and behaviour in their working lives. Thisis consistent not only with
Hofstede but also with the established literature (Evan 1975; Inkeles & Levinson
1969; Kluckhohn 1951; Kluckhohn & Strodtbeck 1961; Kroeber & Parsons 1958;
Parsons & Shils 1951, all quoted in Herkenhoff 2000).
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Four frameworks to describe cultural differences among different nationalities are
discussed (Brake & Walker 1995; Hofstede 1983a, 1993, 2001; Kluckhohn &
Strodtbeck 1961; Trompenaars 1993). These frameworks seek to highlight
differences between national cultures along certain dimensions; an overview is
presented in table 2.4.3 below.

Table 2.4.3: Four frameworksto compare national cultural dimensions

Kluckhohn and Hofstede (1983; Trompenaars (1993) Brake and Walker
Strodtbeck (1961) | 1993) (1995)
beliefs aboult: Power distance Universalism vs. Environment
- Human nature particularism
Time Individualism vs. Time
Relationships collectivism Individualism vs.
(high versus collectivism Action
low) Masculinity vs.
femininity Affective-neutral Communication
Uncertainty Specific-diffuse Space
avoidance
Achievement- Power
Later: long-term ascription Individualism
orientation Competition
Structure
Thinking Patterns

(Source: adapted from Nankervis, Compton & Baird 2002)

Kluckhohn and Strodtbeck (1961) distinguish value orientations such as beliefs about
time or the importance of relationshipsin business. Hofstede (19833, 1991, 1993)
claims that national cultures can be categorised into four dimensions, which are
power distance, individualism versus collectivism, masculinity versus femininity and
uncertainty avoidance. Later Hofstede enlarged his model to contain afifth
dimension, long-term orientation, based on a study of Chinese scholars (Chinese
Culture Connection 1987). Hofstede' s (1983b, 1991, 1993) work is the best known
and at the same time has been criticised for generalising findings from one company
only, IBM (Nankervis, Compton & Baird 2002). The proven theoretical relevance of
the Hofstede framework is based on the largest and most comprehensive data bank
collected to date. The established validity and rigour of the Hofstede framework
makes it an acceptable framework for this study (Herkenhoff 2000). Trompenaars
(1993) builds on and refines Hofstede’ s work by highlighting cultural differences
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along the dimensions of particularism versus universalism, individualism versus
collectivism, affective-neutral, specific-diffuse and achievement-ascription. Brake
and Walker (1995) define ten cultural dimensions including beliefs about the
environment, time, action, communication, space, power, individualism and
competition, aswell as structure and thinking pattern. In brief, this section introduces
four frameworks to compare differencesin national culture. Next, the national

culture of the four countries under study is discussed using two of these frameworks.

2.4.4 Country Comparison based on Frameworks

While exact rankings are neither available nor stable over time, a general comparison
between the four countriesin question can be made (Wright University 2002). On the
level of comparison required in this study the four culture frameworks discussed
obtain similar results. It is therefore justifiable to discuss only the two best known
and widely applied frameworks, that is those of Hofstede (1983) and Trompenaars
(1993) (Herkenhoff 2000; Wright University 2002). Below are the four countries
descriptions along the cultural dimensions of Hofstede (1983a, 1991, 1993) and
Trompenaars (1993) summarised in tables 2.4.4 and 2.4.5:

Table 2.4.4: Hofstede' s cultural differences between Germany, Singapore,
Thailand and Indonesia

Hofstede . : :
(1983) Germany Singapore Thailand Indonesia
Power . . .
distance 35 low 74 high 64 high 78 high
Individualism | &7 o 20 Low 20 low 14 low
vs. collectivism

Masculinity vs. | g6 o 48 low 34 low 46 low
femininity

Uncertainty | g5 pign 8 Low 64 high 48 low
avoidance

Long-term 31 low n.a high 56 high 25 low
orientation

(Source: Hofstede 1983b, numbers are normalised from O (lowest) to 100 (highest))

Power distance. Power distance is the degree to which people accept and expect
large differences between the most and least powerful members of society in terms of
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privileges, wealth and well-being (Wright University 2002). The greater power
distance in Singapore, Thailand and Indonesia compared to Germany impliesa
greater acceptance of unequal power distribution and hierarchical differences,
manifested also in vast differences in pay. Subordinates in low power distance
cultures like Germany appreciate being asked for their input in decision making, and
they often expect to be consulted about decisions that affect them. Such participative
management might be seen as inappropriate, or at worst as incompetence, by Asian
employees (Wright University 2002).

Individualism ver sus collectivism. In cultures that are highly individualistic, people
are expected to be self-reliant and independent, and to focus primarily on caring for
themselves and their immediate families. In cultures that are highly collectivist,
people are expected to serve the groups to which they belong. Most Asian cultures
are highly collectivist (Wright University 2002). The lower individualism in
Singapore, Thailand and Indonesia compared to Germany, implies that measures
tending to emphasise or reward the individual, such asindividual appraisal systems,
performance-related pay, ‘ employee of the month’ or best practice sharing, does not
find fertile ground or at least may be less successful than in Germany (Herkenhoff
2000; Kamoche 2000).

Masculinity versus Femininity. Also known as achievement versus relationship
orientation, countries high on masculinity rate achievement and success higher than
caring for others and the quality of life (Wright University 2002). The wording,
masculinity versus femininity, has no gender connotation here and does not describe
the role of men and women in asociety. The lower masculinity in Singapore,
Indonesia and specifically in Thailand compared to Germany implies that the
tendency of the Germans to want to get the job done, regardless of the emotional or
relationship cost that may be involved, makes the Germans appear rude and too
direct, while the higher femininity approach of the Asian partners seems to the
Germans like avoiding the issue (Brodbeck, Frese & Javidan 2002).

Uncertainty avoidance. Countries that are low in uncertainty avoidance are
relatively comfortable with events and people that are unpredictable. Countries that

are high in uncertainty avoidance develop elaborate formal and informal systemsto
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control their environments and have strict behavioural norms (Wright University
2002). Uncertainty avoidance is high in both Germany and Thailand. However, one
has to be careful with the interpretation. While the Germans have developed
elaborate formal systemsin a system of rules, laws or quality standards to control
their environment objectively (Brodbeck, Frese & Javidan 2002), the Thais have an
elaborate informal system based on religion and behavioural normsto control their
environment (Lawler & Siengthai 1998). The very low uncertainty avoidance of
Singapore can be explained by the fact that the responsibility to worry about the
future of Singaporeans has been assumed by the government, and therefore the
individual feels with certainty that the government will take care of all important
matters (Baker 1999). Especially during the time of Hofstede's study the latter view
may have prevailed, whereas the Asian crisis of 1997 and the more recent crises of
SARS and economic decline have shattered this confidence in the Singaporean

government (Economist 2004).

L ong term orientation. Confucian Dynamism describes the long or short-term
orientation of different cultures with aview to the future. Thus, valuing tradition and
past social obligations is considered a short term orientation, while saving and
planning for the future and persistence is considered a long term orientation. This
dimension is generally found to be strong in Asian cultures and weak in Western
cultures (Wright University 2002), though the detailed results of table 2.4.3 appear
not to confirm that notion. For example, long-term orientation in Singaporeis
certainly to be observed in terms of vision and endurance, yet it does not translate on
an individual level to seeking long term, that is guaranteed, employment or offering
long-term loyalty to the employer. Such behaviour is more observed in Germany,
stemming however, from the desire to avoid uncertainty concerning one' s future,
rather than from along-term orientation. Indonesia, with its strong traditions and

fatalistic future outlook, scores low on long term orientation.
While similar to Hofstede' s findings in many ways, Trompenaars found that cultures

also differed on universalism versus particularism, neutral versus affective, specific

versus diffuse and achievement versus ascription dimensions.
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Table2.4.5: Trompenaars cultural differences between Ger many, Singapore,
Thailand and Indonesia

Trompenaars . . .

(1993) Germany Singapore Thailand Indonesia

\L/JSnlvergallsm high on high on high on high on

- . universalism particularism | particularism | particularism

particularism

Affectivevs neutral highly neutral | neutral neutral

neutral

gﬁ?ﬁ';c VS| highly specific | middle highly diffuse | highly diffuse

Achievement | highly highly highly

vs. ascription | achievement- | middle ascription- ascription-
oriented oriented oriented

(Source: Trompenaars 1993)

Universalism ver sus particularism. People who are high in universalism believe
they can develop rules and standards that can be applied to everyonein every
situation. They tend to use contracts, formal systems and procedures. People who are
low in universalism develop their expectations of others based on personal
relationships and trust rather than on rules (Wright University 2002). Compared to
Hofstede' s (1983a) framework, universalism versus particularism is similar to
masculinity versus femininity. The Germans, high in universalism, believe in rules
and standards applied to everyone. Singaporeans, and especialy Thais and
Indonesians on the other hand, want to devel op arelationship with the other party

before having substantive discussions towards making an agreement.

Affective versus neutral. In highly affective cultures, people tend to express their
feelings openly. In highly neutral cultures, emotions are not expressed as openly and
naturally (Wright University 2002). The four countries under study are categorised as
neutral, which does not imply that the four countries are equal. Rather, the neutral
score of Germany isa‘spill-over effect’ from the next dimension, specific versus
diffuse. The professional rolesin Germany are so much separated from the personal
emotions that the expression of feelings has no place in German business life
(Brodbeck, Frese & Javidan 2002), while the neutral score of the Asian countries

under study comes from the need to save face in business life.
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Specific versus diffuse. This dimension describes the extent to which various life
roles are kept separate. In highly specific cultures, professional and private roles are
separated. In highly diffuse cultures, professional and private roles are mixed
(Wright University 2002). Compared to Hofstede' s (1983a) framework, specific
versus diffuseis similar to a blend of individualism versus collectivism and
masculinity versus femininity. Germany’s high score on specific compared to the
more neutral of Singapore and the more diffuse of Thailand and Indonesia confirms
the discussion of Hofstede's dimensions.

Achievement ver sus ascription. In highly achievement-oriented cultures, social
statusis largely derived from a person's achievements. In highly ascription-oriented
cultures, social statusis largely derived from personal attributes such as age,
experience, socia origin and connections, or gender (Wright University 2002).
Compared to Hofstede' s (1983a) framework, achievement versus ascription is
similar to individualism versus collectivism and again confirms the discussion of
Hofstede' s dimensions.

In conclusion, the differences between Singapore, Thailand and Indonesia seem
small compared to the differences between the Asian countries and Germany.
Whether this seeming similarity of the three Asian countries under study is
objectively true or is due to the fact that most of the research has been conducted
from aWestern point of view is an ongoing debate (Nankervis, Compton & Baird
2002). Nonetheless, it is tempting to group the three Asian countries together —
despite the cautioning by Rowley and Lewis (1996, p.11): ‘National culturesare
uniquely configured systemic structures and this makes the isolation and comparison
of specific cultural attributes a hazardous enterprise’. Ronen and Shenkar (1985) for
example, cluster countries along the lines of Anglo, Nordic, Germanic, Near Eastern,
Arab and Far Eastern amongst others. While they put Singapore, Thailand and
Indonesiain the Far Eastern cluster and thus offer little help for differentiation of the
Asian countries under study, it is noteworthy that the Germanic cluster including
Germany, Switzerland and Austria, is distinctly different from the Anglo cluster
containing the US and Australia amongst others. This distinct difference further
supports the motivation for this study which looks specifically at German MNEsin
South East Asia.
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Having discussed cultural differences among the four countries under study, next the
effect of cultural differences on the transfer of HR policies and practicesis
addressed.

2.4.5 Effectson transfer of HR policies and practices

In the last few decades human resource management in developed countries like
Germany and Singapore has become much more complex than the purely
administrative role of paying salaries (Kamoche 2000; Nankervis, Compton & Baird
2002). Theflexibility of choice of benefits, the responsibility of the employer to
improve the skill base of the workforce, and the increased pressure for the HR
department to prove its value to management, have changed the profession and the
impact the HR department has on the individual employee (Nankervis, Compton &
Baird 2002). While most of this should be true for Thailand and Indonesia as well,
the fact is that HR practice islagging behind the economic development of these
countries (Fisher & Haertel 2003; Kamoche 2000).

The discussion until this point has focused on national, cultural and societal
differences between the countries under study, namely Germany, Singapore,
Thailand and Indonesia. While it has been established that these differences have a
strong influence on respective local HR practices, and that these local HR practices
do indeed differ significantly, the question remains what impact these differences
have on the transfer of policies and practicesin the MNE. This discussion leads to

the second research issue, namely:

RI2: What key cultural, legal and societal differences between the countries
Germany, Singapore, Thailand and Indonesia influence the transfer of HR

policies and practices?

This section, addressing national, cultural and legal differences, compares the four
countries on a macroeconomic level and establishes the second research issue. The
next section will discuss the multinational enterprise or MNE. Stages of
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internationalisation, as well as the influence of the MNE and the industry on HRM
will be discussed.

2.5 Stages of inter nationalisation of MNEs and their impact on human resource

issues

This section discusses the stages of internationalisation of the multinational
enterprise. Convergence and divergence are introduced and the influence of industry
versus nationality is discussed. Furthermore, the manager’srolein the MNE is

discussed and a discussion of German MNEs s presented.

Definition of Multinational Enter prise. The internationalisation of business has a
long history. Many expeditions to discover the world were driven by the desire to
gain fortunes and riches from international trade (Rugman & Hodgetts 2000). Indeed,
much of what is South East Asiatoday had been explored and opened for trade by
the British-India Company long before official colonisation occurred (Baker 1999).
In today’ sworld of globalisation and ever increasing international political and
economic ties, often an enterprise that is mainly domestic in its home country is
multinational by the definition used by Rugman and Hodgetts (2000, p.38):

‘A Multinational Enterprise (MNE) isa company that is
headquartered in one country and has operations in other

countries'.

A far more complex definition is offered by Sundaram and Black (1992, p.733):

‘A Multinational Enterprise (MNE) is any enterprise that carries
out transactionsin or between two sovereign entities, operating
under a system of decision making that permits influence over
resources and capabilities, where the transactions are subject to
influence by factors exogenous to the home country environment of

the enterprise.’
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Rugman and Hodgetts' (2000) definition convinces with its simplicity. To exclude
al ‘mostly domestic enterprises’ and to stress the point made by Sundaram and
Black (1992) the following definition is proposed here:

‘A Multinational Enterprise (MNE) isa company that is
headquartered in one country and has significant operations as

well as employeesin other countries'.

Even a small enterprise can be truly multinational. Therefore it is appropriate not to
mention size in the definition. Neither isit beneficial in this context to differentiate
between the Multinational Corporation, or MNC, and the MNE. For the purpose of
this study however, it is appropriate to look only at large enterprises that have both
the resources and challenges that come with size and complexity (Chew & Horwitz
2004; Dowling, Schuler & Welch 1999; Gong 2003). As a somewhat arbitrary, yet
widely acknowledged, criterion, it is suggested that only companies that are part of
the Fortune Global 500 companies (Fortune 2004; Rugman & Hodgetts 2000) be
included. Having defined the MNE for the purpose of this study, next, the stages of
internationalisation are discussed.

2.5.1 Inter nationalisation

Nankervis et a (1999, 2002) acknowledge the difficulty in understanding
internationalisation, because of its varied descriptions and definitions. Especially the
use of the word ‘ multinational enterprise’, defined above as describing geography
and activities, is often also used as a developmental phase of a company on its path
towards globalisation (Adler 2001; Briscoe 1995), thus creating a certain amount of
ambiguity. Nonetheless, Briscoe (1995) integrates more complex descriptions of the
internationalisation process (Adler & Ghadar 1990; Bartlett & Ghoshal 1989) and
identifies six stages of the internationalisation of enterprises. The stages of
internationalisation are first, export; second, sales subsidiary; third, international
division; fourth, multinational enterprise, and finally, globalisation, alliance,

partnerships and consortia.
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Export isusually the first phase of internationalisation, where the domestic
operation starts to export its finished products (Briscoe 1995; Nankervis, Compton &
Baird 2002). Sales and distribution are handled by distributors or franchisees. When
sales reach a certain volume, typically the firm establishes its own Sales Subsidiary,
staffed with home office managers and local support staff. When the international
sales volume reaches significant levels, for example 10-20% of total volume, the
firm may set up Inter national Divisions that take on more responsibility than just a
sales office. These responsibilities may include foreign production, country specific
marketing or product development. The next stage, Multinational Enterprise, can
be characterised as one of having multiple fully functioning country organisations
with strong input from headquarters. Once the notion of home country and home
market is replaced by a globa view of the world as one market, the level of
Globalisation or transnational (Bartlett & Ghoshal 1998) is reached. The global
organisation shares resources on a global basis to access the whole world market
with the highest quality product at the lowest cost. An even higher level of
internationalisation, that of Alliances, Partner ships and Consortia makes
international firms share resources to accomplish tasks they normally would not be
able to accomplish alone. Joint research and devel opment projects across the globe

are examples.

During the process of internationalisation, especially at the multinational enterprise
stage, a company can adopt different orientations with respect to strategy and staffing
of senior management positions abroad. Three possible orientations are ethnocentric,
polycentric and geocentric and an analogy can be drawn to the IHRM approaches
exportive, adaptive and integrative as discussed in Section 2.3.2. Table 2.5.1

provides an overview:
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Table 2.5.1: Comparison between ethnocentric, polycentric and geocentric

orientation
. , Senior management | IHRM
Underlying belief staffing approach
ethnocentric What works at homewill | Mostly from home exportive
work everywhere country P
, I Mostly from the local .
polycentric | Every country is different operation adaptive
_Global integration _ Best talent
. integrates the good things | . . : .
geocentric : internationally integrative
from each country to find i
available
one best way

(Source: Developed for this study)

Corporate strategy in ethnocentric oriented companies is based on a home country
perspective, which holds to the underlying belief that what is successful at home
should be equally successful elsewhere. An ethnocentric staffing approach is one
where key positions are filled by headquarters country nationals. In ethnocentric
oriented companies the strong headquarters input in the stage of multinational
enterpriseis reflected in the choice of top management where *key personnel in the
subsidiaries and regional offices are usually from the company’ s home offices with
many decisions still being made at corporate headquarters (Briscoe 1995, p.26).
Further reasons for ethnocentric staffing are lack of qualified host country nationals,
that lack being real or perceived, and the need to maintain good communication links
with corporate headquarters (Erwee 2000; Fisher & Haertel 2003; Gong 2003).
Challenges of ethnocentric staffing are first, the limits on development opportunities
for the host country nationals; second, the possibly lengthy adaptation period of
expatriates to the host country; third, the differences in compensation packages
involving both cost and fairnessissues, and finally, the difficulty for expatriatesin
evaluating host country nationals (Briscoe 1995; Erwee 2000; Gong 2003). The
IHRM approach corresponding to an ethnocentric orientation is an exportive

approach.

Companies with a polycentric orientation believe that each foreign subsidiary’s
environment is unique and different, that is, too difficult to understand and deal with
from a home base. Therefore, each foreign subsidiary is given agreat deal of

autonomy and decision making power. The subsidiaries become more self-sufficient

38



and independent with local national managers. One reason for firms to become
polycentric is that as they expand they become overwhelmed by the increasing
differences in their operating environments. One reaction isjust to let each foreign
unit assume responsibility for its own behaviour and profitability (Dowling, Schuler
& Welch 1994). The polycentric staffing approach is one where local managers are
recruited to manage subsidiaries in their own country and at corporate headquarters
respectively. Four advantages of this approach are first, the language barrier between
management and staff is eliminated; second, more comprehensive understanding of
the local cultural, political, and economic environments; third, local managers are
less expensive, and finally, there is more continuity to the management of foreign
subsidiaries (Adler 2001; Erwee 2000). Challenges of a polycentric approach are
bridging the gap between local national subsidiary managers, and the parent country
managers as well aslimited international development possibilities for the local
managers, both in subsidiaries and headquarters (Erwee 2000; Gong 2003). The
IHRM approach corresponding to a polycentric orientation is an adaptive approach.

A geocentric orientation within the firm is both a globally integrated business
philosophy and a compromise between the extremes of ethnocentrism and
polycentrism. The geocentric staffing approach is one where the best globally
available talent is recruited to manage subsidiaries and corporate headquarters. The
advantages and disadvantages of geocentric staffing are compounds of the challenges
and opportunities that come with ethnocentric or polycentric approaches: while the
talent pool islarge and development possibilities are maximised, expatriation with all
its problems, yet without the home country link, becomes the norm (Briscoe 1995;
Chew & Horwitz 2004; Dowling, Schuler & Welch 1994; Erwee 2000). The IHRM

approach corresponding to a geocentric orientation is an integrative approach.

Briscoe (1995) as well as Dowling, Schuler and Welch (1994) argue that the use of
expatriate managers often develops over time along atypical path, that is, aninitially
ethnocentric orientation can over time gradually develop towards a more polycentric
orientation and then towards a more geocentric one. In the initial phases of
internationalisation many expatriate managers from the home office move to build up
subsidiaries in anew foreign location. As the company trains local managers,

expatriation declines in the countries. The number of international expatriate
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managers, yet not from the home office, increases again as the company grows into a
global or transnational operation and managers move from one subsidiary to the next
(Briscoe 1995; Evans, Pucik & Barsoux 2002; Nankervis, Compton & Baird 2002;
SHRM 2004). While the use of expatriates may develop over timein atypical
fashion, Kopp (1994) and Gong (2003) argue that the national origin of the MNE
puts a vastly different timeline on that ‘typical’ path.

Normally the process of internationalisation begins with a domestic operation that
starts to export its finished products, going through the described stages towards a
network of global aliances that renders the notion of home country somewhat
irrelevant. In large organisations often all the stages are found at the sametimein
various business fields or product lines. Thisis aso the case with the three German
MNEs studied here (see Chapter 3): some businesses are truly global with business
unit headquarters even outside Germany, such asin Sweden or in the US, thus
making home country hard to define. Some other businesses in the same MNEs are at
the stage of producing in Germany and having international sales subsidiaries.
Almost all Fortune Global 500 companies are in the MNE stage, that is, asfar as
most of their business volume is concerned (Rugman & Hodgetts 2000), and are
therefore in their totality referred to as MNESs. Bartlett and Ghoshal (1998) describe
some activities of selected companies as transnational as well as some individual
managers as being global managers. Y et, most large corporations which work across
borderstoday are in the multinational enterprise stage. The concept of the global and
the transnational company and its global managersis still more of agoal than a
practice for entire organisations (Bartlett & Ghoshal 1989, 1998; Briscoe 1995;
Evans, Pucik & Barsoux 2002), while it can be areality for parts of an organisation.

Although the stages of internationalisation from export to transnational companies
and global alliances represent a development continuum, it can not be concluded that
it is desirable for every company to be transnational right away. One previously often
guoted example (Bartlett & Ghoshal 1998) of a global or transnational company,
ABB, is at present struggling for survival (Financial Times Deutschland 2004),
whereas Adler (2001) points out that the world-wide operations of giants like NEC,
Fujitsu, Mitsubishi and Siemens, where foreign subsidiaries are treated as

appendages of the home country headquarters, are evidence that international
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organisations can exist successfully at the stage between international division and
MNE. The three German companiesin this study are in the MNE stage and their
approaches to international human resource management are studied. Having
discussed the stages of internationalisation and possible strategic orientations,

attention will next be focused on convergence versus divergence.

2.5.2 Convergence and Divergence

Bartlett and Ghoshal (1989) introduce the transnational company that integrates
assets, resources and people around the world. For these authors, the international or
multinational company is already outdated and the transnational companies are
borderless companies managed by a group of internationally minded and experienced
people. Thistrend towards a universality of good management isreferred to as
convergence (Dowling, Schuler & Welch 1994), with some authors claiming that
they discovered several universally embraced best practices, that is, convergence, in
cross-cultural research (Von Glinow, Drost & Teagarden 2002). Recent evidence
however, seems to indicate that MNES are not converging in their practices, rather
they may even diverge with respect to human resource management (Keeley 2001;
Pauly & Reich 1997; Rowley & Benson 2002). In fact, Pauly and Reich (1997, p.3)
clam: ‘Theingtitutional and ideological legacies of distinctive national histories
continue significantly to shape the core operations of multinational firms based in

Germany, Japan and the United Sates'.

Adler, Doktor and Redding (1986) offer the suggestion that organisations converge
on macro-level variables such as technology and structure, and continue to be
different or even diverge sometimes on micro-level variables such as people’'s
behaviour. While intuitively correct, thisis challenged in the literature with the
argument that macro-level and micro-level variables cannot be separated (Rousseau
& House 1997). This study blends both arguments, namely if macro-level variables,
that is, policies, converge and micro-level variables, that is, practices, diverge, or at
least not converge, then the task of translating policies into practices becomes more
complex. Finally, the concept of ‘ crossvergence’ isintroduced (Ralston, Holt,

Terpstra & Kai-Cheng 1997) to explain that a blending of cultures can lead to
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something either new or in-between which is not necessarily converging towards one
universal, culture-free organisation (Fisher & Haertel 2003; McGaughey & De Cieri
1999). Drawing an analogy with the world of natural science, crossvergence seems
most likely and can be observed in mechanics, fluid chemistry and biology as well

as, on amore abstract level, in systems and control theory (Follinger 1994).

In summary, it can be said that the discussion on convergence and divergenceis still
going on, with evidence and arguments pointing in multiple directions. While older
arguments postul ated convergence towards global best practice, more recent studies
seem to find more evidence of divergence or crossvergence (Rowley & Benson
2002). In the context of this study crossvergence might be found in the dealings
between HQ in Germany and the Asian subsidiaries. Having discussed the stages of
internationalisation as well as convergence and divergence, next, the influence of

industry on transfer is discussed.

2.5.3 Industry

Thefield of activity or industry in which the MNE is engaged has been found to
influence the MNE' s structure, strategy and, to a lesser extent, its culture (Bartlett &
Ghoshal 1989; Porter 1990). Many studies concern themselves with one industry
across bordersto find industry-specific criteria. It iswidely acknowledged (Adler
2001; Briscoe 1995; Gong 2003; McGaughey & De Cieri 1999; Pauly & Reich 1997)
that national history and legacy play a more profound role in defining culture than
that played by industry. Indeed, the most widely accepted study of differencesin
national cultures by Hofstede (1983b, 1991, 1993) is based largely on findingsin one
company, IBM. While the latter study has been criticised for its limitation to one
MNE only, it isstill regarded as the standard or benchmark study on national culture
(Herkenhoff 2000; Wright University 2002). This acceptance by the academic world
implies an acceptance of the idea that national cultural differences are more
important than industry or corporate values. Furthermore, it can be safely assumed,
though thisis not part of the present study, that differences between MNEs stem
from a blending of present and past influencing factors (Fisher & Haertel 2003; Gong

2003). These include amongst others: the founder’ s personality, past mergers and
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acquisitions, legal influences, industry and predominantly, national and societal and
cultural differences (Pauly & Reich 1997; Porter 1990; Rugman & Hodgetts 2000).
In brief, differences between MNEs are manifold, with national culture being avery
significant one. In this study German MNESs from three industries and with
operations in Singapore, Thailand and Indonesia are included. Next, the role of the

individual manager is discussed.

2.5.4Manager’srole

The internationalisation of business and the need to compete for skills rather than
natural resources or cheap labour led to a common understanding, if not yet practice,
that IHRM is akey element of business strategy (Bartlett & Ghoshal 1998; Briscoe
1995; Dickmann 2004; Evans, Pucik & Barsoux 2002; Kamoche 2000; Rugman &
Hodgetts 2000). IHRM is not solely the business of HR managers; rather it isthe
global manager’ s task to incorporate IHRM issuesin hisor her daily work (Bartlett
& Ghoshal 1992, 1998; Evans, Pucik & Barsoux 2002). Bartlett and Ghoshal (1998)
define the role of an MNE’ s country manager and functional manager amongst other
things as those of ‘sensor’ and * cross-pollinator’. This constitutes a change with
respect to previous roles where the MNE’ s expansion was a parochial one way street
and the main task of the country manager was to build up and introduce headquarters
practices (Briscoe 1995). At the sametimeit is much harder to train or find and
retain ‘sensors’ and ‘cross-pollinators' than traditional builders. Consequently, the
role of the corporate manager shifts towards one of being largely a‘talent-scout’
(Bartlett & Ghoshal 1998). In other words, globalisation requires more people skills
and cultural awareness of corporate and country managersin MNEs. In this study

interviews with HR and line managers in headquarters and subsidiaries are included.

With the ever increasing importance of the role and people skills of the expatriate
country manager, the need for the right selection and training gains equally in
importance (Adler 2001; Black & Mendenhall 1991; Briscoe 1995; Erwee 2000;
Fisher & Haertel 2003; Nankervis, Compton & Baird 2002). The key issues are to
identify the training needs of the expatriate and his or her family and then design a
program that addresses those needs (Adler 2001; Briscoe 1995; Fisher & Haertel
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2003; Nankervis, Compton & Baird 2002). Furthermore, the training methods should
be matched to the assignment at hand, rather than being standardised, and training
needs should be constantly evaluated and adapted as needed. In other words,
selection and preparation are important factors for successful expatriate assignments.

Having discussed the manager’ srole, next, German MNEsin Asia are discussed.

255 German MNEsand Asia

Germany is the number one exporting nation in the world ahead of the United States
and Japan (Financial Times Deutschland 2003). Because of the smaller domestic
market compared to the US, many of the German MNEs have more business and
more employees abroad than in Germany (Rugman & Hodgetts 2000). Being
successful internationally, not only as an exporter but equally as an employer, is
increasingly important to sustain Germany’ s position in the world economy
(Economist 2002). Germany, German MNESs and German behaviour are found to be
different or distinct from other countries and their MNEs and behaviour (Brodbeck,
Frese & Javidan 2002; Chew & Horwitz 2004; Dickmann 2004; Hunt 2002; Kopp
1994; Pauly & Reich 1997; Ronen & Shenkar 1985; Rugman & Hodgetts 2000).
National and cultural differences discussed in the previous section help to explain

these differences.

Having established the economic significance of Germany, there are also severa
reasons for looking at German MNEs specifically in selected Asian countries. First,
thereis the success of many Asian economies: Asiais, despite the setback of the
1997 cridsis, the fastest growing region in the world (Economist 2002) and still under-
researched compared to Europe and the US (Chew & Horwitz 2004). Second, the
economies of the countries under study are often grouped together as"Asian” and
underpinned by "Asian values' on the basis of geographical and cultural proximity.
Local customs, institutions, and labour forces do, however, provide for significant
differences among the selected countries. Third, in view of the regional range of
stages of economic development, the selection of countries also alows exploration of
transfer both to advanced Asian economies, namely Singapore, and less-devel oped

ones, namely Thailand and Indonesia. In short, it isjustifiable, indeed necessary, to
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study the specific approach of German MNEsin South East Asia, rather than
undertaking a general study of any MNE's approach to any foreign country.

To summarise, this section, addressing parent discipline 3, which concerns MNESs
and their impact on HR issues, first discusses MNEs and their stages of
internationalisation, followed by a discussion of convergence versus divergence with
evidence towards neither being conclusive. The importance of industry field is found
to be less significant than national culture when comparing MNES, and the

manager’ s role requires more cultural awareness with ongoing globalisation. Finaly,
the importance of Germany and South East Asiafor the world economy is discussed,
thereby justifying this study. The next section discusses the immediate discipline of
this study, transfer of HRM policies and practices. A model of success of transfer is
introduced. Convergence and divergence are revisited in the context of HRM policies

and practices.

2.6 Transfer of human resour ce policies and practices from multinational

enterprises headquartersto subsidiaries

This section discusses the immediate discipline, which is transfer of HRM policies
and practices. A model of success of the transfer isintroduced, stating in effect that
successful transfer of policies and practices depends on cultural, organisational and
relational factors. Convergence and divergence as possible outcomes of transfer
processes are discussed. Finally, four formal propositions regarding transfer success
are developed, forming the basis of the research issues derived in the next section.

Transfer of knowledge internationally is a key requirement for successful MNES
(Bartlett & Ghoshal 1998; Evans, Pucik & Barsoux 2002; Poedenphant 2002). The
field of knowledge management has addressed mostly the diffusion of technical
knowledge or product innovation (Bartlett & Ghoshal 1998). Kostova (1999)
proposed a model of international transfer of organisational practices. Modified and
adapted to fit the problems at hand, Kostova s (1999) model serves as the foundation
to conceptualise transfer of HR policies and practices in this study.
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The need or desire to transfer policies and practices to implement global HR systems
often arises from relatively basic needs, such as wanting quick access to global
headcount or payroll volume (Roberts, B. 2000). Thisisin contrast to the more
strategic and theoretical notion that IHRM is an integral part of business strategy
(Bartlett & Ghoshal 1989; Evans, Pucik & Barsoux 2002; Hamel & Prahalad 1994;
Nankervis, Compton & Baird 2002; Rugman & Hodgetts 2000). The approach to
internationalisation is more often than not to expand, and therefore impose the
existing home country system or process internationally, without getting involvement
of the people from the subsidiary, thus often referred to as an ethnocentric or
exportive approach (Clark, Grant & Heljltjes 2000; Roberts, J. 2000; Taylor,
Beechler & Napier 1996). Because the home country approach may be neither
accepted nor appropriate, the practice at the operational level often establishes itself

as a sub-standard solution.

Transfers of organisational practices can occur in various directions within the MNE,
including transfers from the parent company to foreign subsidiaries, from foreign
subsidiaries to the parent company, or from one subsidiary to another. The
underlying ideas of the model used here are general enough to accommodate all these
types of transfers (Kostova 1999). This study looks mainly at the transfer of HR
policies and practices, not only from HQ to subsidiaries, but also at the
internationalisation of the MNE’s HQ.

2.6.1 Success of Practice Transfer

This section discusses success of transfer of non-technical, organisational policies
and practices. Based on the discussion, propositions are established which in turn
lead to the formulation of the remaining research issues. In addition to transfer
successin general, relational context, attitudinal relationships and levels of policies

and practices are discussed.

How does an organisation know whether a strategic organisational practice has been
transferred successfully to a subsidiary? Researchers have shown that there are

various barriers to the transfer of success, some relating to the characteristics of the
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practices that are being transferred, and others of a cultural and organisational nature
(Ghoshal & Bartlett 1988; Poedenphant 2002; Szulanski 1996). Adapted from
Kostova (1999) the following definition is proposed:

The success of transfer is the degree of institutionalisation of
the practice at the subsidiary. Institutionalisation is the process
by which a practice achieves a taken-for-granted status at the
subsidiary; a status of ‘thisis how we do things here'.

Implementation and inter nalisation. Home country practices may be incompatible
with prevailing employee values. That is, the transfer process does not end with the
adoption of the formal rules describing the practice, but continues until these rules
become internalised at the subsidiary. Successful adoption depends upon the degree
of institutionalisation of the HRM practice at two levels (Kostova 1999). Thefirst is
at the implementation level, where employees simply follow formal rules. Thisisthe
relatively shallow level that is often used to support HRM convergence (Rowley &
Benson 2002). A second and deeper level isinternalisation, which is reached when
employees have commitment to, and ownership of, the practice (Kostova 1999). This
iIsalessreadily visible form of transfer and more difficult and time consuming to
research. It may be easy to implement, but much more difficult to internalise certain
practices. Therefore, even if these are ‘ best practices,” they may not bring positive

results until people become fully committed to them (Rowley & Benson 2002).

Implementation and internalisation, although different, are likely to be interrelated.
Implementation is a necessary condition for internalisation. However,
implementation does not automatically result in internalisation. It is possible that,
although a practice may be formally implemented and its rules strictly followed, the
employees do not internalise it by developing positive attitudes towardsit. They may
disapprove of the practice or of some of its aspects, or they simply may not have had
the time to develop a positive attitude towards it (Kostova 1999; Rowley & Benson
2002).

Closaly linked to the question of transfer is the discussion of convergence versus

divergence. Firgt, if transfer without adaptation was found to be successful, HRM
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would converge towards HQ policies and practices. Second, if there was either little
acceptance without adaptation, or a downright rejection of some elements of HQ
policies and practices, a case for divergence could be argued (Rowley & Benson
2002). Third, if policies were transferable without adaptation, and practices needed
significant adaptation, then attention needs to be given to the element that transl ates
policiesinto practices. Finally, crossvergence, aform of convergence towards
something new that is a blending of various ideas and practices, might be expected in
some cases (Fisher & Haertel 2003; McGaughey & De Cieri 1999).

Building on Section 2.5, transfer success will be affected by the degree of national
cultural differences of the home country and the recipient country, with regard to the
practice that is being transferred (Adler 2001; Gong 2003; Hofstede 19833, 1991,
1993; Herkenhoff 2000). This leads to the following proposition:

Proposition 1: The success of transfer of a practice from a parent company to a
subsidiary is negatively associated with the cultural distance between

the countries of the parent company and the subsidiary.

Proposition 1 could neither be confirmed or disconfirmed directly in this study
because only German MNEs are studied. Transfer of practicesis typically associated
with organisational learning, change, and innovation at the subsidiary, that is, a
cultural orientation of that unit toward learning, innovation, and change most likely
results in more positive attitudes toward the transfer process and leads to its eventual
success (Bartlett & Ghoshal 1998; Herkenhoff 2000; Poedenphant 2002). This effect
is not practice specific, since it reflects characteristics of the subsidiary that apply to
all types of activities associated with learning, innovation, and change in general.
Therefore, organisational entities that score highly on innovation will tend to be more

receptive of new practicesin general. Thus the second proposition is formulated.

Proposition 2: The success of transfer of a practice from a parent company to a
subsidiary is positively associated with the degree to which the unit's
organisational culture is generally supportive of learning, change, and

innovation.

48



Taking into account the nature of strategic organisational practices, one can suggest
that the success of transfer will be affected by the compatibility between the values
implied by the particular practice and the values underlying the culture of an
organisational unit. When these values are compatible, it will be easier for employees
at the subsidiary to understand and internalise the practice. However, it will be
difficult for them to understand, implement, and moreover internalise a practice, the
underlying values of which are incompatible with the values of their unit, implying a
practice-specific effect of organisational culture (Rowley & Benson 2002). This
leads to the third proposition:

Proposition 3: The success of transfer of a practice from a parent company to a
subsidiary is positively associated with the degree of compatibility
between the values implied by the practice and the values underlying

that unit's organisational culture.

The discussions of Section 2.3.2 and 2.4.5 lead to the first two research issues. The
above discussed proposition 1 further substantiates research issue 2, dealing with
cultural differences. Propositions 2 and 3 from this section as well as proposition 4,
introduced in Section 2.6.3 serve as a basis for the third, fourth and fifth research
issues, al of which are discussed in Section 2.7.1. Having discussed transfer success

in general, next, relational context is discussed.

2.6.2 Relational Context

Transfer failures are possible, even when both the cultural and the organisational
contexts are favourable (Bartlett & Ghosha 1998; Poedenphant 2002). A potential
reason for such failures could reside in the specific relationships that exist between
the parties involved in the transfer, a factor that has been examined only recently and
to alimited extent (Szulanski 1996). The set of key playerstypically involved in
transfers, referred to here as the ‘transfer coalition’ (Kostova 1999), is composed of
two groups of people: astable ‘core’ and aflexible ‘expert’ group. The core group
consists of the senior managers of the subsidiaries, who quite often have considerable

discretion in making a decision as to whether to engage in the transfer or not, and if
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so, how much effort to put into it. The core group in the context of transfer success of
HR policies and practices would mostly include the CEO and the HR director of a
subsidiary, and therefore managers such as CEOs and human resource managers are
interviewed in this study. The expert group is practice specific and may include
employees who are experts in the functional area of the practice. For example, if a
performance evaluation practice is being transferred, the transfer coalition in the
subsidiary may include professionals from the human resources department at the
subsidiary, in addition to the HR director and the CEO. The transfer coalition serves
as a bridge between the subsidiary and the parent company and has akey rolein
understanding and interpreting the practice and its value to the unit. The transfer
coalition isresponsible for selling the practice to the employees at the subsidiary, and
it also determines what is communicated, how it is communicated and how it is
received (Bartlett & Ghoshal 1998). Finally, the transfer coalition isimportant
because it has control over the resources employed towards a successful transfer.
Having discussed relational context, next, attitudinal relationships are discussed.

2.6.3 Attitudinal relationships

Kostova (1999) identifies attitudinal relationships as the most important relationships
with respect to transfer. They affect the motivation of the transfer coalition to engage
in the transfer process and are especially important when the direct value of the
knowledge that is being transferred is difficult to assess, asis the case for transfer of
HR policies and practices, as opposed to technologies or new product designs.

Anindividual’sidentification with an organisation results from a strong belief in, and
acceptance of, the values and goals of the organisation (O'Reilly & Chatman 1986).
In addition to using appropriate human resource policies and practices to link
regional units of the MNE, management development can play asignificant role.
Development can be the glue to bond together otherwise |oose and separate entities:
through job rotation across units and management development programs including
participants from various units, the subsidiary manager’ s values and norms become
closely aligned with those of the parent company (Adler 2001; Briscoe 1995;
Nankervis, Compton & Baird 2002; Schuler, Budhwar & Florkowski 2002; Schuler,
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Dowling & De Cieri 1993). Identification with the parent company will reduce the
effects of the ‘not invented here’ syndrome, and the policy or practice will be viewed
to alesser extent as ‘theirs, not ours’ that is, as strange and coming from an outsider.
Furthermore, when the members of atransfer coalition identify with the parent
company, they will probably prefer the subsidiary to become more similar to the
parent by adopting the practices used by the parent (Kostova 1999). Trust of the
transfer coalition in the parent company can be described as a shared belief anong
the members of the coalition that the parent company acts in good faith, is honest and
does not take advantage of the subsidiary (Bromiley & Cummings 1995). Higher
levels of trust in the parent company reduce the uncertainty regarding the value of
the policy or practice for the subsidiary, as well as the motives behind the transfer.
Higher trust also is associated with higher perceived reliability of the source, a factor
shown to have a positive influence on transfer success (Poedenphant 2002; Szulanski
1996). Finally, trust may reduce the costs of communication, negotiation and
exchange associated with atransfer between the senders, that is, the parent
companies, and the recipients, that is, the subsidiaries (Bromiley & Cummings
1995).

In other words, it is argued that transfers are more likely to succeed when members
of the transfer coalition hold positive attitudes toward the parent company. It should
be noted that the ultimate success of atransfer depends on the support of al
employees at the subsidiary and that this support does not follow automatically from
the support by members of the transfer coalition. However, the role of the transfer
coalition isstill critical because its members are in a position to provide the
necessary resources, as well as to influence the employeesin general. Thus:

Proposition 4: The success of transfer of policies and practices from a parent
company to asubsidiary is positively associated with the commitment
of the transfer coalition at the subsidiary to the parent company, the
identification of the transfer coalition with the parent company and

the trust of the transfer coalition in the parent company.

This section leads to the formulation of the third research issue, namely:
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RI3: Isthere a climate of innovation and trust between HQ and subsidiary in

general that facilitates organisational change?

Having discussed attitudinal relationships, next, levels of policy and practice are
discussed.

2.6.4 Levels

Some suggest that the convergence and divergence approaches are complementary,
operating at different levels of an HRM system'’s structure (Becker & Gerhart 1996).
These levels are first, philosophy, namely the guiding principles and basic
assumptions. Second, policy that is consistent with the guiding principles, and
assuring appropriate internal and external fit. The third level is practice,
implementation and techniques, given appropriate decisions at the policy level. For
the purpose of this study the distinction between philosophy, policy and principlesis
found to be too theoretical and therefore the distinction in this study is only between
policy and practice. While policy describes the abstract, strategic, general ideas,
practice describes the actual, operational ‘doing level’ of an HR issue. Taking into
account the fact that most data for this study come from interviews with non native
English speakers, it seems appropriate to have afew robust, rather than too many
fine, distinctions.

Change at any one level does not automatically imply change at another level. Often,
people at practice levelsresist guiding principles or policies, asthey may be
unworkable due to local customs and practices, lack of training or even ignorance. At
the policy level, operational practices may be tolerated but not built into policy or
philosophy due to ignorance or wider environmental constraints (Becker & Gerhart
1996; Rowley & Benson 2002). For Becker and Gerhart (1996), universal ‘ best
practice’ effects would be expected at the policy level. At the practice level,
however, divergent phenomenawould be more likely. Therefore, the issue of
transferability and convergence of HRM systems becomes more a matter of degree,
not of kind, and less about ‘all or nothing’ and more about ‘what aspects and how
much’ choices (Dickmann 1994; Taira 1990). However, with an expectation of
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converging policies and diverging practice implementations the role of the trandlator
of policy into practice becomes more crucial, because without effective trandation of
apolicy, therisk of transfer failure, that is transferring policies that nobody pays
attention to, becomes greater. For the purpose of this study, translation, application,
implementation or deployment of a policy into practice is understood to be roughly
the same and the general term used is tranglation of a policy into practice. In short,
there are many difficultiesin examining the issue of HRM transfer. The key question
is not whether particular practices are being adopted, but at what levelsthey are
implemented and internalised and what are the limiting factors. Therefore research
must consider change at the two levels, policy and practice, and go deeper than mere

implementation to study internalisation.

This section has discussed transfer of HR policies and practices. A model of success
of the transfer was presented, stating in effect that successful transfer of policies and
practices depends on cultural, organisational and relational factors. The next section
draws from the results of the previous sections to present the five research issues of
this study together.

2.7 Resear ch issues

This section defines the research issues based on the research question, the

propositions of transfer success and the discussion of the previous four sections.

The research question that this study addressesis:

How do German multinational companies transfer human resource

policies and practices to their subsidiariesin South East Asia?

The underlying research issues investigating the extent to which German MNES need
to take account of cultural, societal, legal, business and people specific issues when
adapting their IHRM policies and practicesin a particular Asian country are
discussed next. As afirst step in the study, the review and discussion of the literature

on transfer of HR policies and practices internationally, presented in this chapter,
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describes the knowledge currently available and identifies existing information or
knowledge gaps (Perry 1998). These knowledge gaps form the open research issues
(Yin 2003).

Overdl, this study investigates five research issues derived from the discussion of the
parent and immediate disciplines. Research issuesin a qualitative case study, as
discussed in the next chapter, Chapter 3 Research Methodology, need not be
independent variables as they would have to be in a quantitative study. Thus, the
influence of the research issues on the outcome, the success of transfer, whichis

shown in figure 2.7.1 below, is descriptive, rather than statistical:

Figure 2.7.1: Influence of Research | ssues on transfer success

Research Issues Outcomes. Transfer Success

RI1: IHRM

approach I mplementation
of policies and

RI2: cultural practices

differences

Internalisation
of policies and
practices

RI3: innovation
and trust

RI14: need for

adaptation
RI5: roles of

people

(Source: Developed for this study)

The first research issue follows from the discussion of the three different IHRM

approaches that MNEs may use when internationalising their HR processes. Thus:

RI1: Which IHRM approach do MNESs headquarters versus subsidiaries
currently follow along a continuum from exportive to adaptive and

integrative approaches?



The second research issue refers to the exogenous factors of cultural, legal and
societal differences between countries and seeks to relate these differences to the
research problem. It follows from proposition 1, made in the previous section, stating
that the success of transfer of a practice from a parent company to asubsidiary is
negatively associated with the cultural distance between the countries of the parent

company and the subsidiary. Thus:

RI2: What key cultural, legal and societal differences between the countries
Germany, Singapore, Thailand and Indonesia influence the transfer of HR

policies and practices?

Research issues three to five are directly derived from the propositions presented
when discussing success of transfer. Proposition 2 states that the success of transfer
of a practice from a parent company to a subsidiary is positively associated with the
degree to which the unit's organisational culture is generally supportive of learning,

change and innovation. Thus:

RI3: Isthere aclimate of innovation and trust between HQ and subsidiary in

general that facilitates organisational change?

Proposition 3 states that the success of transfer of a practice from a parent company
to asubsidiary is positively associated with the degree of compatibility between the
valuesimplied by the practice and the values underlying that unit's organisational

culture. Thus:

RI4: How do specific policies and practices, for example compensation, need
to change, given the MNE'’s approach and the established country

differences?

Proposition 4 states that the success of transfer of practices from a parent company to
asubsidiary is positively associated with the commitment of the transfer coalition at
the subsidiary to the parent company, the identity of the transfer coalition with the
parent company and the trust of the transfer coalition in the parent company. Thus:
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RI5: What are the roles of HQ people and subsidiary staff in the transfer
process?

This section has formulated the five research issues of this study, bringing together
the results of the previous sections of this literature review chapter. Next, the chapter

IS summarized.

2.8 Summary

This chapter presents the background of the research problem and the research issues
and discusses the relevant literature in the parent disciplines as well asin the
immediate discipline. The structure of this chapter follows the structure of an
integrative framework of IHRM studies (Schuler, Dowling & De Cieri 1993).

The parent disciplines are first, international human resource management; second,
national, cultural and legal differences between Germany, Singapore, Thailand and
Indonesia; third, MNEs and their impact on human resource issues, and the
immediate discipline, transfer of human resource policies and practicesto
multinational enterprises’ headquartersto their subsidiaries. The current thinking in
the parent disciplinesis discussed. From the discussion of the literature five research
issues are derived, the study of which is expected to assist in understanding the
challenges and success criteria for the transfer of HR policies and practices. The five
research issues are; investigating IHRM approach, cultural and societal differences,
climate of innovation and trust, need for adaptation and finally, the roles of the
people involved. This study seeks to make an origina contribution to knowledge by
specifically analysing German MNES' transfer of HR policies and practices to South
East Asian countries.

In brief, this chapter reviews the literature, presents the research question and

problem and derives the research issues of this study. The next chapter discusses the

research methodology applied in this qualitative multiple case study.
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CHAPTER 3: RESEARCH METHODOLOGY

3.1 Introduction

The previous chapter reviewed the literature and background of the research
problem, which is concerned with the transfer of policies and practicesin
international human resources. This chapter discusses and justifies the research
design and methodology applied, to collect data to address the identified research

issues and ultimately to contribute towards an answer to the research question:

How do German multinational companies transfer human resource

policies and practices to and from their subsidiariesin South East Asia?

This study is of an explanatory nature, operating within the scientific paradigm of
critical realism. Qualitative research, especially the case study method, is applied.
This chapter consists of 11 sections, starting with the justification of the scientific
realism research paradigm and the case study methodology. Then, the role of prior
theory and the criteriafor selecting the cases are explained. Building on that, quality
criteria of this study are addressed and the process of data collection is discussed.
Thisisfollowed by a case study analysis section. Finaly, limitations of the study and
ethical considerations are addressed.

3.2 Scientific Realism Resear ch Paradigm justified

A paradigm is abasic set of beliefs about how the world works and what the
individual’s placein it is (Guba & Lincoln 1994). A paradigm can be viewed as the
map that a person uses to go through life (Covey 1990). In the world of scientific
research there are four competing paradigms, namely positivism, critical realism,
critical theory and constructivism (Guba & Lincoln 1994). Two of these, positivism
and critical realism, are the most relevant to this study and will be discussed further
(Trochim 2003). Critical realism is argued as being the most suitable paradigm to
operate within when investigating a topic as complex and dynamic as the transfer of
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international human resource policies and practices (Perry, Riege & Brown 1999;
Yin 2003).

Positivism is the default paradigm for alot of scientific research (Guba & Lincoln
1994). Positivism assumes as an ontological position that there is one true reality that
can be discovered by means of rigorous, mostly quantitative, empirical study.
Specifically the natural sciences, the ‘ hard science' operates within, or under, the
positivist paradigm (Guba & Lincoln 1994). Indeed, the natural scientist,
experimenting and observing phenomenain a controlled laboratory environment,
embodies the classic positivist research paradigm (Trochim 2003). Positivism
assumes that researchers are neutral observers and their values and biases will not
influence the research outcome (Guba & Lincoln 1994). This assumption leads to the
postulate of perfect repeatability of most experimental, natural scientific research
(Trochim 2003). Furthermore, positivism has a deductive rather than an inductive
view because hypotheses are first deduced from accepted principles and then
statistically tested (Chew 2001). That is, theories are first established and then tested

by conducting experiments designed to verify or falsify the theory.

The positivist paradigm is not well suited for this study for a number of reasons.
First, anormal search of sources found insufficient testable theory in the field of
transferring HR policies and practices internationally; while thereis research on HR
policies and practices in different countries, theory and constructs about transfer of
HR policies and practices, specificaly from German companies, are yet to be
established and thus cannot be tested in this study (Perry 1998). Second, positivist
researchers detach themselves from the research problem (Trochim 2003) and thus
are not able to interact with al the stakeholders as deeply and subjectively asis
necessary in this study to understand fully the complex issues at hand (Perry, Riege
& Brown 1999; Yin 2003). In this study many of the interview partners only agree to
an interview as aresult of personally knowing the researcher to be trustworthy and
knowledgeable in the field of international HR, in other words knowing him asa
colleague, which in turn means that the researcher involves himself in the research
process. Furthermore, the transfer of HR policies and practices is influenced by the
internationalisation process and the economic development of the researched

multinational enterprises and countries under study, as well as by the people
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involved. These points are undergoing constant changes, thus making it impossible to
repeat the same study under exactly the same circumstances. Indeed, shortly after the
data collection in the field, one MNE under study had a management reorganisation,
resulting in all three CEOs of the subsidiariesin Singapore, Thailand and Indonesia
being recalled to HQ in Germany. In brief, positivism is the dominant natural
scientific research paradigm and is not suitable for this study. Next, critical realismis
discussed.

Critical realism, also referred to as realism or post positivism, assumes that thereis
one reality of which aresearcher can only observe certain parts and aspects due to its
vast complexity (Perry, Riege & Brown 1999; Trochim 2003). In critical realism,
especialy in research where the organisational and social reality is complex (Yin
2003) and can only be observed partially and comprehended imperfectly (Perry,
Riege & Brown 1999), there is aneed for investigation of the different aspects and
viewpoints of the one reality, a process referred to as triangulation (Trochim 2003).
Triangulation is achieved in this study by interviewing multiple managers from HR
and line management for each researched MNE, and by comparing interview results
with publicly available documents such as brochures or company websites, as well as
taking viewpoints from other experts, such as, for example, the Singapore German
Business Association, HR chapter, into account.

While acertain level of objectivity isrequired from the researcher, ensured through a
well documented methodology, he or she takes a more active and subjective rolein
the research than the positivist researcher, who deliberately keeps a distance between
himself and the question at hand (Perry, Riege & Brown 1999; Trochim 2003). In
this study the researcher investigates three German multinational enterprises and is
closely aligned with one of them. Many of the interview partners are professionally
involved with the researcher in other aspects of international HR. This involvement
helpsin building trust, and results in open answers that might not have been possible

to obtain in a more anonymous interview situation.

Research of issuesin international HR is often most promising when conducted
under, or within, the realist paradigm (Napier & Vu 1998; Rowley & Benson 2002).

First, many contemporary areas of IHRM, among them the transfer of policies and
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practices across borders, still lack in-depth theory, established constructs and
principles (Perry 1998). Second, transfer of HR policies and practices is embedded
in, and cannot be separated from, the overall business situation and management
philosophy of the researched MNESs, which calls for aresearch approach attempting
to grasp as much as possible of the cultural, economic and political context in which
the multinational enterprises operate (Yin 2003). That is, rather than controlling for
external influences such as national or company culture, as the positivist researcher
would do, this study seeks to understand the impact of these external influences on
the transfer process. Furthermore, researchers operating within, or under, the critical
realism paradigm often use an inductive approach and qualitative methods such as
interviews or case studies, which lend themselves to the study of ‘real-world’ people
issues (Zikmund 2000) as they occur in the transfer of HR policies and practices, as
opposed to a controlled experiment (Janssens 2001; Napier & Vu 1998). In brief,
critical realism is a suitable paradigm for business research and this study operates

within the paradigm of critical realism.

Finally, while some researchers say that the paradigms are competing (Guba &
Lincoln 1994), it seems desirable to see them as complementary and more or less
applicablein different situations (Perry, Riege & Brown 1999). In other words, even
though the discussion of paradigmsisimportant, researchers have pointed out that
‘practical research at the working level’ (Miles & Huberman 1994, p.4) often tends
towards one paradigm while including elements of another at various stagesin the
research (Guba & Lincoln 1994; Miles & Huberman 1994; Trochim 2003). Trochim
(2003) even goes one step further when he advises the practising scientist to check
his or her assumptions, be aware of underlying paradigms and then proceed with the
study as seems practical, without perfecting the paradigm discussion. Next, the case

study methodology isjustified.

3.3 Justification of the Case Study M ethodology

The previous section established critical realism as the appropriate paradigm to
operate within for this study. This section first briefly discusses and justifies the use
of a qualitative study, then more specifically the use of the case study methodology.

60



The existing theory development that is relevant for the research at hand is
underdeveloped, as discussed in Chapter 2, and it is scientific practice to first build
theory through qualitative research and then verify theory through quantitative
research (Chew 2001; Zikmund 2000). If theory development islow and phenomena
and constructs are not well established, a quantitative approach is not recommended,
asit may lead to afalse impression of accuracy that does not reflect the issues at
hand (Varadarjan 1996). An inductive, qualitative approach, such as the case study
methodology therefore, is an appropriate methodology for new research areas such as
the transfer of HR policies and practices (Chew 2001; Napier & Vu 1998; Perry
1998; Yin 2003).

Yin (2003) lists five research strategies in socia science and discusses their proper
application. While each strategy has its distinct characteristics, large overlaps exist
between them and elements of one strategy may be found in research employing
predominantly another strategy. The five strategies, along with three associated
characteristics of each strategy, are shown in table 3.3.1 and further discussed to
establish the appropriate fit of the case study methodology for this study.

Table 3.3.1: Selection of appropriate resear ch strategy

Requires Focuson
Strat Form of control over contempor ar Relevant to this
oy research question | behavioural b y study?
events?
events?
Experiment | How, why Yes Yes No
Who, what, where, Partl_al_ly, when
Survey how many, how No Yes obtaining facts
' during structured
much . .
interviews
Archival Who, what, where, Partially, when
analvsis how many, how No Yes/No determining the
y much case backgrounds
History How, why No No No
Overall strategy,
Casestudy | How, why No Yes primary focus on
in-depth interviews

(Source: Adapted from Yin (2003, p.6))

Yin (2003) discusses three characteristics to determine which strategy is best
employed; these are, the form of the research question, control over behavioural

events and focus on contemporary events.
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The form of research question can either ask ‘who, what, where, how many, how
much’, requiring a more explanatory approach, best addressed by using a survey or
archival analysis, or ‘how’ and ‘why’, requiring a more exploratory approach (Yin
2003). The aim of a case study isto answer a‘how’ and ‘why’ question rather than
seeking to verify atheory (Perry 1998). The research question in this study is How
do German multinational companies transfer human resour ce policies and practices
to and from their subsidiaries in South East Asia? and is more of a‘how’ and ‘why’
type of question, seeking to explore the reasons behind the transfer rather than
establishing only who and which topics are involved. Those parts of the interview
protocol (Appendix A) asking for quantifiable facts, such as how many years an
interview partner has been with the respective MNE, have a survey character.

Control over behavioural events describes the degree to which the researcher can
mani pul ate the behaviour of the subjects, for example by giving or withholding
motivators. Control over behavioural eventsis a prime characteristic of the
experiment. In this study the researcher has virtually no control over behavioural
events, neither directly over the respondents, nor indirectly by being able to influence
the overall strategy of the researched MNESs for example. Furthermore, it is not
possible to compare the results to a control group, since no manipulation or
experiment takes place. Case studies, rather than an experiment, are best suited when
the researcher attempts to understand the complex contemporary eventsin situations

over which the researcher has little or no control (Stake 1995).

Contemporary events are events that take place at the time of the research and can
be observed by the researcher, as opposed to past events where a researcher has to
rely solely on records or recollections. Thus a history describes a case study about
the past without direct observation from the researcher (Yin 2003). Other than
establishing the historic context of the researched MNESs and countries, the events of
this study are purely contemporary and consequently the main strategy employed is
that of case study. Case study research should focus on one specific contemporary
part of business (Perry 1998; Yin 2003), a condition fulfilled by focusing on one
aspect of international HR, namely the transfer of policies and practices from HQ in
Germany to subsidiariesin South East Asia. Case study methodology explores and
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analyses real-life people challenges (Yin 2003; Zikmund 2000). In this study various
dimensions of the transfer process are researched, including cross-cultural challenges
between HQ and subsidiaries and line management and HR, subtle language skill
differences between native German, Chinese, Thai and Bahasa Indonesia speakers
conversing in English and ‘political’ issues such as the standing of a certain manager
in HQ for example (Perry, Riege & Brown 1999; Zikmund 2000). In short, case
study methodology is the most suitable research strategy for this study. Next, the use
of prior theory in the case study design is discussed.

3.4 Prior Theory and Case Study Research

This section discusses the use of prior theory in case study research. First awell-
defined research problem is required before the researcher can commence the process
of research design and subsequent data collection (Yin 2003). The level of

prior theory can be of pivotal importance in the design and analysis of case study
research (Perry 1998; Yin 2003). This section examines and justifies the
development of prior theory as part of the case study research design. The prior
theory derived from the review of the existing literature and two exploratory
interviews with experts in the field is then used to develop the research issues and the
guestions that form the core of the interview protocol, which in turn istested and
refined during two pilot interviews (Chew 2001; Yin 2003).

3.4.1Theroleof prior theory

Earlier parts of this study highlight the lack of established theory within the literature
about transfer of HR policies and practices. Whether taking a purely inductive
approach, or a deductive approach, theory development is essential as part of the
design phase for case studies, regardless of whether the case study’ s purposeisto
develop or test theory (Yin 2003). While inductive theory building is important
(Perry 1998), it isunlikely that any researcher could genuinely separate the

two processes of induction and deduction (Miles & Huberman 1994). The actual
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process of theory building more often than not is a step-by-step mixed approach of
both deduction and induction (Perry, Riege & Brown 1999; Zikmund 2000).

Stages of theory building. This study is conducted in two stages. Figure 3.4.1 gives
an overview of the process of establishing prior theory through alargely inductive
and exploratory stage, followed by a confirmatory or disconfirmatory stage

encompassing the main cases.

Figure 3.4.1: Exploratory and confirmatory stages of the resear ch process

prior theory
building phases

Stagel: Exploratory stage Stage2: Confirmatory stage

3 main cases

Phase 4: main case analysis

o0 00 o090
o0 00 o090

12 embedded cases

Phase 3: pilot interviews

2 pilot interviews @)

O

Phase 2: exploratory
interviews

2 exploratory @
interviews
°

Phase 1: Literature review

Number of interviews/cases

(Source: Adapted from: Carson, Gilmore, Perry & Gronhaug 2001; Chew 2001)

The exploratory stage covers three phases and the confirmatory or disconfirmatory

stage covers one phase. The exploratory stage begins with athorough literature

review, documented in Chapter 2, followed by phase two, exploratory interviews.

Two experts on international HR processes are interviewed; one from a Singaporean

subsidiary of a German MNE not otherwise included in the study and one from

academia. These largely unstructured, conversational interviews are geared towards

building on and contrasting them to the literature findings, to better structure the
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confirmatory stages of the main cases (Perry 1998). Their purpose is to establish that
the identified research issues are considered relevant by othersin the field, and to
identify questions best suited for exploring the research issues (Perry 1998; Yin
2003). Oneresult of the expert interviewsis afirst draft of the interview protocol
(Appendix A), with a dlight modification between the HQ and the subsidiaries
interview protocol for grammatical reasons. For example question C1 (Appendix A)
asks how free are you locally... in the interview protocol for subsidiaries and how
free are the subsidiaries... in the questionnaire for HQ. Furthermore, question G2
whether HQ staff is perceived as more helpful or controlling is only posed to the
subsidiaries, while HQ is asked how they think the subsidiaries answer. Another
result of the exploratory interviews, integrated in the literature review, isthe
inclusion of research issue five, concerning roles of HQ people.

Next, two pilot interviews are conducted in phase three of the exploratory stage, to
hone the data collection processes before the main case studies start (Yin 2003). Pilot
interviews are considered to be an effective tool to assess the usefulness, reliability
and validity of the interview protocol for case study research (Eisenhardt 1989; Yin
2003). Furthermore, it is desirable, more so in the pilot interviews than in the main
cases, that the interviewees should be supportive of the study (Yin 2003). For this
study, two pilot interviews are conducted in Singapore, at the subsidiary of a German
MNE not otherwise included in this study. The Singapore based managers of the

MNE are approached for the pilot interviews to help the researcher refine relevant
lines of questioning and also to provide some feedback on the overall research
design (Yin 2003). Through the pilot interviews, the researcher can test the interview
protocol and measures to be adopted for the data collection. The pilot interview
partners are deliberately chosen for their accessibility, convenience and their
willingness to cooperate (Yin 2003). In addition to the content questions, the
researcher also seeks input on the interview duration and content from the
interviewees, to integrate the findings in the final procedure applied in the main and
embedded cases. Careis taken that the pilot interviews do not represent an extreme
case (Stake 1995; Yin 2003) that is, the MNE has a stable presence in Singapore and
adesignated HR team with some form of established communication between HQ
and subsidiary with respect to HR issues. The interview protocol developed for this

study (Appendix A) isrefined after the completion of the pilot interviews. While
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most questions on the interview protocol remain the same in content, phrasing and
sequence are adapted. For example, the question about other playersin HR (B4
appendix A) is added, and the open question about anything particular about HR in
the respective company (B5 appendix A) is moved forward to part B, rather than
being a closing question. Finally, the pilot interviews give the researcher a sense of
the time and the amount of prompting required, thus enhancing the confidence and
experience of the researcher before the main case interviews. In brief, two pilot
interviews help refine the interview procedures, add relevance to the questions and

provide some interviewing practice for the researcher.

The confirmatory or disconfirmatory stage, phase four, involves the main data
collection where the now finally developed interview protocol (Appendix A) is used
in three main cases for atotal of 24 interviews, with the protocol based on the prior
theory from the literature review, in-depth exploratory interviews and pilot
interviews discussed earlier. The same interview protocol (Appendix A) isused in all
main case interviews, thereby not modifying the protocol during the main case data
collection (Yin 2003). The data collected from the four phases of the research are

then analysed in Chapter 4 and conclusions drawn in Chapter 5.

To conclude, the use of prior theory in this study facilitates the devel opment of

an appropriate theoretical framework. The prior theory in this study, derived from the
existing literature and preliminary investigations through in-depth exploratory
interviews and pilot interviews, aids in the formulation of the research issues and
interview protocol. Having discussed the role of prior theory, the next section
discusses the selection of the main cases.

3.5 Criteriafor selecting multiple case studies

Section 3.3 establishes the case study method as appropriate to investigation of the

research problem. This section discusses the number and size of the researched cases.

Two possibilities are: either conducting a single case study, or combining more than
one case to form a multiple case study. It is argued here that a multiple case study
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offers amore robust research design. Next, single and multiple case study designs are
discussed.

A single case study approach can be appropriate if the single case study isacritical
case, aunique or an extreme case or arevelatory case, in which it is possible to
observe phenomena previously inaccessible to scientific investigation (Yin 2003).
Furthermore, a single case study might be chosen if the case was a general or typical
case of the phenomena (Yin 2003). For example, Hofstede (1980) based his study of
cross-cultural differences on asingle MNE case, IBM, suggesting that cultural
differences among countries outside the MNE should be comparable but more
explicit than they would be inside. The purpose of this study is to establish how
German MNEs transfer HR policies and practices to their subsidiaries. By the nature
of the research question it would be difficult to draw conclusions from a single case
only, therefore replication and triangulation by use of multiple cases is deemed

necessary for this study.

A multiple case study rather than a single case design approach is used for this
study since a multiple case study has many advantages over a single case study
(Miles & Huberman 1994; Yin 2003). These advantages are first, it involves a
methodologically more rigorous approach based on replication logic (Chew 2001;
Yin 2003). Second, multiple case design provides triangulation of evidence, data
sources and research methods for more rigorous research (Eisenhardt 1989; Yin
2003). Furthermore, a multiple case study can be used for theory generalisation
(Eisenhardt 1989; Patton 1990) and for theory testing (Eisenhardt 1989).

In brief, amultiple case study approach is better suited than a single case study
design to answer the research question about German MNEs. Specifically, studying
MNEs of different sizes and industries makes the results more robust and allows for
generalisation. Next, two forms of replication, literal and theoretical replication,

are discussed.
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3.5.1 Replication logic for multiple case studies

Cases are selected for their specific relevance to the research problem under
investigation, in order to achieve theoretical and literal replication. Literal
replication produces similar results for predictable reasons, while theoretical
replication produces contrary results for predictable reasons (Perry 1998; Yin 2003).
In both situations, information richness of the cases remains fundamental to the
selection of cases (Stake 1995). In this study cases are selected mainly aimed at literal
replication, finding the similar, common traits of German MNES when transferring
HR policies and practices to their subsidiaries in Singapore, Thailand and Indonesia.
Theoretical replication is achieved in the analysis section by contrasting the case
findings to the literature on, for example, American MNESs.

Applying thisreplication logic to the selection of cases for this study, based on the
discussion in Chapter 2 that established national culture to be stronger than industry
or firm culture, data patterns based on national culture and German organisational
behaviour are expected to be somewhat similar, which constitutes literal replication,
that is, it is expected that German MNESs behave in similar ways. Furthermore, it

is expected that the patterns of datavary somewhat according to industry, MNE
culture and management style in a subsidiary, which is the main argument for
choosing multiple cases over asingle case. In brief, in this study the cases are
selected to produce literal replication to answer the research question at hand. Next,
the number of cases and the processes used to select these cases are discussed.

3.5.2 Number of cases, interviews and sour ces of cases

A total of three main case studiesinvolving 24 interviews are selected for this study.
Since there is no scientific agreement on the issue of what constitutes a case and the
number of cases to be used for case study research (Chew 2001; Stake 1995; Yin

2003), this section discusses what forms a case in this study and justifies the number

of selected cases aswell as the number of conducted interviews.
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Case definition. Qualitative researchers often struggle with the question of what a
case is and where its boundaries are (Miles & Huberman 1994). A case could be one
person, a program or a subset of organisations (Stake 1995). Miles and Huberman
(1994) define a case as the unit of analysis, while Stake (1995) claims that precise
definitions of cases or case studies cannot be made, defining a case loosely as‘a
specific, complex, functioning thing’ (Stakel1995, p.2). One method often applied in
complex, multi-location, multi-organisation studiesis to define a unit of analysis at
large as a main case and define sub units as embedded cases that can be used for data
comparison (Scholz & Tietje 2002; Yin 2003). In this study one MNE under study is
defined as amain case and the HQ as well as each country subsidiary of that MNE is
defined as an embedded case. Based on this definition, this study isamultiple case
study, involving three main cases and twelve embedded cases as shown in table
35.1

Table 3.5.1: Research design for cases selected for literal replication

MNE

MNE 1 MNE 2 MNE 3
Country
Germany EC(H,H) EC(H,H) EC(H,H)
Singapore EC(H,L) EC(H,L) EC(H,L)
Thailand EC(H,L) EC(H,L) EC(H,L)
Indonesia EC(H,L) EC(H,L) EC(H,L)
MC(HHHHH,LLL) | MC(HHHHH,LLL) | MC(HHHHH,LLL)
Total 1 man case 1 man case 1 main case
4 embedded cases 4 embedded cases 4 embedded cases
8 interviews 8 interviews 8 interviews

Legend: MNE= Multi National Enterprise, researched unit
EC= represents one embedded case
M C= represents one main case
H= represents one interview with an HR manager of headquarter (Germany) or the HR
director of asubsidiary (other countries)
L= represents one interview with aline manager of a subsidiary

(Source: Developed for this study)

First, the MNEs are selected based on the criteria discussed in chapters 2 and 3,
namely that MNESs participating in this study are German Fortune Global 500
industrial companies that have a substantial amount of their business outside
Germany and have subsidiaries in Singapore, Thailand and Indonesia. Table 3.5.2

presents an overview:
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Table 3.5.2: Background of Main Cases

Subsidiariesin Morethan 50% of
Part of :
Case Singapore, turnover and/or
Industry Fortune . .
code Thailand and employees outside
Global 500 )
Indonesia? Germany?
E Electrical Yes Yes Yes
M | Mechanical Yes Yes Yes
C Chemical Yes Yes Yes
(Source: Developed for this study; Fortune 2004)

To preserve confidentiality and to maximise ease of reading, the main cases are
coded as cases ‘E’ for electrical, ‘M’ for mechanical and ‘C’ for chemical, based on
the industries in which the main Case MNESs are active. The embedded cases are
numbered so that each main case has four distinct numbers, for example ‘E’, the
main case, consists of embedded case ‘E1’ (Headquartersin Germany), ‘E2’
(Singapore), ‘E3’ (Thailand) and ‘E4’ (Indonesia). Interview partners are grouped by
their function, working as a line manager, including the Chief Executive Officer
(CEO) or the Chief Financial Officer (CFO), ‘L’ orin HR, ‘H’.

Asthis researcher has visited numerous German MNESs and their subsidiariesin
South East Asia over the last few years on a professional basis, the three MNES were
easily identified and the management of these MNES agreed to participate in the
research. Eight interviews per main case, that is, two interviews per embedded case,
form the backbone of data collection. For the subsidiaries these include interviews
with the HR director, the CEO or the CFO. For the HQ, the head of global HR and
expertsinvolved in designing or transferring HR policies and practices to countries

in Asiaare interviewed.

Number of case studies. There are two groups of researchers having distinctly
different positions on the question as to how many cases a study should contain
(Chew 2001). Within the first group, refraining from suggesting a number and
recommending the decision be | eft to the researcher, Eisenhardt (1989) recommends
that cases should be added until "theoretical saturation” is reached and Lincoln and
Guba (1985) propose sampling selection "to the point of redundancy”. Patton (1990)
claimsthat there are no rules for sample size in qualitative research. The second
group of researchers, however, is more specific on the number of cases to be used.
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For example, Hedges (1985) sets an upper limit of 12 cases because of the high costs
involved in qualitative interviews and the quantity of qualitative data that can be
effectively assimilated. Others suggest that more than 15 cases make a study
‘unwieldy’ (Miles & Huberman 1994; Perry 1998). In this study a design with three
main cases and twelve embedded cases in four countriesis considered sufficient and
practical; sufficient because first, it falls well within the range recommended by other
researchers and second, with Singapore, Thailand and Indonesia representing a broad
spectrum of subsidiary and country sizes, stages of development and colonial history
are covered. Practical because the researcher has contacts in these countries and
within the selected MNEs and can combine the numerous visits required in all four

countries at least partially with professional engagements.

In brief, three main cases with 12 embedded cases are within the range suggested by
researchers and are considered both sufficient and practical. The rationale for

selecting the three main cases is discussed next.

Selecting cases. As discussed in Section 3.5.1, the selection of casesis based on the
specific purpose of literal replication. In general, random selection of casesis

neither necessary nor even preferable (Eisenhardt 1989) and random sampling is
inappropriate for this case study. Patton (1990) outlines strategies of purposeful
sampling, as opposed to random sampling, which are used to select cases. The
objective of purposeful sampling isto select information-rich cases that can be
studied in-depth (Patton 1990). In other words, purposeful sampling helpsin
selecting cases that allow the researcher to gather in-depth information, by drawing
on the strong personal experiences of the respondents about the phenomena under
study. In this study, the total population of possible cases, that is, German MNEs that
are among the Fortune Global 500 companies and have subsidiariesin Singapore,
Thailand and Indonesia and have a significant part of their business outside Germany
islimited to approximately 20 MNEs (Fortune 2004). Furthermore, MNES from the
financial industry are eliminated because in the financial industry Thailand and
Indonesiawould not be comparable with Singapore which is dominant in the region
(Economist 2004). Selecting MNEs from different industries further limited the
choices. Among the various potential MNEs within one industry that are possible

choices, the researcher approached those with whom he has a professional rapport
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and some established personal contacts, a practice employed often in case study
design (Stake 1995, Yin 2003).

In brief, apurposeful sampling strategy, as opposed to random sampling, results
in the selection of three information-rich main cases for this study, thus fulfilling the
requirements of literal replication (Perry 1998; Yin 2003).

Number of interviews. Ashighlighted in table 3.5.1, atotal of 24 main case

study interviews, that is, eight interviews for each of the three main cases are
conducted. Adding the two in-depth exploratory interviews and the two pilot
interviews conducted during stage one of this study, atotal of 28 interviewsis
conducted. This number of interviews is within the recommended range of 20 to 50
(Perry 1998). More than half of the interviewees (15 out of 24 main case
interviewees) are HR professionals in headquarters or the respective subsidiaries of
the MNESs. The remainder (9 out of 24 main case interviewees) are line managers; in
most cases the line manager is the CEO of the subsidiary, Section 4.3 provides more
details. The two in-depth exploratory interviews, as well as the two pilot interviews
are conducted in Singapore, with interview partners having practical experience from
their involvement in transferring HR policies and practicesin other German MNES.
Having justified the case selection criteria and the number of interviewsin this

section, the quality of case study design is discussed next.

3.6 Judging the Quality of Case Study Design

The previous section discussed the selection of multiple cases and this section
discusses how case study research achieves construct validity, internal and external
validity and reliability, using four criteria suggested by Yin (2003). An overview of
these criteria and the corresponding case study tactics applied at the relevant research

phase are shown in table 3.6.1.
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Table 3.6.1: Case study tacticsfor four design tests

Criteria Case study tactics Applicationin | Application in this
general study
Use multiple sources of Data collection
evidence Multiple interviews,
Establish chain of Datacollection | documents, websites
Construct . .
validity evidence . _ Structuring of data
Have key informants Dataanalysis Report reviewed by
review draft casestudy | a@nd report interviewees
report writing
Do pattern-matching Data analysis Cross-case anaysis
Internal Do explanation-building | Dataanalysis Implications, Chapter 5
validity Addressrival Dataanalysis Interview clarification
explanations
External Use Replication Io_gic in | Research design | Choice of m_ultiple case
validity multiple case studies study over si ngl_e case,
comparison to literature
Use Case study protocol | Datacollection | Use of tested interview
A protocol
Reliability Develop case study Datacollection | Thorough documentation
database in Chapter 4

(Source: Adapted from Yin (2003, p. 34))

Construct validity in qualitative research describes the establishment of correct

operational measures for the concepts under review (Yin 2003). In this study, the

operational measures are based on the five research issuesidentified. Yin (2003) lists
three tactics to increase construct validity in qualitative research. These are first,
triangulation of data by using multiple sources of evidence; second, establishing a
chain of evidence during data collection, and finally, having the interview partners

review the draft case study report.

First, triangulation is achieved by collecting data from multiple sources, from both
HQ and subsidiaries of the MNESs, including semi structured in-depth interviews (see
Appendix A), paper-based documentation, web-based documentation, previous
records and field observations. Specifically, eight interviews are conducted in each
main case, with two managers from HQ in Germany, two subsidiary managers from
Singapore, Thailand and Indonesia respectively (see Table 3.5.1) to obtain differing
perceptions of the interview partners. Details of the interviews and other sources of
evidence are discussed in Section 3.7. Second, establishing a chain of evidence
enhances construct validity during the data collection phase of this qualitative
research study. All the data are systematically recorded and sources of data are well
documented and referenced during data analysis to achieve a high quality of research

73



(Yin 2003). A case study protocol is designed, along with an interview protocol
(Appendix A). Feedback is obtained from three sources from academia and the
business world on the interview protocol. This ensures a structured approach when
exploring the research issues, ensuring for example a steady sequence of questioning
during the interviews and a focus on the relevant data (Miles & Huberman 1994).
Finally, the draft case analysisis reviewed by the key informants of the case during
the data analysis and report writing phase. Through this tactic, any inconsistency or
ambiguity can be discussed and clarified from the very beginning, which constitutes
one way of enhancing the construct validity and overall quality of this study (Miles
& Huberman 1994; Yin 2003). In short, measures are taken to ensure a high quality

of construct validity in this qualitative research.

Internal validity describesthe ‘truth value' and credibility of study results (Miles &
Huberman 1994). The primary concern of internal validity in quantitative research is
the cause-and-effect relationships between variables (Yin 2003; Zikmund 2000). In
qualitative research, cause-and-effect internal validity is normally not a major
concern because qualitative research tries to identify what variables are involved in a
phenomenon and |eaves the cause-and-effect relationships between the variables to
later quantitative research (Chew 2001). Internal validity in qualitative case study
research can be extended to the bigger issue of when and how to make inferencesin
the absence of directly observable behaviour (Yin 2003). Whileit is difficult to
provide clear tactics to increase interna validity, Yin (2003) recommends pattern
matching and addressing rival explanations, before drawing conclusions from
inferences. The proper selection of the cases, discussed in Section 3.5, allows for
pattern matching during the data analysis, addressed in Chapter 4. In this study,
internal validity is achieved through a constant effort of within-case analysis and
cross-case analysis to establish linkages between data collected in the form of
observations, quotes, inferences, explanations and meanings, to ensure that
conclusions drawn in Chapter 5 are systematically explored (Miles & Huberman
1994; Perry 1998; Yin 2003). In brief, proper case selection, as well as thorough data

collection and analysis, ensure internal validity in this study.

External validity describes the degree to which a study’ s findings can be
generalised beyond the cases at hand (Yin 2003). While quantitative research seeks
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statistical generalisation, qualitative research seeks analytical generalisation to some
broader theory (Miles & Huberman 1994; Yin 2003). In case study research using
multiple cases, analytical generalisation is achieved mainly through replication logic
and also through comparing the research evidence with the existing literature (Miles
& Huberman 1994; Yin 2003). In this study, multiple case studies are used to
achieve analytical generalisation by means of applying the literal replication logic.
Comparing the research findings from Chapter 4 to the literature from Chapter 2
further facilitates analytical generalisationsin this study (Miles & Huberman 1994;
Yin 2003). In short, external validity is achieved through analytical generalisation in

the discussion of implications, in Chapter 5.

Finaly, reliability, or repeatability, describes the extent to which the study would
produce similar resultsif repeated (Stake 1995; Yin 2003; Zikmund 2000). High
reliability suggests that similar findings are obtained if the data collection techniques
and procedures remain constant throughout the repeated research (Yin 2003). To
maximise reliability of the research findings in qualitative research, Yin (2003)
recommends developing a case study protocol in the research design phase and using
this protocol to collect data and develop a case database during the data collection
phase. In this study various reliability tactics are used. An interview protocol is
developed in the research design phase. The protocol (Appendix A) istested and
refined in two pilot interviews before it is used for the main data collection.
Furthermore, a case study protocol outlines the whole process of data collection and
the procedures and requirements to be followed. Finally, a case study database is set
up and kept up to date for the researcher to access the data if necessary (Yin 2003).
In brief, documenting the process of data collection and using atested interview
protocol ensuresreliability in this qualitative research. Next, the data collection

procedures are discussed.

3.7 Data collection proceduresfor case studies

Three key tasks should be considered in the data collection procedures. First, the
data sources are identified, and then the data collection instruments and protocol

for field investigation are developed. Finally, the data collection is conducted in the
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field, using identified data sources and the developed protocol. These three tasks are
discussed next in sections 3.7.1-3.7.3.

3.7.1 Sour ces of data

Data for case studies may be gathered from several sources such as in-depth
interviews, documents, through direct observations and participant observations
(Miles & Huberman 1994; Stake 1995; Yin 2003). Multiple sources of evidence
facilitate triangulation of the data sources and enhance the validity of the data
analysis (Patton 1990; Yin 2003). In this study, data is drawn mainly from in-depth
interviews, field observations, documents and archival records in the four countries
Germany, Singapore, Thailand and Indonesia. The principal source of data comes
from the in-depth interviews with selected managers of three German MNEs at HQ
and subsidiaries in Singapore, Thailand and Indonesia. The analysis of

relevant documents, handed to the researcher by the interview partners, further
augments triangulation. For example, one interview partner at Case M handed the
researcher an internal document detailing ‘the big five principlesof HRin M’ and
another interview partner at Case E handed the researcher a confidential consultant’s
report about the state of Case E international HR. Archival evidence such as reports,
newsletters, brochures, local and international newspaper clippings, financial and
trade magazines and bulletins, both in paper form and as web pages, are used to
check facts and figures about the cases at large and, for example, to verify published
HR principles. In-depth interviews are the major source of data used in this study
because they provide valuable insights into the five research issues devel oped

in Chapter 2 (Yin 2003). In-depth interviews encourage interviewees to share their
experiences and provide as much information as possible in a free-flowing
environment (Miles & Huberman 1994; Stake 1995; Yin 2003). In short, datain this
study is mainly drawn from in-depth interviews, supplemented by other sources.

Next, the development of a case study protocol for data collection is discussed.
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3.7.2 Case study protocol

A case study protocol is developed in this study to control the

contextual environment of the case study (Chew 2001; Yin 2003). The case

study protocol consists mainly of the interview protocol and also addresses the
procedures and general rules that should be followed during data collection (Yin
2003). Since this chapter on the research methodology represents the part of the case
study protocol outlining procedures and general rules, the interview protocol is
discussed next.

Theinterview protocol is acore element of the case study protocol, serving two
major functionsin this study. First, it forces the researcher to think through the
guestions to be asked during the interviews (Yin 2003). Second, the interview
protocol enables the interview questions to be grouped according to the five research
issues and so to facilitate subsequent data analysis (Miles & Huberman 1994; Yin
2003). The exploratory interviews, as well as discussions with and feedback from
two additional academicsin the field of international HR and one business
practitioner not otherwise involved in the study, lead to an interview protocol with
relevant questions, subsequently tested in two pilot interviews. The questions have
the same content for HQ and subsidiaries. There are two interview protocols for
correct wording, one for HQ, one for the subsidiaries. The differences between these
two protocols are minor and mostly address the different perspectives of HQ and
subsidiaries. Both versions of the complete interview protocol for this study are listed
in Appendix A of thisstudy. A summary of the research issues and related interview
questions contained in the case study interview protocol is shown in table 3.7.1:
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Table 3.7.1: Summary of the research issues and related interview questions

Interview questions

Resear ch issues developed in Chapter 2 in theinterview
protocol

RI1: Which IHR approach do MNEs headquarters versus .

subsidiaries currently follow, along a continuum from exportive to (QPl;retangns CltoCs

adaptive and integrative approaches?

RI2: What key cultural, legal and societal differences between the

countries Germany, Singapore, Thailand and Indonesia influence the Questions DI to D4

transfer of HR policies and practices? (Pt D)
RI3: Isthere a climate of innovation and trust between HQ and Questions El to E5
subsidiary in general that facilitates organisational change? (Part E)
RI4: How do specific policies and practices, for example Questions Fl to F4

compensation, need to change, given the MNE'’ s approach and the (PartF)
established country differences?

RI5: What are the roles of HQ people and subsidiary staff in the Questions G1 to G4
transfer process? (Part G)
Questions HI to H3

Additional information to help in addressing the research question (Part H)

(Source: Developed for this study)

The interview protocol isdivided into Parts A to H. Part A introduces the research
project and outlines the ethical considerations. Part B contains the opening questions
to build rapport and allows the interviewees to tell their experiencesin their own
words without any prompting or input from the researcher (Patton 1990; Stake 1995).
The questionsin Part C, D, E, F and G relate to the five research issues respectively.
Some of the responses are measured in scales, triangulated with discussions and
modified as necessary, to reflect an accurate assessment of importance. Part H
contains general questions, which allow the interviewees the opportunity to express
their opinions on any other issues they feel are important but are not asked, and to
give their assessment of the quality of the questions asked (Chew 2001; Zikmund
2000). Interviews proceed as scheduled with minimal changes, taking on average 90
minutes per interview. Having discussed the interview protocol and questions, next,
the fieldwork for data collection is discussed.

3.7.3 Fieldwork for data collection
Following the development of the interview protocol, the process of data collection

in the field begins. This study adopts a systematic process of conducting
the fieldwork for data collection. All written documentation, in draft or final form,
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and all written correspondence isin the English language. Based on the researcher’s
familiarity with German, verbal communication with German interview partnersis
often in German. Because of the English documentation, no translation issues are
considered in this study. Because the researcher has good rel ationships with many of
the relevant senior managers, participation in this study is readily agreed on.
Interviewing HR directors and line managers such as CEOs and CFOs assures that
the interviewees are directly involved in and affected by the transfer of HR policies
and practices from HQ to subsidiary. The next operational step isto follow up with
the interviewees through e-mail and fax to explain the research, assure them about

confidentiality and make arrangements for the interviews.

Further on, the two selected managers of each participating MNE's subsidiary in
Singapore, Thailand and Indonesia, as well as those from HQ, are interviewed. The
interviews start with open, general questions and focus more and more on the
specifics of the identified research issues (Perry 1998, Zikmund 2000). This semi-
structured interview approach allows respondents greater freedom to express their
views (Chew 2001; Zikmund 2000). Each interview begins with a general
introduction to acquaint the respondent with the interview purpose and agenda as
outlined in the interview protocol in Appendix A. Throughout the interviews
respondents can illustrate, expand or digress from the questionsin the interview
protocol. Next, the result of the interviews are recorded in reports and shown to

the respondents, for checking on errors and adding information as necessary. During
the interviews the respondents are a so asked to provide appropriate documents for
triangulation purposes. The interview result is then triangul ated with evidence given
by the interviewed managers. Subsequently the reports of the eight managers in each
main case study are integrated. Finally, each completed interview report is mailed to
the managers of the participating MNE, to review the case content and clarify any

discrepancies or inaccuracies.

Scales. Interview partners are asked to rate the relative importance or quality of
issues, factors and themes on a scale offering five verbal choices, based on their
experience and perception, where the first choice is unimportant or low quality or
comparatively worse and the fifth choice is very important or very high quality or

comparatively better. The ratings are then triangulated with discussion results and
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other obtained and observed information, and therefore can be used as arelatively
accurate assessment of importance of data (Perry 1998; Yin 2003). However, the
ratings from these scales only indicate an approximation and a perceived relative
result, and therefore can not be used for further quantitative analysis (Zikmund

2000), which iswhy the results are not transformed to represent numerical values.

Caseidentifier. Themain casesarecoded as ‘E’, ‘M’ and ‘' C’, with embedded cases
being coded by numbers 1-4, denoting Germany, Singapore, Thailand and Indonesia
respectively, thus ‘' C2’ isthe code for the subsidiary of Case C in Singapore for
example. By grouping interview partnersinto ‘L’ and ‘H’ for line management and
HR, a quote attributed to ‘ C3H’, for example, stems from the HR interview partner
of Case Cin Thailand. Since both interview partnersin the HQ of the three MNEs
are from HR, the identifier in this study is ambiguous, while in the internal data
recording the interviews are coded as HR1 and HR2. Information obtained from
other sourcesiscoded as‘O’. An ‘O’ can either be attributed to a main case or to an
embedded case. Therefore both, ‘MO’ or ‘M30’, are possible identifiers, for

example.

Quotes from interviews and other conversations are used in the data analysis chapter
to reflect the views of the respondents on the issues under study (Miles & Huberman
1994). Specificaly, reported differences between cases are supported by direct
guotes (Perry 1998). Quotes are shown in italics and with quotation marks,
accompanied by the case identifier.

In brief, this systematic fieldwork approach ensures that data collection in this case
study research progresses smoothly and effectively, despite the geographical
challenges involved. Having discussed the data gathering process in the field, next,
case study analysisis discussed.

3.8 Case Study Analysis

The data collected from the embedded and main case studies needs to be compiled,

examined and analysed to address the research problem and its associated questions

80



(Eisenhardt 1989; Miles & Huberman 1994; Yin 2003). Conventions on data analysis
in qualitative research are far less stringent than in quantitative research (Miles &
Huberman 1994). Nonetheless, awell organised data analysis and documented
procedures add credibility and value to any qualitative study (Miles & Huberman
1994, Yin 2003). While data analysisis presented in Chapter 4, some of

the data analysis methods are discussed briefly in this section.

In this study, data collected from the interviews and captured in transcripts, as well
as documents obtained, observations and published material are first analysed, then
grouped and presented in matrices to structure the data flow (Miles & Huberman
1994). Next, figures and tables using interpretations, such as scales to indicate
importance, are developed and presented. Finally, where appropriate, a summary or

conclusion of such atable of dataisincluded.

This study presents two forms of case analysis. First, within-case analysis compares
data and patterns within one main case, drawing on the embedded cases (Scholz &
Tietje 2002). Thisreveals the pattern in, or approach to, transfer of HR policies and
practices inside one MNE to the different subsidiaries. The common factor isthe
organisational culture. Second, cr oss-case analysis, employed here mostly on the
level of the embedded cases, compares data and patterns within one country across
different MNEs (Scholz & Tietje 2002; Yin 2003). This reveal s specific approaches
in one country. The common factor is the national culture. Finally, cross-cluster
analysis compares data and patterns among clusters that have acommon trait
regardless of the case (Miles & Huberman 1994). These could be common traits of
interview partners, for example educational background, position or gender. In this
study the most valuable analysis comes from within-case analysis and cross-case
analysis, with cross-cluster analysis being integrated, where appropriate, in the
reporting of data analysis along the lines of the research issues. In other words, the
twelve embedded cases are first analysed individually, using triangulation of data
methods, and then two forms of case analysis are used to highlight patterns and

themes emerging from the data.

The next step of data analysis consists of conclusion drawing and verification that

develops meanings from the data displayed (Miles & Huberman 1994). Conclusion
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drawing and verification takes place during the data transformation process, as data
are consolidated, clustered, sorted and linked together to observe patterns and themes
(Miles & Huberman; Yin 2003). The fina phase in the case study analysis processis
to build conceptual and theoretical coherence through comparisons with prior theory
in the existing literature, seeking out opportunities to replicate the research findings
(Miles & Huberman 1994), further elaborated on in Chapter 5.

In brief, the discussed data analysis procedures give structure and credibility to the
study. Cross-cluster and cross-case analysis allow for the development of theoretical
concepts and comparison to the literature. Next, limitations of qualitative studiesin

general and specifically of this study are discussed.

3.9 Limitations

Previous sections of this chapter establish the appropriateness of the critical realism
research paradigm and the use of qualitative research, and specifically the case study
method, to address the research question. There are, however, limitations to this
approach and these are discussed in this section. Further, the method of addressing
these limitations in this study is discussed.

3.9.1 Limitations of qualitative research

Four problems with qualitative research are often cited (Perry, Riege & Brown
1999): These arefirst, alack of controllability; second, alack of deductibility; third,
alack of repeatability and fourth, alack of generalisability (Gable 1994; Zikmund
2000). In the context of this study these limitations manifest themselvesin the
following way:

Generalisability. By researching only German MNEsit is difficult to generalise the

findings to MNEs with headquartersin different countries. It is partialy this lack of
generalisability of other research studying international transfer of HR policies and
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practices from an Anglo-Saxon perspective that led to this study (Adler 2001,
Briscoe 1995).

Deductibility. The complexity of the issues and the absence of clearly defined
independent and dependent variables and measures do not alow theory building
from deduction. This study uses an inductive approach to describe and to establish
theory (Perry 1998), and does not seek or claim deductibility.

Controllability. The HR function is embedded in the business environment and as
such, is subject to influences from the market or political situation that cannot be
controlled for. Care is taken in the selection of the MNEs under study that they have
a stable presence in the respective countries. To minimise the influence of
macroeconomic differences between the MNEs, all the interviewsin one country are

conducted in the same timeframe. This coincides with logistical ease aswell.

Repeatability. Internationalisation of HR is an ongoing process. It is not possible to
turn the clock back and ‘repeat’ the transfer of HR policies and practices under the
same circumstances as would occur in a controlled experiment. Among other things
itisthislack of repeatability that justifies and necessitates a case study over an

experiment.

In brief, the apparent limitations of a qualitative study are due to the complexity of
the research question. Qualitative research, as argued before, is best suited to address
this research question.

3.9.2 Limitations of the case study method

The need for rigour and stringent procedures of case study methodology iswell
established (Miles & Huberman 1994; Perry 1998; Stake 1995; Yin 2003). Yin
(2003) identifies five common criticisms of case study research. These criticisms and
the strategic responses (Chew 2001) taken in this study to address these criticisms are
listed in table 3.9.1:
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Table 3.9.1: Limitations of case study research and related strategic responses

Criticism of case study Strategic responses to over come Sectionswhere
research shortcomings limitation is addressed
1. Resultsin overly Develop prior theories and
i s : Chapter 2
complex theories specific research questions

Use theoretical replication logic,
2. External validity compare evidence with existing Section 3.5.1

literature

Use case study protocol and a systematic

3. Difficult to conduct fieldwork process

Sections 3.7.2 & 3.7.3

4. Not sufficient for sound

theory development Use multiple approaches Section 3.4.1

5. Researcher biasand lack | Use of validity checks and discussion

of rigour with other researchers and practitioners Section 34.1& 35.1

(Source: Adapted from Chew (2001))

First, case study research is criticised for devel oping complex theories (Stake 1995).
The development of specific research issues in Chapter 2 ensures a focus during the
case studies. Development of prior theories and the use of expert interviews help the
researcher to focus only on important core issues of the research. The second
criticism suggests that case study methodology is unable to achieve external validity,
even with careful replication. To counter this potential shortcoming, this study uses
the replication logic strategy across al main and embedded case studies. External
validity is further enhanced by comparing the collected data with the literature in
Chapter 5 (Chew 2001). The third criticism isthat case study research is difficult to
conduct due to operational and logistical problems (Yin 2003). In this study, this
problem is addressed by the use of a case study protocol, interview protocol (see
Appendix A) and a choice of locations that are accessible to the researcher. The
fourth criticism of case study researchisthat it is not sufficient for sound theory
development (Stake 1995). This limitation is addressed in this study by using
multiple approaches such as the in-depth exploratory interviews and pilot

interviews for prior theory development during the exploratory stage, and the main
case studies during the confirmatory or disconfirmatory stage (Section 3.4).
Moreover, further quantitative research is suggested when discussing implications
for future research. The final criticism concerns the impact on the research by the
researcher's bias upon the respondents answers during the interviews and the impact
on the interpretation of the data (Stake 1995; Zikmund 2000). To avoid bias, the
research design, data analysis and findings are discussed with supervisors, other

researchers and practitioners in the field of international HR. Validity checksto
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ensure consistency of interpretation are used, rather than depending on the

researcher's interpretation only.

In brief, with the discussed precautionary steps taken, case study research is
presented as a sound methodology for this study. Having addressed the limitations of
this study, ethical considerations in this study are discussed next.

3.10 Ethical Considerations

Ethical considerations are an integral part of academic research methodology (Miles
& Huberman 1994; Zikmund 2000). Having evolved historically from considerations
towards subjects and patients in medical research, there is a generally accepted
consensus on ethical standards in social science research (Trochim 2003). Four
principles of ethical standards are often cited (Miles & Huberman 1994; Trochim
2003). These are voluntary participation, informed consent, avoidance of harm, and
confidentiality. Next, these standards are discussed below, as well as the measures
taken in this study to ensure high ethical standards.

Voluntary participation requires that people not be coerced into participating in
research (Trochim 2003). In this study all interview partners are approached directly
and no pressure is put on them by going through top management first. After initial

consent, the researcher secures consent from the superior of each interview partner.

Informed consent means that prospective research participants must be fully
informed about the procedures and risks involved in research and agree to participate
(Trochim 2003). The purpose of this study is fully explained to the interview partners
in detail, from theinitial contact to follow-up communication and formal interviews
(Stake 1995). The purpose and details of the interview are also explained clearly in
the interview protocol (see Appendix A) which is made available to each interview

partner.

Avoidance of harm. Ethical standards require that researchers not put participantsin

a situation where they might be at risk of physical or psychological harm as aresult
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of thelir participation in the research (Stake 1995; Trochim 2003). In this study
physical harm is not considered a potential risk and psychological harm is eliminated
by approaching the respondents first and after their voluntary consent seeking to
secure approval aso from those who could cause psychological harm, such asthe

superiors.

Confidentiality isrequired to protect the privacy of research participants (Trochim
2003). Care and due diligence are exercised throughout all personal exchanges to
respect and maintain the privacy and confidentiality of the interview partners (Miles
& Huberman 1994). Anonymity is agreed upon for all participating MNEs and
individuals. Due to their relatively unique positions, back tracing of the MNEs in
general might be possible, even though steps are taken in the reporting to make it
more difficult. These steps include not reporting very specifically on the precise
product range or subsidiary size in the respective country, since the number of large

German MNEs with a presence in Thailand, for example, is limited.

Over and above these concerns towards the research subjects, be they institutional or
human, ethical considerations also include such issues as fraud, misconduct, and
plagiarism (Trochim 2003). It is crucial to the integrity of the researcher to ensure
that the research is carried out responsibly and honourably. In addition, this study is
from the beginning aligned with the ethical standards of the supervising

institution. The University of Southern Queensland, Australia, has a process of
ethical clearance for all doctoral research and ethical clearanceis obtained from the
Office of Research and Higher Degrees with the reference number HO3STU270. For
example, ethical clearance isissued by the Office of Research and Higher Degrees
after asking for clarifications on language used (all written documentation,
provisional or final, isin English) and requesting a slight modification to the
procedure of obtaining consent from the interview partners.

In brief, the ethical concerns of the interview partners are addressed, aswell as
ethical standards of academic work in general. Thisin turn enables open and

direct discussion during the research. Due to the researcher’s professional standards,
experienced previously by many interview partners, trust is often already established
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prior to the interview and many pieces of information are given * off the record’ to the

researcher during the interviews.

3.11 Conclusion

This chapter devel ops and justifies the research methodology applied in this study to
answer the research question introduced in Chapter 1:

How do German multinational companies transfer human resource

policies and practices to and from their subsidiariesin South East Asia?

The critical realism paradigm and qualitative research, more specifically the case
study method, are discussed and concluded to be appropriate for the problem at hand
because existing theory is not well developed and the study needs to be largely
exploratory. The issues of validity, reliability and generalisability are discussed and a
multiple case study method is found to be addressing these issues appropriately. This
methodol ogical process incorporates two exploratory interviews, as well as two pilot
interviews and three main cases, each of which isfurther broken down into four
embedded cases, resulting in atotal of 28 interviews conducted in this study. Case
selection criteria, interview protocol and data analysis used are introduced.
Limitations are discussed, with the most important limitation of qualitative research
being its subjective nature. Therefore subsequent, quantitative studies will be needed
to test hypotheses and theories presented in Chapter 5. Finally, ethical considerations
are addressed and the proceedings of due ethical process are explained.

Up until this point, no analysis of the data has been presented. Having justified the
methodology and data requirements, in terms of both the theoretical and practical
considerations in the first three chapters, analysis of the datafollows in the next

chapter.
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CHAPTER 4: DATA ANALYSIS

4.1 Introduction

The previous chapter discussed the research methodology employed in this
gualitative multiple case study. In this chapter the data collected from the cases are
analysed and analysis results are presented. The objective of this chapter isto
present, examine and interpret data and patterns obtained from the cases. The
implications of the results and comparison to the literature are then discussed in the
next and final chapter, Chapter 5. This chapter consists of ten sections, starting with
an overview of the analysis and data display. Then the background of the main cases
is discussed and the interview partners’ profiles are introduced. In Section 4.4 to 4.8
the chapter presents data obtained along the lines of the five earlier identified
research issues. Before concluding the chapter, a summary, Section 4.9, on the
findings across the research issues draws the bigger picture and thus provides an

overview.

The structure of the cases, three main cases with 12 embedded cases, allows for
analysis along various patterns and clusters (Miles & Huberman 1994). Comparisons
are made within the main cases, between embedded cases in the same country and
along clusters that emerged during data collection. Triangulation of datais obtained
by using the interview data, documents received, observation and use of published

material about the respective multinational enterprises (MNES).

One challenge is to address both qualitative details and data patterns within this
chapter (Perry 2002). The patterns in the data explain why and how human resource
(HR) policies and practices are transferred, while details also have to be presented in
this chapter to establish the foundation of the outlined patterns. There are matrices
for each type of finding (Miles & Huberman 1994) that show the results for each
case. Furthermore, the requirement for trustworthiness in qualitative research makes
it necessary to provide detailed evidence for the patterns found in the data (Perry
2002). In brief, patterns have to be drawn from the data without losing sight of the
qualitative detail s leading to these patterns. To meet this challenge, this chapter is
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clearly structured around the five research issues and there are frequent summaries of

the patterns of data, with supporting quotations (Perry 2002).

4.2 Analysis Overview and Data Display

Procedures and techniques for case study analysis were introduced in the previous
chapter. This section defines data analysis and stresses the need for an analysis

strategy before analysing data on an operational level.

Data Analysis. The definition of data analysis used here stresses that:

‘data analysis consists of examining, categorizing, tabulating,
testing or otherwise recombining both quantitative and qualitative
evidence to address the initial propositions of a study’

(Yin 2003, p.109).

Yin (2003) goes on to recommend one of three strategies for data analysis. These are
first, relying on theoretical propositions; second, setting up aframework based on
rival explanations and third, developing case descriptions. This study employs the
first strategy, relying on theoretical propositions, which iswhy the interview protocol
and this data analysis chapter are presented following the research issues, whichin
turn are developed from propositions on transfer of policies and practicesin the
literature review, Chapter 2. In other words, the strategy employed is that of
analysing the evidence, research issue by research issue.

As outlined in the methodology chapter, the twelve embedded cases are first
analysed individually, using triangulation of data methods, and then within-case,
cross-case and cross-cluster analysis are used to highlight patterns and themes
emerging from the data. The main cases and the interview partners details are
discussed next.
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4.3 Case Detailsand Interview Partners' Details

First, the MNEs are selected based on the criteria discussed in chapters 2 and 3,
namely MNESs participating in this study are German Fortune Global 500 industrial
companies that have a substantial amount of their business outside Germany and

have subsidiaries in Singapore, Thailand and Indonesia.

All three MNESs have a history in Germany of well over 100 years, with their
international growth taking place predominantly after World War Il. Currently, al
three MNES have more than 50% of their employees and/or business volume outside
Germany. They have wholly foreign owned subsidiaries in more than fifty countries
worldwide, including those studied in Singapore, Thailand and Indonesia. The
biggest market and subsidiary of al three MNES, asis the case with many large
German MNEs, isin the United States (Rugman & Hodgetts 2000), while the biggest
market and subsidiary in Asiaof all three MNEsisin China. Thisleadsin all casesto
an implicit or explicit understanding that while Singapore, Thailand and Indonesia
are important markets, the subsidiaries do not receive the attention and resources
from headquarters (HQ) in Germany that they would like to receive. The MNES
headquarters, as well astheir largest research and devel opment and production
facilities, are in Southern Germany. While active in Asiafor many years, al nine
individual Asian subsidiaries visited in the course of this study have been legally
established in the last twenty years. In short, the three main cases are about large
German MNEs in the stage of multinational enterprise as defined in Chapter 2.

Eight interviews per main case that is, two per embedded case, supply thelion’s
share of the evidence, supported by documents, publications and input from other
sources. Interview partners are the human resource (HR) director, the Chief
Executive Officer (CEO) or Chief Financial Officer (CFO) for the subsidiaries, and
the head of global HR or, where appropriate, the Vice President HR Asiaaswell as
expertsinvolved in designing or transferring HR policies and processes from HQ to

subsidiariesin Asia. Details of the interview partners are outlined in table 4.3.1.
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Table 4.3.1: Interview Participants Details

Case Func Title Nationality = Gender  Yearsin
tion MNE
El HR1 VicePresident HR, German male >20
Asia Coach
El HR2  Specialist global German male <10
compensation
E2 Line CEO German male > 20
E2 HR HR Director Singaporean  female >10
E3 Line CEO Australian male > 20
E3 HR HR Director Thal femae >10
E4 Line CEO German male >20
E4 HR HR Director Indonesian femae <5
M1 HR1 VicePresident HR German male >10
M1 HR2 Specidist global German femae <5
compensation
M2 Line CEO German femae >10
M2 HR HR Director Singaporean  female <5
M3 Line CEO German male >10
M3 HR HR Director Thal male >10
M4  Line CFO German male > 20
M4  HR HR Director Indonesian femae <5
C1 HR1 Head of Globa HR German male >20
C1 HR2 VicePresident HR German male <5
C2 Line CEO German male >20
C2 HR HR Director Singaporean male <5
C3 Line CEO German male >20
C3 HR HR Director Thal male <5
C4 Line CFO German male <10
C4 HR HR Director Indonesian femae >10

(Source: Developed for this study)

Themain casesarecoded as‘E’, ‘M’ and ‘C’ with embedded cases being coded by
numbers 1-4, denoting Germany, Singapore, Thailand and Indonesia respectively,
thus ‘M3’ denotes the subsidiary of Case M in Thailand for example. Interview
partners from HQ and from line management in the researched countries are
predominantly male (13 out of 15 interviewees) and of German nationality (14 out of
15 interviewees), while the HR directorsin all 9 embedded casesinvolving Asian
subsidiaries are local nationals with amajority being females (6 out of 9
interviewees). Differencesin nationality, that is, cultural background of the interview

partners are part of this study, whereas the gender information is given to provide
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detailed information. The line managers especialy tend to have long standing
experience within the MNE, often in more than one country, with all of them having
more than 10 years within the MNE, many of them over 20 years. In short, the
twenty-four interview partners have positions as CEO, CFO and HR directors and
have long standing experience in the respective MNE. Next, the cases are described

one by one.

4.3.1 Case Descriptions

CaseE

General. Case E isthe biggest of the three MNES researched, with a broad field of
activitiesin the electrical industry. Based on a strong culture of German engineering,
the company has made big investments in Asia throughout the 1990s, even though
business activity in Asia goes back historically as early as 1870. The subsidiariesin
Singapore, Thailand and Indonesia are comparable in size, with Singapore having
some regional responsibilities and Indonesia having the only sizeable production
facility, the major portion of the business being sales and engineering activities. The
CEOs of the subsidiaries are male expatriates, two of them German, while al three

HR directors are female locals.

HR structure. Even though the business activities are diverse and all three
subsidiaries have more than one location in each country, the HR function is
centralised with the HR director reporting to the CEO. The MNE parent company
has a central HR division, located at the German HQ, which is organised by HR
function with a global responsibility. The regions of Asia, Europe, South America,
North Americaand Middle East have a senior manager as a coach and partner, for
HR concerns that the subsidiaries may have with HQ. Twice ayear the HR directors
of all the countriesin one region get together to discuss their regional concerns and
to formulate regional inputs to the global HR viathe coach for the region, this being
the Asia coach for the region under study. One of the regional HR directorsis elected
to be the HR chairperson of that region and as such is the designated voice of the

region. Thusthereis asystem in place that enables regiona concernsto be voiced
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and addressed, either by the chairperson or the Asia coach. In addition to the national
HR function in Singapore there is an HR office with aregional Asia scope, located in
Singapore. Thisregional office is staffed with an expatriate manager reporting to the
German HQ Asia coach and has an advisory role into the region only.

Interview partners. Interviewsin HQ are conducted with the Asia coach, avice
president with a business and HR background reporting to the head of global HR,
and an HR specialist for global compensation. Main interviews in the subsidiaries are
conducted with the CEO and the HR director in Singapore, Thailand and Indonesia.
Additional input was sought from other business unit heads and HR staff.

CaeM

General. Case M has the best known brand name of the three MNESs researched,
with a strong presence in one line of products in the mechanical industry. After big
investments in the US, both in production as well as marketing throughout the 1990s,
the current focus is on the Chinese market. The subsidiaries in Singapore and
Indonesia are similar in size and are predominantly sales offices, independently
reporting to Germany, with Singapore having had some regional profit and loss
responsibilitiesin the past. Thailand has a factory and isin some ways a hub for the
MNE'’s South East Asia product distribution. The CEOs of the subsidiaries are
expatriates, two of them German and one of them female, while the HR Directors are
locals, two of them female and one of them male.

HR structure. In the subsidiaries the HR function is centralised, with the HR
director reporting to the CEO in Singapore and Thailand and to the CFO in
Indonesia. The MNE parent company has organised its HR, located at the German
HQ, as operational HR and central HR. Central HR has global responsibility for HR
policies, with HR specialists being responsible for policies worldwide, and no
specific regional support. Once or twice ayear, depending on need, the HR directors
of all the countries globally get together, usually at German HQ, to discuss their
regional concerns and to formulate regional inputs to the global HR. The

international transfer office is responsible both for international transfers of
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expatriates as well as ensuring that the MNE’ s global HR standards are applied
locally. At the time of this study the MNE is running an internal project to
internationalise HR inside central HR, feeling that the production and sales
internationalisation has outpaced the present HR structure, which is considered

predominantly German.

Interview partners. Interviewsin HQ are conducted with the head of the
international transfer office, a vice president with a strong and varied HR background
reporting to the head of central HR, and a specialist from central HR on leadership
and development as well as compensation and benefits. Main interviews in the
subsidiaries are conducted with the CEO and HR director in Singapore and Thailand
and with the CFO and HR director in Indonesia. Additional input was sought from
business unit heads and HR staff.

CaseC

General. Case C isthe smallest and least known of the three MNESs researched, with
abroad range of activitiesin the chemical and pharmaceutical industry. The chemical
and pharmaceutical industry in Germany has a closely knit network to discuss
approaches and developmentsin al fields of business, including HR, so that the
MNE of Case Ciswell aware of, and aligned with, the chemical industry in
Germany in general. The subsidiaries of Case C in Singapore, Thailand and
Indonesia are comparable in size with roughly 300 employeesin each country,
although specialising in different product groups, depending on the customer base.
Singapore and Malaysia are served by one subsidiary located in Singapore, an
arrangement not found in the other cases. The MNE's main interest and markets in
Asia, other than China, are in Japan, Korea and Taiwan, so that the three subsidiaries
in Singapore, Thailand and Indonesia are small even amongst the Asian subsidiaries.
The CEOs of the subsidiaries are male expatriates, all of them German, while the HR

Directors are locals, two of them male.

HR structure. In the subsidiaries the HR function is centralised with the HR director

reporting to the CEO in Singapore and Thailand and to the CFO in Indonesia. The

94



MNE parent company has acentral HR, located at the German HQ, which is
organised by HR function with a global responsibility. Asia, aswell as Europe and
South America, has one HR director as a coach and partner for HR concerns that the
subsidiaries may have with HQ. The regional HR directors meet on an as needed
basis, approximately twice ayear, in the region to discuss their regional concerns and
to formulate regional inputsto the global HR viathe Asiacoach. Thusthereisa
system in place that enables regional concerns to be voiced and addressed. The
international HR cooperation and the support structure in HQ are less than one year
old, thusrelatively new and still in the finding phase. Prior to the current system,
there was no formal system and only some informal HR comparisons through the

expatriate CEOs' networking.

Interview partners. Interviews in HQ are conducted with the vice president HR
reporting to the Executive Board and the head of compensation and benefits and
international transfers reporting to the vice president HR, as well as other specialists
inthefield of training and international transfers. Main interviews in the subsidiaries
are conducted with the CEO and HR director in Singapore and Thailand and with the
CFO and HR director in Indonesia. As with the first two cases, input is also sought
from business unit heads and HR staff.

In short, this section provides an overview of the main cases and the respondents
profiles. Next, in Section 4.4 to 4.8, the data collected with respect to each of the five

research issues is discussed.

4.4 Data on Research Issue 1. ‘IHRM approach’

This section analyses the data collected with respect to research issue 1 which

examines the IHRM approach that the MNEs under study employ when transferring

HR policies and practices from German HQ to their subsidiariesin Singapore,

Thailand and Indonesia. The research issue investigates:
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RI 1. Which IHRM approach do MNES headquarters versus subsidiaries
currently follow, along a continuum from exportive to adaptive and

integrative approaches?

Part C of Appendix A, interview protocol, documents the questions related to this
research issue. The respondents are asked to provide information as to where and by
whom HR policies are decided (question C1 in appendix A), if and how country
expertise isintegrated into HQ (C2) and whether there is a network among
subsidiaries (C3). Furthermore, respondents are asked to comment on their
knowledge and perception of HR effectiveness of other German and non-German
MNEs in their country (C4, C5). These last two questions are relevant for the
research question overall and they also serve to establish how well the respondents
are aware of the HR environment in their country. In brief, respondents are asked to

tell in their own words which approach towards IHRM their MNE istaking.

4.4.1 HR policy decision body in the MNE

The three MNEs under study each have a central HR department in HQ and it is
there that global policies are made and decided upon. There are differences between

the cases with respect to the rigour of HQ policy formulation and how the

subsidiaries perceive these policies, as detailed in Table 4.4.1.
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Table4.4.1: Decison making in MNE

Case E CaseM CaseC
Policiesare madein Policies used to be
Policies are made made locally, yet
. the HQ by central o .
inthe HQ by with international
R HR, yet only on a :
central HR; regions : HR coming up,
(1) HQ strategic level, no . .
German have a platform to latform for reqions policy making
y give input but do prattorn € moves to HQ central
: to give input, yet L )
not yet use it . HR whoisinstalling
i input would be
effectively. aplatform for
welcome. . ,
regional input.
Policies are given Policies are made in HQ assumes a more
HQ and subsidiary :
2 by HQ and and more active
: : struggles to make
Singapor e | implemented by role, so far all HR
. them locally
subsidiary. . has been local.
operational.
Policies ere o morc e
suggested by HQ Policiesare madein
; . role, so far all HR
3 and finally HQ, but subsidiary .
. - . has been local, with
Thailand | modified and has to make it . :
; . \ Thailand being a
decided in operational.
o trendsetter for the
subsidiary. .
region.
Policies are given Policiesare madein | HQ assumes more
4) by HQ and HQ, but subsidiary | and more active
Indonesia | implemented by hasto make it role, so far all HR
subsidiary. operational. has been local.

(Source: Developed for this study)

Within-case analysisindicates that in Case E policies are made in HQ and
communicated to the subsidiaries. There isaformal platform to deal with the input of
the subsidiaries to policy formulation, yet this platform is not yet used by the
subsidiaries. HQ and the subsidiaries in Singapore and Indonesia perceive the
policies set by HQ as binding, while the subsidiary in Thailand perceives them as
suggestions that can be modified and decided upon by the subsidiary.

In Case M policies are made in HQ and communicated to the subsidiaries. Case M
HQ welcomesinput in principle, but has no platform for, and no example of input
from the subsidiaries. HQ and the subsidiaries in Thailand and Indonesia agree that
policies should be made on a strategic level and have to be made operational by the
subsidiaries, while the subsidiary in Singapore perceives the policies as unreasonable

and struggles to make them operational. The interviews with the CEO and the HR
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director of the subsidiary of Case M in Singapore are different from all the other
interviews. The high level of aggression towards, and disillusion with, HQ, displayed
mostly by the CEO, is both challenging for the interviewer and provides significantly
more negative answers than any other interview in this study.

Finally, Case C has no history of global policy formulation and is beginning this
process at the time of research. The subsidiaries in Singapore, Thailand and
Indonesia welcome this more active role of HQ. The subsidiary in Thailand regards

itself as atrendsetter for Case C in HR policies and practices in Asia.

Cross-case analysis shows that HR policies are made in HQ of all three MNEs
under study. Case E has a process and more detailed policies, Case M defines
policies on a general and strategic level and Case C is starting the process of HQ
policy formulation. The subsidiaries in Thailand are the most self-confident, seeing
themselves as trendsetters (C3) and in a position to decide whether or not to accept a
policy (E3). The subsidiariesin Singapore and Indonesiaare closely in line with HQ
thinking, with the exception of the subsidiary of Case M in Singapore, who feels that
the policies from HQ are both unreasonable and not fitting for Singapore. In brief,
HR policy formulation on a strategic level is carried out in and by HQ in an

exportive way.
Having reviewed the policies on a strategic and thus general level, the next question

is geared towards finding out how free the subsidiaries are in applying and adapting
these policies. Responses are summed up in table 4.4.2:
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Table 4.4.2: Subsidiaries’ freedom to adapt policies
Case E CaseM CaseC
. Regions are free
Regions are free to_adapt operationally aslong | Regions are free,
HR policies according to >
) asthey adheretothe | mainly dueto a
their needs. . .
Regions have to report five guiding past lack of
(D) HQ €gions 1o rep principles set by HQ. | coordination.
and justify their .
Germany S . No checks by HQ if HQ seeksto
decisions by using L N i
the guiding principles | establish standards
centrally set standards. .
ST are adhered to in to have a common
Standardisation is highly local adaptation of roach
recommended. Al a0ap ap '
policies.
Subsidiary isfreeto Subsidiary has no
(2 adapt most things and freedom to adapt, is
Singapore | would like more bound to the rules Subsidiaries have
freedom to decide. from HQ. to make own
3) Subsidiary isfreeto policiesdueto a
Thailand | @apt most things and lack of corporate
would like more Subsidiaries are free standards and
freedom to decide. 1o adant wants more input
4 Wants more practical apt. from HQ.
Indonesia | suggestions on
implementation.

(Source: Developed for this study)

In Cases E and M, HQs are aware of the need for policies to be translated into local

practices, yet they have different strategiesin following up practicesin the

subsidiaries. The subsidiaries recognise and accept the freedom but need to trandate

the strategic policiesinto operational practices.

Within-case analysis shows that Case E requires the subsidiaries to report in a

standardised way and strongly suggests using standards across the regions. The

subsidiaries agree they have the freedom to adapt policies locally, with the

subsidiaries in Thailand and Indonesia wanting more practical guidance asto how to

adapt policies. Case M trusts that the adaptation and application is satisfactory when

the five guiding principles, defined as the *Big Five HR principlesat M’ (MO) are

adhered to. The subsidiaries in Thailand and Indonesia regard themselves as rather

free to adapt the policies from HQ, while the subsidiary in Singapore sees no such

freedom. In part this can be attributed to the fact that the Singapore subsidiary, while
being a separate legal entity, is not managed like other regional companies, but rather
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like a representative office. Case C HQ regards the regions as having been free to act
in the past, yet sees the push for internationalisation mainly with aview to future
standardisation. Thisis recognised and welcomed by the subsidiaries who want more
input on al levelsfrom HQ.

The biggest difference in policy deployment from HQ is strategies for follow up of
implementation, as cross-case analysis reveals. Case E requires standardised
reporting, while Case M and C trust the subsidiaries to adhere to principles, yet they
do not follow up. On the subsidiary level, Case C subsidiaries welcome and ook
forward to more HQ guidance, while Case E subsidiaries want more freedom to
adapt policies. General agreement among the interviewed subsidiariesis that
‘policies from HQ should have practical suggestions and value' (M3H).

In brief, HR policy trandlation from a strategic level to operable practicesis

performed in and by the subsidiaries, and the subsidiaries would like more practical

guidance from HQ.

4.4.2 Best practice integration into HQ policies

The integration of country best practices in the formulation of corporate policiesis
not well established in the Cases E, M and C asis outlined in table 4.4.3:

Table4.4.3: Integration of country best practicesin HQ policies

CaseE Case M CaseC
Y es, but the process
In place to ensure this Not currently, future
(1) HQ integration is not Not ot
; process will integrate
Germany used to its fullest currently country best practices
potential by the y P '
subsidiaries.
Singapore, Indonesia: No.
2 No. brocess not Thailand seesitself as
e ), P No best practice and seeks to
Subsidiaries | suitable. .
influence corporate
policies.

(Source: Developed for this study)
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Within-case analysis points to Case E HQ having a platform and process for best
practice sharing that is open to the subsidiaries, which in turn do not use the process,
which they consider not suitable for best practice sharing. The respondents in the HQ
are aware of the lack of integration of country best practicein its HR policies.
However, HQ places the responsibility to provide those best practices and expertise
within the countries, since the platform with its HR chairperson and HR Asia coach
already does provide the opportunity for the individual countries to share their best
practice. The respondents of the subsidiaries all express concerns about the process,
being ‘too formal’ (E2H), or choosing inappropriate language ‘we do not want to put

our colleagues off, ‘good practice’ would be better than *best practice’” (E4H).

The HQ respondents of Case M admit that country expertise and best practices of the
countries under study are currently not integrated in the formulation of HR policies.
Rather, corporate policies are made, taking the German situation and the situation of
those countries where big production facilities are located, such asthe US, into
consideration. Case C HQ respondents are aware that at the time of this study thereis
little or no integration of international best practice in the formulation of policies.
Case C HQ wants to change that with its new push towards internationalisation and
regional cooperation in the field of HR, yet the process is currently at the planning
stage only (CO). The subsidiary in Thailand, more so through the CEO than the HR
director, takes an active interest in making itslocal HR policies and practices known
in HQ and has a reputation for ‘ being the most activein HRin Asia’ (C1H, C3L).

Cross-case analysis at HQ level reveals that while best practice integration in policy
formulation would be *nice to have', it is either not actively sought (Case M), carried
out with a process that the subsidiaries are not at ease with (Case E), or achieved by
going through the German expatriate CEO (Case C). The subsidiaries on the other
hand, do not see the need or the desire, to have their best practice incorporated in HQ
policies and guidelines. In the words of one HR director, HQ ‘should help us and not
ask us to provide best practice’ (E2H). Best practice sharing is seen as a powerful
tool for regional cooperation, which leads to the next issue regarding networking
among subsidiaries.
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4.4.3 Networ king among subsidiaries of one MNE in various countries

The HQ of all three main cases facilitates and encourages the networking between

the individual countries through regional HR meetings, as outlined in table 4.4.4:

Table4.4.4: Networking amongst subsidiariesin the region

CaseE CaseM CaseC

Approx. twice a
Infrequent, funded | year in theregion,
and organised by funded and

HQ and located in | organised by HQ,
Germany. only recently
established.

Twice ayear inthe
HR region, funded and
regional organised by HQ at
meetings first, now regional
responsibility.

Beginning to know

Ac‘qye group in e- h other, the well Beginning to
mailing, social : know each other.
. : established
other visits, project help, subsidiaries help the People exchange
only after personal b to alignindividua
. ) newer ones, e.g. :
contact in regional : topics, e.g.
i Thailand shares -
meeting. training.

with Indonesia.

(Source: Developed for this study)

The approach used is to organise meetings in the region, asin Cases E and C, or at
HQ, asin Case M, where, in addition to formal meeting content, informal networking
and socialising is encouraged. Participants at such meetings are the HR directors
from each country subsidiary in Asia and selected HQ HR managers. Case C has
only recently implemented such a forum of regional meetings, with one having taken
place and the next one planned less than ayear after the first meeting. Case E has a
well established process of having two such regional meetings per year at alternating
locationsin Asiaand once every two years at HQ in Germany, in conjunction with a
global HR conference. The responsibility to organise and fund these meetings has
shifted from HQ to the region, facilitated by the regional HR chairman. Case M is

‘ getting the relevant people together when the need arises’ (M1H), usualy in
Germany. Interviews at HQ (E, M, C) suggest that the meetings themselves are the
‘core of the networking’ (M1H).
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Cross-case analysis at subsidiary level suggests that the formal meetings are a
vehicle to get to know each other and that ‘real networking’ (E2H) takes place
informally without the HQ involvement. This real networking has both a social and a
professional dimension. First, the HR directors get to know each other, meet
informally, share backgrounds during the regional meetings and go shopping or sight
seeing together. After this socialising and trust building, the exchange of information
viae-mail or telephone begins, with concrete help in the form of exchanging results,
telephone conferences or sending an employee to share experience for a project. To
avoid the message that one country is better than another, ‘it isimportant to have a
balance of give and take, of learning and teaching’ (C4H). When one subsidiary is
newly established and another has been in the same situation afew years before, ‘it is
acceptable that they come and teach us and we will do the same for the next country’
(M4H).

In brief, HQ supports networking by organising regional HR conferences. These
conferences are welcomed by the regions as a platform to get to know each other.

The networking itself takes place among the subsidiaries without involving HQ.

4.4.4 Differencesin HR from other German firmsin the country

The relevant question, C4 in Appendix A, has two parts. The first part asks about

what other German companiesin Singapore, Thailand and Indonesia are doing

differently in terms of HR, and the second part asks how the interview partner would
rate their HR effectiveness in the respective country. Table 4.4.5 gives an overview:
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Table4.4.5: HR differencesfrom other German MNEsSHR in Singapore,
Thailand and Indonesia

CaseE Case M CaseC
More international Erllg;f; (r:]alet\:\:%rlf storf
HR than other Lose network with : Y
. no difference,
HO flrms, more other Iqrge German national and
Germany* regl or_lal : MNEs in Germany, international, from
organisation and no knowledge about : :
) ; ) other chemical firms,
structure than other | differencesin Asia.
. no knowledge about
firms. ) 4
other industries.
Others have more
Sincaporer* | M big difference | local freedom, no big difference
gap from others subsidiary depends | from others
on HQ.
Thailand** | M° big difference from others, Case E has the most sophisticated
HR.
. no big difference M very new, others no big difference
Indonesia** from others are better from others
established.

*=referring to al three Asian countries under study
** = referring to their country only
(Source: Developed for this study)

The HQ respondents of all three main cases refer to informal meetings within the
German electrical, mechanical and chemical industry respectively. These HR circles
that meet infrequently, and whose results are not documented, seem to be rather
strong in the chemical industry, with one interview participant saying: ‘ The chemical
industry has a close network and we are all personal friends. Therefore our
approach isintentionally aligned with other chemical companies’ HR approach,
both national and international’ (C1H). Case E HQ considers itself as the German
trendsetter of internationalising HR, a position that is assumed to be true by the
interviewees of Cases M and C without having any specific examples to justify this
belief. In general, none of the interview partners, at either HQ or subsidiary, has
substantial knowledge about the HR policies and practices of other German MNEsin

Singapore, Thailand and Indonesia.
Cross-case analysis at subsidiary level puts Case E in Thailand in a position of

being recognised as having the most sophisticated HR of the German MNEs in

Thailand, though again, no concrete example of this sophistication is available. * They
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just do more and have more possibilities (M3H) describes this finding. In Indonesia
no big differences between the German MNEs in HR terms are visible, a credible
perception, since two of the interviewed HR directors previously had similar postsin
other German MNEs in Indonesia. Case M israther new in Indonesia and thus
regards itself as not so established as the others, while the subsidiary of Case M in
Singapore perceivesitself once again at a disadvantage compared to others because it
regards itself astoo tightly governed by HQ. When asked about the perceived
effectiveness of other German MNEsin Singapore, Thailand and Indonesia, the

results are mostly in line with the findings discussed above, as outlined in table 4.4.6:

Table 4.4.6: Perceived effectiveness of other German MNEsHR in Singapore,
Thailand and Indonesia

others | others sameas | others others
much | worse own better far
worse MNE better
HQ E M, C
Germany*
Singapor e** E,C M
Thailand** E(E3L) | M,C E (E3H)
Indonesia** E,C M

*= referring to all three Asian countries under study
** = referring to their country only
(Source: Developed for this study)

The HR director of Case E in Thailand argues that other German MNEsin Thailand
have amore effective international HR, while the HR directors of CasesM and Cin
Thailand readily agree that Case E ‘is the first among equals in HR in Thailand’
(M3H). Further probing reveals that the higher degree of sophistication discussed
above, is something positive and admirable for Cases M and C, whileit reflects a

complex and complicated, yet ineffective structure for the HR director of Case E.

In summary, thereis little evidence of factual knowledge of differencesin HR
effectiveness among other German MNEs, both in HQ and the subsidiaries. The
perception across the interviews is that the HR effectiveness of the MNEs under

study is comparable to the HR effectiveness of other German MNES.
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4.4.5 Differencesin HR from non-German firmsin the country

Shifting the focus from other German MNES to other non-German MNEs, the
relevant question, C5 in appendix A, again has two parts. The first part asks about
what other non-German companies in Singapore, Thailand and Indonesia are doing
differently in terms of HR and where their origin is. The second part enquires about
how the interview partner would rate their HR effectivenessin the respective
country. The interview partners at the HQ of all three main cases have little or no
specific information regarding what other non-German companies are doing in
international HR in Singapore, Thailand or Indonesia. The view of the HQ
respondentsin all three casesisthat the US style is different from the German style
in that the US is assumed to be more exportive of its national HR policies and
practices. The assumption on quality isthat ‘we are probably just as good or bad as
the others' (M1H) and there is no intention to follow up on that assumption with a
more structured approach. Tables 4.4.7 and 4.4.8 give an overview over differences

and perceived effectiveness:

Table 4.4.7: HR differences of non-German MNEsHR in Singapore, Thailand
and Indonesia

CaseE Case M | Case C
More international HR _ _
HQ than any other firm, more No knowledge about differencesin

Asia, assumption isthat the USis

. : o
Germany regional organisation and more focused on the US policies.

structure than other firms.

?ﬁg?gﬁéf:* Japanese MNEs are more rigid, and not adapting, US firms have
Indonesia** | MOr€ practical guidelines.

*=referring to all three Asian countries under study
** = referring to their country only
(Source: Developed for this study)
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Table 4.4.8: Perceived effectiveness of other non-German MNEsHR in
Singapore, Thailand and Indonesia

others | others same as others others
much | worse own MNE better far
worse better

HQ al; M,CE

Germany*

Singapor e** JEM,C |US EM,C

Thailand** JEM,C UsS:. EM,C

Indonesia** JEM,C US. EM,C

J: Japanese MNEs US: US American MNES

*= referring to all three Asian countries under study
** = referring to their country only
(Source: Developed for this study)

Case E has areport by an internationally renowned HR consultancy, comparing its
international HR approach in general as published, not necessarily as practised, with
that of its mgjor US competitor. The report states that Case E is ‘most advanced in
internationalising HR' (EO), yet that report does not look at Asia specifically, let

aoneindividua countries.

Subsidiariesin Thailand and Indonesia have a very distinct view that the MNEs
under study are more effective in terms of HR than Japanese companies and less
effective than US companies. ‘ The Japanese do everything like in Japan and all
documents are in Japanese and they are not willing to adapt in any way' (M3H) says
one manager who worked for a Japanese company before joining M. The US
companies on the other hand, are regarded as more effective by the subsidiariesin
Thailand and Indonesia ‘ because they have how-to-manuals that are easy to
understand and apply and local HR does not have to invent everything here, plus
they are open to adapt if they are told something does not work in Thailand’ (E3H).
The subsidiaries in Singapore are of the opinion that the US approach may be
different, yet equally as effective as the German approach. The answers are
unanimous along national clusters. While the German HQ view isthat the US
approach is more exportive, understood to be negative, the subsidiary view from
Thailand and Indonesiais that the US approach is more helpful because it tells them

what to do, and how to do it, in more concrete terms.
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In summary, thereislittle evidence of factual knowledge of differencesin HR
between the MNEs under study and MNESs from other countries, both in HQ and the
subsidiaries. The perception across the interviews in HQ is that the HR effectiveness
of the MNE under study is comparable to the HR effectiveness of other German
MNEs, while subsidiaries think that German MNES are more effective in HR than
Japanese MNEs and less effective in HR than US MNEs. Having outlined the
findingson RI1, ' IHRM approach’, the findings on RI2, ‘ Cultural differences are

presented next.

4.5 Data on Research Issue 2; ‘Cultural differences

This section analyses the data collected with respect to research issue 2 which
examines the cultural differences between Germany, Singapore, Thailand and
Indonesiathat influence transfer of HR policies and practices. The research issue

investigates:

RI 2: What key cultural, legal and societal differences between the countries
Germany, Sngapore, Thailand and Indonesia influence the transfer of HR

policies and practices?

Part D of appendix A, interview protocol, documents the questions related to this
research issue. The respondents from subsidiaries are asked to comment on perceived
cultural, legal or societal differences between their country and Germany (question
D1 in appendix A), while the respondents from HQ are asked the same question from
a German perspective, that is perceived cultural, legal or societal differences between
Germany and the three Asian countries under study. Next, the perceived cultural,
legal or societal differences between one Asian country and the other two Asian
countries under study (D2) are explored. Further, respondents are asked to give their
opinion whether alocal or an expatriate HR manager is the better choice for HR
director (D3), and to what extent cultural awareness is prominent among their own
staff and HQ staff (D4). In brief, respondents are asked to talk in their own words
about cultural differences between Germany and the Asian countries under study.
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4.5.1 Per ceived differences between Germany and the Asian countries

Culture and society. The HQ respondents of the MNEs are well aware that ‘Asiais
different’ (M 1), even though the specific local knowledge of Singapore, Thailand and
Indonesiais rather limited: * German people are very direct’ (E3H) versus ‘The Asian
people are quiet and never say what they mean’ (M 1H) only describes some issues
on arelatively generic level and reduces the differences to a communication issue.
Table 4.5.1 lists some statements that reflect this generic level:

Table4.5.1: Statements about cultural differences between Ger many and
Singapor &Thailand/Indonesia

CaseE | Case M | CaseC
Asiaisdifferent from Germany
HQ - Germans are more structured, more result oriented
Germany - Asians are not proactive, need to be pushed

Asians are quiet and do not say what they mean

Asians are more polite

-|S-| r:] gflslapr(])crje Germans are direct and rude, have little understanding of
Indonesia the Asian way of avoiding conflict

Germany is part of the West

(Source: Developed for this study)

Thailand views itself as the ‘ most different from Germany' (E3H, M3L). The
differencesin culture mentioned by all interviewed Thai and Indonesian nationals are
different styles of communication, with Germans being seen as direct and rude and
Thais and Indonesians as indirect and polite. The concept of face saving and of never
saying no to a superior is seen to cause many difficulties between Germans and Thais
and Indonesians, whereas Singaporeans do not have a big problem with face saving.
Conflict resolution, dealt with in Germany by addressing the conflict openly and
‘fighting it out’ is considered the biggest difference and the biggest problem between

German managers and local managers of the subsidiaries.

In the same way that HQ respondents assume Singapore, Thailand and Indonesiato
be part of Asiawithout the need to approach individual countries differently, the
subsidiaries regard Germany by and large as ‘ part of the West’, rather than an
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individual country distinct from the US, for example. Only the subsidiariesin
Singapore differentiate between the German directness and the British way of

avoiding direct statements.

Cross-case analysis shows that while respondents in Cases E and M are quite
content with their generic acceptance of differences between Asia and Germany, one
MNE, Case C, is systematically mapping cultural differencesin the MNE, using
Hofstede' s framework of cultural dimensions, referred to in Chapter 2. This
systematic approach is facilitated by the fact that the HR manager in HQ of Case C
responsible for Asia, aswell asthe HR directorsin the two subsidiaries in Singapore
and Thailand are academically qualified in the field of international HR and have
experience as lecturers in universities. While having no conclusive result at the time
of this study, Case C isthe only case under study that is attempting to map cultural

differences and plans to adapt its approach in a country specific way.

Differencesin the legal system between Germany and Singapore, Thailand and
Indonesia are not considered an issue in international HR in any interview. The
common understanding of subsidiaries and HQ is that the subsidiaries must ensure
legal compliance in the relevant country and that HQ in Germany accepts this as
given, if the respective legal practice is explained. All respondents are well aware of
sizeable differencesin legal systems, being relevant to HR overall. These would
include payroll administration or compulsory compensation for a 13" month; the role
of the unionsin collective bargaining of work time and salary reviews, and
recruitment, separation and retrenchment regul ations amongst others. However, those
HR issues that are directly affected by the legal environment are regarded by all
interviewed parties unanimously as local issues, not being part of the discussion of
internationalisation of HR. In brief, cultural differences between Germany and South
East Asiaare viewed as relevant for HR mainly in terms of communication style.
Legal differences between the countries are acknowledged and the subsidiaries must

ensure local legal compliance.
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4.5.2 Percelved differences among the Asian countries

In the HQ of the MNEs of Cases E, M and C the underlying belief isthat there are
differences between Singapore, Thailand and Indonesiain culture, society and legal
systems, yet they are unknown in HQ and not regarded as relevant when designing or
transferring HR policies and practices. While it is seen that ‘it is somehow easier to
talk to the guysin Sngapore’ (C1H), thisfact is attributed to individuals rather than
adifference in national culture between Singapore and Thailand or Indonesia, which
might lead to a strategically different approach from one country to another. The one
exception, as discussed in the previous section, is the attempt of Case C to map
cultural differences along Hofstede’ s model and to formulate a different approach

towards each country in the future.

The subsidiaries are aligned in their views along national lines. Thailand is the only
country of the three Asian countries under study that has never lost its independence
to acolonial power, afact stated in 5 out of 6 interviewsin Thailand, and used to
explain why there is less alignment with the West than in Singapore and Indonesia,
less English spoken and generally, a greater cultural distance between Thailand and
Germany, than between Singapore and Germany. Also, the geography of having not
many significant sea portsis areason given when explaining why Thais often
‘struggle with the English language and the Western ways of doing things' (M3H).
While Tha and Indonesian interview partners make a point that their respective
cultures are similar with the exception of religion, the perception of Singapore is that
of being ‘efficient, rude and more like Westerners' (C4H). The Singaporean
interview partners note the similarity between Thailand and Indonesia; their self
image isthat of being business minded and at ease with both worlds, the East and the
West.

All interview partners make a point of saying that professionally they are not
concerned with the differences between the countries under study, and that their
answers represent a general perception based on experiences from travel and reading.
It must be stressed again that cultural, societal and legal differences between the
countries under study are considered so significant that alocal HR department isa

necessity in every subsidiary. Given thisfact, the interview partners are not
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concerned professionally with the differences from other countries. Other, smaller
firms, who attempt to have one HR department running the HR in different country
subsidiaries report nearly insurmountable difficulties (O). In brief, thereisa
perception that Singapore, Thailand and Indonesia are different, yet thereislittle
specific real knowledge and the underlying belief isthat the study or knowledge of
differences between the countries is professionally unimportant for international HR

in aGerman MNE.

4.5.3 Local versusexpatriate HR director

When asked whether it is better to have alocal or an expatriate HR director, all 24
interview partners respond strongly in favour of alocal HR director, irrespective of
cost issues. The main reasons are familiarity with local regulations and being able to
communicate with local employees and institutions without language or cultural
barriers. Thisfocus on local HR reinforces the findings from the previous points on
the relevance of cultural, societal and legal differences for international HR. In
Singapore and Thailand it is possible to have an expatriate HR director; in Indonesia
the law requires the HR director of a company to be an Indonesian national.
However, when questioned further it emerges that all three MNEs had an expatriate
HR director in at least one of the three country subsidiaries under study over the last
five years. It becomes clear in the discussion that there is a deep belief at HQ that it
is better to have an expatriate manager to ‘ get things going in the beginning’ (M1H)
or when thereis aneed ‘to align the company with the German standard’ (C1H). The
ambival ence between wanting alocal HR director and atrusted partner is expressed
in oneinterview (C1H): ‘It is better to have a local HR director, but that means that
we have to settle some things with the CEO directly.” The underlying assumption
here is that the CEO is a German expatriate. In brief, alocal HR director is preferred
over an expatriate in all cases, yet there is atendency to keep some sensitive issues
between the HQ and the expatriates.
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4.5.4 Cultural awareness of HQ and subsidiary staff

Thereisalow level of cultural awareness among HQ staff. A culturally insensitive
exampleisfound in one MNE'sinternal promotional material which states: *We
want a culture of open dialogue and commitment!” (EO). Lack of international
experience among the HQ staff iscited in al HQ interviews as the main reason for

the lack of cultural awareness, as outlined in table 4.5.2;

Table 4.5.2: Levelsof cultural awareness of HQ staff and strategies employed by
the MNE to improve

Case E | CaseM | CaseC

Level of cultural
awar eness of HQ Limited cultural awareness of HQ staff.
staff
Strategiesto Increase international experience and exposure of HQ
improve staff.

Create international positions
Practices and promote to senior level Hire outside people with
employed only people with international experience.

international experience.
Challenges Costly, takestime. Lack .Of company

experience.

(Source: Developed for this study)

HQ in Cases M and C employs outside HR specialists with international experience,
though still German nationals, to overcome the lack of cultural awarenessin their
HQ staff (MO, CO). Case E takes the approach of providing international positions
for HQ HR staff and when promoting from within, international experience playsa
significant role: ‘We only appoint staff to senior management positionsin central HR
who have international experience, which is defined as having lived and worked
outside Germany for at least 18 months.” (E1H). This approach takes time and the
commitment and money to provide international positions. Whereas recruiting new
staff with relevant international experienceisfast, the new staff may lack the

necessary company experience.
While HQ and the subsidiaries agree that the cultural awareness and intercultural
competence of HQ staff needs to improve, and the way to do thisis through gaining

international experience, only Case M is also concerned with increasing the
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intercultural competence of itslocal staff: ‘We train our people specifically in
wor kshops to work with foreigners and learn how to deal with their more direct style

and culture of dialogue and commitment’ (M3H).

In brief, cultural awareness of HQ staff is perceived as limited. Gaining international
experience is the preferred way to address this limitation. Increasing cultural
awareness of subsidiary staff is systematically handled in one case and not addressed
in the two other cases. Having outlined the findings on RI2, * Cultural differences,

the findingson RI 3: ‘Innovation and Trust’ are presented next.

4.6 Data on Research Issue 3: ‘Innovation and Trust’

This section analyses the data collected with respect to research issue 3 which
examines the trust and innovation climate between HQ and the subsidiaries. The

research issue investigates:

RI 3 Is there a climate of innovation and trust between HQ and subsidiary in

general that facilitates organisational change?

Part E of appendix A, interview protocol, documents the questions related to this
research issue. The respondents provide examples of cooperation between HQ and
subsidiary in areas other than HR (question E1 in appendix A) and specifically on
HQ initiatives and programs and their value to the subsidiary (E2). Furthermore,
respondents are asked about frequency of job rotation between HQ and subsidiary
(E3). Their opinion on the extent to which the climate in the MNE could be
described as innovative and trusting is a'so sought (E4). In brief, respondents are
asked to tell in their own words how the MNE operates along the lines of being
innovative and trusting in itsinternal dealingsin and outside of HR. Next, the points
are addressed one by one.
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4.6.1 Cooper ation between HQ and subsidiary at large
In all three researched cases the interest of HQ in Asiais growing, which leadsto a
higher focus on business processes. This represents a shift from the past when HQs

tended to manage on the numbers alone. Table 4.6.1 lists some of the trends:

Table4.6.1: Cooperation between HQ and subsidiary at large

Case E | CaeM | CaseC

Consistent financial reporting

General trend over Standardised proc

thelast 3years Global ethical standards
Main form of Regional structure, | | vy Trust and
, company-wide o .
COOperatlon e Initiative tradition
Initiatives

(Source: Developed for this study)

Case E has aregional structure in place and a company-wide initiative for
productivity gains. Case M, on the other hand, relies heavily on individual initiative
and fosters this culture, being different again from Case C, which isusing trust and
tradition to manage its subsidiaries, much like a family business. Product expertise
and international management skills are thought to be centred in HQ in all three
cases. Thisview ismost expressed in Case M, which has avery strong self-image as
a German company producing quality products. Sales activities used to be left almost
exclusively to the subsidiaries and quotes such as ‘ as long as the numbers were good
they (the CEOs of the subsidiaries) could do whatever they wanted, just like kings
(C1H), typify the not so recent past. But over the last 3 years al three MNEs have
taken a greater interest in the management and the processes of the subsidiariesin
areas such as consistent financial reporting (EO, CO), standardised processes and,

due to a greater exposure to the US, ethical business conduct.

Within-case analysisin all three cases reveals that, while these changes are regarded
in HQ as an opportunity to increase transparency and save costs, they are perceived
largely as additional workload in the subsidiaries, with little direct positive impact:
“HQ wants new information, is not coordinated in its request and never tells us what

they do with the data’ (E3L). In brief, over the last three years HQs are taking a more
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active interest in managing their subsidiaries. The approaches vary, yet are usually

driven by HQ and are not seen as beneficial by the subsidiaries.

4.6.2 Company-wide initiatives and programs

Table 4.6.2 presents an overview on company-wide HR and non HR initiatives used
in CasesE, M and C:

Table 4.6.2: Company-wide initiatives and programs

CaseE | CaseM | CaseC

General trend
over thelast 3
years

Asiamore in the focus of management, more involvement in
HQ programs and initiatives.

Company-wide project
with adistinct name,
rolled out first in

Non HR Germany, then US, then
Asia. Thegoal is
standardisation, synergy

Individual projects, country
specific and/or product specific,
e.g. asaesinitiative for product
line x in country y or a process
improvement project in one

and growth. country.
HQ initiative
Regional cooperation, HQHR HR
i : excellence : .
using the regional HR A, international
HR - Initiative to O

structure, no specific . . : initiative to
N internationalise | . . .
initiatives. HR in Case M internationalise

" | HRin Case C.

(Source: Developed for this study)

Non HR initiatives. Case E has alarge initiative with a‘catchy’ name, applied first
in Germany and then in the US. During the research period the initiative is being
rolled out to Asia, with the effects not yet visible. This business initiative is meant to
standardise, use synergies across borders and to foster growth. The perception from
the interviewed CEOs is positive, possibly selling the initiative internally, whereas
the perception of the HR directorsis more sceptical. General (non HR) HQ initiatives
and programs designed to help the subsidiary are not present in Cases M and C, even
though thereis a keen sense of * Asia being more and more in the focus of

management’ (C1H). Another interview partner says. ‘We have very little tolerance
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for flavour-of-the-month projectsin M, which explains why we do not have such

programs and initiatives (M1H).

HR initiatives. Case M has aHQ project, international HR excellence, which has the
goal to overcome ‘our Southern-German focus' (M1H). Similarly, Case C has an
initiative, HR international, which aims to internationalise the HQ HR approach. The
strategies to improve cultural awareness of the HQ staff that are discussed in Section
4.5.4 are, for example, parts of the HR initiatives at Cases M and C. Case E does not
have any special HR initiatives over and above its structure and process of regional

cooperation.

In short, the subsidiaries are involved in a number of HQ projects, both in HR and
other central functions aswell asin the business, that aim to streamline reporting and

processes, as well asto create synergies between the various subsidiaries.

4.6.3 Job rotation between HQ and subsidiary

On the websites (EO, MO, CO) of each embedded case, some reference to
international opportunities and assignments is made to attract highly qualified
graduates. Y et the interviews bring to light the fact that most job rotation is from HQ
to the respective subsidiary; some job rotation, mostly for training purposes, takes
place from subsidiary to HQ and virtually none takes place from one subsidiary to
another. The regional focus of all interviewed subsidiariesis on improving the
intraregional job rotation, as outlined in table 4.6.3:
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Table 4.6.3: Job rotation between HQ and subsidiary

CaseE | Case M | CaseC

. . Job rotation mainly German expatriates to Asia
General situation . - -
at time of Very few_jobsfor_Asansm HQ, e_xcept for training
resear ch Focus on intraregional exchange, in the start-up

stage only
Processto Regional job Ex_chang_e program for Y oung talent
. traineesin the region,
improve market, managed informal management network,
intraregional job | by regional HR b g facilitated by
: . y the concerned
rotation chairperson. 7 HQ.
individuals.

(Source: Developed for this study)

Statements such as ‘ Sending people to and from Germany is too costly and helps us
not so much asaregion’ (EO, C4L) explain the shift from HQ-to-subsidiary job
rotation to intraregional job rotation. The statement that ‘ There is never enough job
rotation; the problemisto balance the desire for development and the reality of cost
cutting and pressure for results (M1H) focuses on cost implications of job rotation.
In addition to cost issues, a respondent notes ‘thereis neither system nor incentive’
(E3L) to have intraregional job rotation and ‘ coming to HQ means you have to speak
German or you will not survive’ (C1H). At the time of this study, Case E is setting up
aregional job market, Cases M and C are designing systems to exchange young
talentsintra-regionaly, yet it istoo early to tell if these efforts are successful. Cross-
case analysis highlights no substantial differences between the main cases’ current
situation with respect to job rotation. However, true to their different management
philosophies, the cases differ in how to improve the situation. For example Case E is
creating a process managed by the regional structure, Case M leavesit to the

individual and Case C isfacilitating aregional network through HQ.

In general thereis an international career perspective and a good infrastructure for
German expatriates in South East Asia; however there is neither the perspective nor
infrastructure yet for intraregional rotation or international management positions at
HQ in Germany. Consequently, at the time of the interviews the number of local
people from one subsidiary on international assignment and international, non
German, people present from other subsidiaries was very limited (<3) in all
subsidiaries, with the exception of alarge infrastructure project that brings together
engineers from various countriesin Thailand (E3L, EO). All partiesinterviewed
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regard it as desirable to have more job rotation, to share experience and to build an
internationally well-versed talent pool. In brief, job rotation and international
experience are regarded as desirable and helpful, with the reality that most
international assignments are taken up by Germans working in asubsidiary.

4.6.4 Per ceived climate of trust and innovation

When it comesto the perceived climate of trust and innovation, the general

perception tends to be rather positive, with the exception of the Singaporean

subsidiary of Case M, as shown in table 4.6.4:

Table 4.6.4: Perceived trust between HQ and subsidiary

not at all | somewhat | neutral To some Toagreat
extent extent
Germany M, E C
Singapore M E C
Thailand E M C
Indonesia E M C

(Source: Developed for this study)

Cross-case analysis shows that especially Case C, the MNE with the least control
structure in place, has avery high feeling of trust, both in HQ and the subsidiaries.
Case E on the other hand, the most advanced in terms of international infrastructure
and procedures, tends to have a perception of ‘somewhat trusting’ to ‘neutral’
between its subsidiaries and HQ. When asked to provide examples of why this level
of trust is perceived in the relationship it is very difficult to get a concrete example.
Thetrust level seemsto be afeeling based on incidental anecdotes and a general
feeling about ‘the way we talk to each other’ (C3H) or ‘the way the HR regional
meetings are conducted’ (E3H) or the way ‘the CEO represents HQ in the
subsidiary’ (M3L).

Trust and innovation are regarded as two separate issues and the results vary from

one case to the next asis detailed in table 4.6.5.
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Table 4.6.5: Perceived climate of innovation between HQ and subsidiary

not at all | somewhat | neutral | To some Toagreat
extent extent
Germany C E M
Singapor e C E,M
Thailand E,C M
Indonesia E, C M

(Source: Developed for this study)

Case C, the highest in perceived trust, is the lowest in perceived innovation, being
seen as neutral, whereas Case M is the highest in perceived innovation, a spirit that
runs through the company reflecting its product image: ‘ Everything wedo is
innovative, just like our products (M1H, M3L), a statement that is deeply ingrained
in the company culture of Case M. Despite putting innovation at the forefront of its
public relations (EO), the perceived level of innovation in Case E is neutral to rather
innovative and the responses are markedly less enthusiastic than those of the
interviewees of Case M; after athoughtful pause one subsidiary CEO sayswith a
half smile: ‘| guess we are innovative, at least that is what we say’ (E4L). The HQ of
M is seen as ‘ pushing and expecting innovation, new ways, different ways (MO,
M2L) and according to one CEO of a subsidiary sometimes ‘ puts too much
confidence in the individual rather than creating a process' (M3L). During the
interviews everybody at Case M has an anecdote about one individual who wants to
do something, just doesit, and then is rewarded. So, a spirit of innovation is equated
with the possibility, and positive reaction of the MNE, to try out new things on an
individual level. Even the respondents from the subsidiary of Case M in Singapore
who are rather critical in many instances, are quick to point out that ‘innovation is
our strength in all areas' (M2L). Case C on the other hand, while very innovative on
its product scale and technology (CO, O), seesitself as managed ‘based on trust and
tradition’ (C1H, C3L) with innovation not being a central thought when describing

management.

Within-case analysis shows that Case C has a strong common feeling of trust which
is manifested in positive statements about other colleagues and departments. The
common denominator in the interviews of Case M isthe pridein being part of avery

dynamic and innovative organisation, regardless of differences of opinion between
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HQ and subsidiaries. Case E has no such enthusing common denominator, even

though it has a process and a structure for everything.

In brief, perceived levels of trust and innovation between HQ and subsidiary vary
from case to case. Having outlined the findingson RI 3: ‘Innovation and Trust’, the

findings on RI 4. ‘Need for adaptation’ are presented next.

4.7 Data on Research Issue 4: ‘Need for Adaptation’

This section analyses the data collected with respect to research issue 4 which
examines the need for adaptation of policies and practices when transferring from

HQ to their subsidiaries. The research issue investigates:

RI 4.  How do specific policies and practices, for example compensation, need to
change, given the MNE' s approach and the established country

differences?

Part F of appendix A, interview protocol, documents the questions related to this
research issue. The respondents are asked to give examples of HR issues that need
adaptation to fit the subsidiary (question F1 in appendix A) and specifically, why
these modifications should occur (F2). Another question addresses how unique a
subsidiary feelsin comparison to others (F3) and to what extent HR issues ought to
be standardised globally in the MNE (F4). In brief, respondents are asked to tell in
their own words which, if any HR policies and practices needed to be adapted when
applied in their country. Next, the points are addressed sequentialy.

4.7.1 HR issuesto be modified specifically for each country

When asked if specific HR issues such as variable compensation should and could be
modified from the HQ rule to fit the subsidiary, the need and possibility of adaptation
when discussing a concrete example is widely acknowledged, asisreported in table
4.7.1:
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Table4.7.1:

L ocal adaptation of variableincome (example)

CaseE CaseM CaseC
: Yes
Y es, depending .
on local need, ?ffdenr?gg on
Y es, depending on local subsidiary hasto <ubs diary’ has
Germany need, subsidiary hasto decide but still t0 decide
decide but still adhereto | adhere to the Big CEO ensfjres
the guidelines. Five Principles that company
and keep the cultureis
culture of M. respected
Yes, rules
Y es, rules are modified SHOULD
Singapor e | depending on local market | change, but Not
conditions. subsidiary cannot licable
change the rules. :Jpgsi g ary’
L: No, therulesare makes own
applied to everybody in system and
Thailand | the MNE. Maybe, but only wishes for
Hde? because Thailand aftler ?] setbof HQ more
isdifferent. rules has been :
Yes, rulesare modified | applied and a‘gdance from
Indonesia depending on local market | failed. '
conditions and national
culture.
L: line manager H: HR manager

(Source: Developed for this study)

Note. Care istaken that the question avoids terms such as policies, principles,
guidelines or practices and mentions ‘rules’ instead. Furthermore, it is not a general
guestion, rather the interviewer asks specifically for the rules on variable

compensation.

Interview partnersin HQ in Germany state that under certain conditions the company
rules, usually derived from the German practice, can be modified. In all casesthe
decision to modify lies with the subsidiary. In Case E the subsidiary hasto adhereto
the globally valid guidelines, in Case M the subsidiaries have to adhere to the more
genera ‘global five' principles and in Case C the CEO in the respective subsidiary

can decide individually, yet has to ensure that the company culture is respected.
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The subsidiaries are not very clear about their freedom to decide on modification of
rules. In Case E3 the CEO and the HR director have differing opinions: the HR
director does not hesitate to point out that the final decision which rulesto apply lies
in Thailand and that HQ rules of course have to be modified due to the differencein
size of organisation and national culture. The CEO on the other hand, is adamant that
the rules that apply in Germany also apply to the employeesin Thailand. Cases E2
and E4 mention the local market condition as an important factor in deciding if and
how HQ rules on variable income are modified. Case M subsidiaries think that HQ
rules can only be modified after having tried them without success. Specifically,
Case M2 is adamant that HQ rules have to be applied, and while they should be
modified, HQ neither modifies them nor alows the subsidiary to modify those rules.
Case C subsidiary interview partners wish for more guidance from HQ, having a
problem with too few rules and guidelines. In brief, modification of HQ rulesis
possiblein all three main cases. While HQs regard the process as clear, the

subsidiaries have some uncertainty what and when to modify.

4.7.2 Perceived uniqueness of subsidiary

The subsidiaries of the MNEsin Cases E, M and C regard themselves as being part
of alarger group of country subsidiariesin Asia. The uniqueness of the subsidiary is
not argued based on the nature of the business, the local market or the organisation of
the subsidiary. Legal differences are also not at the core of thinking. Rather, the
different national situations leading to different national cultures are used to explain
why the subsidiary is unique in the respective MNE. HQ respondents, on the other
hand, view the countries as comparable countries in South East Asia and differentiate
the subsidiaries in Singapore, Thailand and Indonesia based on their respective size

and product range. Table 4.7.2 provides an overview:
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Table 4.7.2: Perceived uniqueness of subsidiaries

Singapore Thailand Indonesia
HQ HQ differentiates its respective subsidiaries based on
Germany subsidiary size and product portfolio.
Subsidiaries | Subsidiaries see themselves as part of agroup in Asiaand
general differentiate themselves along national boundaries.
Uniaue because Unique because Unique because
Sinq oreisan Thailand has no Indonesiaisthe
19ap colonial past,no | only Muslim
efficient and L
Subsidiaries . . significant sea country under study
. business minded .
individual . portsand is and the fragmented
city state that .
; therefore more island structure
bridges East and :
West secluded from the | makesit hard to
| West. govern.

(Source: Developed for this study)

The Singapore respondents argue their uniqueness based on Singapore being an
efficient city state that bridges the East and the West. The respondents are of the
opinion that Singapore is more developed and more business minded than Thailand
and Indonesia. The respondents from Thailand set their country apart, as reported in
Section 4.5, because of itslack of colonial past. Respondents from Indonesia cite
religion, Indonesiais the only Muslim country in the study, and geography,
Indonesia comprises hundreds of islands and is difficult to govern centrally, asthe
main reasons why Indonesiais different. In short, while the question asks for the
uniqueness of the subsidiary of the MNE in the respective country, the answers from

the subsidiary respondents address national cultural differences.

4.7.3 HR issuesto be standar dised globally

Thereisastrong belief in the HQ of all three MNEs that some globally valid
principles apply to all subsidiaries, that ‘there is something to being an employee of
M which is stronger than national culture’ (M1H). These are principles rather than
processes, for example principles of compensation, and it is|eft to the subsidiary to
interpret these principles and apply them locally. Examples of such principles of

Case M are:

‘M always pays higher than the market’. (MO)
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"M pays for individual performance’. (MO)

While calling these principles mandatory, HQ of M acknowledges freely that ‘there
isvery little control if and how these principles are applied’ (M1H).

On the other hand all HQ respondents unanimously state that the respective
companies’ |leadership principles and talent identification processes are to be applied
globally, something that the subsidiariesin Thailand for example see differently:
“Our leadership principles and style have to be modified here to fit the country’
(M3L). ‘ The leader ship principles from Germany are no good in Thailand and
cannot be applied’ (E3H).

In brief, the common approach in the three main casesis that HQ sets principleson a
strategic policy level and the subsidiary develops its own practice and process.
Where HQ insists on standardisation to the letter, the subsidiaries resist it. Having
outlined the findings on RI 4: *Need for adaptation’, the findings on RI 5: ‘ Roles of

people’ are presented next.

4.8 Data on Research Issue 5: ‘Roles of HQ People

This section analyses the data collected with respect to research issue 5 which
examines the role of people, both from HQ and subsidiary when transferring policies

and practices. The research issue investigates:

RI 5: What are the roles of HQ people and subsidiary staff in the transfer

process?

Part G of appendix A, interview protocol, documents the questions related to this
research issue. The respondents give examples of HQ people assigned to their
subsidiary by region or issue (question G1 in appendix A) and specificaly, if these
people are perceived as helpful or controlling and if they take the subsidiary’s
concerns into account (G2, G3). Another question asks more generally how the
subsidiary ensures afeedback processto HQ (G4). In brief, respondents are asked to

tell in their own words who the players are and what their roles are when HQ
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transfers policies and practices to the subsidiary. Next, the points are addressed one

by one.

4.8.1 Organisation of HQ with respect to subsidiary

While the organisation of the interaction between HQ and subsidiaries depends on
the product line (M, C) or the division (E), the HR field does not provide historical

examples. Global HR competence centres, having emerged from the previously

German competence centresin fields such as compensation and benefits for example,

are present in all cases. Table 4.8.1 presents an overview:

Table 4.8.1: MNE organisation of interaction between HQ and subsidiary

Non HR HR
Responsibility for Asiaon e
board 1ovd, with busineac Specialists in HQ for selected
o " : topics like leadership or
divisions being organised . ith aalobal
individually. At HQ a compensation with a global scope
CaseE cornorate d. artment to and regional experts both in HQ
detgrmin o beupsi Ness and in Singapore. One HR director
development per countrv and from Asiais the spokesperson for
to monri)t or pr ggr ess y concerns regarding HQ.
o Specidistsin HQ for selected
Reﬁpons_bl lity along the topics like development or
product lines globally. At HQ . .
a corporate denartment to compensation with a global scope.
CaseM d eter?nine bu(saiems Regional interface by the
development per sales region operational HR who takes care of
and to ‘rjnonitorr) o reﬁeg the German expatriates in the
Progress. subsidiary.
. : Specialistsin HQ for selected
Eggro (;) P;Z:l_l%fgvrvﬁgggrrw o topics like training or compensation
CaseC lona the }oductlines with a global scope and, in the
| obgll P process of being established,
g Y regional expertsin HQ.

(Source: Developed for this study)

The support structure to transport these global HR competencies and responsibilities
varies greatly from case to case. Case M uses the HR contacts between HQ and
subsidiaries, stemming from expatriate management as the interface between HQ and
subsidiaries. Case E has a complete system with councils, spokespersons and a

regional HR competence centre in Singapore, and Case C is only recently realising
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that something ought to be done to connect the HR from HQ with the local HR in the
subsidiaries. In brief, al three cases have a central HR in HQ, yet size and

organisation of this central HR varies grestly.

4.8.2 HQ staff: Help or control?

All the subsidiaries agree that the function of the HR HQ staff should be and indeed
is more helpful than controlling, whereas HQ staff for issues other than HR, finance
for instance, at least has a strong controlling element, as outlined in table 4.8.2, and
is therefore viewed with a certain distance. Asto how helpful the HR HQ staff is,
opinions and evidence vary. Often it is perceived that the HR specialists from HQ are
not primarily interested in advancing the subsidiary, but in fulfilling their need to

report implementation success back at HQ.

Table4.8.2: HQ staff: more helpful or more controlling

Mor e helpful Mor e controlling
HR HQ staff X
Non HR HQ staff X
. communication to subsidiary
Weakest points HQ reporting interest before subsidiary interest
Areasfor - improve understanding of subsidiary business
improvement Situation

Note: This question was only posed to subsidiaries
(Source: Developed for this study)

For example, Case E has a system of reporting globally on implementation of various
policies, ranging from recruiting to pension schemes, that employs colour codes, for
example red for bad, white for no action yet, yellow for begun action and green for
implemented. The subsidiaries view the specialists who are in charge of facilitating
the implementation worldwide as people ‘who want to have the boxes green,
regardless of the difficulty in our country’ (E2H). This sentiment is mirrored by a
CEO who has past experience of working in a corporate department: * Sometimes the
HQ specialists are prisoners of their own system, failing to see the other side’

(M3L).
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When asked specifically whether the subsidiaries' concerns are adequately addressed
by HQ staff, the uniform response from the subsidiaries is that there is much room
for improvement, viewed by the subsidiaries mainly in terms of sensitising the HQ
staff about ways to communicate and awareness of the business reality in the
respective country. The HQ respondents of al three main cases are aware of these
deficits and regard sending junior level HQ employeesto Asiato gain first hand
experience as the best solution. Y et they are aware of a cost factor in transferring
German expatriates to Asiato be responsible for HR issues and wish for the regions
to also be more willing to embrace a Western attitude, to address at least the
communication problems. Of the three main Cases Case M has a clear strategy to
conform to that ideal: ‘We look inside the Thai society for talent that is open towards
modern management methods and people who have been educated abroad, therefore
we have fewer problems now than in the past’ (M3H). In brief, HQ HR staff are
perceived as helpful rather than controlling. Overall HQ HR staff are regarded as not
very effective due to a perceived lack of local, subsidiary knowledge.

4.8.3 Feedback toHQ

The HQ view is that there is not enough feedback from the subsidiaries to HQ. More
input and proactive interest in global HR issuesis desired from HQ respondents,
whereas the subsidiaries are ambivalent about this, as exemplified by one statement:
‘It isnot our cultureto complain or to show off, we prefer to be quiet and do our job’
(E3H). Table 4.8.3 presents an overview:

Table 4.8.3: Feedback on HR issues from subsidiary to HQ

CaseE | CaseM CaseC
HO Platform and processes are in place, Eabtéfnr]rmcfggtgéocess
. subsidiary people need to use these g crealed,
per ception expectation is that

more proactively.

platform will be used.

Subsidiary | Formal feedback procedures are seen as either complaining or
perception | showing off and usually create more work for the subsidiary.

Feedback CEOs formally part of the
routetaken | regional HR structure.

Informally via CEOs.

(Source: Developed for this study)
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Case CHQ isaware of itslack of structure to receive and use such feedback and
consequently isin the process of creating aregional HR council and aweb tool for
communication. The statement * We expect people to use the platform when
available’ (C1H) reflects alevel of optimism already vanished in Cases E and M.
The statement *While we have all the tools and processes we receive little to no input
for fear of sounding stupid or generating more work for themselves’ (E1H) describes
the current state of affairs. HQ HR managers realise that the process will take time,
however there is atension between top management and HR, with senior

management ‘ wanting to make up for lost timeinahurry’ (M1H).

Meanwhile, the most used route for feedback from subsidiariesto HQ isviathe
CEOs. In 8 out of 9 subsidiaries under study the CEO is German with HQ working
experience and a network in HQ. The CEOs travel to Germany frequently and are
obviously culturally conversant in the German HQ ways. Case E has recognised the
importance of the CEO with respect to the international HR network and invites one
CEO from the region to its regional HR meetings on arotational basis. While that
increases effectiveness of HR in the region it does in away undermine the effort to
establish HR communication paths, so that HQ views this CEO participation with
‘mixed feelings' (E1H). Having outlined the findings on RI 5 *Roles of people’, a
summary of the findings on the five research issuesis discussed next.

4.9 Summary of Findings on Research | ssues
Having discussed the data analysis and findings on each of the five research issuesin

sections 4.4 — 4.8, this section summarises the main findings in condensed form.

Table 4.9.1 presents the main points of data analysis of the five research issues:
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Table 4.9.1: Overview of findings on resear ch issues

Decisions madein HQ by central HR for strategic level

zgplr.oall;ll’:\)M policiesin an exportive way, with the expectation that the
subsidiaries trandlate policies into operational practices.
Big differences between Germany and the three Asian
RI 2: *Cultural countries, especialy in the form of communication and
differences conflict resolution. Legal differences acknowledged and not

seen as key to international HR.

Relationship between HQ and subsidiary seen as trusting
(mostly Case C) and innovative (mostly Case M). Job

RI 3: "Innovation rotation considered the best tool to increase trust and

and Trust sharing, yet not developed beyond the practice of rotating
expatriates out of HQ in the subsidiaries.

RI 4: *Need for General company p(_)lici&s adapted and applie_d Iopally are

A dabtation’ the norm. When a high degree of standardisation is
required, resistance is generated in the subsidiaries.

RI 5 ‘Roles of HR HQ staff iss_een as hel pfl_JI yet not very eff_e_cti_ve

HO .People’ because of perceived lack of intercultural sensitivity and not

enough knowledge about the specific country situation.

(Source: Developed for this study)

Research Issue 1, ‘IHRM approach’, establishes that on a general policy level all
decisions are made in HQ in Germany and passed to the subsidiariesin an exportive
way. The translation of these general policies into practices rests with the

subsidiaries.

With respect to Resear ch I'ssue 2, * Cultural differences, there is agreement that
cultural, societal and legal differences between Germany and Singapore, Thailand
and Indonesia do exist. Most prominent among these differencesis the different
approach to communication that the Germans use compared with their Asian,
especialy Thai, counterparts. To be culturally more aware is desired both in HQ and
subsidiaries and the most common solution suggested to overcome the lack of
intercultural sensitivity is to exchange people within the MNE.

Data analysis of Resear ch I'ssue 3, ‘Innovation and Trust’, finds that the relationship
between HQ and subsidiariesis very trusting in Case C, less so in Case M and only
neutral in Case E. The relationship between HQ and subsidiariesis perceived as very

innovative in Case M, less so in Case E and only neutral in Case C.
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Research Issue 4, ‘Need for Adaptation’, finds that the expectation from HQ is that
the subsidiaries adapt HR standards that are passed on from HQ in the form of
principles and guidelines, or state clearly where these guidelines cannot be applied.
HQ and subsidiaries agree that almost all practices can and should be adapted
individually. In cases where HQ seeks standardisation to the detail level, the
subsidiaries insist on the need to adapt locally. Subsidiaries with alot of freedom
wish more guidance asin Case C, whereas subsidiaries with alot of interaction with

HQ wish more freedom to decide on their own systems.

The main finding of Resear ch Issue 5, ‘Roles of People’, isthat HQ staff with
global or regional HR responsibilities are regarded as helpful, rather than controlling
or threatening. However, the HQ staff are regarded as not very effective, basically
lacking the skill to adapt to local ways of doing things, which is one reason why the
CEOs of the subsidiaries have an important role in giving feedback to HQ on HR

matters.

Open questions. Questions H1, H2 and H3, appendix A, are meant to give the
interview partners the possibility to add in their own words what other factors they
think relevant for the subject at hand and specifically, how relevant cost issues are to
the research topic. Cost is not seen by any respondent as a major impediment to the
transfer process, over and above the general perception that ‘ cost is always an issue
in everything’' (M3L, C4L). The open question part in the interviews is used to round
the interview off and to reinforce points made earlier. No major new issues are raised
and the individual answers are integrated in the previous discussion. Next, the
findings are discussed in the context of within-case and cross-case analysis.

The within-case analysisisincorporated in the individual discussions of the cases
and the research issues. A short summary of the general perceptions of the casesis

given below.

Case E isthe most structured, with processes and procedures for communication
between regions and towards HQ. There are regional HR experts and a council
structure that, cultural issues aside, allow for an integration of best practice and a
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bottom-up approach for new developments. The reasons for Case E having
considerable structure in its HR are first, because of its bigger size, in HQ aswell as
in the three countries where subsidiaries have been studied and second, because the
process of internationalising HR has started already five to seven years ago and
finally, a philosophy emphasising structure over the belief in theindividual. The
perception from the embedded Cases E2, E3 and E4, is that more flexibility from HQ

would be welcome.

Case M presents as a philosophy of the individual and trusts that the corporate
culture will be transferred via the CEO who has HQ experience, and that the HR
director in the region will find ways of getting help if needed. Very little structureis
in place, only afew almost generic principles. When help isrequired from HQ it is
provided, yet every country hasits individual solutions. There is growing uneasein
HQ whether this can be maintained with a company committed more and more to
globalisation and unease in the subsidiaries as to whether the HQ should not provide

more guidance and structure, especially for new subsidiaries at start up time.

Case C has a sound theoretical and scientific approach to assess the cultural
differences between HQ and the respective subsidiaries. However, having established
the differences and the need to address them, HQ then leaves the individual
subsidiaries on their own to establish their own processes, a situation that the
subsidiaries are not content with because they expect more help and guidance from
HQ, especially after the sound theoretical preparation. HQ isin the process of
creating ateam of international HR specialists and thus plans to provide more

structure in the future.

To conclude, the three MNEsin Cases E, M and C have similar ideas on how the
cooperation between HQ and subsidiaries should operate. From a HQ viewpoint,
Case E isrelying more on structure and processes, Case M is counting more on the
individual and Case C isin the process of building the infrastructure needed for HR
cooperation in Asia. The small and young subsidiaries welcome and demand
guidance and practical help from HQ, with the understanding that HQ ought to be
flexible in their demands concerning what to implement and what to modify, whereas
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more mature subsidiaries feel that they know best how to operate and wish for more

understanding on the part of HQ.

The cross-case analysisisincorporated in the discussions of the research issues
when referring to countries rather than individual embedded cases. A short summary

of the main points for each country is given below.

All interviews in HQ in Ger many acknowledged the cultural, societal and legal
differences between Germany and South East Asia, without being able, or seeing the
need, to distinguish between the individual countries of Singapore, Thailand and
Indonesia. Differences between these countries are regarded asirrelevant for the
formulation of strategic policies and it is considered the responsibility of the
individual subsidiary’s management, specifically the HR director, to trandlate
policiesinto local practices. Being caught in the midst of cultural differencesin their
dealings with respective subsidiaries, the HQ view is that an open platform for
communication is offered but that ‘they (the Asians) need time to under stand and
accept that’ (E1H).

The city state of Singapor e bases its self image on efficiency rather than cultural
heritage. It setsitself apart from Thailand and Indonesia by being more business
minded and more attuned to Western practices, yet setsitself apart from Germany by
being a gateway to Asia, a bridge between the East and the West. The use of the
English language and the presence of many Asian HQs for multinational enterprises,
position Singapore ‘ ahead of the others' (E2H). The subsidiary respondents see
Japanese MNEs as |ess effective in Singapore than German MNEsin terms of HR

and they put US MNEs on a par with their own and other German MNES.

The understanding of the interviewed partiesisthat Thailand isindeed very
different from Germany, more so than Singapore or Indonesia. The non-colonial past
of Thailand, the perceived lack of Western influence on the legal and education
systems, and the weak spread of the English language, are stated to be the main
reasons for this difference from the West. As a consequence, the culture of
communication and the openness to deal with foreigners on their own termsisless

visible in Thailand than in Singapore and Indonesia. All interviewed HR directors
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have the impression that Japanese MNEs are less effective and US companies are
more effective in HR in Thailand than their own and other German firms, stating that
the US companies have a comprehensive ‘ how-to-run-HR’ package and are less
ambivalent about how things should be done, while at the same time being flexible

enough to accommodate country specific details.

The respondents from the subsidiaries in Indonesia view their country as culturally
close to Thailand, with respect to communication patterns and differences from
Germany. Indonesia, being the only Muslim state in the study, sets itself apart
because of religion and geography. Indeed, some of the interviews in Indonesia took
place during the Ramadan period, which highlights differences from non-Muslim
countries very visibly. Geographically, Indonesiais a state made up of many islands
inhabited by many different tribes. This fact leads the interview partners to argue that
astrong set of administrative rulesis needed in Indonesia, rather than general
policies. Therefore the HR function reports to the CFO, rather than to the CEO, in
CasesM and C. Asin Thailand, all interviewed HR directors have the impression
that Japanese MNEs are less effective and US companies are more effectivein HR in
Indonesiathan their own and other German firms, with the same arguments as stated

above.

In other words, the differences between HQ and subsidiary in this study are
perceived to be more an issue of national cultural differences between Germany,

Singapore, Thailand and Indonesia rather than an organisational issue.

4.10 Conclusion

This chapter briefly outlined the data analysis strategy and procedures and then
presented the gathered evidence of the cases along the lines of the five identified
research issues, followed by a summary aong the lines of within-case and cross-case
analysis. In most instances the findings are congruent with expectations, thus
producing literal replication. In some instances new insights emerge, particularly
with respect to the role of the local HR director and the desire for guidance from HQ,

expressed by the subsidiaries.
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The data analysed and presented in this chapter stem from 24 in-depth interviews
with eight managers of each main case or MNE, whereby two interviews are
conducted with HR managers at HQ and two interviews with the HR director and the
CEO or the CFO of each embedded case or subsidiary. Additional material, publicly
available or handed to the researcher in the context of the interviews, is used to

underline or crosscheck the answers given in the interviews.

Up until this point, the analysis of the data is presented and no interpretation of, or
implications from, the resultsis discussed. The datais not yet contrasted to the
literature discussed in Chapter 2, this being addressed in the next and final chapter on

conclusions and implications from the findings.
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CHAPTER 5: CONCLUSIONSAND IMPLICATIONS

5.1 Introduction

The previous chapter presents the collected data, while this final chapter discusses
conclusions and implications of the research. The aim of this study isto provide an

answer to the research question, introduced in Section 1.2:

How do German multinational companies transfer human resource

policies and practices to and from their subsidiaries in South East Asia?

This study seeks to answer the research question by establishing first, which IHRM
approach is used by the MNEs under study; second, what the key cultural differences
are between Germany, location of the HQ, and Singapore, Thailand and Indonesia,
location of subsidiaries; third, whether thereis agenera climate of innovation of
trust in the MNE in general; fourth, which HR issues need to be adapted locally and,
finally, what the role of HQ and subsidiary staff in the MNEsisin transferring HR
policies and practices from HQ to the Asian subsidiaries. Thus the five research

issues, introduced in Section 1.2 and justified in Chapter 2, are:

RI1: Which IHRM approach do MNEs headquarters versus subsidiaries
currently follow, along a continuum from exportive to adaptive and
integrative approaches?

RI2: What key cultural, legal and societal differences between the countries
Germany, Singapore, Thailand and Indonesia influence the transfer of HR
policies and practices?

RI3: Isthere a climate of innovation and trust between HQ and subsidiary in
genera that facilitates organisational change?

RI4: How do specific policies and practices, for example compensation, need
to change, given the MNE’ s approach and the established country
differences?

RI5: What are the roles of HQ people and subsidiary staff in the transfer

process?
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The previous chapter presented and analysed the data along the lines of the five
research issues, using within-case analysis and cross-case analysis. This chapter
builds on the literature review of Chapter 2, the methodology in Chapter 3 and the
data analysis of Chapter 4 to draw conclusions and discuss the implications of this
study, again along the lines of the five identified research issues, a'so commenting on
the confirmation or disconfirmation of the propositions formulated in Chapter 2. The
research question is addressed and implications for theory and practice, as well as
limitations are discussed. Finally, future research needs are identified and directions

for further study are recommended.

5.2 Conclusionson theresearch issues

This section discusses the conclusions reached on the five research issues and
compares them to the literature discussed in Chapter 2. The conclusions of each
research issue are discussed in more detail in the following sub-sections, 5.2.1-5.2.5.
While al five research issues are important to this study, the first two and
specifically research issue 2 “ cultural differences’, provided more findings and
conclusions than research issues three to five. The subsequent discussion of each
individual research issue first summarises the main points of the findings of this
study. Then, similarities and differences between the literature and the findingsin
this study are discussed. Contributions are summarised in Section 5.4 Implications
for theory. Next, the conclusions on research issue 1, ‘IHRM approach’ are
discussed.
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5.2.1 Conclusionson Research Issue 1: ‘IHRM approach’

This section discusses the findings of this study with respect to research issue 1 and
compares them to the existing literature. The research issue investigates:

RI 1. Which IHRM approach do MNES headquarters versus subsidiaries
currently follow, along a continuum from exportive to adaptive and

integrative approaches?

Summary of findings. During the data gathering stage information is sought asto
where, and by whom, HR policies are decided in the MNE, if and how country
expertise isintegrated into HQ and whether there is a network among subsidiaries.
Furthermore, respondents from subsidiaries are asked to comment on their
knowledge and perception of HR effectiveness of other German and non-German

MNEs in their country.

The MNEs studied in Cases E, M and C are in the early stages of internationalising
their HR. Case E is the most advanced, with an internationalised HR structure well in
place, while Case M and especially Case C have put new HR structuresin place in
the last one or two years, and consequently their experience with these structuresis
till limited. HR policy formulations on a strategic level are madein and by HQ in an
exportive way, and these strategic and general policies are then given to the
subsidiaries to translate into locally appropriate practices. The subsidiaries in general
and especialy the newly established subsidiaries of Cases M and C would like more
practical guidance from HQ, with respect to applying and implementing HR policies.
Whether a specific HR issueis dealt with only locally in asubsidiary, or whether HQ
establishes a global policy, depends on the strategic importance of the issue to the
MNE overall, as defined by the HQ. Best practice integration in policy formulation,
from best practices of the subsidiaries giving input to HQ, would be *nice to have
according to HQ); however, such input is either not sought actively by HQ (Case M),
or it is sought by using a process that the subsidiaries are not at ease with (Case E),
or by going through the German expatriate CEO (Case C), thus bypassing the
subsidiary HR. The subsidiaries, on the other hand, do not see the need to have their

best practice incorporated in HQ policies and guidelines and consequently do not
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push HQ towards best practice integration. While the HQ of Cases E and C wish for
a high degree of standardisation, Case M is content with the practices being in line
with general principles, as defined by HQ. Best practice sharing is considered a good
way to achieve similar standards, and regional best practice sharing isfacilitated by
HQ. Such best practice sharing is achieved by encouraging and organising regional
networking platforms for the HR directors of the subsidiariesin Asia. The actua
networking itself takes place among the subsidiaries without involving HQ, that is
the HR directors use the formal platform provided by HQ to get to know each other
and then continue networking informally with each other. While all interviewed
parties have very little actual knowledge of competitors HR, thefeeling in HQ is
that HR is *about average’ and the subsidiaries have the impression that German
MNES HR is more effective than the HR of Japanese MNEs and |ess effective than
the HR of US MNEs. The main reason given for thisimpression is the applicability
of the policies from HQ, which are regarded as more practice oriented from the US

MNESs, as compared to the more strategic policies from German MNEs.

HR policy decision making in the MNE. The literature shows that companiesin the
stage of internationalisation of multinational enterprise usually have decisions
relevant for a country subsidiary made either in the HQ or in that subsidiary (Adler
2001; Briscoe 1995; Rugman & Hodgetts 2000; Schuler, Budhwar & Florkowski
2002). A structure where decisions are made in various centres of competence across
the globe is seen to indicate the next stage of internationalisation (Bartlett & Ghoshal
1998; Evans, Pucik & Barsoux 2002; Schuler, Budhwar & Florkowski 2002), yet as
of today not many firms worldwide, and no German firms, have reached this stage
(Rugman & Hodgetts 2000). The findings of this study confirm the literature in as
much as in the three MNEs under study, the decisions on HR policies are made in the
HQ, and the decisions on trandating these policies into processes and practices are
made between the HQ and the subsidiaries. In describing three different IHRM
orientations in MNES as exportive, adaptive and integrative (Briscoe 1995; Dowling,
Schuler & Welch 1999; Taylor, Beechler & Napier 1996), the literature implies that
the entire IHRM approach of a company is either one orientation or another. The
findings of this study suggest that IHRM approaches of the same MNE differ
according to how important the issue is to the MNE strategically. That is, some HR
issues are pushed by HQ in an exportive way, while seeking or accepting an adaptive
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approach for other issues. For example, an issue that has gained in strategic
importance in recent yearsin all three MNESs s talent management. Consequently,
the HQs are not only drawing up policies, but are pushing talent management
processes in the subsidiaries where HQ has not focused on talent management
before.

In other words, the findings confirm the theory that companies emphasise an IHRM
approach in determining their company's HR strategy for managing the tension
between integration or internal consistency and differentiation or externa
consistency (Dowling, Schuler & Welch 1999). The findings contribute to the
existing literature by adding that companies seem to differentiate when they are
implementing an IHRM approach by * strategic importance per issue’ and by

describing concrete examples.

Integration of country expertise into HQ. The literature suggests that, despite
statements of the MNES to the contrary, country or subsidiary best practiceis usually
not integrated in HQ policies (Adler 2001; Briscoe 1995; Kostova 1999). The
findings of this study partialy confirm such a claim. On the other hand, the studied
MNEs have been putting platforms and processes in place over recent years that are
specifically designed to encourage and facilitate feedback and integration of best
practices. While these platforms and processes are not yet widely used actually to
integrate best practices into HQ policies, it is clear that the integration of country best
practicesisin astate of flux tending towards more integration. In other words,
actions have followed the documented statements of the MNESs to have more
integration, with the results not yet visible. One possible explanation is that, even
though the companies under study are referred to as MNESs in their totality, the
current IHRM approach more closely fits the description of international division,
where the international dimension of businessis isolated, or replicated in many
countries, as opposed to aglobal company where resources are shared on a global
basis to access the best process at the lowest cost (Adler 2001). That is, the observed
state of flux tending towards more best practice integration confirms the literature
about the internationalisation process as awhole (Adler 2001; Briscoe 1995; Fisher
& Haertel 2003; Nankervis, Compton & Baird 2002) and the fact that the
internationalisation of IHRM follows that of business rather than leading it (Briscoe
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1995; Dowling, Schuler, Welch 1999; Evans, Pucik & Barsoux 2002; Napier & Vu
1998; Roberts, B. 2000). Furthermore, the findings expose a mental dependence of
the subsidiaries on HQ (Covey 1990), wishing for more guidance from HQ and at the
same time resisting that guidance when it is given too concretely. Drawing an
analogy between the development of the internationalisation of the enterprise and the
development stages of a human being, the findings suggest a stage of insufficient
maturity and experience to handle things independently, coupled with a desire to

expand its responsibilities.

Networ ks among subsidiaries. Poedenphant (2002), amongst other writers on
knowledge management, states that the exchange of knowledge, such as best
practice, needs both aplatform, IT or physical, and a willingness and openness on the
part of the concerned people to share knowledge (Bartlett & Ghoshal 1998; Roberts,
J. 2000; Szulanski 1996). The findings of this study confirm the literature, as prior to
organised regional meetings none of the MNEs had any measurable degree of
interaction between the subsidiaries, whereas now the HR directors, having come to
know each other, interact frequently, even outside the official meetings. That is, the
regional meetings, organised by HQ, act as a platform for knowledge sharing. It has
been pointed out that HRM studies in the literature remain largely insulated from
earlier works on the international management and organisation literature (Clark,
Grant & Helijltjes 2000; Evans, Pucik & Barsoux 2002) and the contribution of this
study is to establish that knowledge transfer is a prerequisite for amore integrative
IHRM approach of an MNE (Kostova 1999; Poedenphant 2002). In other words,
knowledge management and transfer of knowledge between subsidiaries is necessary
first, before the IHRM approach of the MNE can be more integrative, rather than

exportive or adaptive.

HR effectiveness of other German and non-German MNEs. While the literature
on IHRM is often describing an Anglo-Saxon point of view (Clark, Grant & Heijltjes
2000), nationality of the MNE’s origin is recognised as an important factor in
determining MNES IHRM (Briscoe 1995; Chew & Horwitz 2004; Rowley &

Benson 2002). This importance is confirmed by the findings, thus disconfirming
Kostova (1999) who claims national boundaries to be less relevant than industry. The

findings further seem to confirm the literature in that the US approach tends to be
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more exportive than the European approach (Adler 2001; Briscoe 1995; Brodbeck,
Frese & Javidan 2002), though this study is only concerned with German MNEs, as a
subset of European MNEs. However, the findings disagree with the existing
literature on two points. First, Japanese MNES are considered by the respondents to
be the least effective in their IHRM approach. This finding indirectly disconfirms
proposition 1 on transfer success, Section 2.6.1, which states that transfer successis
negatively associated with the cultural distance between the countries of the parent
company and the subsidiary (Adler 2001; Hofstede 1983a; Herkenhoff 2000). All
cultural models (Herkenhoff 2000; Hofstede 1980; Ronen & Shenkar 1985;
Trompenaars 1993) list Japan as culturally closer to Singapore, Thailand and
Indonesia than to Germany or the US. All other things being equal, the proposition
seems intuitively correct, yet the findings suggest that the degree to which Japanese
MNEs are perceived to be exportive, ethnocentric and therefore closed to cultural
adaptation, outweigh the significance of cultural distance between HQ and
subsidiaries. The findings are indirect, however, because they are based on the
perception of the respondents in German firms, rather than on direct study of

Japanese firms.

Second, the underlying assumption in the literature, confirmed by the above finding
on Japanese MNEs, seems to be that an exportive approach is ethnocentric and
undesirable (Adler 2001; Briscoe 1995) while the respondents of this study actually
prefer the US approach that tells the subsidiaries clearly what to do, that is, amore
exportive approach than the German approach. German MNEs may use a more
adaptive or integrative approach than US firms, yet are considered less effective in
their IHRM approach. The appeal of the US exportive approach liesin its providing
clear guidance, combined with an understanding of, and readiness to adapt to, local
conditions when necessary. While the German approach seemsto lack clear guidance
on apractical level, the understanding of, and readiness to adapt to, local conditions
IS seen missing in the Japanese MNEs approach. In other words, afirm, practical yet
flexible approach is preferred by the subsidiaries. Another possible explanation for
the finding that the US approach is preferred over the German approach is that the
German MNEs under study expect alevel of sophistication and responsibility of the
local HR which is not currently there. It may be easier for the subsidiaries, and more

in line with present abilities, to follow practical rules rather than developing these
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rules from somewhat abstract policies. Another conclusion is that the respondents of
German MNESs, more so at the HQ than in the subsidiaries, have not actively
gathered specific information about what other competitors or non-German
companies are doing in international HR in Singapore, Thailand or Indonesia. Thisis
in contrast to the basic rule for strategic analysis and IHRM, that competitor analysis
and benchmarking are essentia first stepsin strategy formulation (Bartlett &

Ghoshal 1992, 1998; Porter 1990; Schuler, Dowling & De Cieri 1993).

Overdl, the findings on research issue 1 suggest that the German MNEs under study
apply an exportive approach on a strategic level and an adaptive approach when
trandating HR policiesinto practices. The findings confirm the view that the IHRM
system ‘establishesitself’ in the wake of business expansion, rather than being
actively chosen or designed by the MNE (Napier & Vu 1998; Roberts, B. 2000). The
realisation isonly gradually dawning in these German MNEs that a more integrative
approach is desired by HQ, and so the necessary infrastructure, such as regional
meetings or IT platforms, is put in place to achieve more integration, however
without taking competitors approaches into consideration. Next, the conclusions on

research issue 2, ‘cultural differences are discussed.

5.2.2 Conclusions on Research Issue 2: ‘Cultural differences

This section discusses the findings of this study with respect to research issue 2 and
compares them to the existing literature. The research issue investigates:

RI 2: What key cultural, legal and societal differences between the countries
Germany, Sngapore, Thailand and Indonesia influence the transfer of HR

policies and practices?

Summary of findings. Data are gathered on perceived cultural, legal and societal
differences between Germany and the respective Asian country under study and on
the perceived cultural, legal and societal differences between one Asian country and
the other two countries. Furthermore, data are gathered regarding local versus an
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expatriate HR manager being the better choice as HR director, as well as on cultural

awareness of HQ staff.

There is widespread agreement among the respondents that cultural, societal and
legal differences between Germany, Singapore, Thailand and Indonesia do exist.
What they are specifically, and how they influence HR, is not very much at the
forefront of thinking in either HQ or subsidiary respondents. While the existence of
differences such as different styles of communication is acknowledged, they are not
being closely examined and are seen as aresponsibility of the local HR staff to
manage. Only one company is mapping cultural differences systematically and plans
to formulate a different approach towards each country in the future. Thisfinding has
amajor impact on the level of sophistication of the HR strategy, policies and
practices of each of the MNESs, because the local HR directors lack the international

experience and intercultural ability to manage these differences well.

A local HR manager as HR director is preferred over an expatriate by all
respondents; in Indonesiathisis actually alegal requirement. To be culturally more
aware is desirable both in HQ and subsidiaries and the most common solution
applied to overcome the lack of cultural awarenessisto exchange expatriate
managers within the MNE, or employ people who have previously gathered

international experience.

Impact of cultural differences. In the discussion about cultural differences the
literature is almost unanimous in stating that organisations accept the existence of
cultural differences and the need to take them into account in international business
(Adler 2001; Bartlett & Ghoshal 1998; Briscoe 1995; Hofstede 1997). When
researching the transfer of HR policies and practices, cultural differences between the
countries have atwo-fold impact. The first impact is well documented in the IHRM
literature (Briscoe 1995; Dowling, Schuler, Welch 1999; Nankervis, Compton &
Baird 2002) and deals with the differences of culture, values, attitudes and behaviour
of the employees to whom the respective policies are meant to apply. The second
impact comes from the cultural differences of managersinvolved in the transfer of
knowledge, policies and procedures, and thisimpact is addressed in the literature of
knowledge management and organisational behaviour (Adler 2001; K ostova 1999;
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Poedenphant 2002). It is the combination of these two impacts that constitutes the

discussion of research issue 2 on cultural differences.

The findings seem to confirm the literature which states that most societies,
managers and employees are parochial or ethnocentric and that acknowledged
differences between national cultures focus predominantly on communication styles,
wheresas value differences have to be observed or deducted (Adler 2001).
Furthermore, the findings contrast with the literature (Dowling, Schuler & Welch
1999; Nankervis, Compton & Baird 2002) which states that cultural differences and
sensibility are at the forefront of IHRM. Rather, the managersinthe HQ and in
subsidiaries of the German MNEs of this study have little awareness or in-depth
knowledge of cultural differences between the four countriesin the study. They
assume that their local HR departments, fulfilling all HR functions, absolve them
from the need for a more in-depth investigation and knowledge gathering or sharing
about cultural differences. Transfer of HR policies and practicesis routed via these
local HR departments and it is the responsibility of the local HR director to adapt the
proposed policiesto obtain alocally legal and applicable practice solution. It isthis
reliance on the intercultural sensitivity of the local HR director that for a number of
reasons influences the outcomes, that is the quality, of IHRM at the studied MNES in
anegative way. First, a continuation with the traditional German ways might bring
substandard solutions to the subsidiaries (Adler 2001; Dickmann 2004), resulting in
substandard performance. Second, with the German workforce being a minority in
the MNESs, more integrative ways have to be sought (Chew & Horwitz 2004;
Rugman & Hodgetts 2000). Third, in times of economic upswings the workforce will
choose more culturally attuned employers, thus leaving the MNEs under study at an
economic disadvantage (Briscoe 1995). Finally and most significantly, German HQs
only assume that the local HR director adapts the global policiesin aculturally
sensitive way; this assumption is neither followed up by the HQs, nor do the findings
of this study justify this assumption.

To conclude, referring to the two impacts from cultural differences addressed above,
it isthe second, that is, the cultural differences of the managersinvolved in
international transfer of HR policies and practices, rather than the cultural differences

of the workforces at large, that sometimes pose a challenge for the MNEs. Cultura
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challengesin the transfer of HR policies are rarely attributable to content and more

often to the cultural values of the people involved in the transfer itself.

Conver gence ver sus diver gence. Relating the findings to the discussion of
convergence versus divergence (Section 2.5.2), the findings confirm the literature
that macro-level variables, policies, global strategies and principles seem to converge
(Adler, Doktor & Redding 1986), the ‘five principles of HR of Case M” being one
example, while practices continue to be shaped by the local, national circumstances
and as such may even diverge between countries (Chew & Horwitz 2004; Pauly &
Reich 1997; Rowley & Benson 2002). The interface between converging policies
and diverging practicesisthe local HR director whose role consequently growsin
importance. By establishing regional platforms and exchange of practices between
the local subsidiaries, a blend towards crossvergence (McGaughey & DeCieri 1999)
can take place on a process level, such asin the case of compensation across Asia
(Herkenhoff 2000). The regional platforms, exchange of practices and the helping of
new subsidiaries by othersthat are afew yearsold, create an ‘AsiaHR’ community
and spirit in al three MNEs, which fosters the development of an Asian way of
processing reports, or integrating line management in HR reporting, for example.
Rather than seeing a devel opment towards atruly global company, where resources
and practices are shared globally, an intermediate step towards the Asian company,
where resources and practices are shared in the region, takes place. At thispointitis
too early to tell if that development will prove a positive first step or an obstacle on
the road towards the global or transnational company (Adler 2001; Bartlett &
Ghoshal 1998).

Difference between Germany and subsidiary, or host, countries. Even though
there are recognised differences between Singapore, Thailand and Indonesia, the
findings confirm that compared to Germany, the three countries can be clustered as
the Asian cluster (Ronen & Shenkar 1985), with Singapore being somewhat
distanced from Thailand and Indonesia and closer to the German, that is, Western
culture. The results of this study can be subjected to further analysis using the
frameworks about national culturesin the literature (Chapter 2, tables 2.4.4 and
2.4.5). Specifically, applying the criteria of the models of Hofstede (1997) and
Trompenaars (1993) can help to understand the observed behaviour better. For
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example, alow power distance and extensive use of technology in Germany lead to a
regional communication platform designed by HQ and the expectation from HQ that
regional HR directors, regardless of rank and seniority, will contribute knowledge.
German respondents, high on individualism, call for contribution from the
subsidiaries in the form of best practice, assuming that participants would like to
show their individual achievements. Asian respondents on the other hand, high on
power distance and low on individualism, need a more socia network and prefer
collective practice discussions, rather than individual best practice listings. One can
generalise from that example on two levels and on the first level two conclusions can
be drawn. These arefirgt, it is positive that HQ takes the initiative and creates
platforms for the individual country HR directors to create a network, because
eventually it will help the MNE to have less isolated subsidiary HR systems (Bartlett
& Ghoshal 1998; Poedenphant 2002). Second, however, the impact could be much
more significant and faster if HQ paid more attention to analysing cultural
differences, and were to design systems and processes accordingly (Adler 2001,
Dowling, Schuler & Welch 1999; Evans, Pucik & Barsoux 2002). Such adapted
systems need neither be more complex nor more expensive. For example, changing
the approach or concepts from best practice to good practice or encouraging group
input over individua input are no-cost adaptations that would make a system more
readily accepted. On the second level of generalisation from the example, the MNEs
under study could map cultural distances and differences between HQ and
subsidiaries, when designing policies or platformsin HQ to be applied in the
subsidiaries. A further implementation strategy would be to have such designs
developed and tested by international teams (Adler 2001).

The findings are somewhat inconclusive with respect to the question whether
Germany is part of a Western cultural cluster, or whether it is distinctly different
from the US, that is, the Anglo-Saxon culture (Ronen & Shenkar 1985). While the
previous discussion of research issue 1, ‘|HRM approach’, finds significant
differencesin the ways of US versus German MNES operating in Singapore,
Thailand and Indonesia, the questions aiming at cultural differences directly, mostly
understood and answered on alevel referring to individuals, find little differentiation
among the respondents between German and ‘ other western’ cultures. Germans are

found to be as Western as Americans, yet operate their respective companies
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differently. One possible explanation can be the inverse of why it is possible to
cluster the Asian countries together when comparing to Germany; the cultural
distance between the Asian countries on the one hand and Germany and the US on
the other hand is so large from the Asian perspective, that differences between
Germany and the US seem small in comparison (Nankervis, Compton & Baird
2002).

Differ ence between subsidiary countries. Whileit is possible to cluster the three
countries under study in comparison to Germany, there are still significant
differences among the three countries cultural and legal norms. These differences
are based on history, religion and geography, confirming the literature (Hofstede
1997; Rowley & Lewis 1996) that national differences outweigh industry or
organisational issues. The researcher is afounding member of the HR chapter of the
German Business Association in Singapore. All represented German MNEs in that
association share the view that, because of the legal and cultural differences between
countries, alocal HR manager is essential in each country, which in turn means that
for the issue of internationalisation over and above the local issues, legal differences
do not play asignificant role, again confirming the point that the local HR director is
the key in translating HQ policiesinto subsidiary practices.

L ocal versus expatriate HR manager. The findings confirm the literature, namely
that a common trend at a certain stage of internationalisation isto have an expatriate
CEO and aloca HR director (Chew & Horwitz 2004; Dowling, Schuler, Welch
1999). The expatriate CEO is selected for his business experience and proximity to
HQ, and the local HR director is selected because of hisor her familiarity with the
subsidiary country’ s language, culture and legal environment (Dowling, Schuler,
Welch 1999). The next expected step of internationalisation would be that of a ‘truly’
multinational company, that is, an expected decrease in expatriate managers and then
towards aglobal or transnational company an increase in expatriates from various
different countries including, but not limited to, expatriates to and from Germany, the
HQ location (Briscoe 1995).

It isargued here that the role of thelocal HR director becomes increasingly

important for the German MNES under study, given their philosophy of first, having
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the local HR director adapt policies from HQ, second, taking on more HR issuesin
HQ with arising interest in influencing the businessin Asia, and finally, expecting
the local HR director to contribute to regional knowledge sharing and giving
feedback to HQ. In other words, the German MNES under study continuously expand
the role and responsibilities of the local HR director, without at this stage visibly
upgrading the quality or international experience of these local HR directors.
Therefore the MNEs under study should focus on the international qualifications of
the local HR director, a postulate supported in the literature on IHRM (Adler 2001,
Dowling, Schuler & Welch 1999; Nankervis, Compton & Baird 2002).

Cultural awareness of HQ staff. One of the findingsis the perception among the
respondents that Singapore, Thailand and Indonesia are * different’, yet thereislittle
actual knowledge or attempt at cross-cultural research among the German and other
managersin this study and they believe that knowledge of differences between the
countriesis professionally unimportant for international HR in a German MNE. This
isin stark contrast to the IHRM literature on training and development efforts (Black
& Mendenhall 1991), where intercultural sensitivity is considered to be not only
useful but essential to be successful as an individual, and for the MNE. While such a
lack of insight into the impact and importance of cultural differencesistypical of
companies in the early phases of internationalisation (Briscoe 1995), it confirms
again that in the studied MNEs IHRM lags behind the business development, rather
than being adriver of competitive advantage (Dowling, Schuler & Welch 1999;
Nankervis, Compton & Baird 2002).

Amongst others, Adler (2001) and Nankervis, Compton and Baird (2002) report an
almost common lack of international experience at MNEs HQ. The literature
established that managers of global companies need more international experience to
be more internationally, that is, culturally, versatile (Adler 2001; Bartlett, Ghoshal
1998; Briscoe 1995). The findings of this study confirm both the lack of cultural
sengitivity at HQ and the need to address this lack by having more internationally
experienced staff in HQ. Strategies employed varied among the main cases between
hiring new staff with international experience and sending their own staff abroad to
gain the required experience. In addition to the literature' s preoccupation with top
managers (Adler 2001; Bartlett & Ghoshal 1998), this study argues that the middle
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management concerned with international coordination at HQ needsto have
international experience. Sending own staff abroad is preferable to buying experience
on the market for two reasons. First, it offers a perspective to the current staff, thus
increasing motivation and second, in addition to the cultural experience of the
individual for future work at HQ, there is abeneficial learning effect for the
subsidiary as awhole. The same argument holds for sending subsidiary staff to HQ,
offering again alearning experience for HQ and a future benefit for the subsidiary. In
other words, exchanging staff between HQ and subsidiary has along term benefit for
all partiesinvolved and should be a priority for the MNES despite difficulties such as
language skill or cost (Adler 2001; Dowling, Schuler, Welch 1999). Next, the
conclusions on research issue 3, ‘innovation and trust’, are discussed.

5.2.3 Conclusionson Research Issue 3: ‘Innovation and Trust’

This section discusses the findings of this study with respect to research issue 3 and

compares them to the existing literature. The research issue investigates.

RI 3: Is there a climate of innovation and trust between HQ and subsidiary in
general that facilitates organisational change?

Summary of findings. Data are gathered on cooperation between HQ and subsidiary
in areas other than HR and specifically on HQ initiatives and programs and their

value to the subsidiaries. Furthermore, respondents are asked about frequency of, and
their opinion on, job rotation between HQ and subsidiary, and aso to what extent the

climate in the MNE could be described as innovative and trusting.

The three researched MNES choose a different approach to become more global and
integrate their subsidiariesin Singapore, Thailand and Indonesia. While Case E relies
on a company-wide initiative of streamlining, Case M believesin individual actions
and specific projects. Job rotation, other than expatriates from HQ managing the
subsidiaries, isregarded as important and still underdeveloped, with two out of three
cases designing a process to increase international job rotation. The relationship

between HQ and subsidiaries is perceived as very trusting in Case C, lessso in Case
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M and only neutral in Case E. The relationship between HQ and subsidiariesis seen

asvery innovativein Case M, less so in Case E and only neutral in Case C.

Relational context. Relations on an individual level, for example whether an
individual regards himself or herself to be working in atrustworthy, benevolent
organisation are found to influence transfer procedures and success (K ostova 1999;
O'Reilly & Chatman 1986; Szulanski 1996). The findings confirm the literature.
Comparison across cases shows that Case C is more trusting and relies less on checks
and controls, while Case E, lower on trust, has or needs more procedures and still
achieves |ess cooperation between HQ and subsidiaries on HR issues. This finding
suggests that both theory and practice can benefit greatly by focusing more on
attitudinal relationships, again reinforcing the literature (Kostova 1999). It is
acknowledged in the literature and in this study that cooperation between HQ and
subsidiariesis of paramount importance to successful business and that thereis no
one best way to manage growth, tradition and local customer focus among other
things (Bartlett & Ghoshal 1998). Y et the findings in this study suggest that process

and structure should not come before trust in the hierarchy of management.

Job rotation between HQ and subsidiary. There is almost unanimous agreement
that job rotation in MNESs across bordersis beneficial, though costly, for the
organisation as awhole (Adler 2001; Bartlett & Ghoshal 1998; Briscoe 1995;
Dowling, Schuler & Welch 1999) and that job rotation is the preferred way of
knowledge transfer (Poedenphant 2002). The findings of this study are ambiguous;
the MNEs under study are aware of the importance of international job rotation,
indeed are designing processes towards having more international job rotation, yet
have so far not achieved much in this respect, over and above transferring HQ
expatriates to subsidiaries and sending local employeesto HQ for training. Having
such an ethnocentric job rotation practice is an acknowledged way of doing business
inacompany intheinitial stages of multinational enterprise, as opposed to a global
enterprise (Bartlett & Ghoshal 1989, 1992; Briscoe 1995; Rugman & Hodgetts
2000). While this practice can produce solid results over an extended period of time
(Adler 2001), companies that adhere to an ethnocentric approach while expanding
their business globally are not making use of their best talent and are losing one
competitive edge that others exploit (Adler 2001; Briscoe 1995; Evans, Pucik &
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Barsoux 2002). Bartlett and Ghoshal (1998, preface) quote one manager describing
this practice as ‘trying to implement third-generation strategies through second-
generation organisations run by first-generation managers'. In other words, job
rotation and international assignments are essential to be at the forefront of
international business. It isastrong indication of IHRM not being at the forefront of
management’ s thinking in the three MNEs under study, that none of the 9 studied
subsidiaries had an HR director with international experience. Neither had any of the
HR directors been to HQ for an extended period of training. In conjunction with the
finding of German MNEs placing more importance than US MNEs on the local HR
director to translate universal policiesinto local practices, the findings expose

problemsin the MNES' practice of job rotation.

Perceived level of innovation and trust. The discussion of implications at this point
focuses on the relationship aspect between HQ and subsidiaries, whereas forms of
control that HQ uses to manage its subsidiaries (Bartlett & Ghoshal 1998; Dowling,
Schuler & Welch 1999) are addressed in the discussion of research issue 5, ‘roles of
HQ people’. The literature on attitudinal relationships emphasi ses the need for
trusting relationships (Kostova 1999), on both individual and organisational levels
for successful transfer of processes and practices. Bartlett and Ghoshal (1989, 1998)
described the need for openness towards learning, change and innovation, as
discussed in Chapter 2. In particular the transfer coalition (Kostova 1999), members
of which are interview partners for this study, needs trust in the approach and
previous positive experience towards change. This study does not find a case where
perceived trust and innovation strongly coincide; neither do the findings rate one
MNE'’ s approach as more successful than the other. Therefore the findings are
ambiguous on trust and innovation. In the three MNES under study, trust and
innovation, as indicated by the relationship between HQ and subsidiaries of Cases M
and C, are not strongly related. Next, the conclusions on research issue 4, ‘ need for
adaptation’, are discussed.
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5.2.4 Conclusions on Resear ch Issue 4: ‘Need for Adaptation’

This section discusses the findings of this study with respect to research issue 4 and
compares them to the existing literature. The research issue investigates:

RI 4. How do specific policies and practices, for example compensation, need to
change, given the MNE' s approach and the established country
differences?

Summary of findings. Data are gathered on HR issues that needed adaptation to fit
the subsidiary and specifically why this adaptation should occur. Another question
addresses whether a subsidiary feels unique in comparison to others and to what
extent HR issues ought to be standardised globally in the MNE.

The expectation from HQ is that the subsidiaries adapt HR standards that are passed
on from HQ in the form of policies, principles and guidelines and translate them into
practices, or state clearly where no practices can be derived from the policies. The
possibility of this very expectation being culturally biased is acknowledged, yet the
need for clear communication is regarded as overriding such aconcern. Thereisa
shared understanding that company values and principles are to be applied, and that
the form of actual implementation of rules or processes, for example for variable
compensation, rests to alarge extent with the subsidiary. That is, HQ and
subsidiaries agree that almost all practices need to be adapted individualy.
Furthermore, the subsidiaries regard themselves as unique in their MNE because of
general national differences, not because of hard business reasons such as market
size or the legal situation. Where HQ sees a need, not only to set aprinciple, but to
define the practice down to the detail of the language used and the date of review for
example, there isafeeling in the subsidiaries that the German HQ system cannot be
applied and needs to be modified. In short, general company policies and principles
are welcome, whereas the possibility of adapting the processlocaly isregarded asa

necessary right in the subsidiaries.

Which HR issuesto adapt and why. The findings support the previous discussion
that on a practice level amost all HR issues seem local (Herkenhoff 2000;
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Nankervis, Compton & Baird 2002). The subsidiaries claim and reserve theright to
adapt any policy and guideline to their local needs. This assertion has as much to do
with real differences between the countries as with the power dynamicsin the MNEs
(Kostova 1999; Szulanski 1996). For example, in one case the opinion whether a
specific practice of variable income payout should be adapted locally or be
universally applied, a difference of opinion between HR director and CEO emerges.
Further investigation brings to light that while adaptation is positive and a sign of
independence for the HR director, the CEO, the only non German CEO in the
sample, has the underlying belief that adaptation of thisissue is equal to denying his
subsidiary the same rights as the employees in HQ have. Thus, differences of opinion
exist when it comes to defining in detail whether the adaptation of a practiceisasign
of independence and power, or whether it is a disguised attempt to create amultiple
class system of employees, whereby the HQ employees would get a benefit that the
subsidiary does not get. This finding again reinforces the need for trust in the
relationship between HQ and subsidiary on an individual level (Kostova 1999).

HR issues standar dised globally. The opposite of the question which issues are to
be adapted locally, is which issues should be standardised globally. Section 2.6.4
discusses levels of HR, such as policy, guideline, process and practice, and the
discussion until this point establishes the consensus among the investigated MNEs
that policies and guidelines should be standardised, while processes and practices
need to be locally adapted. The findings confirm the literature (Briscoe 1995;
Nankervis, Compton & Baird 2002) by way of verbal commitment of the involved
people to this hierarchy of levels. In day to day operations, however, this study finds
agrey zone of various interpretations of exactly what constitutes a policy, a
guideline, aprocess or a practice. This grey zone leads to differences of opinion
regarding whether a certain issue needs to be adapted because it constitutes a
practice, or needs to be standardised because it constitutes a guideline. Of course, the
balance of power between HQ and subsidiariesis directly affected when designing
systems with the aim of standardisation (Bartlett & Ghoshal 1998; K ostova 1999).
One example isthe increased concern of the three MNES to manage international
talents. While HQ insists on standardisation, the subsidiaries want to follow local
practice. The main reason for the insistence of HQ on standardisation may be the

trend towards looking at the talent pool on aglobal basis, rather than a purely
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national one, which requires the MNEs to develop some standards to have a common
language on competency and leadership capabilities (Brodbeck, Frese & Javidan
2002; Schuler, Dowling & De Cieri 1993). Indeed, if the transnational or global
company is the next step of development, then staffing procedures need to change
from ethnocentric and relationship driven, towards geocentric driven by objective
criteria (Bartlett & Ghoshal 1998; Briscoe 1995; Dowling, Schuler & Welch 1999;
Schuler, Budhwar & Florkowski 2002). Hence a need for standardisation of the
talent management globally isin line with the literature and current thinking. The
subsidiaries, however, regard this drive towards standardisation as not necessarily
advantageous for themselves, especialy if they fedl thisis abureaucratic exercise or
worse, an attempt to steal their talented staff (Adler 2001). It is now the task of HQ
and senior management to make the subsidiaries accept standardised talent
management as an opportunity rather than athreat. To achieve this, outstanding
talent management examples as pilot cases are required, rather than HQ directives,
which is yet another example of the importance of the relationship between HQ and

subsidiaries being based on trust and innovation.

Referring to the challenges that arise when local systems are too strongly influenced
by HQ views, Herkenhoff (2000) quotes Dostoevsky:

" Reforms when the ground has not been prepared for them, especially

if they are institutions copied from abroad, do nothing but mischief."

In the three MNES under study the ‘ preparation of the ground’ is carried out by and
through the HR director, whose key role in the transfer processis highlighted once

more.

Per ceived uniqueness of subsidiary. National culture and history are found to be
stronger factors for differentiation between subsidiaries than business factors. This
not only confirms the literature on cultural differences (Hofstede 1997; Herkenhoff
2000), it also supports, by way of not mentioning business factors, the notion that HR
policies to be transferred need not be differentiated between the countries under

study, given that subsidiary sizeis comparable, and that local trandlation into practice
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isto be carried out by the subsidiaries themselves, based on cultural and legal
differences in each country. Next, the conclusions on research issue 5, ‘roles of HQ

people’, are discussed.

5.2.5 Conclusions on Research Issue 5: ‘Roles of HQ People’

This section discusses the findings of this study with respect to research issue 5 and

compares them to the existing literature. The research issue investigates.

RI 5: What are the roles of HQ people and subsidiary staff in the transfer

process?

Summary of findings. The respondents are asked to give examples of HQ people
assigned to their subsidiary, by region or issue and specifically if these people are
perceived as helpful or controlling, and if they took the subsidiary concern into
account. Another question asks more generally how the subsidiary ensures a
feedback processto HQ.

The findings indicate that HQ staff with global or regional HR responsibilities are
perceived as helpful, rather than controlling or threatening. However, the HQ staff
are seen as not very effective, basically lacking the skill to adapt to local ways of
doing things, with one case also focusing on selecting new staff in the subsidiaries
based on their readiness to accept Western ways. The CEOs of the subsidiaries have
arolein giving feedback to HQ on HR matters. Thisrole is due both to their position

and their extensive network and cultural fit in HQ.

Form of control. MNEs have a need to control and coordinate their subsidiaries
either formally, that is through reporting systems and targets, or informally through
relationships or the bonds of corporate culture (Bartlett & Ghosha 1998; Dowling,
Schuler & Welch 1999). With both forms of control, more so with the informal
control, trust between the parties involved is a key element (Bartlett & Ghoshal
1998). The MNEs under study chose a more formal approach to control and

coordination in finance and business planning, and a more informal approach in HR
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matters. Differences between the three MNEs exist, that is Case E generally has a
more formal approach and Case C amore informal approach to HR matters. The
informal approach to control and coordination is most likely the best choice with
respect to HR matters, because HR is viewed as a soft issue and as being of
secondary importance with respect to business target achievement (Dowling, Schuler
& Welch 1999; Evans, Pucik & Barsoux 2002). For the informal control and
coordination to work effectively, strong interpersonal relationships and managers
with international experience are essential. A regional approach with an outpost of
HQ to form aregional HR competence centre, as in Case E, increases the possibility
of forming interpersonal relationships, also of forming aregional cluster that
combines its weight when interacting with HQ, as well as providing opportunities for
HQ staff to gain international experience when transferred to the regional

competence centre.

HQ staff assigned to subsidiary, helpful versus controlling. Being helpful rather
than controlling, that is following an informal approach, is generally regarded as
positive. However, assigning specialists in specific HR issues with global
responsibility, such as a compensation specialist or atraining specialist, as occursin
all three cases, undermines the opportunity of the assigned specialist to develop
personal relationships or a deep understanding, of a country or region (Adler 2001;
Dowling, Schuler & Welch 1999). Consequently, the assigned HQ specidist is
regarded as not very effective, which suggests that the informal control mechanism
does not work well and renders the HR HQ staff assigned to the subsidiary virtually
powerless and without impact. Rather than having topic specialists with a global
scope, the informal approach callsfor regional partnersin HQ who can thenin turn
get their expertise from HQ specialists, if needed (Dowling, Schuler & Welch 1999;
Evans, Pucik & Barsoux 2002). The findings reveal alack on the part of the three
MNESs to ensure international experience, for both the HR staff in the subsidiaries,
and the HQ HR staff assigned to the subsidiary. Furthermore, the regional partnersin
HQ are working in parallel to the global specialists, adding to confusion rather than
clarity in al three MNEs.

Feedback from subsidiary to HQ. Bartlett and Ghoshal (1992) define the

‘transnational’ manager as a manager who iswell versed in many languages and
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cultures and with an ability to transcend national culture. While this study finds no
such individual, it emerges quite clearly that the CEOs and CFOs of the MNES
subsidiaries have working experience from many countries, as well as a strong
network in the HQ, and therefore they form the backbone of the formal and informal
feedback routes from subsidiaries to HQ and vice versa. Both the HQ staff assigned
to the subsidiaries and the subsidiaries’ HR directors lack the international
experience and the network in the MNE, which unnecessarily inflates the role of the
CEO in the feedback process. This finding confirms the literature which states that
personal relationships and international experience are critical in international
business (Bartlett & Ghoshal 1998; Evans, Pucik & Barsoux 2002). It also highlights
again that the MNEs under study need to increase the HQ network and international
experience of their HR directors, to have amore direct feedback route of HR issues

from the subsidiaries to HQ.

Corporate language. The business language of most MNESs at least on an
international level is English, and often language training is not considered vital for
international business (Adler 2001). However, it is often the lack of language skill
that makes true exchanges between HQ and subsidiaries difficult (Evans, Pucik &
Barsoux 2002; Marschan, Welch & Welch 1997). None of the interviewed peoplein
this study are native English speakers, and for many Asians and Germans,
conversing in English isan additional challenge. None of the HR directors of the
subsidiaries are fluent in German, which keeps them effectively out of the inner
circle of communication, again unnecessarily inflating the role of the CEO asthe
messenger to HQ. In situations where trust is required and an informal form of
control is exercised, athorough knowledge of the ‘insider’ language of a company is
particularly necessary. The MNES under study have a disadvantage against US
companies, where English language skills are by definition not a problem in HQ.
Overcoming this deficit and ensuring that HQ staff have more than aworking level
of English would be afirst step towards deeper communication between subsidiaries
and HQ.

This section discusses the conclusions on research issue 5, ‘roles of people’ and ends
the discussion of the conclusions along the lines of the five research issues of this
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study. Next, the conclusions on the propositions formulated in Chapter 2 are
discussed.

5.2.6 Conclusions on propositions

Chapter 2, literature review, establishes four propositions that are used to formulate
the research issues of this study. While the indirect disconfirmation of proposition 1
isdiscussed in Section 5.2.1, this section discusses the confirmation or

disconfirmation of propositions 2-4 from the findings of this study.

The findings of this study are inconclusive with respect to proposition 2, which
states that the success of transfer of a practice from a parent company to a subsidiary
is positively associated with the degree to which the unit's organisational cultureis
generally supportive of learning, change, and innovation. While Case M has a higher
self perception of innovation than Cases E and C, the differencesin both
organisational openness towards change, and transfer success are not distinct enough

to either confirm or disconfirm proposition 2.

The findings of this study indirectly confirm proposition 3, which states that the
success of transfer of a practice from a parent company to asubsidiary is positively
associated with the degree of compatibility between the values implied by the
practice and the values underlying that unit's organisational culture. One of the main
findings in this study is that the German MNEs under study do not transfer HR
practices; rather, because of underlying value differences, these MNESs transfer
policies and leave the trandation into practices to the local HR director. In other
words, underlying value differences stemming from legal, societal or cultural

differences are considered significant enough to avoid direct transfer of practice.

The findings of this study confirm proposition 4, which states that the success of
transfer is positively associated with the identity of the transfer coalition with the
parent company. In one MNE, Case M, the same HQ approach and policies are
perceived as well-meaning in the subsidiaries in Thailand and Indonesia, and as

malevolent and restrictive in the subsidiary in Singapore, with the only observable

159



difference between them being the general belief among the subsidiaries CEOsin
the good intentions of HQ. Next, the conclusions on the research question are
discussed.

5.3 Conclusions on the resear ch question

Based on the discussion of the five research issuesin sections 5.2.1-5.2.5, this

section proposes an answer to the research question:

How do German multinational companies transfer human resource

policies and practices to and from their subsidiariesin South East Asia?

The literature review of Chapter 2 finds atwo-fold gap in the literature concerning
international transfer of HR policiesin MNEs. First, a general lack of description and
practical insight keep the discussion on an abstract level. Second, the literature
addresses issues mainly from the Anglo-Saxon perspective, leaving agap in
understanding of how other HQ countries, in this case German MNEs, organise their

transfer of HR policies and practices.

The findings establish that the German MNESs under study do indeed transfer HR
policies and guidelines with a universal, high level and culture free content and
expect the local HR organisation, namely the local HR director, to translate these
policies and guidelinesinto practices. In cases where an attempt is made to transfer a
practice directly, resistance is met from the subsidiaries. In other words, the studied
MNESs do not transfer HR practices per se. As a consequence of such an approach the
discussion of implementation versus internalisation becomes purely local in the
subsidiaries, again depending on how the local HR director implements the practice
that he or she derives from the transferred policy. This aready considerable
responsibility of the local HR director is continually augmented by the MNEs,
through the creation of regional platforms and feedback routes to HQ, expecting the
local HR director to contribute actively to HR development of the MNE outside his
or her own country. However, the reality of the qualifications and experience of the

local HR directors does not enable them to fulfil their expected role, which is
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presumably why the efficiency of HR transfer in the studied German MNES s not
perceived as being as high as the efficiency of US MNESs who do not rely to such a
degree on the local HR director. Thus, the transfer coalition as defined in Section
2.6.2, consisting of HQ, CEO and HR director has its weakest linksin the HR
director and the lack of cultural awareness of HQ. Sensing the inefficiency of their
respective approaches, the three MNES employ various strategies to enhance the
transfer process. First, Case E has aregional competence centre with one face to the
local HR directors as an interface to HQ, and a mentor if necessary to enhance the
experience of the existing local HR directors. Second, Case M is upgrading its local
HR directors by selecting strong personalities and giving them additional ‘weight’ in
the company. Third, Case C is upgrading its local HR directors by selecting
academically qualified HR professionals. Cases M and C consequently have a higher
turnover of local HR directors than Case E. All three MNEs have installed a HQ

person to be the * Asia partner of HR’, thus assigning aface to HQ HR.

With respect to the stages of internationalisation (Bartlett & Ghoshal 1998; Briscoe
1995), the studied German MNEs are found to be lagging rather than leading in
implementing organisational changes, on the way from an export driven German
company towards a transnational or global company (Bartlett & Ghoshal 1998). The
ethnocentric staffing approach of line management, the exportive IHRM approach
and the lack of international experience in both HQ and subsidiary HR directors
more closaly fit the description of having an international division than being truly
multinational. While initiatives and programs are being designed to have more job
rotation and consequently more internationally experienced managers, there are no
results at the time of study. In other words, on the path from ethnocentric staffing, to
polycentric and then finally geocentric staffing, the studied MNEs are taking their
first stepsonly. That is, the MNEs under study, HQ and subsidiaries, do not use and
apply the knowledge in the field of international human resources and are as a
consequence not as effective as they could be in consciously managing policies,

practices and processes.

In brief, this study answers the research question by giving a comprehensive
description of the transfer of HR policies of the studied MNEs. Next, the

implications for theory are discussed.
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5.4 Implicationsfor theory

Chapter 2, literature review, establishes that several conceptual models seek to
describe and predict how MNEs might conduct IHRM on an abstract level from a
strategic perspective and from an Anglo-Saxon point of view (Adler & Ghadar 1990;
Evans & Lorange 1989; Milliman, Von Glinow & Nathan 1991; Schuler, Budhwar &
Florkowski 2002; Schuler, Dowling & De Cieri 1993; Taylor, Beechler & Napier
1996; Welch 1994). The analysis, or even the mere description of the
implementation, is found to be still initsinfancy (Briscoe 1995; Chew & Horwitz
2004; Napier & Vu 1998; Janssens 2001). This study aims at closing this gap by
adding an analysis and description of the IHRM approaches of the studied German
MNEs. The findings from this study are presented in the context of the five research
issues and the research question. Academic research that is beneficial and relevant
for academia and for practitionersis desired, yet is not the norm (Rynes, Bartunek &
Daft 2001). This study’s main contribution lies in offering recommendations for

managerial practice as discussed in the Section 5.5.

The main contribution to theory of this study, over and above adding a description of
the transfer from German MNESs to subsidiaries in Singapore, Thailand and
Indonesia, thus extending or adding to the existing literature, isin the field of
international human resource management. Specifically, current theory devel opment
relating to international transfer of HR policies and practices focuses on cultural and
national differences of the countries in question (Adler 2001; Dowling, Schuler &
Welch 1999; Schuler, Dowling & De Cieri 1993). This study, however, makes the
transfer process with the pivotal role assigned to the local HR director explicitly
identified, and thus shifts and extends the focus of thisfield of theory. Next, the
contributions of this study are discussed, first in general, then along the lines of the

five research issues.
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5.4.1 Contributions of this study

Three levels of contribution are distinguished, whereby the first, extending previous
research through confirmation, is the largest block of contribution of this study. The

three levels of contribution are:

First, confirmation of theliteratureis considered an extension of previous
research, because this study has extended the research to German MNEs
transferring HR policies and practices to Singapore, Thailand and Indonesia
and has done so in the form of a description and an analysis.

Second, combining aspects of the existing literatur e of various disciplines
and applying them to the field of HR. The addition of a new perspectiveis
considered an addition to knowledge, because HR literature has mainly been
isolated from other fields (Clark, Grant & Heijltjes 2000).

Third, contributions based on the findings, either not researched before or
disconfirming the literature are the new contributions to the body of
knowledge.

163



Table5.4.1: Summary of the research conclusions and contribution to
knowledge

Conclusions based on data analysis

Knowledge
contribution

IHRM approach not strategic, but varying by
issue

New

;; ;'r TRV Cultural distance between HQ and subsiciary | Addition
not a predictor of transfer success.
Link of Knowledge Management to HR field | Addition
Exportive approach welcomed by subsidiaries | Addition
Significant importance of local HR director New
R12: Cultural Cultural differences of transfer coaition more | New
differences significant than national differences for
transfer
Crossvergence on aregional platform level Extension
RI3: Significance of attitudinal relationships Extension
I nnovation Discrepancy between theory and practice in Addition
and trust job rotation
R14: Need for Link of power dynamics to strategy Addition
adaptation
RI5: Roles of Informal control mode and HQ organisation | Addition
HQ people are incompatible
Overall Confirmation of issues extended to German | Extension

MNEs

(Source: Developed for this study)

RI 1 Contribution. Additions to the body of knowledge are the differentiation of the

total IHRM approach by issues, and linking knowledge management literature to

IHRM. The findings disconfirm the literature insofar as cultural proximity between

HQ and subsidiariesis not found to be specifically related to transfer success.

Furthermore, the findings disconfirm the assumption in the literature that an

exportive IHRM approach could be viewed as negative. The IHRM approach of
Cases E, M and Cisfound to be different from the literature on Anglo-Saxon MNEs,

thus justifying the research on German MNEs.

RI 2 Contribution. Additions to the body of knowledge are the differentiation of

cultural differences with respect to the content of a policy or practice, versusthe

cultural differences of the people involved in the transfer itself, with the latter being

more important. Convergence is confirmed on a policy level with crossvergence

taking place on a process level viaregional platforms. The growing role of the
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subsidiary HR director as a cultural translator and regional team player isfound to be

akey element in the transfer process.

Rl 3 Contribution. Additions to the body of knowledge are the highlighting of the
importance of attitudinal relationships to the transfer process. Furthermore, the
discrepancy between the theoretical emphasis on job rotation and its level of

implementation are described.

RI 4 Contribution. Additions to the body of knowledge are the blending of strategic
reasoning and power dynamics with respect to local adaptation, in addition to global
standardisation of HR policies.

RI 5 Contribution. Additions to the body of knowledge are the description of the
control approaches of HR and the finding that organisation according to topic in HQ
is counterproductive to the chosen control and coordination approach. Furthermore,
the findings confirm the notion that language skill isimportant.

In brief, this study contributes to the fields of international human resource
management by extending the boundaries of the existing literature. Having discussed
the implications for theory, the implications for manageria practice are discussed

next.

5.5 Implicationsfor Managerial Practice

The nature and intention of this study, in addition to contributing to theory, isto gain
insights that are of practical relevance for managers designing their international HR
in aGerman MNE. The transfer of HR policies and practices from German MNESto
their subsidiaries receives little attention in the literature, and the available models
and frameworks, as discussed in Chapter 2, are often more helpful for academics
than for practitioners. This section therefore discusses the findings of this study from
apractical perspective and offers recommendations that practitionersin MNES might
consider within their international HR, and the dealings with their subsidiaries, to

enhance the quality of the transfer process in their MNEs.
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The main finding is that the studied German MNEs attempt a high level transfer of
HR policies, expecting the local HR director to adapt these policies, trand ate them
into practices, and give qualified high level input and feedback to the German HQ.
These attempts are only moderately successful because the HR directors cannot live
up to these high expectations. The recommendations for practice are two-fold; on the
one hand there are recommendations regarding how to make the task of the HR
director easier, and on the other hand there are recommendations regarding how to
enable HR directorsto better fulfil their roles. Where appropriate, the
recommendations are divided into short term and long term recommendations.

Five key factor s for successful transfer of HR policies of these MNEs in their
current phase of internationalisation are drawn from the findings and they form the
basis for the short term and long term recommendations (Rec. short term; Rec. long
term). These five key success factors are now discussed.

Successfactor 1.  International experience of local HR director

Explanation: Asthe key figurein the transfer process, the local HR director
needs to deal effectively with the HQ staff, the foreign CEO and
the colleagues from other countries. It is desirable that the local
HR director have international experience from working and
living abroad.

Rec. short term: Encourage participation of local HR director in international
training, short cross border projects, language training.

Rec. long term: Recruit people with international experience, transfer potential

successors abroad.

Successfactor 2:  International experience of HQ HR staff

Explanation: HQ staff needs to have the experience of ‘the other side’ to be a
valuable partner to the subsidiary. The necessary experience, in
addition to subject expertise, includes cultural sensitivity and a
keen sense for the daily business challenges in the subsidiaries.

Rec. short term: Encourage participation of HQ staff in international training,

short cross border projects, language training.
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Rec. long term:

Success factor 3:

Explanation:

Rec. short term:

Rec. long term:

Success factor 4:

Explanation:

Recommendation:

Recruit people with international experience, transfer potential

successors abroad.

Practice manuals, clear guidance

The interviewed HR directors find it hard to receive generic
policies and then tranglate these into practices which they must
then justify to management. They would rather have clear
practice manuals and directives, with the freedom to deviate if
appropriate. As a simple example consider a policy that says
‘performance review is mandatory’ versus a manual that says ‘in
April each year every employee gets to speak face to face with
his or her manager about past performance and expected future
performance’.

Be more specific in the policies and highlight practice examples
from other countries. If there is a choice, give a preferred or
default option. If room is|eft for deviation and other options,
thisis not equivalent to imposing a practice, which would be
inappropriate and met with resistance.

Create a company specific, possibly regional, practice manual
for HR, very ‘down to earth’. The regional platforms and above
recommended job rotations can help to create this. For MNEs
with both large and small subsidiaries there should be abasic
manual, and for bigger and more mature subsidiaries a more
sophisticated manual is recommended.

Establish feedback routesto HQ other than the CEO

Using the CEO as a feedback route to HQ for HR mattersisa
‘short term fix’ that prevents the long term solution of having a
more versatile and internationally functioning HR, both in HQ
and in the subsidiaries.

Encourage at least one annual trip for the local HR director to
HQ, aswell as meetings between HQ staff and local HR staff,
possibly at company HR conferences. Have one local HR

director represent Asiato HQ as aregional spokesperson.
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Success factor 5:

Explanation:

Rec. short term:

Rec. long term:

Organisation by region, not by issue (mentor)

In the studied subsidiaries the personal familiarity between the
HR partners and their long term relationship is far more
important than the detailed expertise of a global expert. Cultural
barriers are reduced and a more direct communication is
possible if responsibilitiesin HQ are organised by region rather
than issue. If every country has ‘their’ HR generalistinHQ asa
partner, there will not only be fewer misunderstandings but also
the HQ tendencies to have very theoretical, or Germany specific,
policies will decrease.

Assign a mentor for each country who takes the role of interface
and tranglator towards HQ. Have the mentor for the region
placed in the region rather than in HQ.

Organise HQ international HR by region rather than topic, using
more generalists rather than expert people as partners for the

region.

Figure 5.5.1 gives a graphic and comprehensive overview of the five identified key

success factors that are drawn from the findings and discussed above.
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Figure5.5.1: Key successfactorsfor successful transfer of HR policies

International
experience of local

HR director
International Practice manuals
. Key success )
experience of HQ HR )f/actors clear guidance
staff
for successful
transfer
of HR policies
Organisation by Establish feedback
region, not by routes to HQ other
issue (mentor) than CEO

(Source: Developed for this study)

L anguage. It is often the lack of language skill that makes true exchanges between
HQ and subsidiaries difficult (Marschan, Welch & Welch 1997). Whileitis
unrealistic to expect local HR directors to be fluent in German, or HQ staff to be
bilingual in German and English, arealistic assessment of language skills and
appropriate training measures can make a difference. Basic German language courses
for local HR directors are recommended, because with a‘feel’ for the language
comes a more profound cultural understanding, an argument that also holds true for
HQ staff learning Asian languages. Furthermore, English skillsin HQ, both oral and
written, need improvement, either through training or practice and, long term, by
making fluent English proficiency a prerequisite for work in HQ.

In short, German MNEs can benefit from applying the above recommendations

based on the findings of this study in their design of transfer of HR policies and
practices. Next, limitations of the study are discussed.
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5.6 Limitations

Section 1.7 outlines magjor delimitations of the research. This study investigates the
transfer of human resource policies and practices by three German multinational
companies, active in the electrical, mechanical, and chemical industries respectively,
to and from their subsidiaries in Singapore, Thailand and Indonesia. As such the
findings from this study are only valid for these three MNES in the respective

countries and industries.

The chief limitations in this study relate to the research methodology (Yin 2003), as
discussed in Chapter 3. This study is an exploratory case study with alimited sample
size, involving 3 main cases with 12 embedded cases. Therefore, the findings cannot
be generalised beyond the context of this study. As an exploratory study, the goal of
this study effort isto seek greater understanding that could lead to building a

foundation for more extensive research in the future.

Furthermore, when interviewing people about their roles a potential biasrisk exists,
as people might try to create a positive, or in case of frustration, negative, image of
their own role or company. Diverse cultural backgrounds and nationalities can
amplify the risk if respondents, consciously or unconsciously, defend their country
‘against’ the others. On the one hand thisis part of the study in the first place, as
exemplified by research issue 2, ‘ cultural differences . On the other hand careis
taken that the interview partners should be at ease with the project and that multiple
views be taken into consideration before aresult is documented. A further way of
dealing with potential biasis using the practice of triangulation of data, as discussed
in Chapter 3.

In brief, this study has certain limitations, and measures are taken to address and

overcome these limitations, to maximise the overall value of the study and its
findings. Next, the implications for the methodology are discussed.
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5.7 Implications for Methodology

This study has methodological implications; the study shows that a multiple case
study within the paradigm of scientific realism can be a credible aternative to the
more frequently found positive-deductive research approaches adopted when
studying international human resource management issues (Dowling, Schuler &
Welch 1999). Within the scope of the case study, rich data are collected from in-
depth interviews with both HR directors and line managers of three MNEs in the HQ
in Germany, aswell asin the subsidiaries in Singapore, Thailand and Indonesia.
Furthermore, triangul ated data are collected from documents, websites and archival
records. The analysis of this data provides a thorough understanding of how the three
studied MNEs transfer HR policies and practices from HQ to their subsidiaries.

The case study research methodology proves to be especially beneficial for the
investigation, allowing open questions which facilitate exploration of the dynamics
of the transfer processes on an individual level with all its subtleties. In brief, the
case study is an appropriate methodology for this kind of qualitative study. Next, the

implications of this study for further research are discussed.

5.8 Further research

Three implications for further research originate from this study. First, replication of
this study is needed to further substantiate the findings of this study. The inclusion of
other industries besides manufacturing, such as finance for example, and increasing

the number of MNEs under study will help to generalise the findings further.

Second, the present study researches the transfer of HR policies and practicesin
German MNEs only. Expanding future studies towards including other European
MNEs, such as French or British companies, would provide an additional
contribution to the existing literature. The same argument can be made for including
more countries than Singapore, Thailand and Indonesia, possibly Chinaand India as
the biggest economies of Asia
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Finally, this study employs the case study methodology, which relies mainly on an
inductive approach to obtain data for analytical, rather than statistical generalisation.
Thus, the focus of the research is analytical generalisation. Given the expected
growth of Asia as an economic region, transfer of HR policies and practices will be
growing in the future. The findings of this study can be tested and gain further
credibility by conducting a quantitative survey, employing statistical methods,
operating in the positivist paradigm.

In brief, this study provides an understanding of the transfer of human resource
policies and practices by German multinational companiesto and from their
subsidiaries in Singapore, Thailand and Indonesia. It is hoped that the findings from

this study may serve as the basis for further research.

5.9 Conclusion

This chapter concludes this study by presenting the findings and implications from
the five research issues compared to the existing literature, with the aim of answering
the research question of how German multinational companies transfer human
resource policies and practices to and from their subsidiaries in South East Asia.
This study contributes towards an answer to this question, and adds new knowledge
with respect to the transfer process of HR policies and practices using the case study

research methodol ogy.

The main finding focuses on the gap between what is expected of the local HR
director of asubsidiary and how well he or she is equipped to fulfil these
expectations. The findings lead to recommendations for practitioners to enhance their
organisations’ effectiveness in managing the transfer process. Furthermore, the
findings may serve future researchers as useful references for expanded studies.
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APPENDIX A: CASE STUDY INTERVIEW PROTOCOL FORHQ IN
GERMANY

Research Project: How do German multinational companies transfer

human resource policies and practices to and from their
subsidiaries in South East Asia?

Country: Germany Date and time:

Name of organisation:

I nterviewee' s name:

Position: Nationality:

Internal code:

Part A

Introduction. Thank you for your time to contribute to this research. Let me briefly

outline my role and how thisinterview is designed to fit in this research.

Purpose of thisresearch. To find out how German multinational companies transfer
human resource policies and practices to and from their subsidiaries in South East

Asia, namely Singapore, Thailand and Indonesia.

Relevance of thisresearch. Thisresearch seeksto close the gap in existing
knowledge about the transfer practices of German MNESs which has practical

implications for management

Personal relevance. My roleisthat of the researcher as a‘Doctor of Business
Administration’ (DBA) candidate. Thisresearch is an essential part of the
requirements for the DBA degree at the University of Southern Queensland,

Australiaand is not connected to my professional role.
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Ethical considerations. The information obtained from thisinterview is strictly
confidential. Y our company’s nhame, your name, and any other information to
identify you or your organisation will be coded or changed to keep it confidential.
The data obtained in this study will exclusively be used for this study and not passed
on to third parties. The content of thisinterview guide has been approved by the
ethical clearance committee of the University of Southern Queensland

(http://www.usg.edu.au/dvc/ethics/) Do you have any questions from your side with

respect to purpose and setting of thisinterview?

I, the undersigned, have read and understood the above and agree that the data
obtained from thisinterview isintegrated in a doctoral thesis and published
following the ethical considerations listed above.

Name: Signature: Date:

If you so wish | will share the final analysis, expected in 2004, with you. Meanwhile,
you can reach me per telephone or e-mail:

Tel.: +65 96656235

e-mail: Wolfgang.Stehle@al umni.insead.edu
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Part B —opening questions

B1 Please tell me briefly about your professional and cultural background?

B2 How long have you personally been involved in HR aspectsin your organisation?

B3 What is your current role in your organisation?

How much are you involved in HR issues?

B4 Who are other HR playersin your local organisation?

How are the reporting structures?

B5 Isthere anything in particular about the HR organisation or processesin your

organisation that you would like to state upfront?
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Part C —Research Issue 1: Which IHRM approach do MNEs headquarters versus

subsidiaries currently follow, along a continuum from exportive to

adaptive and integrative approaches?

C1 Please tell me where and by who are HR policies and practices decided in your

organisation?

How free are the subsidiaries locally to take or adapt these decisions?

C2 Are country expertise and best practices from the subsidiaries integrated in the
HQ HR policies and processes? How is that achieved? (also relevant for RI 5)

C3 How do the subsidiaries in different countries work together to align HR and to

network?

Does HQ facilitate that? (also relevant for Rl 5)

C4 What do other German companies in Singapore, Thailand and Indonesia do

differently in terms of HR?
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How would you rate their HR effectivenessin your country?

much worse worse same as yours better far better

C5 What do other non-German companies —where are they from- in Singapore,

Thailand and Indonesia do differently in terms of HR?

How would you rate their HR effectivenessin your country?

much worse worse same as yours better far better

Part D — Resear ch | ssue 2: What key cultural, legal and societal differences

between the countries Germany, Thailand, Singapore and Indonesia

influence the transfer of HR policies and practices?

D1 Please tell me what you consider the main differences in culture/society/legal
system between Germany and (Singapore/Thailand/Indonesia) that are relevant
for HR?

culture;

society:
legal:

D2 Do you think there are big differences between Singapore, Thailand and

Indonesiain culture/society/legal system?

What would these be and how do they affect HR?
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D3 Inyour view isit better to have alocal or an expatriate HR director? Why?

If cost was not an issue?

D4 To what extent is your HR staff in HQ and the subsidiary aware of cultural
differences and how do they manage these?

What could be improved? How so? (also relevant for RI 5)

Part E — Resear ch I ssue 3: Isthere a climate of innovation and trust between HO

and subsidiary in general that facilitates organisational change?

E1 How does your subsidiary cooperate with HQ in areas other than HR? Please give

examples.

E2 Please tell me about general (non HR) HQ initiatives/programs designed to help
the subsidiary. Do they help in your view? Why or why not?
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E3 Could these initiatives/programs be improved? How?

E4 Inyour view is there sufficient job rotation between HQ and subsidiary?

Why or why not is job rotation between HQ and subsidiary positive?

E5 Would you describe the relationship between HQ and your subsidiary as trusting?

not at all somewhat neutral rather very

Why isthat, do you have examples?

Would you describe the practices of HQ and your subsidiary as innovative?

not at all somewhat neutral rather very

Why isthat, do you have examples?

Part F — Research I ssue 4: How do specific policies and practices, for example

compensation, need to change— given the MNE'’ s approach and the
established country differences?
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F1 Arethere specific HR issues (if prompted interviewer gives examples, i.e.
variable compensation) where you feel the HQ rules should be modified to fit the

subsidiary? Please give examples.

F2 Why do you think these processes or policies ought to be modified?

Nationa culture?

Size of organisation?

Complexity of operation?

F3 In your opinion, isthis situation unique to one country or do similar conditions

exist in many countriesin the region / worldwide?

F4 Arethere specific HR issues (if prompted interviewer gives examples, i.e.
leader ship principles) where you feel the HQ policies and processes should be

applied in all countries? Please give examples.

Part G — Research Issue 5: What are the roles of HO people and subsidiary staff in

the transfer process?

G1 Arethere HQ people assigned/responsible for your subsidiary. Are they clustered
by region or by issue?
Non HR:
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HR:

G2 Do you see these HQ-people as being more helpful to or more controlling of your
subsidiary staff?

G3 Do you fed that the subsidiary’s' concerns are adequately addressed by the HQ
staff?

G4 How do you ensure that the subsidiaries’ concerns are being fed back to HQ?

Part H — open questions:

H1 How relevant are cost issues to what we have discussed?

What could be achieved if changes to internal costing were made? How so?

H2 Are there any other things that you feel might be relevant and | did not ask?
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H3 If you could change one thing about HR in your organisation at large, what

would it be?

Thank you for contributing to thisresearch project!
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APPENDIX A: CASE STUDY INTERVIEW PROTOCOL FOR
SUBSIDIARIESIN SINGAPORE, THAILAND AND
INDONESIA

Research Project:  How do German multinational companies transfer

human resource policies and practices to and from their
subsidiaries in South East Asia?

Country: Date and time:

Name of organisation:

I nterviewee' s name;

Position: Nationality:

Internal code:

Part A

Introduction. Thank you for your time to contribute to this research. Let me briefly

outline my role and how thisinterview is designed to fit in this research.

Purpose of thisresearch. To find out how German multinational companies transfer
human resource policies and practices to and from their subsidiaries in South East

Asia, namely Singapore, Thailand and Indonesia.

Relevance of thisresearch. Thisresearch seeksto close the gap in existing
knowledge about the transfer practices of German MNEs which has practical

implications for management

Personal relevance. My roleisthat of the researcher as a‘Doctor of Business
Administration’ (DBA) candidate. This research is an essential part of the
requirements for the DBA degree at the University of Southern Queensland,
Australiaand is not connected to my professional role.
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Ethical considerations. The information obtained from thisinterview is strictly
confidential. Y our company’s hame, your name, and any other information to
identify you or your organisation will be coded or changed to keep it confidential.
The data obtained in this study will exclusively be used for this study and not passed
on to third parties. The content of thisinterview guide has been approved by the
ethical clearance committee of the University of Southern Queensland

(http://www.usg.edu.au/dvc/ethics/) Do you have any questions from your side with

respect to purpose and setting of thisinterview?

I, the undersigned, have read and understood the above and agree that the data
obtained from thisinterview isintegrated in a doctoral thesis and published
following the ethical considerations listed above.

Name: Signature: Date:

If you so wish | will share the final analysis, expected in 2004, with you. Meanwhile,
you can reach me per telephone or e-mail:

Tel.: +65 96656235

e-mail: Wolfgang.Stehle@al umni.insead.edu
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Part B —opening questions

B1 Please tell me briefly about your professional and cultural background?

B2 How long have you personally been involved in HR aspects in your organisation?

B3 What is your current role in your organisation?

How much are you involved in HR issues?

B4 Who are other HR playersin your local organisation?

How are the reporting structures?

B5 Is there anything in particular about the HR organisation or processesin your

organisation that you would like to state upfront?
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Part C —Research Issue 1: Which IHRM approach do MNEs headquarters versus

subsidiaries currently follow, along a continuum from exportive to

adaptive and integrative approaches?

C1 Please tell me where and by who are HR policies and practices decided in your

organisation?

How free are you locally to take or adapt these decisions?

C2 Areyour country expertise and best practices integrated in the HQ HR policies

and processes? How is that achieved? (also relevant for RI 5)

C3 How do the subsidiaries in different countries work together to align HR and to

network?

Does HQ facilitate that? (also relevant for RI 5)

C4 What do other German companies in your country (i.e. Singapore, Thailand,

Indonesia) do differently in terms of HR?
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How would you rate their HR effectivenessin your country?

much worse worse same as yours better far better

C5 What do other non-German companies —where are they from- in your country

(i.e. Singapore, Thailand, Indonesia) do differently in terms of HR?

How would you rate their HR effectivenessin your country?

much worse worse same as yours better far better

Part D — Resear ch I ssue 2: What key cultural, legal and societal differences

between the countries Germany, Thailand, Singapore and Indonesia

influence the transfer of HR policies and practices?

D1 Please tell me what you consider the main differences in culture/society/legal
system between Germany and (Singapore/Thailand/Indonesia) that are relevant
for HR?

culture:

society:

legal:

D2 Do you think there are big differences between Singapore, Thailand and
Indonesiain culture/society/legal system?

What would these be and how do they affect HR?

D3 Inyour view isit better to have alocal or an expatriate HR director? Why?
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If cost was not an issue?

D4 To what extent is your HR staff in HQ and the subsidiary aware of cultural
differences and how do they manage these?

What could be improved? How so? (also relevant for RI 5)

Part E — Resear ch Issue 3: Isthere a climate of innovation and trust between HO

and subsidiary in general that facilitates organisational change?

E1 How does your subsidiary cooperate with HQ in areas other than HR? Please give

examples.

E2 Please tell me about general (non HR) HQ initiatives/programs designed to help
the subsidiary. Do they help in your view? Why or why not?

E3 Could these initiatives/programs be improved? How?
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E4 In your view is there sufficient job rotation between HQ and subsidiary?

Why or why not is job rotation between HQ and subsidiary positive?

E5 Would you describe the relationship between HQ and your subsidiary as trusting?

not at all somewhat neutral rather very

Why isthat, do you have examples?

Would you describe the practices of HQ and your subsidiary as innovative?
not at all somewhat neutral rather very

Why isthat, do you have examples?

Part F — Research Issue 4: How do specific policies and practices, for example

compensation, need to change— given the MNE'’ s approach and the
established country differences?

F1 Arethere specific HR issues (if prompted interviewer gives examples, i.e.
variable compensation) where you feel the HQ rules should be modified to fit the
subsidiary? Please give examples.
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F2 Why do you think these processes or policies ought to be modified?

Nationa culture?

Size of organisation?

Complexity of operation?

F3 In your opinion, is your situation unigue to your country or do similar conditions

exist in many countries in the region / worldwide?

F4 Arethere specific HR issues (if prompted interviewer gives examples, i.e.
leader ship principles) where you feel the HQ policies and processes should be

applied in all countries? Please give examples.

Part G — Research Issue 5: What are the roles of HO people and subsidiary staff in

the transfer process?

G1 Are there HQ people assigned/responsible for your subsidiary. Are they clustered
by region or by issue?
Non HR:

HR:
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G2 Do you see these HQ-people as being more helpful to or more controlling of your
subsidiary staff?

G3 Do you fed that your subsidiary’s concerns are adequately addressed by the HQ
staff?

G4 How do you ensure that your concerns are being fed back to HQ?

Part H — open questions:

H1 How relevant are cost issues to what we have discussed?

What could be achieved if changes to internal costing were made? How so?

H2 Arethere any other things that you feel might be relevant and | did not ask?
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H3 If you could change one thing about HR in your organisation at large, what

would it be?

Thank you for contributing to thisresearch project!
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