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CHAPTER 1

International HRM: An Introduction

LEARNING OUTCOMES

When you have read this chapter, you will:

® appreciate the growing internationalisation of the world in which human resource management
(HRM) is conducted

o understand the additional complexity of HRM in an international context

o be able to describe the strengths and weaknesses of the universalist and contextualist paradigms

» be able to describe the key features of the three main approaches to international HRM (IHRM)

® be able to identify some of the key HRM challenges facing organisations working internationally

o understand the format of the rest of the book.

1.1 INTRODUCTION

This chapter is a general introduction to the book - it outlines the main objectives of the
text and the rationale behind its structure. We begin by briefly noting the changing
context to international business and the implications for HRM. In explaining the nature
of international HRM (IHRM): we outline the importance of countries and present the
three main sections of the book: the institutional and cultural context; aspects of
comparative HRM; and THRM. In so doing we explore the differences between domestic
and international HRM for practitioners. Then we provide an outline of the book,
offering a guide to each chapter. The final section explains what is new about this latest
edition.

Whilst all the chapters in this edition of the book have been updated to pick up
developments in both the literature and practice since the previous edition was published
in 2011, the aim remains the same: to help you explore the meaning and implications of
the concepts of contextual, comparative and international HRM. We do not assume that
there is only one way of defining or understanding the nature of HRM. On the contrary,
we believe that HRM varies according to the country in which it is conducted: the country
that provides the institutional and cultural environment for HRM. We address the issues
raised by the fact that HRM is different from country to country. This must have an effect
on people like you, who are trying to gain an understanding of the full range of meanings
of HRM. It will also affect those, like some of you, who are trying to manage HRM
in organisations whose reach crosses national boundaries. These issues are covered in
this text.

A key task for organisations which operate across international boundaries is to
manage the different stresses of the drive for integration (being coherent across the world)
and differentiation (being adaptive to local environments). Reading this text will give you
some flavour of the way that HRM - and particularly what is seen as ‘good” HRM - is
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defined differently in different national cultures, and is presented and operates differently
in different national institutional environments; some flavour too of the ways in which
international organisations attempt to deal with the issues these differences create.

We believe that the text will be of value to anyone involved in, or interested in,
comparative and international HRM. Whereas in the past the book has focused
particularly on HRM specialists, for this edition we have sought to take a more general
approach, acknowledging that some readers may only be studying IHRM as one
component in a broader qualification programme.

e Why would adopting a global approach to managing people be beneficial to an organisation?
o Why might it be harmful?

Provide examples for each perspective.

For many of you, these first paragraphs will already be raising some key questions. What
is the culture of Spain, with its mix of Castilian, Catalan, Andalucian, Basque, and other
heritages? Or of Singapore, with its Malay, Indian and Chinese populations? What is the
institutional and labour market position of the EU where many laws apply across national
boundaries and there are few institutional limitations to cross-border labour markets? Do
our findings apply to emerging market countries and under-developed countries in the
same way that they apply to the rich countries of the world? Inevitably, basing the text on
national differences blurs important ‘within-nation’ and ‘beyond-country’ issues. These
are critical matters - but outside the scope of this text. We have chosen here to
concentrate upon the national differences partly because they are so powerful
(institutional differences like employment laws, labour markets, trade unions, etc. tend to
operate at national level, even where the cultural boundaries are blurred), and partly as an
introduction to an often-neglected element of HRM - the fact that it does vary
considerably around the world. Our consideration of these issues is focused on Europe,
but we will take the opportunity to draw on examples from other continents whenever
that is appropriate.

The number of books and articles on international and comparative HRM has
expanded almost exponentially since the first edition of this text was published a decade
or more ago. Whereas in many organisations IHRM used to be the concern of a rather
separate department arranging terms and conditions for expatriate employees, it is
increasingly becoming a more significant part of organisations’ attempts to manage their
entire workforce across the world in the most cost-effective manner possible. As such, it is
becoming a key contributor to organisational success. It is little wonder that it is
beginning to attract the attention of more researchers, publishers and consultancies.

It is a truism to point out that the world is becoming more international. This applies
to our technology, our travel, our economies and our communications — if not always
obviously to our understanding. The growth of global enterprises leads to increased
permeability in traditional business boundaries, which in turn leads to high rates of
economic change, a growing number and diversity of participants, rising complexity and
uncertainty. Traditionally much of our understanding of ITHRM has been based on the
study of multinational corporations (MNCs). An MNC is defined as an enterprise that
operates in several countries but is managed from one home country. MNCs may be of
four forms: a decentralised corporation that has a strong home country presence; a global



International HRM: An Introduction

and centralised corporation that can acquire a cost advantage through centralised
production; an international company that builds on the parent company’s technology or
research and development; or a transnational enterprise that combines all three of these
approaches. In general, MNCs may not have co-ordinated product offerings in each
country, because they are more focused on adapting their products and service to each
individual local market. Even some famously international brands (MacDonalds, Coca
Cola) vary in different markets. Some people prefer to use the term multinational
enterprise (MNE) because the word corporation implies a business organisation, whereas
many other forms of organisation such as non-governmental bodies or charities might be
deemed to have multinational characteristics. The term transnational corporation (TNC)
is typically used to describe much more complex organisations that have invested in
foreign operations, have a central corporate facility, but have decision-making, R&D and
marketing powers in a variety of foreign markets. As we do not here focus on
governments’ international operations (Liesink et al 2016), or intergovernmental
organisations (Brewster et al 2016) or international charities or religious groups (Brewster
and Lee 2006), we shall generally use the abbreviation MNCs throughout the textbook for
the sake of convenience and simplicity.

MNCs are presented as being economically dominant - the world’s 1,000 largest
companies produce 80% of the world’s industrial output. They are seen as being crucial to
the vitality, health and level of innovation of a geographic location, notably because they
help connect it to other and distant international sources of complementary specialised
knowledge and expertise. In the process MNCs build and discover new opportunities for
themselves as well as for others (Cantwell 2014). Each year the United Nations
Conference on Trade and Development (UNCTAD) issues a World Investment Report
focused on trends in foreign direct investment (FDI) worldwide and at the regional and
country levels. At the time of writing, the latest data, the World Investment Report, the
25th in the series (UNCTAD 2015), covers 2014. Foreign Direct Investment (FDI) inflows
in 2014 declined by 16% to $1.2 trillion mainly because of the fragility of the global
economy, policy uncertainty for investors and elevated geopolitical risks. As one of the
major developed markets in the world, Europe, and the Eurozone area within it, faced
major challenges to its stability over the treatment of Greek debt and US economic
recovery remained fragile.

In 2003 economists at Goldman Sachs bracketed Brazil with Russia, India and China as
the BRIC economies that would come to dominate the world. Developing economies
extended their lead in global inflows of FDI, with China becoming the world’s largest
recipient of FDI. Developing economies now make up five of the top ten FDI recipients in
the world. However, interpreting trends in IHRM that might result from shifts in
economic power is never easy and complex factors are always at play. Although the
Chinese economy has continued to grow, though less rapidly, and so has the Indian
economy, the performance of emerging markets is still very volatile. Brazil seems to have
stalled and at the time of writing it is difficult to know what is happening in Russia, as a
combination of sanctions and falling oil prices seem to be leading to a recession there.
Doubts are also beginning to be expressed even about growth in China, with stock market
crashes and worries about unsustainable levels of debt featuring in the business press.

We see a number of traditional regional strategies, often reflecting past cultural and
institutional linkages. These create new patterns of mobility and trade. There is also much
discussion about relative levels of productivity around the world driving investment and
growth and the role of labour arbitrage, with MNCs being able to take advantage of lower
wages abroad. In reality, MNCs consider many factors when they think about locating
activities in various markets. The behaviour of MNCs is driven by many issues, such as
complex supply chains at risk of disruption, energy prices, and inventory costs associated
with importing. We also witness different responses internationally within the labour
force. These shifts are not always as easy or rapid as made out in the business press.
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Whatever the driving factors, we do nonetheless seem to be witnessing the global
transfer of work - either in terms of the creation of new jobs or through the global
sourcing of certain parts of an individual’s or unit’s work. This is having a major impact
on the type of organisations and nature of work that remain viable in different parts of the
world. In the first wave of globalisation two decades ago, low-level manufacturing work
began to transfer to low-cost locations. In the second wave simple service work such as
credit card processing began to relocate. In the third wave higher-skill white-collar work is
being transferred.

1.2 WHAT IS INTERNATIONAL HUMAN RESOURCE MANAGEMENT?

In all these MNCs or MNEs, HRM is a key to success. For the vast majority of
organisations, the cost of the people who do the work is the largest single item of
operating costs. Increasingly, in the modern world, the capabilities and the knowledge
incorporated in an organisation’s human resources are the key to performance. So on both
the cost and benefit sides of the equation, HRM is crucial to the survival, performance and
success of the enterprise. For international organisations, the additional complications of
dealing with differing institutional constraints and multicultural assumptions about the
way people should be managed become important contributors to the chances of that
success.

The need for human resource specialists to adopt an increasingly international
orientation in their functional activities is widely acknowledged and becoming ever
clearer. It is important not just to people working in the giant MNCs, but also to many
others in small and medium-sized enterprises (SMEs). The freer economic environment of
the twenty-first century, the reduction of restrictions on labour movement in areas such as
the European Community, and the advent of new technology, have combined to mean
that many fledgling enterprises operate internationally almost as soon as they are
established.

Any review of world events over the last few years will emphasise the essentially
unpredictable and rapidly changing nature of political, economic and social upheavals.
Vaill (1989, p2) used the metaphor of ‘permanent white water’ to describe the nature of
doing business in the latter part of the twentieth century. And whilst we might doubt the
extent or novelty of change it is clear that managers working in an international
environment are impacted more by multi-country, regional and global change and
dynamism than managers in a single-country operation. And this applies to HR managers
as much as any others (Stiles and Trevor 2006). Hardly surprisingly, choices in this
context become complex and ambiguous.

The additional complexities of managing an international workforce in any of these
organisations call for a different mindset and different skills for practitioners. Sparrow
et al (2004) argue that individuals working in an international context need to be
competent in:

e interpersonal skills (especially cultural empathy)
¢ influencing and negotiating skills

¢ analytical and conceptual abilities

o strategic thinking.

They add that individuals will also need a broader base of knowledge in such areas as:

e international business

e international finance

o international labour legislation

o local labour markets

o cultural differences

e international compensation and benefits.
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Furthermore, and to complete for a moment the list of complexities that
internationalisation adds to the role of HR managers, they will have to manage a wider set
of multiple relationships. HR managers in the European context, for instance, might find
themselves having to deal with such groups as:

o headquarters, regional and subsidiary line managers

o headquarters and subsidiary employees

o national, European-level and international trade union bodies
o national and European-level legislative bodies

o local and regional communities.

From the mid-1980s to the turn of the 1990s the field of IHRM was considered to be
in its ‘infancy’ (Laurent 1986). Since its early beginnings, there has been both an
evolution of territory covered by the IHRM field as well as more critical discussion of
whether this evolution has been towards an expanded field, or represents a process of
fragmentation.

Scullion (2005) tracked the evolution of definitions of IHRM. He observed that whilst
there has been little consensus, definitions have broadly concentrated on examining the
HRM issues, problems, strategies, policies and practices which firms pursue in relation to
the internationalisation of their business. Budhwar et al (2009) similarly positioned the
different views that have existed about the nature of ITHRM.

2 KEY FRAMEWORK
@ Definitions of HRM
IHRM encompasses:

‘the worldwide management of people in the multinational enterprise’ (Poole 1990, p1)

‘human resource management in an international environment. . . problems created
in an MNC performing business in more than one country, rather than those posed
by working for a foreign firm at home or by employing foreign employees in the local
firm’ (Briscoe and Schuler 2004, p1)

‘how MNCs manage their geographically dispersed workforce in order to leverage their
HR resources for both local and global competitive advantage’ (Scullion 2005, ps).

‘a branch of management studies that investigates the design of and effects of
organisational human resource practices in cross-cultural contexts’ (Peltonen 2006,
p523)

‘all issues related to the management of people in an international context. ..
[including] human resource issues facing MNCs in different parts of their
organisations. . . [and] comparative analyses of HRM in different countries’ (Stahl and
Bjorkman 2006, p1).

‘complex relationship between globalisation, national systems and companies’ which
provides us with ‘three distinct “levels of analysis” for interpreting and
understanding HRM strategies and practices [the globalisation effect, the regional
effect, the national effect, and the organisation effect] (Edwards and Rees 2008,
p22)

‘the subject matter of IHRM [must be] covered under three headings: cross-cultural
management; comparative human resource management; and international human
resource management’ (Brewster et al 2007, p5)

‘how MNCs manage the competing demands of ensuring that the organisation has
an international coherence in and cost-effective approach to the way it manages its
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people in all the countries it covers, while also ensuring that it can be responsive to
the differences in assumptions about what works from one location to another’
(Dickmann et al 2008, p7)

‘the ways in which the HRM function contributes to the process of globalisation
within multinational firms’ (Sparrow and Braun 2007, p9é6)

‘the implications that the process of internationalisation has for the activities and
policies of HRM’ (Dowling et al 2008, p293)

Look at the sequence of definitions used above to define what IHRM is about. How do the
definitions change over time? What do these changing definitions tell you about the sorts of
knowledge — and the theoretical understanding — that might be important for the field and that
should be incorporated into a textbook of like this?

1.3 WHY STUDY INTERNATIONAL HUMAN RESOURCE MANAGEMENT?

Why should we be considering the international and comparative dimensions of HRM?
After all, every organisation has to recruit workers, deploy them, pay them, motivate them
and eventually arrange for their departure. Indeed, many texts are written as if their
messages are universal. However, there is little doubt that things are done differently in
different countries: each country has its own institutional environments — with differently
educated and skilled workforces, in different economic situations, with different labour
laws, trade union arrangements, government support or control (covered in Chapter 2),
and internationally operating organisations have to cope with different cultures (see
Chapters 3 and 4). In order to understand how organisations operate across these
different national contexts we need to understand the differences as clearly as possible.
There is now extensive research showing that HRM not only varies between countries in
the way that it is conducted, but that how it is defined and what is regarded as
constituting good practice are also very distinct (Brewster and Mayrhofer 2012).

e Examine existing HRM practices in your company or one that you know about.
@ Which of them are the product of your country’s legal, economic, political or social
institutions?

Provide explanations for your answer.

There are two fundamental paradigms in the exploration of HRM: the universalist and the
contextual (Brewster 1999). Comparative HRM is intrinsically contextual, generally
focused at the national level. THRM, however, is often (though not in this book)
universalist, assuming that the same things will work in every context. Linked to this
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debate is another: the debate between those who embrace notions of convergence and
those who do not. Whereas researchers have to choose between the universalist and the
contextual paradigms, they may decide that, for example, some aspects of HRM may be
converging whilst others are not or that HRM converges at the level or rhetoric but less so
at the level of practice.

Here we explore briefly these conceptual choices as an introduction to the rest of the
book.

1.4 UNIVERSALIST VERSUS CONTEXTUAL HRM

Universalism and contextualism are paradigms: that is, they are taken-for-granted truths
that the proponents of each simply assume must be correct. The fact that both paradigms
are supported by different scholars indicates that both are intellectual constructs capable
of being challenged. But for the proponents of each one, they are ‘obviously’ correct and
the ‘only’ way to think about management science and HRM.

1.4.1 UNIVERSALIST HRM

The universalist paradigm is dominant in the USA but is widely used elsewhere. This
paradigm assumes that the purpose of the study of HRM, and in particular strategic
human resource management (SHRM - see for example Tichy et al 1982; Ulrich 1987;
Wright and McMahan 1992), is to improve the way that human resources are managed
strategically within organisations. The ultimate aim of this work is to improve
organisational performance, as judged by its impact on the organisation’s declared
corporate strategy (Tichy et al 1982; Huselid 1995), the customers (Ulrich 1989) or
shareholders (Huselid 1995; Becker and Gerhart, 1996; Becker et al 1997). It is implicit in
these writings that this objective will apply in all cases. Thus the widely cited definition by
Wright and McMahan (1992, p298) states that SHRM is:

the pattern of planned human resource deployments and activities intended to
enable a firm to achieve its goals.

Much of the universalist writing assumes that HRM, like management generally, is a
science and that ‘proper science’ (Beer et al 2015) requires the search for universal truths,
usually couched in HRM as ‘best practice’ and that understanding can be achieved by
testing yes/no hypotheses. Searching for ‘best practice’ often means finding out what
currently successful ‘leading edge’ companies are doing.

Arguably, there is a degree of coherence in the USA around what constitutes ‘good’
HRM, and views tend to coalesce around the concept of ‘high-performance work systems’.
Many years ago these were characterised by the US Department of Labor (1993) as having
certain characteristics:

o careful and extensive systems for recruitment, selection and training

o formal systems for sharing information with the individuals who work in the
organisation

o clear job design

o local-level participation procedures

e monitoring of attitudes

o performance appraisals

o properly functioning grievance procedures

e promotion and compensation schemes that provide for the recognition and financial
rewarding of high-performing members of the workforce.

It would appear that, although there have been many other attempts to develop such
lists (see, for example, from the UK, Storey 1992, 2007), and they all differ to some degree,
the Department of Labor list can be taken as an exemplar of the universalist paradigm.
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Few researchers in HRM in the USA would find very much to argue with in this list.
Researchers and practitioners in other countries, however, find such a list contrary to
experience and even to what they would conceive of as good practice. So they might argue
for sharing information with representative bodies such as trade unions or works councils,
for flexible work boundaries, for group or company-wide reward systems. And they might
argue that attitude monitoring, appraisal systems, etc are evidence of low trust and
culturally inappropriate.

Universalists often produce their work in one country and base it on a small
number of ‘exemplary’ cases. As long as this work is read by specialists in the relevant
country, with interests in these kinds of organisations, this may not be too much of a
problem. But the world, and especially the academic world in HRM, is becoming ever
more international. This is a major problem in relation to the US literature. The
cultural hegemony of US teaching, publishing, websites and US journals means that
these texts are often utilised by other readers. US-based literature searches generally
fail to note much writing outside the universalist tradition. These universalist notions
are widely adopted by management consultancies, business schools and HRM gurus
across the world. There is an explicit or implicit lesson drawn that countries and
organisations that do not adopt the appropriate policies and practices are in some way
‘backward’. For analysts and practitioners outside the USA, and even, we might argue,
for many inside the country, and for those international firms with interests in
different countries, many of these descriptions and prescriptions fail to meet their
reality.

1.4.2 CONTEXTUAL HRM

In contrast, the contextual or comparative paradigm searches for an overall understanding
of what is contextually unique and why. In our topic area, it is focused on understanding
what is different between and within HRM in various contexts, and what the antecedents
of those differences are. The policies and practices of the ‘leading-edge’ companies
(something of a value-laden term in itself), which are the focus of much HRM research
and literature in the USA, are of less interest to contextualists than identifying the way
labour markets work and what the more typical organisations are doing.

Among most researchers working in this paradigm, it is the explanations that matter —
any link to organisational performance is secondary. It is assumed that HRM can apply to
societies, governments or regions as well as to firms. At the level of the organisation (not
just the ‘firm’, for public-sector and not-for-profit organisations are also included), the
organisation’s objectives and strategy are not necessarily assumed to be ‘good’ either for
the organisation or for society. There are plenty of examples, particularly in the financial
sector in the last few years, where this is clearly not the case. The contextual paradigm is
more concerned about the other stakeholders in HRM - the employees and their
dependents, and society as a whole (Beer et al 2015). While noting their common
interests, it does not assume that the interests of everyone in the organisation will be
exactly the same; nor is there any expectation that an organisation will have a strategy that
people within the organisation will support.

The assumption is that not only will the employees and the unions have a different
perspective from that of the management team (Keenoy 1990; Storey 1992; Purcell and
Ahlstrand 1994; Turner and Morley 1995), and different groups of employees within the
organisation will have different needs and requirements (Lepak and Snell 1999), but that
even within the management team there may be different interests and views (Koch and
McGrath 1996; Hyman 1987). These, and the resultant impact on HRM, are issues for
empirical study. Contextualist researchers explore the importance of such factors as
culture, ownership structures, labour markets, the role of the state and trade union
organisation as aspects of the subject rather than as external influences upon it. The scope
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of HRM goes beyond the organisation to reflect the reality of the role of many HRM
departments: for example, in lobbying about and adjusting to government actions, in
dealing with such issues as equal opportunities legislation or with trade unions and
tripartite institutions.

1.4.3 THE VALUE OF THE DIFFERENT PARADIGMS

So many management researchers find that the universalist paradigm, ironically, excludes
much of the work of HRM specialists in such areas as compliance, equal opportunities,
trade union relationships and dealing with local government and the environment. In
addition, the universalist paradigm only operates at the level of the organisation, ignoring
policy at the national or international level. This is not helpful in regions like Europe,
where much employment contract bargaining is still often conducted above the
organisational level and significant HRM legislation and policy (for example, freedom of
movement, employment and remuneration, equal treatment) is enacted at EU level as well
as at the level of particular countries or sectors (Sparrow and Hiltrop 1994; Brewster
2004). Ignoring national policy makes even less sense in countries like China and Vietnam
(Warner 2013). The contextual paradigm provides better insights into these issues.

Nevertheless, the universalist paradigm exists because it has strengths — a simple, clear
focus, a rigorous methodology, and clear relationships with the needs of industry. Neither
paradigm is right or wrong. Both these approaches, and the others that exist in other parts
of the world, have a contribution to make. The difficulty comes when writers are unaware
of the paradigm within which they are working.

It is to some degree the difference between these paradigms, lack of awareness of
them, and the tendency for commentators to drift from one to another that has led to the
confusion about the very nature of HRM as a field of study, as pointed out by many of its
original leading figures (including Boxall 1993; Legge 1995; Storey 1992). In practice,
these are often debates between the different paradigms used to understand the nature of
HRM.

1.5 CONVERGENCE AND DIVERGENCE IN HRM

1.5.1 CONVERGENCE IN HRM

A second, and linked, debate is between those who believe in globalisation, arguing that all
aspects of management, including HRM, are becoming more alike; and those who believe
that each country continues to have its own approach to management in general and
HRM in particular. For Pudelko and Harzing (2007), at the country level the debate has
always been about convergence or divergence of HRM practice, whilst at the
organisational level it has been about standardisation versus localisation of practice.

There is more than one version of the convergence concept. Comparative HRM
researchers have analysed changes in the adoption of a range of specific tools and
practices across countries. In examining changes over time in HRM practice between
European countries, and attempting to link the pattern of these changes to competing
theoretical explanations of what is happening, Mayrhofer et al (2004) noted that

[i]t is by no means clear what is meant by convergence. Although the general
meaning, intuitively, is clear, it becomes more complex at a closer look. We
therefore need a ‘more nuanced picture of convergence’. (p434)
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“ KEY FRAMEWORK
@ What is meant by convergence or divergence?

Mayrhofer et al(2004) differentiated a number of forms of change:

Directional convergence: When comparing changes in HRM practices between two
countries directional convergence exists when the trend (developmental tendency)
goes in the same direction. Each country might start with a different proportion of
organisations using a specific practice, and over time the difference in the proportion
of organisations using that particular practice in the two countries might actually
have grown larger. However, in both cases, a greater proportion of organisations
now use the practice, there is convergence in direction — in this case going up.
Similarly the opposite might apply, with change in a negative direction.

Final convergence: When changes in the use of an HRM practice in two different
countries mean that the two countries’ practices get more similar (the differences in
use of the practice between the countries decreases in magnitude over time) then
there is convergence to some final point. This might imply that the country with less
uses increases faster, or that one country increases a usage whilst another one
decreases it — as long as they get closer together there may be said to be final
convergence.

Stasis: When there is no change over time in the proportion of organisations using
an HRM practice and a state of stability thus exists.

Divergence: When the changes in use of an HRM practice in two different countries
are progressing in truly different directions, one increasing and the other decreasing.

In addition, we might note that HRM might not be uniform — for example, some
practices may converge whilst others diverge, or there may be convergence at the
policy level but not at the operational level.

Some see convergence as a global market-based issue. They argue, using a kind of
Darwinian ‘survival of the fittest’ analogy, that the logic of technology and its increasing
diffusion mean that eventually, in order to compete, everyone will have to adopt the most
efficient management and HRM practices (Kidger 1991). The underlying assumption here
is that the predominant model will be the US universalist model (Pudelko and Harzing
2007; Smith and Meiksins 1995). There is also a regional institutional perspective, which
argues that whilst institutional differences in legal, trade union and labour market
conditions can create differences in HRM then where, as in the EU similar legislation
covers a number of countries, this might lead to a diminution in the differences between
the ways in which countries handle their HRM. The EU is passing legislation for all the
member states, including social and employment legislation. There is a free labour market
in the EU and some companies now try to operate as if the EU was one country. A
developing European model of HRM would reinforce the idea of a move toward
convergence — but in the form of regional convergence rather global convergence.

1.5.2 DIVERGENCE IN HRM

Opposed to the idea of convergence are the institutional theories and the concepts of
cultural differences outlined in the next three chapters. Proponents of the various versions
of each of these two main streams of explanation are unlikely to accept that there is any
point at which the same practices will be utilised to the same degree and would have the
same effect irrespective of country or location. This book is firmly based on such a notion.
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This, of course, gives IHRM practitioners a key paradox. Internationally operating
organisations may want to standardise practices wherever possible. But in many areas of
management, and particularly HRM, they also have to be aware of and respond to or even
utilise national differences. This standardisation/localisation debate is a central issue in
THRM and one that, once we have explored and understood the national variations found
in HRM approaches, policies and practices around the world, we explore in the third
section of the book.

1.5.3 THE EVIDENCE

There is little empirical data on the issue of convergence versus divergence, and that is
largely the result of the difficulties of researching the issue. A number of articles which
claim to have researched convergence of HRM practices either use case studies, which are
inappropriate for identifying whether national practices are becoming more alike, or use
convergence to apply only to directional convergence - they find the same trends in
different countries but can say nothing about whether the countries are becoming more
alike. Others use single point in time data to explore issues of convergence towards
assumed best practices. Obviously, researching convergence seriously would require
longitudinal comparative research programmes — but these are expensive and rare. Even
this would not resolve the problem entirely. Which issues are we researching? Are we to
research institutional arrangements or how they operate? Are we to research at a national
level, an organisational level, or a workplace level? Whose opinions are we to canvass?

Katz and Darbishire (2000) identified what they term ‘converging divergences’. Looking
at the USA, Australia, Germany, Italy, Japan, Sweden and the UK, they argued that they
had found not one universal type of employment system but many - the more regulated
systems are breaking down to develop more varied systems, like the less regulated
economies. They suggested that, although globalisation and internationalisation might be
argued to foster a general converging trend in employment systems, such an analysis does
not allow for managerial agency — managers can do different things. As a result, they
argue that all societies will gradually develop a range of work practices. However, the
literature on convergence shows that national differences remain.

The best evidence we have on convergence and divergence comes from the ongoing
surveys of HRM policy and practice by the Cranet network. They have been able to
provide supporting evidence of similar trends in HRM across a range of countries
(Croucher et al 2014; Mayrhofer et al 2011; Poutsma et al 2006; Tregaskis and
Brewster 2006; Wood et al 2014), but they have also confirmed that there is no
evidence for final convergence - the countries start from different points and develop
within their own trajectories and at different speeds, so that even though the trends
might be similar, the countries each remain quite distinct. Mayrhofer et al (2011, p60)
carried out careful and detailed statistical analysis of the data over 15 years and
summarise their findings on convergence and divergence as follows:

Empirically, the results support the notion that converging and non-converging
developments occur simultaneously. While no final convergence can be observed
for HRM in Europe. .. directional similarity is visible in a majority of the areas of
HRM analyzed. The results also show the effects of the embeddedness of HRM in
national institutional contexts and the interplay between supra-national drivers and
national institutional forces.

In other words, there are common trends, but no evidence even in Europe that countries
are becoming more alike in the way that they manage their human resources.
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This evidence refers to European countries: what about further afield? It has been argued that
introducing emerging economies and under-developed economies into the picture will extend
the variety that we see and will show even less divergence (Brewster et al 2015). Think of a non-
European country and ask yourself: is HRM here becoming more like that seen in the USA or
more like that seen in Europe? Or is it different from both?

1.6 STRUCTURING THE FIELD INTO THREE COMPONENTS

How are we to start the process of understanding all this complexity? The first step is to
be clear about different kinds of analysis. These are not always defined in the literature —
partly perhaps because of confusion in the USA, where ‘international’ is often applied to
anything outside the USA. Although we appreciate that over the years the different
elements of the subject of IHRM have become more interwoven so that to understand one
it is necessary to know something of the others (Brewster and Wood 2015), in order to
structure the subject we cover it under three headings:

e national institutional and cultural differences
e aspects of comparative human resource management
e international human resource management.

In broad terms, the national institutional and cultural differences section of the book
covers the explanations for national differences and their impact on HRM. Every nation
has its own unique set of institutions and many share a common culture, the deep-lying
values and beliefs reflected in the ways that societies operate, and in the ways that the
economy operates and people work and are managed at work. In the second section of
the book, we examine particular aspects of the way that people work and explore the
differences between nations in the way that they manage this process. In general,
the comparative tradition makes more of the institutional differences than the cultural
differences. The third section of the book explores IHRM (and its more recent ‘strategic’
derivative, STHRM) and examines the way organisations manage their human resources
across these different national contexts.

1.7 HOW IS THE OVERALL FIELD OF INTERNATIONAL HRM EVOLVING?

HRM and IHRM are no longer in their ‘infancy’ as Laurent (1986) originally had it.
THRM has evolved in three directions, with a growing influence of an institutional
perspective; the development of a critical perspective; and a problem-solving perspective
on THRM. The institutional perspective has developed rapidly in the last decade and has
arguably overtaken the cultural explanation in explaining the differences between
countries. These issues are addressed in the next three chapters.

The critical perspective (Peltonen 2006, 2012; Delbridge et al 2011) brings together a
number of considerations, rather than bringing together an agreed set of theories, but
basically argues that to understand IHRM we have to ask questions about who it serves,
who the key stakeholders are and the context in which it operates. Comparative HRM
therefore often bears marks of a critical approach. The majority of theories that the field
draws upon have been created outside the field of IHRM. This has been reflected in a
degree of experimentation and abstractness in the issues that are typically covered. De
Cieri et al (2007) argue that globalisation — when seen in terms of the worldwide flow of
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capital, knowledge and other resources necessary to interconnect international product
markets — is associated with concomitant processes involved in the growth in scope and
scale of competition. IHRM academics therefore need to understand the (many) ways in
which MNCs operate often using ideas from outside HRM. Academics and researchers are
increasingly giving attention to the politics of globalisation and the importance of local
context. As attention turns from understanding the policy and practice needed to manage
international cadres of people in MNCs, towards the need to understand any one HRM
policy and practice in its broader international or institutional context, many academic
fields have something to say about the phenomenon of IHRM.

Delbridge et al (2011) critiqued the field of IHRM arguing that it had become limited
by economic and managerialist perspectives, with too much attention to the
organisational level of analysis. They argued that the traditional comparative perspective,
or focus on MNCs, should be broadened to incorporate the nature of IHRM both in
alternative forms of organisation that often extend beyond the boundaries of the
traditional corporation, and also into more diverse economic structures, such as in
local economies, regional districts, national institutions, international networks and
transnational regulation. There is useful work in the fields of cross-national organisation,
comparative political studies and economic geography that could inform our practice.
This call has been reflected in work that has extended analysis into multi-stakeholder
contexts, for example, the not for profit sector (Lodge and Hood 2012; Beer et al 2015;
Brewster et al 2016).

The critical view of IHRM is:

An acknowledgement that we are examining organisational issues that are of high
complexity, in an environment of changing context, and with questionable
assumptions about the existence of rules of the past that can be generalised to future
actions. (Sparrow 2009, p7)

There is then still an evolutionary view of the field (Stahl and Bjorkman 2006; Sparrow
and Braun 2008; Dickmann et al 2008; Sparrow 2009; Stahl et al 2012). By following a
problem solving approach to IHRM - that is, by focusing on the progressive issues that
have been created in the conduct of business operations as a consequence of
internationalisation — this perspective sees IHRM as entailing an explainable set of
explorations:

THRM has moved not through a haphazard and opportunistic expansion, but
through a sequential development of thinking that has captured the successively
evolving cultural, geographical and institutional challenges faced by the
multinational corporation. .. whilst IHRM indeed now covers a large and complex
territory, it has come to represent an accepted set of doctrines about the nature of
IHRM. .. There is a logical pattern to the ‘issues-driven’ concerns that the field of
THRM has to face, absorb, interpret then re-analyse through international lenses. . .
with a number of contemporary issues — reverse knowledge flows, skill supply
strategies, employer branding, e-enablement, outsourcing, global networks — now
needing to find [more] voice within the literature’ (Sparrow 2009, p4)

The problem-solving perspective acknowledges that there is an increasingly complex set
of contextual factors at play, but also considers that the IHRM field has expanded, in
parallel with — and has been driven by the drumbeat of - progressive problems of
internationalisation. These problems have undoubtedly become more deeply embedded
within organisations.

A number of research handbooks on IHRM, including those by Sparrow (2009),
Bjorkman et al (2012), and Dickmann et al (2016), have pointed out the tension between
relevance and coherence. Bjorkman and Welch (2015, p136) capture this as follows:
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While the need to broaden the scope and diversity of IHRM research has generally
been regarded as essential to the continuing growth of the field, there has been
some concern that such developments might come at the expense of cohesion and
relevance. .. [an] issue that may contribute to a sense of lack of cohesion and
relevance is the ‘research boundary’: the overlap between what constitutes IHRM
and related areas such as cross-cultural management and comparative employee
relations. Without consensus, it is difficult to explain to other scholars in
international business what IHRM really is. .. [but] looking back over the IHRM
body of work, it is possible to identify and articulate the overarching key question in
IHRM research. It has been and remains: ‘(i) how are people managed in
multinational corporations and (ii) what are the outcomes?’

Bjorkman and Welch (2015) characterise the field as covering four different levels or areas
of analysis:

e macro (encompassing countries, regions and industries)

e MNC (global headquarters and the parent country, how MNCs from different home
countries differ in their global practices, contingency factors such as the corporate
structure, their control mechanisms, the features of their HRM departments, the role of
international experience and organisational learning, and the human, social and
organisational capital that this can build)

e unit (typically a subsidiary, but may also be a production unit, sales office, project, inter-
organisational alliance or any other such entity that constitutes a relevant whole)

e individual (including teams, various categories of employees deemed to be international
workers, and their family members).

Then, within each of these areas of analysis, attention is typically given to the factors
that influence behaviour, the structure and role of the HRM department, immediate
outcomes (such as control and co-ordination, employment, human capital, shared values,
knowledge sharing, adjustment), and finally the more distal performance consequences
(topics such as financial performance, efficiency, innovation, flexibility, job performance,
or career progression).

Pudelko et al (2015, p128) note the expansion of IHRM concerns into topics such as

knowledge management, change management, the management of joint ventures
and of multinational teams, the management of post-merger and post-acquisition
processes, the transfer of management practices within a global corporation and the
definition and implementation of the strategy of a global corporation.

Far from suggesting that the field has therefore lost its direction, this expansion is seen as
a logical consequence of the growing relevance of IHRM research. It is, however, breaking
down some of the previous specialisation in academic backgrounds, and leading to a
process of ‘unsystematic enrichment’ by bringing in researchers with backgrounds in
strategy, international business (IB), macro-level institutional behaviour and micro-level
organisational behaviour.

One could gain the impression that IHRM has ultimately become too important to
be left to IHRM scholars alone, just like the management of human resources in
companies might have also become too important to be left only to members of the
HR department. (Pudelko et al 2015, p128)
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1.8 AN OUTLINE OF THE BOOK

Following this introductory chapter, the text is divided into the three areas of theory we
have already identified.

Part One deals with the background to and explanations for cross-cultural HRM.

Chapter 2 Differing National Contexts introduces the differences between countries in
the way that human resources are managed and gives some detail of the institutional
differences that form part, indeed we argue the major part, of the explanation of
these differences. The chapter outlines briefly some of the theoretical approaches to
institutional differences between countries and market economies and indicates how these
apply to HRM.

Chapter 3 The Impact of National Culture defines the meaning of culture, outlines the
literature on cultural differences, and explores the extent to which aspects of work
practices are nationally or locally based. It uses some previously developed frameworks
and applies these to the world of work.

Chapter 4 Culture and Organisational Life continues this exploration, looking at the
implications of operating across national cultures for concepts of business, management
and HRM. It acts as a bridge chapter between Part One and some of the topics covered
later in the book. It signals the complexity of linking culture to organisational life, and
places cultural analysis into some broader frames. It outlines the impact of culture on
organisational behaviour and HRM practices, and the mechanisms through which
national culture shapes HRM. It applies culture to some other developments, such as
corporate social responsibility or changes in attitudes across generations. Finally, it
examines some of the individual-level consequences of culture such as multiculturalism
and cultural intelligence. It places these in the context of the cultural interpretation work
that takes place inside international organisations.

Part Two addresses the issue within comparative HRM, exploring the way that
different aspects of HRM practices vary across national boundaries. It is important that
you understand that in these topics there is no longer a simple divide between
comparative and international HRM modules. Many of the topics and issues covered
under a comparative theme would find relevance on a course on IHRM. To provide an
example, in the chapter on recruitment and selection, the discussion of the impact of
culture on practices is used to show how an in-country business partner of an MNC has
to understand the local complexities of practice — a topic easily taught under an IHRM
banner. Similarly, the coverage of new developments in global mobility and resourcing in
that chapter could well be taught alongside traditional IHRM topics of expatriation. We
have adopted this structure to best organise the material, but stress that the conceptual
divide between Parts Two and Three — and the relative number of chapters in each Part —
should not be seen as indicative of the best way to either teach or learn about these topics.
In the world of actual HRM practice, the two perspectives are inherently interconnected.
Part Two, therefore, concentrates principally on key HRM functions.

Chapter 5 Employee Relations and Collective Communication explores the range of
structures of employee relations common in Europe and around the world. It examines
the differences in the meaning and role of unions and other representative employee
bodies. It draws attention to the role of history, national cultures and legal institutions in
influencing these structures and bodies, and signals what this means for the managers of
people.

Chapter 6 The Organisation of Work is a new chapter that introduces the topic of work
organisation and reviews international variation in practices of direct communication. It
considers Taylorism and other broader-based alternatives. It examines how these
alternatives are applied in different countries and explains the bases of cross-national
comparative variation in work organisation.
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Chapter 7 Flexibility and Work-Life Balance explores trends in the issue of flexible
working practices and patterns. Flexible working practices include the development of
such approaches as part-time employment, short-term employment and a host of other
non-standard working forms. It explores the similarities and differences in the use and
meaning of such practices across national boundaries and considers the impact of these
practices at national, employer and individual levels, as well as the implications for HRM
specialists. Finally, it looks at developments concerning work-life balance in an
international context.

Chapter 8 Recruitment and Selection explores and compares some of the ways in which
organisations across different countries act in order to obtain and retain the kinds of
human resources they need. The chapter examines the resourcing process: making sure
the organisation has people of the right quality. It therefore looks first at recruitment and
selection and considers the ways in which culture can be seen to influence such local
HRM practices. However, much international recruitment today is carried out in the
context of global resourcing strategies and increasingly global labour markets. The chapter
therefore also looks at global skill supply strategies and the role of recruitment in the
internationalisation of the organisation. Having outlined the main practices involved, it
looks at the comparative factors that lead to differences in labour markets, the role of
legislation and institutional influences on resourcing. Finally, it introduces some of the
questions that these developments raise about the recruitment of international employees.

Chapter 9 Performance Management defines performance management and performance
appraisal and provides an overview of their western origins. Typical approaches to
performance management within MNCs are described with reference to the elements of
planning, managing and reviewing. The chapter then considers the factors which impact
performance management in different contexts and presents a comparative analysis which
includes the influence of culture.

Chapter 10 Rewards explores the nature of rewards and the different bases of pay. It
considers a number of theoretical perspectives important for the study of rewards such as
agency theory, socially healthy pay and distributive justice. The links between national
culture and rewards practice are explored and attention is given the international
differences in the incidence of pay for performance and comparative evidence on best
practice.

Chapter 11 Training and Development identifies key trends, similarities and differences
at country level in relation to vocational education and training systems. It also explores
workplace and on-the-job training. Finally, attention is given to management development
and comparative experiences of this.

Chapter 12 Global HRM Departments looks at similarities and differences at country
level in relation to the meaning of HRM, the role of the national institutes, and the role of
the HRM department in terms of issues such as strategic integration and devolvement. It
examines the cross-national differences in the place or role of HRM departments and
outline the differences between countries in the allocation or assignment of HRM tasks
to line managers. It considers the potential effects of outsourcing, shared services and
e-HRM on the role of the HRM function and evaluates the bases of cross-national
comparative variation in the role of HRM departments. Finally, it considers the potential
of MNCs’ global HR departments to fulfil global roles, and the challenges they face in
so doing.

Part Three of the book deals with IHRM, the way that different organisations respond
to, deal with and exploit the different cultural and national institutional contexts within
which they have to operate.

Chapter 13 International HRM: Theory and Practice examines the link between
strategic ITHRM and international business strategy, applying various theoretical
perspectives to strategic IHRM. The chapter explores key issues in IHRM, such as the
importance of context, forms of organisation and the ever-present tension between
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differentiation and integration. A range of different theories that can act as lenses for
examining these issues are outlined and evaluated. Finally, the chapter explores a potential
model of global HRM.

Chapter 14 Managing Expatriate Assignments considers the most widely discussed
aspect of IHRM activities — managing people on international assignments. It examines
how international assignments link to an organisation’s international strategy and
evaluates the main trends in the nature of expatriation. It looks at the whole expatriate
management cycle, giving particular attention to theory versus practice in international
manager selection. The antecedents to adjustment in international assignments are
considered, as is the challenge of designing appropriate pre-departure preparation
programmes for expatriates. Finally, the issue of repatriation is examined.

Chapter 15 Managing Diversity in International Forms of Working addresses issues of
diversity in international organisations. This chapter examines the various forms of
international working and assesses the pros and cons for international enterprises of using
each form. It considers what should be involved in measuring the value of international
assignments. Attention is given to the strengths and weaknesses of various forms of
diversity initiatives in international organisations, and how organisations could increase
the number of women in international management. The problems of assessing
performance in international work are discussed. Finally, the chapter examines the
challenge of managing international management teams.

Chapter 16 Integrating Global HRM Practices takes a strategic view of some of the
developments in IHRM that are occurring as a result of decisions being made about the
function and the scope and scale of its activities. It examines how, as organisations
implement global operations, the IHRM function can help facilitate this. It looks at the
integration mechanisms provided by the corporate centre, and how they manage the
balance between global integration and local responsiveness. It reviews debates around
county of origin, country of management and hybridising processes on the nature of
THRM and analyses the processes involved in the transfers of HRM practices. By focusing
on the nature of operational integration in IHRM, it looks at three particular practices:
global leadership and management development, global performance management and
global talent management.

Chapter 17 Globalising HRM, the final chapter, explains the nature of subsidiary
knowledge flows in MNCs and the challenges they face when trying to manage multi-
directional knowledge transfers in MNC:s. It identifies a series of integration mechanisms
used in the pursuit of global knowledge management strategies in order to create
intellectual, social and emotional integration within the global organisation. It examines
the role of knowledge management and knowledge transfer between international
operations, and the issues involved in building organisational capability through global
expertise networks. It reviews how different types of ‘HRM architecture’ help enable these
knowledge flows. Finally, it positions employer branding as part of a longer-term strategy
to create social and emotional integration within an organisation and examines what is
involved in managing the perceptions of the external and internal labour market.

1.9 WHAT IS NEW ABOUT THIS EDITION?

This is the fourth edition of this book. As can be seen, the chapters in this edition are a
little different from the previous edition. In general terms we have broadened the
geographical coverage of the vignettes and case study examples, with more examples from
Asia. We have strengthened and updated the institutional perspectives throughout the
book, and in Part One through the addition of a chapter on differing national contexts.
We have updated the coverage of national culture, in terms of methodological critiques
and advances, a review of the work that has applied the concept of culture in the last five
years, but also by bringing in more material around individual consequences of culture,
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such as multiculturalism, and the cultural interpretation work that is done by
international managers. All of the functional chapters in Part Two of the book have been
updated to pick up developments in both the literature and practice in the last five years.
Chapter 12 has undergone a very significant review and updating and serves as a bridge
chapter into Part Three of the book. Part Three of the book on IHRM has undergone a
significant set of revisions. We have re-balanced the number of chapters and have
introduced more material into this part. Chapter 13 on IHRM theory has more material
on the 'born global' issue, and brings in more discussion of the knowledge-based view of
the firm and absorptive capacity. Chapters 14 and 15 on expatriation and the variety of
forms of international working have been updated to include the latest trends and
developments. Chapter 16 provides a deeper analysis of the issues involved in HR practice
transfer, global integration and local responsiveness, and management development, and
introduces global talent management. Finally, we have also brought in much new work on
global knowledge management and employer branding to Chapter 17.

? REFLECTIVE ACTIVITY 1.5

e From your experience and study of the subject, what do you consider to be the key elements
of ‘best practice’ in HRM?
e To what extent can these be applied on a global level?

(Identify the reasons underlying your arguments.)

? REFLECTIVE ACTIVITY 1.6

e Imagine that you are a human resource manager in a domestically based company that has
decided to operate internationally. You have been charged with sorting out the HR effects of
the decision.

e What questions should you be asking?

® Much of our initial understanding about IHRM was traditionally based on the
study of MNCs.

o Definitions of IHRM have concentrated on examining the HRM issues, problems,
strategies, policies and practices which firms pursue in relation to the
internationalisation of their business.

e The additional complexities of managing an international workforce in
organisations that are internationalising call for a different mindset and different
skills for practitioners.

o Internationalisation is also becoming more widespread. The levels of foreign
direct investment can be huge although these developments are always fraught
with risks and uncertainties.

o There are continental shifts occurring in the focus of this economic activity,
leading to new patterns of mobility and trade, and MNCs dominated by new
mindsets and approaches.
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e We are also witnessing the global transfer of work — either in terms of the
creation of new jobs or through the global sourcing of certain parts of an
individual’s or unit’s work. This is having a major impact on the type of
organisations and nature of work that remain viable in different parts of the
world.

@ Rather than just studying the operation of MNCs, the subject matter of IHRM is
best covered under three headings: exploration and explanation of national
differences in HRM; specific aspects of comparative HRM practice; and
international HRM.

@ These three fields each show that there is an increasingly wide set of contextual
factors at play. Each field has expanded in depth, in parallel with the
progressively complex problems of internationalisation. We devote a separate
Part of the book to each approach.

From your experience and study of the subject, what do you consider to
be the key elements of ‘best practice’ in HRM? To what extent can these
be applied on a global basis? Identify the reasons underlying your
arguments.

)

2 Imagine that you are a HR manager in a domestically based company that
has decided to operate internationally. You have been charged with sorting
out the HR effects of the decision. What questions should you be asking?
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The following websites provide useful information:

The United Nations Conference on Trade and Development (UNCTAD) website can
provide updated information on transnational organisations:

http://unctad.org/en/pages/home.aspx

CIPD International Research:

http://www.cipd.co.uk/global/

OECD guidelines for multinational enterprises:
http://www.oecd.org/daf/inv/mne/oecdguidelinesformultinationalenterprises.htm

The International Labour Organization publications and reports can be found at:

EXPLORE FURTHER ﬁ

http://www.ilo.org/global/publications/lang-en/index.htm
The World Federation of People Management Associations website:

http://www.wfpma.com
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CHAPTER 2

Differing National Contexts

LEARNING OUTCOMES

When you have read this chapter, you will:

o understand the cultural and institutional bases for differences between countries in the way they
manage their HRM

o appreciate the arguments concerning convergence and divergence

o be able to identify some key areas of similarity and difference in HRM practice between countries.

2.1 INTRODUCTION: CULTURE AND INSTITUTIONS

We have made the point that HRM is thought of, understood as, carried out, and
measured and judged in different and distinct ways in different countries. So what
explains these differences? We reject the notion that the reason is just that some countries
are more backward than others and have yet to adopt ‘best practice’. We believe that the
differences exist because people are trying to do different things to achieve different
objectives in different circumstances (Brewster and Mayrhofer 2012). And the reasons that
they have different HRM policies and practices may lie in either cultural differences
between societies or in institutional differences between them.

We explore the notion of culture and its effect on the objectives and practices of HRM
in detail in the next two chapters and by implication throughout the book. Here we just
‘headline’ the topic and address the relationship between cultures and institutions before
going into more detail on the institutional differences between countries and groups of
countries.

There are numerous definitions of culture and, taking into consideration different
proxies used in social science literature (for example, country of origin, world outlook,
philosophy of life, etc) to equate to culture, it is becoming increasingly difficult to come
up with the definitive definition! Popular definitions are those by Hall (1977) — a sum of a
people’s learned behaviour, patterns, and attitudes; Hofstede (1993) - the collective
programming of the mind that differentiates members of one social group from another;
and Trompenaars (1993) - a shared system of meanings, the way a societal group tends to
solve the problems related to relationships with others, time and the environment. Clearly,
the deep-seated values that people hold, especially around relationships with other human
beings in terms of the importance of family, hierarchy and communitarianism, for
example, will have a significant impact on the way people are managed within
organisations.

Of course it is difficult, theoretically and empirically, to establish how to measure
cultures, which partly explains why the measures used by the most popular authors are
incompatible (Avloniti and Filippaios 2014). It is also difficult to prove that values related
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to HRM are determined by culture (Gerhart and Fang 2005; Taras et al 2009) and, indeed,
most cross-cultural studies suffer from a failure to demonstrate a causal link between
cultural dimensions of a nation and its specific behaviours and actions (McSweeney 2002).
In other words, not all actions can be explained by cultural motives, and other factors,
institutional effects, need to be considered also. Cullen et al (2004) proved that such
seemingly exclusive cultural factors as achievement, individualism, and universalism
positively relate to four institutional factors: economy, welfare socialism, family strength,
and the level of education. Chiang (2005) found that employee preference for individual/
group rewards was in part caused by a perceived link between performance and rewards,
and not purely by the national culture of the respondents. Similarly, the relevance of job
security was affected by factors other than culture, such as downsizing and layoffs
(institutional practices) and a current recession (external environment). To summarise,
national culture, albeit an important concept, is not the only explanatory factor behind
differences in behaviours across nations (Tsui et al 2007).

Kostova and Roth (2002) suggest that it is not the national culture but rather the
institutional environment that is ‘responsible’ for differences in organisational behaviours
in different national markets. The institutional approach emphasises the clearly
measurable differences in practical, generally physically existing, differences between
countries. There is, although not much discussed, the basic physical environment: the size,
natural climate, infrastructure, age profile and wealth of a country. These affect the ways
that businesses can function in that particular environment. Then there are the ways that
society is structured: its systems of politics, law, education, labour markets, class structures
and social relationships. These form the background of the differing business systems
within each country (Brewster and Mayrhofer 2012; Wood et al 2012). Each of these
relationships, factors, and systems directly affects the way that businesses operate and how
they manage their people. Meyer and Rowan (1977, p341), in their now-classic definition
state that institutionalisation is the means

by which social processes, obligations, or actualities come to take on a rule-like
status in social thought and action.

What is the relative impact of culture and institutions on HRM (Vaiman and Brewster
2014)? Some aspects of the cultural environment (levels of corruption in a society, respect
for hierarchy and the importance of networking between key elites) are obviously beyond
the control of the employing organisation. They can, however, do something to affect even
these factors, as evidenced by the spread of anti-corruption policies, the introduction of
consultative programmes and the attempts that MNCs make to integrate themselves into
significant networks, or to hire people who have those links. Other aspects of culture,
however, can be relatively easily ‘managed out’. Any organisation, particularly the
subsidiary of an MNC, can deliberately recruit employees who are just not ‘typical’ of the
culture or cultures of that country. MNCs can, perhaps, look for locals who share some of
the values and beliefs of the organisation’s home culture. Extensive induction and training
programmes and the widespread ‘corporate culture change’ programmes are attempts to
modify employees’ national cultural beliefs. And, if they do not work, extensive
monitoring and appraisal programmes attempt to force employee behaviour into a
common mould, despite cultural differences.

This is not necessarily the case for the national institutions. The size of the country and
its population and the general infrastructure will impact on HRM. The country’s wealth,
the mix of formal and informal economies, the education system, the role of the
government and the labour market in general are all largely beyond the control of
individual businesses. Businesses have to adapt to the legal system, to the kind of politics
and the political leanings of the government. And beyond all these embedded general
institutional factors there are specific issues applying to HRM more directly. Employment
laws differ between countries so that, for example, the laws on equal opportunities for
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women require different behaviours from organisations in the USA and the EU - what is
required on one side of the Atlantic is unlawful on the other. In Latin American countries
and the Gulf States the picture changes again. Trade unions are illegal in some countries,
required in others and may be more or less supported in yet others. Their role, their
objectives, their structures and their activities vary from country to country (Hyman
1997). Government-provided childcare, training and employment support — and a range
of other programmes - vary significantly between countries. So the business, or its
subsidiaries in other countries, has to cope with the institutional setting in which it
operates. Oddly, this may impact the subsidiaries of foreign multinationals more than
local businesses - MNCs are often under much more scrutiny from pressure groups and
trade unions than local businesses are and legitimacy and acceptance may be more
important to them. It is easier for local businesses to ‘find ways round the legislation’ or to
become overtly involved in political processes than it is for MNCs.

Overall then, the impact of institutions on multinational enterprises is heavy, but the
impact of culture may be less and may be more easily managed (Vaiman and Brewster
2014). In areas where institutional impacts are largely absent (performance appraisal,
perhaps) then culture may play a bigger role in explaining differences between countries
in their HRM. Where the impact is direct (employment legislation on dismissals in some
countries, for example), then any cultural influence is likely to be weak or channelled
through the institution - in this case the law.

2.2 INSTITUTIONAL APPROACHES TO COMPARATIVE HRM

Hence, given the power of the institutional analysis in explaining national differences in
HRM we need to understand the nature of institutional theory. In comparative HRM
there are very obvious and visible institutional differences which explain most of the
variation. In HRM terms, for example, it is not likely that the same approach to
recruitment would be as cost-effective in an African country, with only 20% of the
population in a formal job and few people with good education, as in a Scandinavian
country where almost everyone already has a job and all are well educated. MNCs do not
pay people in Samoa the same rates that they pay in Canada. Consulting with the
workforce in a fully unionised country is not the same as consulting with one in a country
where trade unions are illegal. Non-discrimination policies in Malaysia, where the law
gives a privileged position to native Malays, is not the same as it is in the Netherlands,
where discrimination on the grounds of race is unlawful. Gender equality looks different
in the USA, where quotas are allowed, to the EU, where quotas are unlawful, and different
again in Saudi Arabia. The examples could be multiplied.

Organisations operate within a specific political, economic, social and technological
environment largely determined by history. In order to be effective in that environment
these organisations need to manage in ways that recognise the local circumstances and
create and sustain legitimacy with key stakeholders. This view is drawn from socio-
economics and is known as institutional theory. We will draw out the HRM implications
of such an approach. We shall apply these ideas to the challenge of globalising HRM, and
in particular trying to transfer practices around the world, in Chapters 16 and 17.

However, at this stage it is important to note that the socio-economic school developed
largely in opposition to the rational hierarchical view common in modern economics that
sees human beings, and the organisations they control, as making logical decisions, based
on strong property rights for owners, that are designed to maximise their own self-interest
(Powell and Di Maggio 1991; Shleifer and Vishny 1997; North 1990). It has been argued
that the socio-economic literature can be divided into three main schools or traditions: the
comparative capitalisms literature, business systems theory, and regulationist thinking
(Wood et al 2011). For all these schools the central notion is that an organisation is
embedded in the society in which it operates and whilst that provides a series of
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supportive complementarities (one part of the system ensures the success of other parts) it
also provides a series of constraints on how the organisation can behave. One problem
that the socio-economic theories are now struggling with is, if societies are embedded and
complementary, then how does the change that we see going on around us occur? That
generally ignored question is beginning to be addressed in the latest literature on the topic
(Thelen 2014).

The different forms of society that institutions produce have been divided by
researchers according to relationships between organisations (such as between different
companies, between companies and the state, etc), and within organisations — between the
owners, managers and employees and other workers (Whitley 1999). Hence, institutional
theories may go much wider than HRM but they have an obvious relevance for it.

In each society there is of course room for variation (Walker, Brewster and Wood
2014). But, despite this, according to institutional theory, each society tends to have a
common paradigm about ‘appropriate’ or even ‘effective’ ways to do things. Most
organisations within a society operate in broadly the same way, because there are a range
of pressures on them to do so (DiMaggio and Powell 1983; Meyer and Rowan 1977;
Strauss and Hanson 1997). Organisations that step too far out of line — break the law for
instance — get pressures that do not apply to those who conform. So firms operating in the
same environment tend to adopt similar HRM practices - referred to as ‘isomorphism’
(Kostova and Roth 2002). Rosenzweig and Nohria (1994), using institutional theory,
argued that, of all the management functions, it is HRM that tends to most closely adhere
to local practices, which are often mandated by local regulation and shaped by strong local
conventions. Within HRM they see the order in which six key practices most closely
resemble local practices as: time off, benefits, gender composition, training, executive
bonus and participation. Where there are well-defined local norms for the HRM practices,
and they affect the employees of the affiliate organisation, practices are likely to conform
to the practices of local competitors.

Think of three or four other HRM practices.

In what order would they fit onto this list, in terms of their likely alignment with local practices?

For the rational hierarchical theorists, if society is to work best then profit-seeking
individuals must be as free as possible to pursue their objectives - it is not possible for
them to be entirely free but clearly institutions like trade unions, for example, are a
restriction on their effectiveness (North 1990). North, whilst noting the relationship
between the organisation and its context, believed in the minimum of regulation and
interference. There is a resonance from such theories to neo-liberalism in politics and to
‘flat world’ theories which argue that the world is converging, through technology, to
being ever more similar, leading, eventually, to convergence in management practices
globally (Friedman 2007; Kidger 1991). La Porta et al (1998) argued that the common law
(judge-made) legal systems were likely to privilege owner rights whereas civil law
(constitution-based) systems would provide rights to a much wider grouping. There have
been other suggestions that variations are determined by, for example, political systems
(Pagano and Volpin 2005) or political ideology (Roe 2003). Common to these views is
the notion that rights are a zero-sum game: if owner rights are stronger, then others’
rights must be weaker (Djankov et al 2003). The notion (see Kochan and Ostermann
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1994, for example) that mutual co-operation would be beneficial to all is not
acknowledged.

Interestingly, when these theories have been tested against HRM practice (Goergen et
al 2009a, 2009b; Wood et al 2009), it seems that the political theories explain almost
nothing and the legal theories only a little, and then not quite as those authors expected.

2.3 COMPARATIVE CAPITALISMS

Institutions do not exist in a vacuum. They evolve with history and practice (Hall and
Soskice 2001; Boyer 2006). The fall of the Berlin Wall and ‘market’ reforms in China led
to a reduced focus on the capitalism/communism divide and increased attention to the
different forms that capitalism takes. Why did the more regulated economies in
continental western Europe and Japan out-perform more ‘archetypal’ capitalist economies
such as Britain and the USA through much of the 1980s; why did the latter outperform
the former in the 1990s and early 2000s and why has the pattern reversed again in the
recent past? (As Wood et al 2010 point out, the even better performance of the Nordic
countries was largely ignored). There have been attempts to create comprehensive
syntheses that cover ownership rights, legal and political institutions and many other
institutions in over-arching theories.

In Capitalisme contre Capitalisme (1991), Michel Albert, a former director of the
French Planning Agency, distinguished an ‘Anglo-Saxon’ capitalism (principally the USA,
but also the UK) from a continental, West European type of capitalism which he labelled
the ‘Rhineland’ model. The former is a ‘shareholder economy’ under which private
enterprise is about maximising short-term profits for investors rather than any broader
harmony of interests. In contrast, the ‘Rhineland’ model may be seen as a regulated
market economy with a comprehensive system of social security. Government, employers’
organisations and labour unions consult each other about economic goals in order to try
to achieve a harmony of interests (Bolkestein 1999). In short the Rhineland model is a
‘stakeholder economy’ in which competition and confrontation are avoided in the belief
that they undermine sustainable, stable economic growth. Patrolling this economy is the
state, which variously acts as a referee, guarantor, employer and owner.

The comparative capitalisms literature (Dore 2000; Hall and Soskice 2001; Hancké et
al 2007; Jackson and Deeg 2008; Lincoln and Kalleberg 1990; Thelen 2014) followed this
analysis. It saw societies as webs of relationships that were interdependent. The earlier
accounts drew a dichotomous distinction between two distinct varieties of capitalism: the
Anglo-Saxon, liberal market economies (LMEs) and the collaborative market economies
(CMEs) of continental north-western Europe (particularly Germany) and Japan. In the
LMEs, shareholders are more powerful and the system largely works to maintain their
freedom to pursue their rational hierarchical interests. Within the latter, other
stakeholders - such as governments, local governments, trade unions and consumer
groups — share power (Dore 2000). Unlike previous approaches, these authors argued that
both systems were self-reinforcing and both could be successful in terms of organisational
and societal performance. Societies that did not fall into one of these two categories
would be less successful and pressured to move towards either the LME or the CME
model.

The differences between the two systems are reflected in HRM institutions. For
instance, in LMEs, trade unions have fewer members and are weak, external labour
markets (with as few limitations on hire and fire as possible) predominate; individuals
have fewer rights at work; much of education, training and welfare relies on the private
sector or is absent; and employment legislation puts few constraints on the kinds of
contracts that can be applied in the workplace. In CMEs, unions often are well
supported and have influence through legal and industrial muscle; internal labour
markets are preferred where people stay with the same employer; the state supports
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education and training and provides welfare provisions (so that, for example, employees
who have lost their jobs can be paid whilst they retrain for another one); and
employment legislation determines important elements of the employment contract -
working hours, holidays, non-discrimination, communication rights, and security of
tenure.

The comparative capitalisms literature has been criticised for assuming that all
complementarities are positive (Crouch 2005a; Deeg 2005; Streeck 2005); for ignoring
substantial differences within nation states (Hollingsworth 2006; Whitley 1999) and for
not being able to explain change (Boyer 2005; Hollingsworth 2006). The dichotomous
approach has been critiqued as being too simplistic and Hall and Thelen (2006)
proposed a third set: ‘mixed market economies’ found in France and southern Europe.
Despite this, however, survey evidence does point to the persistence of widespread
packages of practices in LMEs and CMEs such that the dichotomy can provide a
theoretical basis for comparison. The research has found that LMEs and CMEs have
quite distinct practices in relation to financial participation (Croucher et al 2010; Le et al
2013; Poutsma et al 2013); working time flexibility (Richbell et al 2011); in corporate
social responsibility policies and on the link between HRM and firm performance
(Goergen et al 2012).

2.4 BUSINESS SYSTEMS THEORY

The business systems literature attempts to overcome some of the limitations of the
varieties of capitalism theories. As the name implies, the business systems approach is
also rooted in the embeddedness of organisations within a network of complementary
relationships, but argues that these are constantly under pressure from firms
innovating and experimenting in order to gain competitive advantage (Morgan 2007,
p136).

7 KEY FRAMEWORK
@ Comparative characteristics of business

The nature of the firm

o the degree to which private managerial hierarchies co-ordinate economic activities

o the degree of managerial discretion from owners

o specialisation of managerial capabilities and activities within authority hierarchies

o the degree to which growth is discontinuous and involves radical changes in skills
and activities

o the extent to which risks are managed through mutual dependence with business
patterns and employees

Market organisation

o the extent of long-term co-operative relations between firms within and between
sectors

o the significance of intermediaries in the co-ordination of market transactions

@ stability, integration and scope of business groups

o dependence of co-operative relations on personal ties and trust

Authoritative co-ordination and control systems

e integration and interdependence of economic activities
e impersonality of authority and subordination relations
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@ task, skill and role specialisation and individualisation

o differentiation of authority roles and expertise

e decentralisation of operational control and level of work group autonomy

e distance and superiority of managers

o extent of employer—-employee commitment and organisation-based employment
system.

(Whitley 1991)

In business systems theory relationships within the organisation are a central feature
(alongside the links between organisations) and the link to HRM is even clearer. Whitley
(1999) defines the links in terms of the degree of employer-employee interdependence and
the degree of delegation to employees. The former includes the extent of security of tenure
and the extent to which each side has committed resources to continuing the relationship:
spending on training by the employer and the development by the employee of capability
specific to that firm. Delegation might include the extent of collective bargaining, works
councils, consultation, team working, suggestion schemes and quality circles. Brewster
et al (2008) found a strong relationship between variations in delegation and
interdependence and country context.

On this basis, the business systems literature has identified a more complex range of
model variations. Thus, for example, Whitley (1999) identified six archetypical business
systems (see Table 2.1).

Wood and Frynas (2006) identify a seventh business system archetype: the segmented
business system found in tropical Africa, where a large proportion of jobs are in the
informal sector and a tradition of patriarchal management means delegation is unlikely.
Jobs tend in the main to be short-term, poorly paid and insecure (Wood et al 2006).

Amable (2003) identifies five systems: the Anglo-Saxon Market (LME) model, a
continental European (CME) model, Asian capitalism, social democratic (Nordic)
economies and a Mediterranean model. These categories seem to work well against large-
scale HRM survey data (Goergen et al 2009a). Research has found these categories fit the
national differences too: on individual voice (Brewster et al 2014); on collective voice
(Brewster et al 2007a; Goergen et al 2009b); and on training and development (Goergen et
al 2009a; Goergen et al 2012) and on the role and structure of the HRM department
(Brewster et al 2015).

Against these research findings, neither the dyadic options in the varieties of capitalism
literature nor the longer lists in the comparative capitalisms literature and the business
system literature, are particularly helpful in explaining differences in trust (Goergen et al
2012, 2014), recruitment and selection (Wood et al 2014), turnover (Croucher et al 2012)
or downsizing (Goergen et al 2013).

Why might it be that some HRM practices are best explained by the varieties of capitalism
categories, some by the wider comparative capitalisms literature and some exhibit country
differences but do not fit into these categories?
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2.5 REGULATIONALISM

Regulation theory provides a somewhat different perspective on national differences,
arguing that the key is the way that national regulation provides sets of rules (both formal
and informal) that control the innovation and experimentation of firms (Jessop 2001).
The social processes through which institutions develop such regulations form a central
concern of these theorists. Hence, unlike the varieties of capitalism or the business systems
theorists, regulationists assume that change is endemic and every situation is open to
dynamic forces that may lead to change (Jessop 2001; Hollingsworth 2006). And
regulations may be found at every level - supra-national (EU rules or United Nations
goals, for example), national, regional, sectoral, etc (Boyer and Hollingsworth 1997;
Hudson 2006).

Regulationist thinking tends to be in the critical tradition and argues that the elitist
short-termism of the shareholder model is dysfunctional for society as a whole and that,
despite the pressures of globalisation, regulation to control owner power and to develop
work and employment relations that entrench worker rights and promote dignity will also
lead to economic success and long-term growth. The global financial crisis that began in
2008 provided a significant challenge to the LME-style shareholder value orientated
model; an excessive concentration on short-term shareholder value led to uncontrollable
speculation and a lack of attention to developing sustainable methods of wealth creation.
It seems that many of the export-reliant CME economies, though initially hit by reduced
opportunities to sell their product to the USA and the UK, for example, have proved
better at coping with the economic stresses and have come through the crisis in better
shape.

An important critique of all these institutional theories is that they are heavily focused
on the WEIRD (Western, Educated, Industrialised, Rich, Democratic) countries (Henrich
et al 2010) and ignore many parts of the world. This is gradually changing. Researchers
have applied institutional theory to the European ex-communist countries (Lane and
Myant 2007), including classifying Russia as Kremlin Capitalism (Blasi et al 1997) and
Serbia as ‘wild capitalism’ (Upchurch and Marinkovi 2011), and to Latin American, or
‘hierarchic market economies’ (Schneider 2009). Indian capitalism seems to remain
unclassified and it is unclear where the capitalist/communist states of China and Vietnam
fit in (Collins et al 2012). The field is developing (see also Demirbas et al 2012; Karademir
and Yaprak 2012; Wood and Frynas 2006), but significant gaps remain in this literature.

In summary, looking back over the last three sections, institutional theory focuses on
the ‘taken-for-granted’ character of social institutions such as religion, work, family,
politics (Berger and Luckman 1967) and explains how these realities are created and then
institutionalised. In the management sphere, organisational structures, to take one
example, are not determined by an organisation’s work activities, and the demands made
by competition and the needs for efficiency as much as we might believe (DiMaggio and
Powell 1983). Rather, they arise as a reflection of rules that become rationalised in the
search for legitimacy and recognition. From the perspective of institutional theory,
organisational decision-making is not an outcome just of strategic choice, but also of
powerful social forces within and outside organisations. External ‘institutional agencies’
can create a drive for similarity in unrelated forms (called ‘isomorphic processes’) within
any particular organisational field (which is defined as an aggregate set of organisations
that constitute a recognised area of institutional life). There are three isomorphic pulls
(DiMaggio and Powell 1983):

e Coercive: pulls resulting from pressures of external institutions such as the state, legal
environment, cultural expectations of societies.

e Mimetic: where organisations model themselves on other organisations in their ‘field” as
a standard response to uncertainty (triggered for example through attempts at
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benchmarking, global performance metrics, employee transfers or through agencies such
as consultancies).

o Normative: the pulls that result from the professionalisation of functions and
individuals, such as through educational institutions or through practice dissemination
by professional networks.

Institutional theory also focuses on the role of agencies within an organisation. The
environment is considered to ‘enter’ the organisation through processes of ‘imposition’,
‘acquisition’ and ‘authorisation’. There is also a series of ‘pulls’ exerted by the internal
agents from within an organisation (Scott 1987; Westney 1993). These include:

o ‘inducement’ of organisational structure (for example where an organisation that lacks
power to impose patterns on other organisations instead offers inducements such as
funding or certification)

e ‘incorporation’ (for example where organisations come to replicate salient aspects of
differentiation that can be found in their environment within their own structures)

o ‘bypassing’ (for example where shared values are so institutionalised they can substitute
for any formal structure)

e ‘imprinting’ (for example where an organisational form retains some of the patterns that
were institutionalised at the time its industry was founded).

Institutional theories (Amable 2003; Hall and Soskice 2001; Westney 1993; Whitley
1999) have examined sectoral or occupational variations and variations between states and
have developed a number of different forms. However,

‘[a]lthough new institutionalism has many faces and indeed has taken on a number
of guises, its central tenets remain consistent’. (Wood et al 2012, p28)

There have also been calls for more research into IHRM to take account of these
frameworks (Delbridge et al 2011). That was already being done, but has now developed
considerably and these theories have now been tested on a number of aspects of IHRM.
The institutional theories have left a strong mark on conceptual work in the area of IHRM
and increasingly on the empirical work where institutional theory has been used to:

o examine the HRM practices found in foreign-owned subsidiaries of multinationals in
terms of the degree of global ‘integration’ or ‘standardisation’ versus local
‘responsiveness’ or ‘local adaptation’ (Rosenzweig and Nohria 1994; Bjérkman and Lu
2001; Rosenzweig 2005)

e attempt to identify how differently foreign MNCs manage their people compared to
indigenous MNCs (Farndale et al 2008; Ferner and Quintanilla 1998; Wood et al 2009)

o compare HRM practices across countries (Brewster et al 2006; Gooderham et al 1999;
Tregaskis and Brewster 2006).

2.6 WHAT DO THESE THEORIES MEAN FOR HUMAN RESOURCE MANAGEMENT?

The link between these institutional theories and HRM is clear. Like the cultural theories
(as discussed in the following chapters) they imply that it is unlikely that HRM practices
will work the same way in all contexts. Institutionalism reminds us that some practices
that are seen as standard in some countries will be seen as unusual or even unlawful in
others (Brewster and Mayrhofer 2011). Even where they are not, if they cut too radically
across the local norms they will risk employee or trade union or pressure group reaction.
Either way, imposing such practices may be dysfunctional for internationally operating
organisations (Brewster et al 2008; Farndale et al 2008; Stavrou et al 2010). The debate
between the desire of many organisational leaders to standardise their policies and
practices and the need to be conscious of and adapt to local requirements is addressed in
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detail in Chapter 16. The institutional theories, like the cultural theories, steer us towards
specific aspects of what needs to be managed.

What about the other side of the coin - the effect of the MNCs on local economies? Do
MNCs in fact introduce new practices from their home base into local economies, thus
enhancing globalisation and convergence? It is true that they do behave differently in
HRM from local companies — but not so differently (Brewster et al 2008; Farndale et al
2008). And even here the different business systems of the host countries influence and
constrain the business strategies and managerial practices of the subsidiary, despite
headquarter pressures (Lane 1998). We explore this issue further in Chapter 13 when we
look at IHRM theory.

2.7 THE USA AND THE REST OF THE WORLD

So if there are these differences, what does that imply for our understanding of HRM? The
concept of HRM was developed first in the USA and it is still the American specialists and
the US-based journals that drive the subject. Our critique of the universalist paradigm,
however, indicates that US conceptions of HRM may not apply around the world. Whilst
there is much to be learned from the USA, and the policies and practices of US MNCs
and the academic conferences and journals remain the touchstone for thinking about
HRM, it is also important to understand what and why things are done differently
elsewhere.

Brewster (1994) has pointed out that a core assumption of North American HRM is
that the employing organisation has a considerable degree of latitude in regard to taking
decisions on the management of personnel, including inter alia: the freedom to operate
contingent pay policies; the option of an absence of or at least a minimal influence from
trade unions; and an assumption that the organisation has sole responsibility for training
and development. In other words, central to the notion of North American HRM is an
assumption of considerable organisational independence and autonomy. This assumption
is reasonable for companies in the USA, given the weakness of the trade union movement
there and the comparatively low levels of state subsidy, support and control. It also fits
comfortably with the neo-liberal notion that the state should interfere in business as little
as possible and that it is the right of individuals to do the best for themselves that they can
without external interference (Guest 1992). The question is: how viable are such
assumptions elsewhere in the world?

In this section, we look critically at a number of issues that make the USA, as one
cultural authority put it, ‘quite untypical of the world as a whole’ (Trompenaars 1993).
Many of our examples are taken from the European context, but we argue that they also
apply elsewhere around the world. We examine:

o the role of the state

o the role of legislation

o the role of trade unions

o the role of ownership patterns.

2.7.1 THE ROLE OF THE STATE

In terms of the role of the state, the legislation that determines the firm-employee
relationship is a product of a wider, normative conception of what role the state should
play within the economic arena. In Europe it is typical for governments to be major
employers in their own right, since the public sector forms a substantial proportion of the
total economy (as much as half in Norway, for example). In addition, these governments
subsidise jobs extensively. At the end of the twentieth century nearly a quarter of the
French labour force, at least in the formal sector, relied on government support, whether
in the form of unemployment benefit or subsidised jobs (Pedder 1999, p11). In other
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countries, particularly for example amongst employed people in some African states, these
figures may be higher.

On becoming unemployed, workers in the USA initially receive a level of benefit of
about two-thirds their income — not far below levels in much of Europe. But those benefit
levels reduce very quickly. In many European countries, in contrast, benefits are either not
time-limited or last for a long time. It has been argued that this minimal margin between
benefits and wages for the low-skilled unemployed represents a serious disincentive to
seek new jobs: a French study reported by Pedder (1999) showed that people at work in
France are five times less likely to lose their jobs than those in the USA, but that the
unemployed in France take five times longer to find a new job. On the other hand, the
‘flexicurity’ economies of Denmark and the Netherlands are built on the assumption that
people will lose their jobs, the state will support and retrain them, and that they will then
quickly find a new job (Wilthagen and Tros 2004).

2.7.2 THE ROLE OF LEGISLATION

Second, in terms of the role of legislation, we can distinguish three aspects of the legal
influence on HRM:

e employment protection
o legislation on the form of the employment contract
o legislative requirements on the terms of the contract.

In regard to the first of these, Blanchard and Katz (1999) attempted to quantify
differences in employment protection within Europe and the USA. The argument is that
employment protection has three main dimensions:

o the length of the notice period
o the amount of severance pay
o the nature and complexity of the legal process involved in laying off workers.

Blanchard and Katz find that the USA is significantly different from Europe in general
and Italy, Spain and Portugal in particular. There is less protection in the USA. Of course,
in many countries around the world, employment protection does not exist at all.

Legislation on employment contracts exists everywhere but the legislation varies
country by country. In Europe, again, employment contracts are the subject of European-
level legislation. Legislation in Europe goes beyond anything found in the USA, limiting
the ways people can be recruited, the documentation necessary when they start work, how
much they can be paid, how management must consult with them, and a host of other
matters.

There are also marked differences in the legislative requirements on the terms and
conditions allowed in employment contracts. For example, International Labour
Organisation figures show that in the USA almost 80% of male workers and 65% of
working women now work more than 40 hours in a typical week. By contrast, in France
the working week is by law limited to 35 hours, with overtime limited to 130 hours a year.
This policy even extends to making unpaid overtime by senior employees a penal offence.
Subject to health and safety legislation and anti-discrimination legislation employment
contracts in the USA are set by the parties: anything (legal) that an employer and an
employee agree, or are forced to accept, will by and large be accepted by the courts.
Elsewhere, especially in Europe, but also in Canada, New Zealand, Australia and other
countries, employment contracts are constrained — as well as hours restrictions there may
be minimum pay requirements, communication requirements, holidays minima, rules
about the documentation that the parties must provide and so on.

One German authority (Pieper 1990, p82) pointed out that:
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The major difference between HRM in the USA and in Western Europe is the
degree to which [HRM] is influenced and determined by state regulations.
Companies have a narrower scope of choice in regard to personnel management
than in the USA.

This statement could be applied to many other countries outside Europe - but there are
also countries where state regulation of employment is effectively zero.

2.7.3 THE ROLE OF TRADE UNIONS

Another core feature of the USA is the limited role for trade unions. Most workplaces in
the USA are not unionised. In general, studies of HRM in the US universities and HRM
departments in companies do not deal with trade unions - that is the role of labour
relations specialists or departments. In many other countries the role for unions is also
limited - in some they are illegal, but in others the opposite is true. In European states,
legislative status and influence is accorded to unions. Most European countries are more
heavily unionised in terms of union membership than the USA (see Chapter 5) and
employers are more likely to deal with a trade union in a collective bargaining relationship
which sets terms and conditions for all or most of the employees (Morley et al 2000).
Chapter 5 explores this issue in more detail. Closely related to the issue of trade union
recognition is the European practice of employee involvement, with employee
representation required by law in a number of states.

2.7.4 THE ROLE OF OWNERSHIP PATTERNS

Patterns of ownership also differ in different countries. Public ownership has decreased to
some extent in many countries in recent years; but it is still far more widespread elsewhere
than it is in the USA. In some African states and in China, for example, most employment
is in the public sector. And private-sector ownership may not mean the same thing. In
many countries, ownership of even major companies remains in the hands of single
families rather than in the hands of shareholders. By contrast, in Germany a tight network
of a small number of substantial banks owns a disproportionate number of companies.
Their interlocking shareholdings and close involvement in the management of these
corporations mean less pressure to produce short-term profits and a positive disincentive
to drive competitors out of the marketplace (Randlesome 1994).

®

The Channel Tunnel was a technologically making autonomy and were less
unique project and built under enormous  procedurally oriented than the British,
pressure and conflict between partners. It~ but provided less feedback and

was also the subject of international opportunity for mutual adjustment. While
comparative organisational and cultural both nationalities had high personal
research to explore the behaviour of accountability and followed the

British and French managers under a procedures that existed, the French had
common structure (Winch et al 2000). A more control of their work by knowing
series of organisational and behavioural more about it in advance. Power
variables was measured across more emanated more from the personal

than 200 managers. The French managers responsibility of the senior managers
reported higher unit cohesion based on than from the position and control
competition between units. They had systems. The French were more

significantly more work and decision- action-oriented (fonceur) and the British
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more procedural. There were no
differences between the two in terms of
job satisfaction or motivation from pay
and promotion. However, the British were
far more motivated through the use of
feedback (praise and encouragement
from others). This was unimportant to

badly on the job. The boundary between
work and home life was more porous for
the British, and reported stress was
lower. The French managers were by
contrast more distant from colleagues
and shouldered more personal
responsibility, and therefore carried more

French managers. The British were also stress.
more directly job-involved, in that they

Source: Winch et al (2000)
expressed unhappiness when performing

What does all this mean for IHRM practitioners? It implies that — despite the work
outlined in Chapters 3 and 4 - they cannot just simply measure cultural values across
their operations and predict the behaviours that are related to such values. Instead, the
development and success of any specific managerial structures and practice (such as
HRM) can only be explained by giving due cognisance to the various institutional
contexts. Not all management methods are transferable, even where employee values have
converged. The effectiveness therefore of any universal conceptualisation of HRM will
very probably be constrained by the different institutional contexts. This is a powerful
argument in favour of the need for local responsiveness.

Take a few minutes to think about the following options.

e s the way organisations have to go through the processes of recruiting, inducting,
developing, paying and working with staff so similar in every country that general points
about how human resources are managed (or perhaps should be managed) are valid?

o Or, is it the case that things are done so differently in different countries that we have to be
very aware of the location in which human resources are being managed before we can
understand them?

e Or, can we combine these two accounts and, if so, how?

2.5 RCGULATICNALISM

What can we conclude from the discussion presented in this chapter? Part of the answer
lies in the need to be clear about our level of analysis. There will be some aspects of HRM
which may be applicable in any country and any circumstances: every organisation in
every country has to conduct basic HRM practices such as recruitment, payment, etc.
There will also be many aspects of HRM which cannot be understood at that level and
which must be explored at different levels: workplace, sector, national or regional. A focus
on any one of these areas will, like focusing a camera, clarify some areas but blur others. It
does not make either true or false - they are merely different perspectives. In this chapter
we have argued that the national level of analysis is particularly informative, and that it is
often given less priority than it should be. We provide evidence on these issues in the
following chapters.
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? REFLECTIVE ACTIVITY 2.4

Fortunately, perhaps, the field is still open. We can each have our views and our different
interests. Before going further it may be worth asking yourself:

o Where do | stand on the universalist/contextual axis?
e What are my views about the dominance of the US approaches to HRM?
o And what are the implications of my views for my interests in and study of HRM?

o Any analysis of HRM needs to be clear about its level of analysis.

@ There will be some aspects of HRM which may be applicable in any country and
any circumstances: every organisation in every country has to conduct basic
HRM practices such as recruitment, payment, etc.

o There will also be many aspects of HRM which cannot be understood at that
level and which must be explored at different levels: workplace, sector, national
or regional. A focus on any one of these areas will, like focusing a camera,
clarify some areas but blur others. It does not make either true or false — they
are merely different perspectives.

e The national level of analysis is particularly informative, and it is often given
less priority than it should be. We provide evidence on these issues in the
following chapters.

® At the national level, as we show in Chapter 3, HRM can be very different. This
is because of cultural and institutional differences between countries.

e This means that universal ‘best practice’ approaches to HRM, often originating
in the USA (or for multinational organisations at headquarters), should always
be considered critically — are they appropriate for other environments?

o There are signs of these national differences reducing, but the best evidence we
have says that they remain critical. Whilst globalisation seems to be creating
some common trends in HRM it is not reducing the difference between countries
in the way HRM is managed and conducted.

3

KEY LEARNING POINTS

Argue for or against the statement that we are seeing an increasing
convergence of HRM practices within Europe/across the world.

)

2 Inthe light of the arguments produced in this chapter, how do you assess the
notion of ‘best practice’ in HRM?

3 What is the role of individual national governments in HRM policies? What
arguments would you offer for the views that the role of the state is
increasing/decreasing?
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Edward Elgar, Cheltenham. This book explores these issues in depth, looking at
concepts, specific comparative aspects of HRM policies and practices, and the
different ways that HRM is conceived of and carried out in the different regions of
the world.

I BREWSTER, C. and MAYRHOFER, W. (2011) A handbook of comparative HRM.

The CIA world factbook (www.cia.gov/library/publications/the-world-factbook/
fields/2015.html) is an excellent source of information about countries and their
institutions.
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CHAPTER 3

The Impact of National Culture

LEARNING OUTCOMES

When you have read this chapter, you will:

o understand what culture is

o appreciate how national cultures differ

® be able to interpret the major cultural frameworks

o know how to use culture to define attitudes and behaviours at work

® be aware of the dangers of over-generalising from the study of culture.

3.1 INTRODUCTION

In trying to understand the limits to organisational action, there has long been a debate
about the relative importance of either cultural or institutional factors in shaping HRM
practice at the national level (see the previous chapter). For institutionalists, such as
Vaiman and Brewster (2015), people do different things in order to achieve different
objectives; there is as such no need for there to be any conformed doctrine or received
wisdom about best practice, and therefore there is considerable latitude for organisations
to decide in which areas of HRM they can act independently of the host environment, and
in which areas they might have to make more effort to adjust policies. They argue:

much of the differences in HRM between countries are determined by institutional
factors, and that management has more influence over the effect of national cultural
differences than it has over institutional differences and therefore in most cases the
appropriate tests will be tests against institutional differences. Where institutions are
less constraining, cultural differences may be the appropriate template (Vaiman and
Brewster 2015, p151).

Institutional explanations highlight the role of social structures (laws that provide
enforcement, educational and training systems that shape socialisation, and economic
systems that shape incentives) that help individuals make sense of, and in turn make
decisions about, work that will be deemed legitimate, reasonable and appropriate. Cultural
explanations, in contrast, highlight the role of historically determined notions that are
accepted by groups of individuals who share some common historical experience about
what is good, right and desirable (Berry et al 2011). Culturalists would agree with the view
that institutions are politically harder to change than cultures (be they professional,
organisational, or indeed national), but that in history we tend to get the institutions our
culture deserves - that is, cultures play a role in begetting and shaping the attractiveness
of different institutional solutions, and serve to underpin the behaviours within
institutions that sustain such institutions.
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HRM practitioners may wish to temper or intervene to bring about changes in both
cultures and institutions (Sparrow 2009). Neither is easy to achieve, though of course
possible (if the labour market allows it, an organisation might purposefully select people
who are atypical of the local context and attempt to impose an over-riding corporate
culture, or they might purposefully create new institutions or coalitions of actors to
override existing ones).

Differences in national cultures are apparent to any of us, even if we never step outside
our own countries. Information technology and global media bring the world into our
living rooms. We experience many of the manifestations of different cultures through the
films, soaps and documentaries that abound on our screens. Travelling to another country
heightens this sense of difference: food, customs, language, transport, housing,
entertainment — all these everyday things may have to be reconsidered and seen through
other eyes.

At the same time, although we have gained more knowledge about different cultures,
the increasing globalisation of markets, competition and organisations has led many
people to believe that cultures are converging. Advances in telecommunications,
information technology, lifestyles and global consumer products are thought of as leading
to a ‘global village’ in which everyone will be wearing the same brand-name jeans and
trainers while watching MTV on Japanese digital televisions, texting their friends with the
latest mobile phone technology, and sharing what they perceive to be inner truths on
social media websites. The rush to adopt ‘world-class’ manufacturing, logistics and
marketing processes brings with it a belief in the convergence of management practice and
the creation of a global corporate village. Under the convergence argument, management
is management, consisting of a set of principles and techniques that can be universally
applied.

In contrast, relatively recent world events reflect a move towards divergence in cultures.
For example, the tensions in world politics since 11 September 2001 have vividly
illustrated the deep and enduring nature of differences between the values and beliefs of
the western (capitalist) world and those of many Muslim societies. Ethnic conflicts in
Central Europe, Africa and South Asia in the last 30 years have revealed a desire to
protect and reinforce cultural differences between groups.

In this chapter we first explain the nature of national culture and the way in which it
has been studied. In the next chapter we examine the ways in which culture affects
organisational life. In Chapter 16 we explain the ways in which many organisations
attempt to improve inter-cultural competence.

3.2 PUTTING THE STUDY OF CULTURE INTO CONTEXT

We introduced the field of cross-cultural management in Chapter 1. This field - the topic
of this chapter - concerns the understanding, researching, applying and revising of our
assumptions about the core values that differentiate cultures, and then understanding their
implications for behaviour at work.

A number of academic professions have contributed to our understanding of how and
why behaviour appears in specific cultural contexts — anthropologists, sociologists, cross-
cultural psychologists, cultural psychologists, indigenous psychologists, and international
management researchers have all contributed to our understanding of how and why
behaviour appears in specific cultural contexts (Smith et al 2001; Sparrow 2006). This has
led to a host of models, frameworks and theoretical propositions to explain the connection
between national culture, ethnicity and human thought and behaviour, but a good deal of
debate remains (Menon 2004, p135):

National culture has long been an elusive construct, seemingly offering a ready
explanation for observed cross-national differences in values and behaviour, and yet
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very difficult to pin down in terms of definition, structure, or invariant processes
that can yield infallible behavioural prescriptions.

The THRM field has done much to bring the topic of national culture to the attention of
researchers (Aycan et al 2000). There are many conceptualisations of cultural variation
across nations, with perhaps the most prominent being the works of Hofstede (1980,
2001), the GLOBE-project proposed by House et al (2004), Trompenaars (1993), Hall
(1976) and Schwartz (1992, 1994, 2006, 2011).

It is important to realise that people who study culture have to make a number of
tacit assumptions and each of these carries potential biases (Sackmann and Phillips
2004). A ‘framework’ can be seen as a conceptual or real structure that can be used to
help build or expand on an idea. The way in which we conceptualise culture tends to
make it more or less legitimate to ask certain questions and identify different effects of
culture. Using this, we can think about three approaches that have been used in
cultural research.

z KEY FRAMEWORK
@ Three streams of CULTURAL research
Cross-national comparisons: driven by a logic and assumption that ‘culture equals
nation’. This kind of research has been guided by a quest to identify universally
applicable dimensions of national culture to help managers ‘navigate’ in different
countries while doing their work. These dimensions of culture have generally been

identified in large-scale quantitative studies. In this chapter we outline the best-
known of these models.

Study of intercultural interactions: generally initiated once the competitive success of
non-US management models was being questioned (such as the success of Japanese
transplant factories in the USA and the growth of European and Asian multinational
corporations). National culture is still seen as a fundamental source of individual
identification, but within an organisational setting culture is considered to emerge as
a result of a ‘hidden negotiation’ between interaction partners. More attention in this
type of study is given to how people interact across cultures and the characteristics
and processes through which new cultures are formed.

The multiple cultures perspective: based on more recent conceptions of
organisations operating in a multi-cultural context. Organisations are considered to
be home to and carriers of several cultures at levels that include function,
organisation and business unit, profession and occupational group, ethnic group,
project-based network, regional institution, geographical and economic region,
ideology and religion. Developments in information technology have enabled and
accelerated the process of globalisation and new communication media have
brought a wealth of real-time information from remote cultures, thereby changing
patterns of problem solving at work. This approach argues that individuals may
identify with and hold simultaneous membership in several cultural groups.

Today we have therefore ‘inherited’ a number of dominant constructs from these early
studies — and these will be covered in this chapter. But first it is important to note how we
got to the understanding that we have today.

Much work in THRM has been driven by assumptions that national culture constrains
rationality in organisational behaviour, management philosophies and practices, and in
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society at large. Therefore we need to think about the idea of ‘fit’ - that certain HRM
practices better fit into specific cultural contexts. Theories have examined national culture
at different levels of analysis, ranging from behaviours and practices, through underlying
values, down to underlying assumptions (Erez and Gati 2004).

" KEY FRAMEWORK
a Six implications of culture at work
Sparrow et al (2009) argue that cross-cultural HRM requires an understanding of:

o the ethnocentric management of what are called theories of action dominant in
different countries

o the processes through which managers become socialised into these different
theories of action

o the ideological assumptions that managers make through this socialisation

e comparisons of the actual organisational behaviours of people across countries
and cultures

o the degree to which cultural environments influence such behaviours

o the way in which cross-cultural differences may be linked to other domains of
behaviour, such as models of leadership, motivation, or HRM.

To provide a balanced and contemporary understanding of the issues involved, we now
go on to explain:

® key perspectives on the cross-cultural management field
o dimensions and models of culture
o methodological insights and more critical views of the evidence.

3.1 INTR@BUCTION

The opening section has indicated the all-pervading influence of culture on our actions and
values, and also the ongoing tensions between the forces of convergence of cultures and
those of divergence. The concept of culture is deeply rooted in human history and its scope
extends far beyond the boundaries of organisational activity. However, organisations are
the product of the societies and times in which they exist, and as such are important
manifestations of prevailing values and belief sets. But what is culture, exactly?

Think about the differences between countries — and try to write a definition of ‘culture’.

Attempting a definition of culture is difficult, as the concept of culture is often seen as
being vague and hard to grasp. At present there are estimated to be over 200 different
definitions. Here are just a few of the better known ones:
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o knowledge, beliefs, art, morals, laws, customs and any other capabilities and habits
acquired by man as a member of society (Tylor 1873)

e a sum of a people’s learned behaviour, patterns and attitudes (Hall 1976)

o values, beliefs and expectations that members come to share (van Maanen and Schein
1979)

o the collective programming of the mind that differentiates members of one social group
from another (Hofstede 2001)

e a pattern of basic assumptions - invented, discovered, or developed by a given group as
it learns to cope with its problems of external adaptation and internal integration - that
has worked well enough to be considered valid and, therefore, to be taught to new
members as the correct way to perceive, think, and feel in relation to those problems
(Schein 1985)

o a shared system of meanings, the way a societal group tends to solve the problems
related to relationships with others, time and the environment (Trompenaars 1993)

o behaviour that becomes the norm because a large percentage of people either ascribe to
it or break it while acknowledging it is a norm in which they don’t believe (Brislin 1996)

e acquired knowledge that shapes values, originates attitudes and affects behaviour, and
which members of a society (or a social group) use to interpret experience and generate
social behaviour (Luthans and Doh 2009).

One of the core elements of culture is that it is a shaping process. For a culture to exist,
members of a group or society share a distinct way of life with common values, attitudes
and behaviours that are transmitted over time in a gradual, yet dynamic, process.

Although the problems that all human societies face are universal (called ‘etic’),
different groups will resolve them in different ways (called ‘emic’). The resolutions are
internalised and become taken for granted, but shape the way in which groups of people
live and think. They represent the ‘why’ — why people behave the way they do, and why
they hold the beliefs and values they espouse (Schneider and Barsoux 1997).

It was in the early to mid-1980s that mainstream HRM writing began to acknowledge
the importance of culture. André Laurent (1983, 1986) studied different conceptions of
what an organisation is. He showed the importance of exploring national differences
through the implicit management and organisational theories that managers carried in
their heads - that is, that the best way to understand the role of culture is to ask managers
questions and see how they solve the problem. He embarked upon his research having
taught on international MBAs, and finding that project teams of different nationalities
tended to favour different solutions to the assignment. Their solution showed how they
thought about the role of managers, hierarchies and power.

For Laurent (1986, p96) ‘the art of managing has no homeland’. He argued that HRM
is itself a cultural artefact, that universalist management principles needed to be
differentiated, and that examinations of culture internationally should focus more on
understanding how behaviours might be adaptable to an organisational culture without
being immersed in the ‘deeper ideological textures’ or ‘fabrics of meaning’ associated with
national cultures (Laurent 1986, p98), and that without understanding these different
levels of culture, international organisations likely had illusions of control with regard to
many of their international subsidiaries.

Asking questions such as ‘it is important for a manager to have at hand precise answers
to most of the questions that his or her subordinates may raise about their work’, ‘through
their professional activity, managers play an important role in society’, and ‘in order to
have efficient work relationships, it is often necessary to bypass the line’. On analysing the
national scores on the answers to such questions, he found that nationality had three
times more influence on the shaping of managerial assumptions than any of the
respondent’s other characteristics such as age, education, function, or type of company.
He characterised organisations as being dominantly of three different types:
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e Political systems, in which managers are seen to play a political role and negotiate to
obtain power, to which achieving specific objectives becomes subordinate. Latin
European managers were more likely to adhere to this view than their Nordic and
Anglo counterparts.

® Role-formalisation systems, where managers prefer detailed job descriptions and well-
defined roles and functions. Germanic managers felt at ease in this type of system,
whereas Nordic and Anglo managers felt that the world was too complex to be able
clearly to define roles and functions.

e Hierarchical systems, where the boss is expected to be respected through the possession
of expert knowledge.

Schein’s (1985) model of organisational culture can also be applied to the broader
concept of culture. This model sees culture in terms of three levels, each distinguished by
its visibility and accessibility to individuals, and each needing to be peeled off, rather like
the different layers of an onion.

The first level consists of easily observed artefacts, rituals and behaviour. At this level
culture is manifested in objects, customs, language and architecture. Within an
organisational context we can observe many examples, such as differences in office
space — a preference for open or closed offices, for example. In Japan, a highly collectivist
country, large, open offices are the norm, whereas in Germany, a society where privacy is
valued, separate offices are more likely. Where management fads impose practices that do
not fit the culture of the society, we see adaptations such as the use of partition walls in
open-plan offices by US and British workers, immortalised in the Dilbert cartoons. Dress
codes, greetings rituals, the level of formality in addressing people - all these things and
more make up the easily perceivable culture of the organisation (and likewise the nation).

The second level concerns values and beliefs. These are located below the surface
manifestations and underpin them. Management scholars such as Hofstede, Trompenaars
and Laurent (see later sections of this chapter) have shown that employees and managers
around the world differ widely in their values regarding work practices. Indeed, most
work on national culture has concentrated on this level of analysis. Values, defined by
Schwartz (1992, 1994, 1999) as cross-situational principles, lend themselves to easier
measurement and can be linked to a lot of other work on individual psychology.

Finally, at the third level basic assumptions are the core of the culture. They include
assumptions that individuals hold about societies and organisations and how they
function. They relate to aspects of human behaviour, the nature of reality and the
community’s relationship to its environment. They are invisible, preconscious and ‘taken
for granted’, and are therefore difficult to access.

Across these levels, cultural differences can be seen to lead to strongly contrasting
ideas about what constitutes good management. In countries such as France, a
leader has to stand apart and be the expert. In contrast, Scandinavian countries
prefer a more democratic and participative style of leadership. These issues are
explored in more detail later in this chapter and in Chapter 4.

What is the predominant style of leadership within your organisation?

How does this reflect cultural influences?
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3.4 ELEMENTS OF CULTURE

Triandis and Wasti (2008, p1) explain that Kluckhohn argued that culture is to society
what memory is to individuals:

It consists of what ‘has worked’ in the experience of a group of people so it was
worth transmitting to peers and descendants.

The basic elements making up national-level cultures were seen by anthropologists
Kluckhohn and Strodtbeck (1961) to lie in the responses that nations make in relation to
six fundamental questions:

1 Who are we? How does a society conceive of people’s qualities as individuals? If
societies believe that people are basically good, they will try to exercise social control
through praise and encouragement. If people are seen as fundamentally bad, control
will be exercised via rules, laws and policing. If societies see people as capable of being
changed, they will prefer reform to punishment. In management, this assumption can
be seen in McGregor’s (1960) Theory X and Theory Y. Under Theory X, workers are
seen to be lazy and therefore to require as much direction and control as necessary. In
contrast, under Theory Y, workers are seen as self-directed and responsible and
requiring very little direct management.

2 How do we relate to the world? How important is nature and the environment in our
thinking? And how do we conceive of nature? Some societies feel that it is important
to fit in with the world and accept it, as expressed in the Arabic ‘insh’allah’ or ‘God
willing’. In contrast, countries like the USA expect to overcome the constraints
imposed by the environment. The American belief, continually voiced by celebrities
such as Oprah Winfrey, that ‘Anyone can be whatever they want’ is exemplified in the
Nike slogan ‘Just do it!" This belief in individuals’ ability to change strong
environmental constraints is viewed by many in Europe and the East as naive, where
the influence of context in terms of societal norms and history is acknowledged.

w

What do we do? How do we think of ourselves and our situation? If you ask Britons
‘What do you do?’, they will tell you what profession they are in. If you ask the
Japanese the same question, they will tell you who they work for. Are the most
important things those you have done for yourself, or are they connected to your
background and your group? Basically, status can be based either on what someone
does, or on what someone is. In an ascriptive society, such as China or Venezuela,
status is usually attributed to those who ‘naturally’ evoke admiration - for example,
males and older people, or members of high-ranking families. In an achievement-
based society, in contrast, a person gains status as a result of his or her own efforts and
the climb up the organisational hierarchy.

4 How do we relate to each other? Do we think of ourselves as individuals or as members
of a group? In many western cultures we are happy to live far from members of our
family and to have non-emotional links with the organisations we work for. In contrast,
members of collectivist societies expect support from and loyalty to the extended
family. In the business world, this aspect of culture affects the extent to which countries
are happy with individual leadership and individual responsibility and target-setting, or
the extent to which they prefer group-working and shared responsibility instead.

How do we think about time? In a cultural sense, time has two elements, locus and
speed. In western societies time moves in one direction, with the locus of attention on
the future. In other societies - in much of the AsiaPacific region, for example - all
parts of time are connected. The past is as important as the present, with the future
seen as less important. In a business context, western societies see time as a
commodity to be managed and used well. Other societies have a more relaxed

1
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approach to the timing of things, causing problems with perceptions of correct
business conduct.

6 How do we think about space? The amount of space we feel we need varies around the
world. In the northern hemisphere, the further west you go, the larger the rooms and
offices tend to be. Physical space between people is also culturally determined. In Arab
societies it is common to stand close to the person one is talking to; the British prefer
to stand at about an arm’s length away. The use of space in organisations gives clues as
to the status of the person occupying the area, but these need to be interpreted from a
cultural perspective.

These dimensions are amongst the most commonly used by management scholars. The
increasing internationalisation of business has made the concept of culture and its impact
for good or bad on organisations’ operations a critical topic for study. An extensive
literature has emerged in respect of both organisational culture and national cultural
differences as they relate to work.

3.5 NATIONAL CULTURES AND ORGANISATION

Early research on the influence of cultural conditioning on collective human behaviours
challenged the assumption of the universalism of management practices emanating from
the USA (and, indeed, from other countries such as Japan). In an increasingly borderless
world, managers need to know how national cultural differences might affect organisation
structure and processes, notions of leadership, HRM practices, etc. Management scholars
have consequently been inspired to translate the work of social anthropologists to the
world of work.

We now lay out four dominant, but contrasting, approaches to the study of culture. We
use:

o the work of Edwin Hall to outline the study of national culture through a
communication-orientated and anthropological perspective on culture

o the work of Geert Hofstede to outline the study of national culture through the
examination of values, and various ways of capturing the dimensions on which values
differ, in order to explain many important differences in organisation behaviour at the
level of country

o the work of Shalom Schwartz to outline the study of the structure of values at the level
of the individual, asking not what are the differences in value priorities, but what are the
similarities around which there is a degree of consensus across individuals and societies

o the work of Robert House and colleagues in the GLOBE project to understand, and
predict the impact of specific cultural variables on leadership and organisational
processes, and the effectiveness of these processes.

It is interesting to note that these first insights were arrived at in the 1970s, 1980s and
1990s. As with all management research, the ideas therefore became extremely dominant
and influential, and of course still underpin much of our understanding today, but they
also become the subject of criticism as the years go by.

There is another cross-cultural framework new to the literature which concerns the topic of
global leadership and findings from the GLOBE project. We discuss this framework in
Chapter 16 when we examine ideas about global leadership. Cross-cultural studies have
generally indicated a strong connection between national culture and preferred leadership
styles. This has made a contribution to the debate about the inter-relationships between
societal culture, organisational culture and organisational leadership.

Therefore, in the following sections, we lay out the essence of the original ideas, making
it clear what assumptions they were based on. In later sections we pick up the ways in
which these ideas continue to be debated and have influence.
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3.4 ELEMENTS @F CULTURE

Hall’s (1959, 1976, 2000) ideas about culture drew attention to the importance of time
(how members of a culture perceive and orientate themselves around time) and space (the
way we define, organise and internalise the importance of space). But his ideas about
context (how meaning is constructed differently across cultures using different ratios of
context and information) have perhaps had the most powerful influence. His work
provided the foundations of many subsequent ideas about inter-cultural communication
and have been applied to the fields of international marketing, negotiation, conflict,
communication (Kittler et al 2011).

Back in 1959 he made a distinction between what he described as ‘high-context’ and Tow-
context’ cultures. This is a multi-faceted concept, but at its heart is the understanding that all
cultures can be situated in relation to one another through the styles in which they
communicate. Individuals combine pre-programmed culture specific context and
information, in order to create meaning. In high-context cultures information is pre-
programmed within the individual receiver of the message and the setting. Only minimal
information is transmitted in the message. In a low-context culture the reverse is true.
Context therefore refers to the framework, background and surrounding circumstances in
which any communication or event takes place. Individuals from high- or low-context
cultures have different ways of experiencing the world. Contexting allows individuals to
screen data and avoid information overload, increasing their capacity to deal with higher
amounts of complex information. Individuals combine pre-programmed culture-specific
context and information to create meaning, but the use of this context varies across cultures.

Examples of high-context societies include Japan, China, Korea, Taiwan, and Asian
cultures in general, as well as native societies such as the Maori in New Zealand. African,
Middle Eastern, Latin American, Latin, Central and Slavic European cultures also fall in this
category. So countries such as Argentina, Brazil, Colombia, Ecuador, Mexico, the Philippines,
Hong Kong, Thailand, India, and Turkey are in this category. In high-context cultures there
is a tendency to cater towards in-groups - groups that have similar expectations and
experiences — and these groups can rely on their common background and on the context of
the situation to explain what is really meant, rather than words. Much information is already
internalised within groups. Discussions within in-groups can be wide-ranging and mutual
expectations are generally accurate. Group members have their own private networks for
information, which they keep to themselves. Many things can be left unsaid - the culture
explains the meaning. Messages include other clues that enable you to understand the
communication, such as body language and the use of silence. Understanding the role played
by family status, age differences and social setting also helps the receiver decode the real
message. Messages can be implied and not uttered. The focus on in-groups means that
relationships and group processes are important. High-context cultures are often more
traditional and unchanging such that the context can remain stable over generations.
Because of the importance of relationships, they tend to be deep and longer-lasting.

Examples of low-context societies include most of the English-speaking and Germanic-
speaking countries, such as the USA, Canada, Australia, New Zealand, northern European
countries such as Germany, Austria, Denmark, Sweden and Switzerland (interestingly,
Britain is an exception to this rule). In low-context cultures the situation has to be
explained more explicitly because there are fewer common backgrounds. The boundaries
between in-groups are much more fluid. Low-context cultures tend to be more changeable
so that the context from one generation to another is very different. Mutual expectations
are less accurate and communication is therefore more verbal, explicit, direct, linear and
task-focused. Channels of communication are generally clear. Information is easy to
obtain and is shared more overtly. Communication has an informational function and is a
neutral tool to convey thoughts. Accuracy, directness and clarity in speech are therefore
valued. Communications are more transactional and can end once completed.
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Familiarising yourself with the people before you communicate or conduct business is
unnecessary. Hall also argued that time is not socially absolute and is similarly culturally
programmed. He talked of low-context societies generally also being ‘monochronic’, by
which he meant that time is sequential and highly scheduled - an endless ribbon of
appointments and obligations — such that time can be ‘wasted’, ‘killed’, or ‘saved’. Many
high-context cultures are ‘polychronic’ (Japan is actually an exception). They have a more
indulgent view of lateness. Time is like a balloon that swells and deflates dependent upon
what is going on. The more people present, the larger the social network, the more useful
the moment is. Meetings are just for giving general guidelines and may be cancelled or
postponed if they are outside this moment.

Although few would criticise the process of contexting, there have been important
critiques of Hall’s work, in part on the basis of the age of the work, but more importantly
the country classifications created using his concept. There is debate about the strength of
such categorisations and in particular the reliability and rigour of the particular country
classifications (Gerhart 2008; Kittler et al 2011), with different studies classifying different
combinations of countries as high- or low-context. For example, Britain, France, Israel,
Russia and Spain seem to create problems for researchers, having been classified as both
high- and low-context.

Would you say that Britain is high or low context? Why?

What aspects of international management might be more susceptible to differences between
high- and low-context?

On balance, studies suggest that the UK should be considered to be a relatively high-
context culture. Consider the amusing examples shown in Table 3.1 that have been used
to demonstrate to foreign managers the role that context can play in understanding what
a British manager might really mean. The examples show that the individual must know
what is meant at the covert or unexpressed level, and this knowledge enables them to react

appropriately.
Table 3 1 Tnternratine hich contest communication
What the British say What they really mean
Not bad Good, or Very good
Quite good A bit disappointing
Interesting That is interesting, or It is interesting that you think
it is interesting - it seems rather boring to me!
Oh, by the way... I am about to get the primary purpose of our
discussion
I was a bit disappointed that you... I am most upset and cross
I hear what you say I disagree and I do not wish to discuss it any further
With the greatest respect... I think that you are wrong (or a fool)
Perhaps we could consider some I don’t like your ideas

other options
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The potential for miscommunication and misinterpretation of actions between high- and
low-context cultures is clear from the examples in Table 3.1. In general, differences in
communication context have been shown to be important in relation to issues such as
cross-cultural negotiations, mergers and acquisitions and, one could infer, performance
management discussions.

There is some correlation between high-context cultures and cultures that value the
group over the individual (collectivist societies) — but the correlation is limited. Similarly,
not all high-context cultures are necessarily polychronic. Within a low-context culture,
individuals can find themselves in high-context situations, and vice versa. So, for example,
within a low-context American culture, communications among family members are
generally high-context because of the high level of shared experience.

3.4 ELEMENTS OF CULTURE

Hofstede's (1980, 2001) research in relation to national cultures has also been highly
influential. Basing his ideas on research carried out between 1967 and 1973, Hofstede
created a new paradigm for the study of culture, which was a four-dimensional model of
national culture, later expanded and developed to incorporate another dimension.
Although, as we show later, the work has also been subject to more criticism as time has
gone by, it has proved to be a dominant influence, still to this day, and the framework has
been widely used by researchers and practitioners in the field of intercultural
management. The total citation count for various editions of Culture’s Consequences
surpassed 20,000 in 2010 and Hofstede’s model of culture has been applied in research on
issues such as leadership, teamwork, justice, communication, ethics, satisfaction,
commitment, foreign market entry modes, international trade, and individual, company
and national performance (Taras et al 2010).

Before Hofstede’s work, cross-cultural researchers often treated culture as a single
variable. Hofstede set about ‘unpacking’ culture into independent dimensions.

It is important to understand what Hofstede’s work was intended to do. He argued that
many differences in work-related values, beliefs, norms and self-descriptions, as well as
many societal variables, would be better understood if we linked them statistically with a
series of underlying dimensions of culture. His original work was designed to find those
attitude items that best told countries apart. It was based on factor-analysing a series of
survey items at country level, by aggregating the individual survey item scores from
116,000 questionnaires across 72 different country samples within IBM, and then taking
the average national score for each question (Fischer and Poortinga 2012). Some countries
were, however, represented by fewer than 100 respondents.

In essence, the approach was to throw hundreds of questions at samples of employees,
and then identify those items that were the most useful in telling countries apart, and then
looking at the these items and labeling them on the basis of what they seemed to tap. He
found that the differences in responses could be explained by four main factors:

o power distance (social inequality, including the relationship with authority)

e uncertainty avoidance (ways of dealing with uncertainty, relating to the control of
aggression and expression of emotions, when threatened by ambiguous or unknown
situations)

o individualism-collectivism (the relationship between the individual and the group)

o masculinity—femininity (the social or emotional implications of having been born as a
boy or a girl).

The dimensions of culture were constructed at the national level. It was not a
theoretical approach, but an empirical one, although he traced many of the ideas back to
the theoretical work of Inkeles and Levinson (1954/1969).
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3.7.1 POWER DISTANCE

Power distance relates to the extent to which societies accept that power in institutions
and organisations is and should be distributed unequally. In organisational terms, this
relates to the centralisation of authority and the degree of autocratic leadership. Societies
with high power distance scores are reflected in hierarchical organisations where it is felt
to be right that the superior is seen to be more powerful than subordinates. Examples of
countries with high power distance scores are the Philippines, Singapore, France and
Greece. In contrast, countries with lower power distance scores such as Britain, Sweden
and New Zealand favour a more democratic style of management and flatter

organisational structures (see Table 3.2).

Table 3.2. Hofstede rankings for power distance index (PDI), uncertainty avoidance index

(AT individualiom index (IDV). and masculinity index (MAS)

Country Power distance | Uncertainty Individualism | Masculinity
avoidance

Malaysia 1 46 36 255
Philippines 4 44 31 11.5
Mexico 5.5 18 32 6
Arab Countries 7 27 26.5 23
Indonesia 8.5 41.5 47.5 30.5
India 10.5 45 21 20.5
Singapore 13 53 40 28
Brazil 14 21.5 26.5 27
France 15.5 12.5 10.5 35.5
Hong Kong 15.5 49.5 37 18.5
Turkey 18.5 16.5 28 325
Chile 24.5 12.5 38 46
Greece 27.5 1 30 18.5
South Korea 27.5 16.5 43 41
Taiwan 29.5 12.5 44 325
Spain 31 12.5 20 37.5
Pakistan 32 24.5 475 25.5
Japan 33 7 22.5 1
Italy 34 23 7 4.5
Argentina 355 12.5 22.5 20.5
South Africa 35.5 39.5 16 13.5
USA 38 43 1 15
Canada 39 41.5 4.5 24
Netherlands 40 35 4.5 51
Australia 41 37 2 16
Great Britain 43 47.5 3 9.5
West Germany 43 29 15 9.5
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Country Power distance | Uncertainty Individualism | Masculinity
avoidance

Finland 46 315 17 47

Sweden 47.5 49.5 10.5 53

Ireland 49 475 12 7.5
Denmark 51 51 9 50

Israel 52 19 19 29

Austria 53 24.5 18 2

Data shows ranked position amongst countries, with 1= highest, larger numbers moving down
to lower ranks
Source: Data points taken from Hofstede (1991)

3.7.2 UNCERTAINTY AVOIDANCE

Uncertainty avoidance refers to the degree to which societies feel threatened by ambiguous
situations and the extent to which they try to avoid uncertain situations. In countries with
high uncertainty avoidance, such as France, organisations adopt strong bureaucracies and
career stability and generally discourage risk-taking activities. Countries such as Sweden,
Britain and Norway which exhibit low uncertainty avoidance will adopt more flexible
structures and encourage more diverse views (see Table 3.2).

3.7.3 INDIVIDUALISM

Individualism reflects the extent to which individuals are integrated into groups. Where
individualism is high - for example, in the USA - people are expected to take care of
themselves and their immediate family only. In collectivist societies such as Japan,
however, people are integrated into strong, cohesive groups which throughout people’s
lifetimes continue to protect them in exchange for unquestioning loyalty (see Table 3.2).
Whereas in individualist societies the emphasis for individuals within organisations is to
gain self-respect and personal achievement, in collectivist societies the focus is on fitting in
harmoniously and face-saving.

Hofstede (1991) found a strong correlation between high power distance and
collectivism and vice versa in the countries within the IBM sample. He explains this
by stating that in cultures in which people are dependent on groups, the people are
usually also dependent on power figures. The converse is true in individualist
countries. Exceptions to this are countries such as France and Belgium, which
combine high power distance with strong individualism. Crozier (1964) argues that a
belief in an absolutist authority can be reconciled within a bureaucratic system where
impersonal rules avoid the need for direct dependence relationships, a characteristic of
collectivist societies.

3.7.4 MASCULINITY

Masculinity measures the extent to which the dominant values are (in Hofstede’s
terms) ‘male’ — values such as assertiveness, the acquisition of money and goods and
not caring for others. Gender roles are more rigidly defined in masculine societies
than in ‘feminine’ societies. The most masculine countries in Hofstede’s framework
are Japan and Austria, with the USA also falling into this category. In contrast, the
Scandinavian countries fall into the feminine category, with more emphasis on work-
life balance.
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3.7.5 MANAGEMENT IMPLICATIONS OF POWER DISTANCE AND UNCERTAINTY
AVOIDANCE

These dimensions can inform our understanding. For example, taking these two
dimensions together reveals differences in the implicit model that people from different
cultures may have about organisational structure and functioning. Employees in high
power distance and low uncertainty avoidance societies such as Singapore, Hong Kong
and Indonesia tend to think of their organisations as traditional families. The head of the
family is expected to protect family members physically and economically in exchange for
continued loyalty from family members. A key control and co-ordination mechanism for
the family is a standardisation of work processes by specifying the contents of the work.

In societies where both power distance and uncertainty avoidance are high - such as
France, Brazil and Mexico - organisations are viewed as pyramids. Reporting lines are
clear. Management provides co-ordination and control by emphasising who has authority
over whom, and in what way this authority can be exercised.

A combination of medium uncertainty avoidance and low power distance gives rise to
organisations which are perceived as well-oiled machines. Roles and procedures are well
defined and co-ordination and control are achieved through standardisation and
certification of skills. Examples of countries in this quadrant are Israel, Austria, Germany
and Switzerland.

Finally, in countries where there is low uncertainty avoidance and low power distance,
a ‘village market’ model is apparent. This model includes countries such as the UK, the
USA, Denmark and the Republic of Ireland. Here, control and co-ordination tends to take
place through mutual adjustment of people through informal communication, and by
specifying desired results.

Using the Hofstede dimensions, what would be the key people management considerations for
a UK-based organisation that wished to expand into France, Germany and Japan?

To highlight the complexity of culture, take the key cultural models that are explained above
and analyse the national culture of India. How would you handle the many regional (state)
cultures in this analysis, or differences between the industrialising areas versus the others?

3./t ELEMENTS @OF CULTURE

The third example of the most influential pieces of research in relation to national cultures
is the work of Schwartz and colleagues. In Schwartz’s (1994, 1999) original analysis of
value preferences of 60,000 individuals in 63 countries, 45 values were found to have
similar meaning across countries. These were reduced by multidimensional scaling to
seven values, organised along three major dimensions of conservatism (embeddedness)
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versus autonomy (intellectual and affective), hierarchy versus egalitarianism, and mastery
versus harmony.

However, later Schwartz and Bardi (2001) looked at values structures at the level of the
individual. They asked an important and reverse question to that asked by Hofstede,
observing that:

researchers, including ourselves, have focused almost exclusively on differences in
value priorities. When we switch our focus to ask about similarities, we discover a
striking degree of consensus across individuals and societies. (p268)

Schwartz and Bardi (2001) established a near-universal structure of relations across
countries across ten types of value. They found agreement around the world on the
relative importance of these different values and argued that analysing a group’s value
profile in isolation (aggregating data to the country level, as Hofstede did) creates a
distorted view of culture. Each type of value has different goals and specific actions,
leading to its attainment, but generic goals are power; achievement; hedonism;
stimulation; self-direction; universalism; benevolence; tradition; conformity; and security.

Although individuals and groups may differ substantially in the importance they
attribute to these values, the same structure of opposite motivations and compatibilities
was considered to exist across international samples. They looked at the average value
hierarchy across the 13 nations and then assessed how similar each nation’s structure was
to the overall pattern. Considerable overlap in value hierarchies was found. Across the 13
nations studied the mean correlation was r=.92.

When considering the question as to why this should be so, the researchers noted that
their instrument taps three universal human requirements: biological needs, requisites of
co-ordinated social interaction, and demands of group survival. Once researchers switch
from analysing differences to analysing similarities (in the context of values embedded in
cultures) then it becomes clear that there is a common pan-cultural baseline of value
priorities, and we should only really try to understand the distinctiveness of any
particular nation by analysing its value priorities as they differ against this pan-cultural
baseline.

3.4 ELEMENTS &F CULTURE

The fourth example of the most influential pieces of research in relation to national
cultures is the cross-cultural studies used to indicate a strong connection between culture
and leadership styles.

This work has been carried on in more recent projects. A key example is the GLOBE
Project (House et al 2002). The GLOBE project findings on leadership show a picture of
subtle, but meaningful, varijations in scores around leadership dimensions, but also
demonstrate that charismatic, team-oriented and participative styles are the most
effective leadership styles. House et al (2002) stress that although the dimension
‘charismatic’ (which consists of such attributes as visionary, inspirational, self-sacrificial,
of notable integrity, decisive, and performance-oriented) appears to be universally rated
as the most important leadership style, the interpretation of ‘charisma’ in different
societal settings may differ. Likewise, the dimension ‘team-oriented” has to be interpreted
differently in individualistic cultures as opposed to family- or group-oriented cultures.
The GLOBE project introduces a new cross-cultural framework and positioning of
societies into clusters which provides a link between cultural background and preferred
leadership styles. Overall, the research supports the argument that leadership is
culturally contingent, although the key dimensions of effective leadership are consistent
across societal clusters.
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CASE STUDY 3.1 @

THE GLOBE PROJECT

The GLOBE (Global Leadership and
Organizational Behavior Effectiveness)
Project is a multi-phase, multi-method
project in which investigators spanning
the world are examining the inter-
relationships between societal culture,
organisational culture and organisational
leadership. The Project involves 150
social scientists and management
scholars from 61 cultures (the findings
are detailed by Ashkanasy et al 2002;

House et al 2002; and House et al, 2004).

The meta-goal of GLOBE is to develop an
empirically based theory to describe,
understand, and predict the impact of
specific cultural variables on leadership
and organisational processes, and the
effectiveness of these processes. The
project addressed four fundamental
questions:

1 Are there leader behaviours,
attributes and organisational
practices that are accepted and
effective across cultures?

2 Are there leader behaviours,
attributes and organisational
practices that are accepted and
effective only in some cultures?

3 How do attributes of societal and
organisational cultures affect the
kinds of leader behaviours and
organisational practices that are
accepted and effective?

4 Can the universal and culture-specific
aspects of leader behaviours,
attributes and organisational
practices be explained in terms of an
underlying theory that accounts for
systematic differences across
cultures?

Questionnaires were distributed to
middle managers in 62 national cultures.
These measured aspired values (asked in
terms of ‘what should be’) but also
asked what values were reflected in

behaviours and practices (asked in terms
of ‘what is’). Ten distinct national
clusters emerged within the overall
sample in terms of preferred leadership
styles, based on nine dimensions of
national culture. Many of the nine
cultural dimensions were already in the
literature and have been discussed
earlier in the chapter, such as Hofstede’s
uncertainty avoidance and power
distance. His masculinity dimension was
also reflected in what the GLOBE Project
called ‘gender egalitarianism and
assertiveness’, and long-termism was
reflected in a ‘future orientation’.
However, because data was analysed at
the organisational level, two additional
dimensions of ‘performance orientation’
(the extent to which an organisation or
society encouraged and rewarded group
members for performance improvement
and excellence), and ‘humane
orientation’ (the degree to which
individuals in organisations or societies
encouraged and rewarded individuals for
being fair, altruistic, friendly, generous,
caring and kind to others) were
identified. The findings also
differentiated between ‘societal
collectivism’, which reflected the degree
to which organisational and societal
institutional practices encouraged and
rewarded collective distribution of
resources and collective action, and ‘in-
group collectivism’, which reflected the
degree to which individuals express
pride, loyalty and cohesiveness in their
organisations or families.

A total of 23 different leadership styles
were deemed to be effective in one or
more of the different societal cultures of
the world (each leadership style was
considered to represent a culturally
endorsed implicit leadership theory or
CELT). There were six underlying
dimensions or styles of an effective
global leadership style. There was high
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within-culture agreement with respect to behaviours that were universal, eight

leader attributes and behaviours, and impediment behaviours, and 35

two out of six leader behaviour behaviours that depended upon the
dimensions were viewed universally as cultural context. Overall, the research
contributors to effective leadership. One supported the argument that leadership
was viewed nearly universally as an is culturally contingent, although the key
impediment to leadership, and one as dimensions of effective leadership are
nearly universally a contributor. The consistent across societal clusters.

endorsement of the remaining two varied
by culture. In short, there were 21 specific

The GLOBE project, and subsequent analyses by Smith (2006) and Minkov and Hofstede (2014)
made an important contribution to the debate about the measurement of culture. It showed that
asking respondents what they consider important to themselves, and what they think others
should or should not do, represent two very different approaches. Asking these two things can
yield very different results. The first set of answers reflects personal values. The second set of
answers does not necessarily reflect values, but rather ‘norms’ that refer to socially desirable
behaviours. An individual can answer the two questions very differently. They might value
power as a personal goal, but the norm that they might want others to follow is one of
submission, not competition for their power (Smith 2006). This difference between personal
values and norms for others was not obvious until the analyses and criticisms of GLOBE’s work
(Minkov and Hofstede 2011).

What are the implications of this for understanding national culture?

3.10 THE CHINESE VALUES SURVEY AND LONG-TERM ORIENTATION

Concerned that cultural questionnaires were prepared by western academics and bound
by a western cultural outlook, what later became Hofstede’s (2001) long-term orientation
dimension was first discovered in the Chinese Culture Connection (1987) study. Twenty
of the countries were also in Hofstede’s study. The results from the study revealed four
dimensions of culture, three of which reflected Hofstede’s dimensions of power distance,
individualism/collectivism and masculinity/femininity. The fourth represented Chinese
values related to Confucianism. Bond and his colleagues called this dimension ‘Confucian
work dynamism’. Hofstede relabelled it ‘long-term versus short-term orientation’. In
countries exhibiting a high Confucian work dynamism, or which are long-term-oriented,
there is a focus on the future, and thrift (that is, saving) and persistence are valued.
Companies in Japan, which is an example of a long-term-oriented society, have
traditionally taken a longer-term view of investments. In contrast to companies in western
economies, it is not necessary to show profits year by year, but rather progress towards a
longer-term goal. Japan’s continuing economic crisis may well force a fundamental change
in perspective for its organisations. Countries low in Confucian work dynamism, or short-
term-oriented, value the past and present. There is respect for tradition and fulfilling
social obligations, but the present is the most important.

More recently Venaik et al (2013) have compared the long-term orientation (LTO)
dimension of Hofstede and the future orientation (FO) dimension from the GLOBE
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study using data from the World Values Survey (WVS). Both are related to the time
orientation of societies, and infer a tendency to emphasise the future rather than the
present or past in values and attitudes. However, long-term orientation emphasises
perseverance and thrift versus the past or present, whereas future orientation is primarily
about planning for the future versus focusing on the present.

3.11 LIMITATIONS OF WORK CONDUCTED AT THE NATIONAL LEVEL

Peterson (2003) argued that as with any new idea or paradigm shift, Hofstede’s doctrine
has been both undervalued and overused, and whilst the first edition of Culture’s
Consequences:

did not create the field of comparative cross-cultural studies but it certainly has
shaped the field’s basic themes, structure and controversies for over 20 years. (p128)

In a retrospective reviewing the contributions and debates around Hofstede’s work,
Minkov and Hofstede (2011) reflect that:

Hofstede’s unpackaging approach was adopted in some landmark studies, such as
the Chinese Culture Connection (1987) and Schwartz (1994) expansion on the
dimensional characteristics of values, Smith’s analysis of the Trompenaars data file
(Smith et al. , 1996), and project GLOBE (House et al. , 2004), all of which
explicitly admit that they were inspired by [the doctrine]. (Minkov and Hofstede
2011, p12)

However, while cultural frameworks are useful in explaining some of the key ways in
which societies (within a work context) might differ, it is important to note some of their
limitations. The topic of national culture is not without debate. Some people go so far as
to say that we might even be asking the wrong questions. As the field has matured there
has been some disquiet about many inherited research assumptions.

e Why do researchers focus so much on values?

e What about individual differences? How do we avoid stereotype?
o Are there sub-cultures? Regional cultures?

e Do national patterns change? How stable are national differences?
e Don’t we all hold multiple cultures?

In the international business literature there continue to be questions asked about the
reliability, applicability and generalisability of various ‘cultural distance’ measures of
national diversity (Tung and Verbeke 2010; Brewer and Venaik 2012; Avloniti and
Filippaios 2014). Recent reviews include those by Reiche, Lee and Quintanilla (2012) and
Weller and Gerhart (2012). In attempting to categorise cultural groups, a lot of models
have produced dichotomies — such as individualistic versus collectivistic cultures - that
rely on what might be erroneous assumptions. By categorising cultures we might be
tempted to view culture as being immutable, monolithic and able to be captured with
scores on a limited set of cultural dimensions.

Beugelsdijk et al (2015) have picked up on such findings to ask some critical
questions about much of the research that has been carried out on ‘the liability of
foreignness’. As seen earlier for example in the study of South Korean MNCs, most
studies try to capture nation-to-nation distance, generally measured as the distance
between cultural values and beliefs. Although we noted this criticism in the previous
chapter, few researchers have come up with a workable solution to how to deal with
significant variation of scores on values within a country when trying to compare
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between countries. They have developed a measure of cultural differences that takes the
variation of values in host and home countries into account, and show that such an
advanced measure is better than using the mean-based measures common in much of
the international business literature.

Hofstede’s work — and also the GLOBE study on leadership discussed in Chapter 16 — have been
very influential, but of course as time has gone by the evidence has come under greater critical
scrutiny. Gerhart and Fang (2005) re-analysed the original data, and Gerhart (2008) marshalled
a number of criticisms of such work which tend to support the view that the evidence is strong
enough to argue that effective organisations have to adapt foreign management to local
cultures. Research on national culture assumes a number of things, such as that: between-
country differences are substantially larger than within-country differences; country differences
in culture are larger than differences due to other factors such as organisation; country effects
can be equated with culture; a misfit between practice and culture produces inefficiency;
management discretion is substantially lowered by culture; and companies have no ability to
shape the way they attract, recruit and hire and so reflect national patterns. He argues that
Hofstede’s evidence is inconsistent. When the effect size is calculated, and a standard is used to
estimate the importance of this effect size, their re-analysis suggested that when looking at the
individual level, country on average explained only 2.2% of the variance in values. Looking at
the GLOBE study, which analysed country differences in organisational culture, the researchers
found that 23% of differences in organisational culture (practices) could be explained by country
(which means that national culture accounts for roughly one quarter of the total country effect,
signalling the importance of institutional influences covered in the previous chapter). When
looking between countries, national culture only explained 6% of differences in organisational
culture.

Against such criticism, Minkov and Hofstede (2011) make the following counter-argument.
Concerning criticisms to the effect that his data are old, Hofstede argues that cultures do evolve
but they tend to move together in more or less one and the same cultural direction. Therefore,
the cultural differences between them are not necessarily lost, and these differences are what
the dimensions describe. He argues that the correctness of this position was demonstrated as
recently as 2006 by Inglehart (2008). He analysed empirical data from western European
countries spanning the period from 1970 to 2006, and showed that while western cultures did
evolve and even tended to show some incomplete convergence, on a number of subjectively
selected variables, their paths practically never crossed during those 36 years.

e Does the management literature overstate the role of national culture versus organisational
action?

The majority of the work undertaken in this area still has been carried out by western, and
in particular, European, researchers. Bond’s work on Chinese values is an example of a
move to address this problem. Western perceptions of Asian cultural values might,
however, be called into question.
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CASE STUDY 3.2 @

CONFUCIANISM IN ASIA

In Korea the role of national culture,
including Confucianism, is still considered
to have a powerful, multi-faceted and
ingrained influence on HRM (Rowley and
Bae 2004). It is embedded, however,
within the chaebol (meaning an octopus
with many tentacles) - family-founded
but large organisations owning and
controlling large diversified business
groups with a plethora of subsidiaries.
These include such organisations as
Samsung, LG, Hyundai Motors and
Hanwa. Rowley and Bae (2003) have laid
out the 12 most dominant characteristics
and paradoxes of culture and
management in Korea based on three
shaping factors of Confucianism (family),
Japan and the military. For each influence
they explain the concept, meaning,
management behaviours and
characteristics, and the paradoxes this
creates. Six of the 12 influences are
Confucian:

1 Inhwa means harmony and solidarity
(with company as a family-type
community).

2 Yongo concerns connections by
blood, geography or education, and
influences solidarity within inner
circles, recruitment via common ties
and relationships with owners.

3 Chung concerns loyalty and
subordination to superiors, shaping a
paternalistic approach to employee
welfare.

4 Un concerns indebtedness to the
organisation and members, impacting
on respect, tolerance and patience
towards organisational agendas.

5 Uiri concerns integrity towards others
in everyday life, impacting on long-
term relationships.

6 Gocham concerns seniority in service
and being an old-timer, impacting on
seniority-based rewards and
promotions.

In Hong Kong — also considered a
Confucianism culture - it is small, local
Chinese family businesses that employ a
significant number of employees. Their
key decision-makers and managements
have reached the third generation
following on from founders at the
beginning of the 1900s. HRM policies are
different from the strategic HRM model.
Chinese heads encapsulate ethnocentric
values of Confucian paternalism,
patriarchy and personalism manifested in
three key relationships: power connected
to ownership, a benevolently autocratic
leadership style and personal rather than
neutral relationships. Decision-making is
centralised and emphasises harmony and
compliance, seniority, loyalty, mutual
obligation and informal networking at the
workplace. Consequently,

firms may recruit from a variety of
sources but selection is
pragmatically based on personal
recommendations. . .
Remuneration reflects seniority
and degree of loyalty rather than
performance. .. Firms can enjoy a
strong internal labour market. ..
However, the HRM functions are
still found to be separated from
the decision and power core of the
business and from other business
operations [which] may pose
problems as these companies
expand overseas (Chan and Lui
2004, pp82-3)

Question:

What is the more dominant influence
on culture in Hong Kong and Korea
here - Confucian values or the way
these operate in their national
context?
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Lin and Ho (2009) explain how, after 50 years of political and economic separation,
people in China, Taiwan, and Hong Kong vary in their adherence to Confucian values.

It is also dangerous to over-generalise or stereotype on the basis of these descriptions of
generalised characteristics of cultural values. Hofstede himself makes the point that these
generalisations are valid only as statistical statements about large numbers of people.
Value contrasts are not either/or dichotomies but rather descriptions of two cultures’
overall tendencies to be nearer to or farther from a particular value orientation. Value
orientations are determined by an individual’s psychology (socio-political and personal
influences), their lifestage, and indeed generational subcultures (what occurs in history/
society that has a formative influence).

For instance, when comparing two countries across the same value, it is important to
note that the strength of the value in each country will have its own bell-shaped
distribution curve. However, the norms between the two may be quite different.
Understanding the relative distance between the norms allows people to generalise about
the relative difficulty members of one culture may have in relating to members of the
other culture along that dimension. In addition, an awareness of the exceptions to the
norms at the end of the curves and the possible overlap between the curves helps to avoid
stereotyping (see Wederspahn 2000).

Approaches that create categories of cultures have then been criticised for making a
homogeneity assumption. This criticism argues that there are significant differences on
most of these sorts of measures across groups within any single country (Koslowsky et al
2002). Not only huge countries — such as Russia, China, Indonesia and India - but also
small countries - like Belgium and Switzerland - may contain distinctive multiple cultures
within their national borders. For example, the individualistic cultures of the USA, Italy,
Germany, France and Britain can still be differentiated and even within any one of them,
multiple brands of individualism exist across ethnic groups. Regional differences have an
impact. In the USA, for example, there are distinctive North-east, Midwest, West and
Deep South brands of individualism that can be identified. Similarly, the collectivistic
systems of Confucianism, Buddhism and Marxism differ significantly from each other in
particular values, meanings and customs. The homogeneity assumption rests on the ability
to infer that there are commonalities of core beliefs and assumptions that cut across
ethnic, linguistic and religious differences within any single country, and that these shared
commonalities can still explain important work behaviours, despite the variety of espoused
values and observed behaviours that evidently differ within a country (Menon 2004).

Is it a fair or sensible question in today’s world to ask people which country has their cultural
allegiance? What sort of complex cultural identities do people have? How does this impact on
organisational behaviour? Wibbeke (2009) talks about leaders having a ‘tri-partite’ culture: the
culture you grew up in, the culture you live in, and the culture of your organisation. She notes
that at a company like Google, about 70% of the people who work there were not born or raised
in the USA. This is true of most high-tech companies in Silicon Valley. She says that if you look
at somebody who was raised in China until the age of 15 then went to school in New York and
now is working in California for Oracle and ask them: ‘When you’re making an important ethical
decision, what do you go back to?’ they always say, ‘I go back to the ethics that my parents
gave me. Those will help guide me.’



International Human Resource Management

Develop a short questionnaire drawing upon on the Hofstede continua (see how hard it is to
construct some questions that make sense at the individual level!). Use this instrument to
determine where you and a group of other nationals fall against the constructs.

e Where do you feel you reflect a national culture — where do you believe that you are in some
way different?

o Is there a considerable standard deviation around the averages that cultural researchers write
about?

e How pervasive is culture at the individual level? Should you expect that individuals might or
might not reflect the cultural constructs?

e Is culture about the values of individuals or the values of the institutions that they
subscribe to?

Closely associated with this argument about within-societal variation, Gelfand et al (2006)
have redrawn attention to the idea of ‘cultural tightness or looseness’, and developed a
series of explanations for how this impacts on life in organisations. ‘Tightness’ reflects the
strength of social norms (how clear or pervasive the norms are within any society) and the
degree of sanctions (how much tolerance there is for deviation), both of which vary from
one society to another. Loose and tight societies also differ in terms of the amount of
accountability (Tetlock 2002) and the degree to which there is ‘felt accountability’
amongst individuals (Frink and Klimoski 1998). It is only where individuals have this ‘felt
sense of accountability’ that external societal constraints get internalised into their own
behaviour. It is a separate construct from individualism/collectivism. Anthropologists
argue that countries such as Japan, Germany or Singapore, or certain ethnic groups such
as Pueblo Indians, are tight societies, whereas for example in the USA, New Zealand,
northern Finland or in Thailand, society is much looser (Pelto 1968). The degree of
tightness depends on things like the degree of population density, the economic system
and the role of kinship. Individuals in ‘tight’ societies have a lower sense of separation of
their own self from others’ selves (called psychological differentiation). This idea has only
sporadically been discussed by people studying national culture - in the work, for
example, of Berry (1966), Triandis (1989) and Carpenter (2000). Gelfand et al (2007)
point out that tightness/looseness varies within societies as well — between, for example,
different domains of life, regions, and ethnic and religious groups.

o To what extent would someone from the southern states of the USA share their values and
beliefs with those of all North Americans?
e Would a person from Delhi share the values and beliefs of someone from Madras?
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Finally, some important points have been made about how individuals will vary in how
they exhibit a culturally related behaviour depending on the situation. Members of a
collectivistic culture may be highly communal with ingroup members, but that does not
mean they are communal with outgroup members. Members of individualistic cultures
may actually be more communal with outgroup members than collectivists! Consider the
hospitality that individualist Americans can show to strangers. The reference group is
therefore very important (Freeman and Bordia 2001). Single-dimension cultural factors
rarely capture the complexity of such individual behaviour.

3.12 NATIONAL CULTURE IN PROSPECT AND RETROSPECT

It is important to be aware, then, that the more popular culture has become as a means of
explaining the way people behave and the way they work across countries, the more
careful the global HRM practitioner has to be about taking findings at face value. There
are good and bad studies of national culture, and there are good and bad measures of
cultural values. Even when culture has been assessed in some direct way, or where cross-
country differences are used as a proxy for culture, it is important to be aware of some of
the main criticisms that have been made about cultural research.

A common feature of many studies has been to test the way that national contextual
variables — such as individualism and collectivism — moderate the behaviour of individual
workers. This is sometimes done by taking a country-level measure (like the ones outlined
in this chapter devised by people like Hofstede or Trompenaars) and then assigning each
individual a score on the basis of the average score for the nation they come from. Or
alternatively they might measure the individual using instruments that were really
designed to assess national-level constructs.

The first approach falls foul of the ecological fallacy trap (the error of assuming that
statistical relationships at a group level also hold for individuals in the group) observed by
Hofstede (1980), whereby national-level data is used to predict individual-level behaviour,
which leads to incorrect estimations of the real effects of the contextual variables. Both the
Hofstede and GLOBE culture dimensions are derived from individual-level survey data,
which is then aggregated to, and analysed at, the national level. However, whilst these
culture scales are correlated at the national (ecological) level, they are not correlated in the
same manner at the individual or organisational level.

The trap manifests itself in two ways.

1 Cultural values which are known to be held by a group are projected onto an
individual who is a member of the group. This is known as stereotyping. Stereotyping
of itself is not necessarily a negative process, but rather a way for us to try to make
sense of the world by categorising things and individuals. However, it can become
problematic when it is inaccurate - if, for example, we assume that all Japanese are
group-oriented and do not show emotion, or that all Swedish managers favour
consensus-based, participative work practices. Stereotyping becomes dangerous when
group-level data is used to categorise individuals, particularly in a negative and
prejudicial manner.

2 An ecological fallacy can occur by projecting from individuals to groups.

In a recent retrospective, Minkov and Hofstede (2011) remind everyone:

[The cultural dimensions] were underpinned by variables that correlated across
nations, not across individuals or organisations. In fact, his dimensions are
meaningless as descriptors of individuals or as predictors of individual differences
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because the variables that define them do not correlate meaningfully across
individuals. For organisational cultures, entirely different dimensions were found as
well. Yet, despite Hofstede’s repeated warnings that his dimensions do not make
sense at the individual or organisational level, articles that attempt to use them for
these purposes appear periodically in various journals. (p12)

And Brewer and Venaik (2014) have recently shown that many studies of national culture,
even in leading journals, still fall into this trap.

To presume they are is a form of ‘ecological fallacy’ that, despite warnings, has often
been overlooked by culture researchers... articles commit an ecological fallacy by
projecting national-level culture characteristics onto individuals or organisations.
The implications of this ecological fallacy include the development of invalid
culture-related theory and the persistence of erroneous practitioner stereotyping.
(p1063)

Finally, like all good things, their time might pass. Taras et al (2012) note that around
the world, researchers have conducted thousands of smaller studies based on Hofstede’s
model and this has generated a lot of compatible data that can be meta-analytically
integrated into a dataset that draws upon all the individual studies, which have sampled
the same populations (nations) at different times, offering a longitudinal perspective and
exploring how and why cultures change over time. They created sets of cultural indices
for each decade since Hofstede’s work, matching culture with other longitudinal datasets
such as national economic development indicators, to explore a host of new research
questions about the causes and effects of cultural change. The final pool contained data
from 451 empirical studies representing over 2,000 samples comprising over half a
million individuals from 49 countries and regions. They found the following:

An examination of the links between Hofstede’s and our meta-analytic indices and
a number of theoretically relevant criteria such as demographics, economic and
societal indicators confirmed that the precision of Hofstede’s scores has been
decreasing over time. While Hofstede’s scores correlated remarkably strongly with
theoretically relevant indicators from the 1980s, the correlations typically weakened
for each subsequent decade thereafter. At the present rate of validity degradation,
Hofstede’s scores will no longer recognisably represent world culture within a few
decades. (p 339)

From our discussions of recent criticisms of research into cultural differences,

e can we safely assume the existence of single national cultures?

e is the influence of culture as an explanatory variable decreasing in the wake of continued
globalisation?

e are there conditions that elicit universal responses from employees regardless of culture?
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o The study of national culture is still a topic of vigorous ongoing academic
debate.

e The practitioner press greatly encourages the creation of interculturally
competent organisations as the way to success in global business. It also
reports on many failures.

e Evidence from both the research world and business events repeatedly
emphasises the enormous impact of different cultural orientations (for good or
bad) on our everyday lives.

e A number of academic professions have contributed to our understanding of
how and why behaviour appears in specific cultural contexts — anthropologists,
sociologists, cross-cultural psychologists, cultural psychologists, psychological
anthropologists and, most recently, international management researchers.

® There have been three main streams of work: cross-national comparisons driven
by a logic and assumption that ‘culture equals nation’; the study of intercultural
interactions and how people interact across cultures and the characteristics and
processes through which new cultures are formed; and more recent conceptions
of organisations operating in a multicultural context.

e Organisations are considered to be home to and carriers of several cultures at
levels that include function, organisation and business unit, profession and
occupational group, ethnic group, project-based network, regional institution,
geographical and economic region, ideology and religion.

® Theories have examined national culture at different levels of analysis, ranging
from behaviours and practices, through underlying values, down to underlying
assumptions.

® A good deal of work in IHRM has been driven by assumptions of ‘fit’ — the idea
that certain HRM practices better fit into specific cultural contexts.

o Our understanding of cultural differences relies mainly, however, on cross-
cultural frameworks, working at a national level and derived from quantitative
sampling techniques. National culture is also reflected at the individual level in
terms of the value orientations that people hold.

® These frameworks provide practising managers with an initial map of the types
of issues they may need to take into account when working in an intercultural
context.

e But it is dangerous to over-generalise or stereotype on the basis of these
descriptions of generalised characteristics of cultural values. Such
generalisations are valid only as statistical statements about large numbers of
people.

® By keeping these as helpful indicators, and understanding the limitations of
some of our evidence and the assumptions that we make when we try to study
culture, managers can avoid the tendency to stereotype, but can also
experiment with appropriate behaviours and processes that will hopefully lead
to better intercultural ability.

@ Although the impact of cultural differences is important at an individual level, it
is more important to understand what effect they can have at the team and
organisational level.
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1 How well do the indices and measures here reflect your own country? Give
reasons for your answer.

> Are national cultural differences likely to be more, or less, strong than
organisational or gender differences in culture? Explain your views.

3 How might cultural differences make it difficult for a UK visitor to Japan to do
business?

4 Choose an aspect of HRM such as selection, appraisals, training or industrial
relations, and explain how cultural differences might affect it.

5 Argue that an organisation should have clear rules about the management of
people that cover operations in all its different countries. Argue that such
rules should be varied for the different national cultures represented within
the organisation. Can the two views be reconciled?

6 What does the study of how managers actually spend their time and their
decision-making powers in like-for-like organisations really tell us? What are
the messages for key areas of HRM policy?

KITTLER, M.G., RYGL, D. and MACKINNON, A. (2011) Beyond culture or beyond
control? Reviewing the use of Hall’s high-/low-context concept. International Journal
of Cross Cultural Management. Vol 11, No 1. pp63-82.

REICHE, S.B., LEE, Y-T., and QUINTANILLA, ). (2012) Cultural perspective on
comparative HRM. In Brewster, C.). and Mayrhofer, W. (eds). Handbook of research
into comparative human resource management practice. Cheltenham: Edward Elgar.
pp51-68.

SACKMANN, S.A. and PHILLIPS, M.E. (2004) Contextual influences on culture
research: shifting assumptions for new workplace realities. International Journal of
Cross Cultural Management. Vol 4, No 3. pp370-390. This article explains the ways
in which researchers conceptualise culture, the research questions they consider it
legitimate to ask, and their attempts to identify its effects. It lays out the
assumptions that underpin three different approaches within the field: cross-
national studies, studies of intercultural interactions, and the multiple cultures
perspective. In explaining the research discourse in recent years, the article also
highlights the increasing criticism of the cross-national comparison research stream,
and argues that we now must examine more than just bicultural contexts.

VAIMAN, V. and BREWSTER, C.). (2015) How far do cultural differences explain the
differences between nations? Implications for HRM. International Journal of HRM.
Vol 26, No 2. pp151-164.
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CHAPTER 4

Culture and Organisational Life

LEARNING OUTCOMES

When you have read this chapter, you will:

o understand the complexity of linking culture to organisational life, and be able to place any cultural
analysis into a broader frame

o be aware of the impact of culture on organisational behaviour and HRM practices

o understand the mechanisms through which national culture shapes HRM

o understand how culture might impact the behavioural dynamics that take place within key HRM
practices

o be able to suggest ways that practitioners and academics can use understandings about culture in
their work

@ be able to apply culture to other developments, such as corporate social responsibility or changes
in attitudes across generations

o be aware of the role of individual factors such as multiculturalism and cultural intelligence in
helping organisations to internationalise.

4.1 INTRODUCTION

In the previous chapter we examined the notion of national culture. We laid out the
different approaches to cross-cultural study and explored the strengths and weaknesses,
and contributions and limitations of any particular approach. We argued that even though
we need to avoid falling into the trap of cultural stereotyping, culture can have some
surprisingly deep and complex impacts on organisational behaviour. In this chapter we
explore just what these may be. We do this by covering the topics to which IHRM
researchers and practitioners seem to be applying the notion of culture. What issues form
the heart of current debates around culture? In doing this it should become clear that
most issues are very complex, and we should beware relying on a cultural explanation
alone. For example, from the last chapter it might be inferred that Scandinavian countries
are positioned on Hofstede’s scales as being more feminine, so gender roles should be less
tightly defined. Yet despite cultural data suggesting that Sweden is a more equal society,
the gender pay gap is wide, especially amongst high earners. The online European
Foundation for the Improvement of Living and Working Conditions (Eurofound)
resources carried a report in 2015 that research by the Institute for Evaluation of Labour
Market and Evaluation Policy showed that although the gender wage gap has decreased
since 1998, the gap is still greater in Scandinavian countries, especially Sweden, than in
other parts of the EU! The gender wage gap is particularly marked among white-collar
workers but less pronounced among blue-collar workers. Once we apply culture into ‘real’
contexts, we start to link cultural explanations to other phenomena.
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However, the world is changing rapidly and it is sensible to ask if all of the messages

from international management research always translate to the new global contexts.

To demonstrate the complexity of linking culture to organisational life, and the need to
place any cultural analysis into a broader frame, we provide two contrasting examples.
The first example, looking at Korean MNCs, shows that a national culture forms part of a
complete system, in which various HRM practices only make sense if you see how they fit

together as part of a broader jigsaw.

CASE STUDY 4.1

South Korea is seen as a successful
example of late industrialisation.
However, the leading Korean
conglomerates (chaebols) have been
studied in relation to two culturally
embedded issues. First, after the Asian
financial crisis in 1997, when many
Korean organisations attempted to
introduce Western-style performance
management systems, they found that
these approaches were ineffective in their
context. Second, whilst many South
Korean MNCs are major global players in
their respective industries, have a high
level of investment in overseas
subsidiaries, and have significant global
market shares, they frequently struggle
to achieve the same level of success in
their subsidiaries as they have in the
domestic context.

In part both issues have been attributed
to problems with the attention given to
expatriate training, two-way knowledge
transfer, and development of global
leadership, but they have also been
linked with questions about the level of
autonomy, trust and motivation in both
domestic and foreign subsidiaries. How
does culture have such an impact on
organisational life?

The cultural norms in Korea are
collectivist, and have been heavily
influenced by Confucianism, which
stresses harmony, hard work, respect for
elders, strong family ties and a passion
for learning through the cultivation of an
individual’s mind. Managerial controls —
the processes that managers use to
communicate, monitor and reinforce
performance standards in ways that

@ LIFE IN A SOUTH KOREAN MNC: A CULTURAL INTERPRETATION

ensure conformity to organisational plans
and principles — are usually exerted
though a combination of the use of
power and authority, as well as through
bureaucratic, cultural and informal
mechanisms. In Korean MNCs, what is
called clan control is important. It is
underpinned by the collectivist culture. It
is a form of emotional control that
focuses on developing collegial
associations and common values,
emphasising social exchanges, long-term
relationships, and a strong sense of trust
and reciprocity.

Organisational performance and internal
coherence relies on the long-term
employment of senior managers, in turn
supported by seniority based
compensation and promotion. A
paternalistic management style replaces
the need to focus on organisation design.
Employees are controlled through culture
and their role expectations, rather than
through the detailed processes and job
descriptions often associated with a
performance management system as a
form of bureaucratic control. The
chaebols are known for their strict
recruitment and selection, high
investment in large management
development and training programmes, a
high work hours culture, and high levels
of employee commitment. New recruits to
the chaebol go through four to six weeks
of training, are tested on the founding
family’s history and values, then during
their early years with the organisation are
rotated through different functions
according to the company’s needs, rather
than the individual’s career aspirations.
But there is also a sense of mutual




dependence between unequal parties,
such as supervisors and subordinates,
and the important role of informal ties
allows a subtle degree of empowerment,
by transferring some managerial
authority, prerogative or ability to
employees. Managers must be seen to
preserve the appearance of care and

Culture and Organisational Life

o How might Korean MNCs try and
build support for the norms of
reciprocity outside their home
context?

e Would their ‘recipe’ be seen as
legitimate and fair if practised
abroad? Would they be able to
replicate the whole system

concern for their trusting subordinates, overseas?

with frequent social gatherings used as ® Would senior Korean managers

an important part of decision-making and display the same level of trust in the
conflict resolution. Indirect and very non- workforce of an overseas subsidiary
confrontational resolution of disputes as they might have built at home?
along with etiquette and courtesy e Would operating in a different

(nunchi) are important to Koreans. culture cause tensions and hostility,
and a degree of cultural distance —

what is called a ‘liability of
foreignness’?

Derived from Yang (2015)

Questions:

o Why might it be difficult for Korean
MNCs to ‘export’ their model to their
western subsidiaries?

Zeng et al (2013) examined a data set covering the life history of 3305 foreign direct
investments (FDIs) conducted by 264 South Korean MNCs in 85 countries between 1990
and 2006. The bulk of Korean FDI goes to the USA, China and Japan. They calculated the
‘distance’ between two countries using cultural values and clusters obtained from the
Hofstede study, and checking this with the Global Leadership and Organizational
Behavior Effectiveness (GLOBE) project, both discussed in the previous chapter. They
found there was a positive relationship between the extent of subsidiary mortality and
level of experience when an MNC had a low level of experience in a dissimilar culture.
When South Korean MNCs were new to a dissimilar culture, their prior FDI experience in
that host culture had a detrimental effect on the subsequent subsidiaries in that culture -
cultural differences eroded the MNC’s ability to untangle causalities effectively in their
early FDI operations. This relationship was weaker when the MNC had prior foreign
direct investments that had been dispersed across different cultures, but was stronger if it
expanded internationally at a fast pace. International business researchers have long held
that it is important to understand the link between strategy and culture:

cultural differences create a gap between the knowledge a firm possesses and the
knowledge it requires in order to succeed in its foreign ventures... [and] this
knowledge gap erodes an MNC’s ability to learn from its experience, by reducing its
ability to interpret and assimilate its local experience. (Zeng et al 2013, p46)

MNCs draw erroneous inferences and learn incorrectly from their early expansions
when new to a dissimilar culture, because their learning abilities are eroded by
cultural differences. (Zeng et al 2013, p42)

The second example, which looks at the challenges faced by overseas retail MNCs when
they try and operate in China, makes it clear that for most organisations, the real
challenge is trying to understand how various national cultures might impact their
preferred business model or organisational strategy. Simple assumptions about the cultural
behaviour of employees or consumers are rarely sufficient on their own.
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CASE STUDY 4.2

WALMART AND CARREFOUR IN CHINA: WHAT IS MORE IMPORTANT —

CULTURE OR STRATEGY?

China has gradually opened its consumer
market of over 1.3 billion people to the
global market and consumer product and
retail firms such as Procter & Gamble,
Unilever, Metro, Tesco, Walmart, and
Carrefour have all entered the market.
Retail MNCs have emerged as a global
force and this has led to much study of
incentives for internationalisation, modes
of market-entry, the transferability of
retail formats, the impact of the host
economy on market entry, the impact of
the institutional environments of the
home and host markets, and the
importance of organisational learning to
possible strategic failures and
divestments. Walmart and Carrefour are
two of the largest global retailers.
Walmart has over 7,000 stores on four
continents. The Carrefour group has
operated or franchised stores in 30
countries.

They face what is called the ‘structural
paradox’. How do they balance their
desire to continue standardising (at the
supra-national level) whilst also
localising? In order to be cost-effective
and achieve scale economies, the desire
to standardise is strong. It is tempting to
directly transfer the strategic assets that
have made them successful in the first
place — their formats, commodities, retail
practices and know-how about things like
shelving and display, sales events,
distribution practices.

Both have been successful advocates of
lean retailing, but so far they have failed
to extend their dominance in their
domestic markets to the Chinese market.
While both firms have had some degree
of success, neither has been able to
match the combined growth of their
larger Chinese competitors, despite
taking different approaches to their
Chinese operations. Whilst Walmart has
stressed its preference for

standardisation of operations, Carrefour
has tried to be more locally responsive to
the Chinese economic culture. Walmart
mainly operates hyperstores. It also relies
on global procurement centres — its two
Chinese centres account for about 70% of
Walmart’s world-wide purchases.
Carrefour owns or franchises a large
number of convenience and deep
discount stores in addition to its
hyperstores. In Carrefour procurement
and distribution are decentralised — each
manager handles procurement.
Potentially they were better suited to
localisation.

Lean retailing requires cost-effective
relationships with suppliers, high use of
logistics technology, the minimisation of
distribution and selling labour costs, and
quick and flexible responses to changes
in market conditions in order to be able
to dominate the local network. But they
also have to comprehend the nuances of
the local consumer culture to a much
greater extent than production MNCs
might have to, and localise in ways that
neither subvert their corporate identity
nor reduce their economies of scale.

Both had to enter the market through
Chinese/foreign joint ventures, with the
Chinese partner holding a majority share,
and initially had to operate in “first-tier’
cities such as Beijing, Shanghai,
Guangzhou and Shenzhen. Both found
out that many assumptions made about
the impact of a future urban middle class
on the consumer market were premature.
China’s ratio of disposable income to
spending is still about half that of the
USA, is the lowest in the world, and
differs markedly across cities. China has
a total of 815 cities, 200 of which have a
population over one million at different
stages of development.

Derived from Chuang et al (2011)
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of the skills needed for effective
operations?

Would understanding how national Is localisation necessary to be
culture impacts the local retail successful for both organisations?
culture be important? How important would a greater

understanding of guanxi and local

What else needs to be done in order .
government relations be?

to create an in-depth understanding

Both of these opening examples illustrate how important it is to understand the way
differences in national cultures can affect attitudes and behaviours in the work environment.
These attitudes and behaviours in turn become embedded in organisational cultures and
systems. The need to study the impact of national cultures on organisational life should
therefore be a given in this global world. However, many management texts (primarily US
and western) still adopt a universalist approach, focusing on ‘best practice’, often without
any acknowledgement of how transferable these practices might be in different societal
contexts. In this chapter we review the areas of people management practice, and corporate
life, to which cultural values have been linked in recent years. We draw upon the evidence
in both in the general international HRM journals, and cross-cultural outlets such as the
International Journal of Cross Cultural Management and Cross Cultural Management.

4.2 THE IMPACT OF CULTURE ON ORGANISATIONAL BEHAVIOUR AND HRM

Cultural assumptions answer questions for group members. They suggest the types of
interactions and behaviours which should lead to effectiveness. They determine the
information that managers will notice, interpret and retain. They lead to different ways of
seeing the same event and therefore different problem-resolution strategies. A vast body of
literature exists which reports empirical evidence suggesting that employees and managers
from different cultures are different from each other in the processes, behaviours and
values that come into play in a decision-making situation. Cultural assumptions are
therefore linked to a wide range of organisational behaviours (Tayeb 1996).

Draw upon some of the evidence from the previous chapter and this one to argue, in any one
national setting, how culture could be considered to impact on each of the following:

e power and authority relationships

e coping with uncertainty and risk-taking
e interpersonal trust

o loyalty and commitment

e motivation

e control and discipline

e co-ordination and integration

e communication

e consultation

e participation.

To what extent are these organisational behaviours also determined by an individual’s
psychology (itself a product of various cultural, social, political and personal influences), his or
her life-stage, and his or her generational subculture?
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The last chapter showed that cross-cultural researchers argue that organisations are
‘culture-bound’. Management practices are heavily influenced by collectively shared values
and belief systems. Laurent (1986, p97) warned against assuming that management
approaches developed in one particular culture can be deemed to be valid for any other
culture:

If we accept the view that HRM approaches are cultural artefacts reflecting the basic
assumptions and values of the national culture in which organisations are
embedded, international HRM becomes one of the most challenging corporate tasks
in multinational organisations.

; KEY FRAMEWORK
@ The mechanisms through which culture shapes HRM
The literature indicates that cultural values shape the conduct of HRM through the
following mechanisms (Sparrow and Hiltrop 1997):

e attitudes held about, and definitions of, what makes an effective manager, and
their implications for the qualities recruited, trained and developed

o the giving of face-to-face feedback, levels of power distance and uncertainty
avoidance, and their implications for recruitment interview, communication,
negotiation and participation processes

e expectations of the manager-subordinate relationship, and their implications for
performance management and motivational processes

o differential concepts of distributive justice, socially healthy pay and the
individualisation of rewards, and their implications for the design of pay systems

o the mindsets used to think about organisational structuring or strategic dynamics.

4.3 DO CULTURAL STUDIES HAVE ANY UTILITY?

Studies continue to show that national culture has a deep impact on many aspects of
HRM. Throughout Part Two of the book we shall draw out the ways in which cultural
differences impact on the main HRM functions, such as recruitment and selection,
training and development, pay and so forth. In this chapter we shall summarise some of
the more recent evidence on the value of cultural analysis in general.

@&

One of the vexing debates about indicator variables across the period
globalisation is whether it produces 1960—2009 covering economic,
convergence in the evolution of the demographic, knowledge, financial, and

global system of nation states, over time,  political domains — in fact everything but
and across countries or not. And if there cultural variables (these were excluded

is convergence across countries, does because the World Values Survey only
this occur through competition, coercion,  started in 1980). They used a
emulation, mimicry and/or normative sophisticated statistical approach to

pressures? Berry et al (2014) analysed analyse changes over time in the amount



of space between nation states or
countries. The findings, consistent with a
long tradition of research in sociology
about the resilience of the nation state in
the face of globalising tendencies, show
that over the last 50 years nation states
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dimensions (excepting some
developments in groups of countries with
a core-periphery status or membership in
trade blocs). In fact they show long-term
divergence.

Source: Berry et al (2014)

in the global system have not evolved
significantly closer (or more similar) to
one another along a number of

The very existence of the state encourages homogenisation of cultural elements
[and] political, economic, social, and regulative institutions define the power of the
nation-state as a cultural delimiter... national governments enact workplace laws
and provide the base for MNE operation at home and abroad, inclusive of cultural
content. (Ronen and Shenkar 2013, p869)

As we saw in the previous chapter, the idea of clustering countries in terms of culture has
a long history, and can be traced to the sociological, political and legal concepts of there
being ‘families of nations’. Ronen and Shenkar (1985) believed that variation in cultural
values that is tied to workplace behaviours, attitudes, and outcomes is systematic. They
clustered countries based on work-related values. Why? Because identifying reliable
dimensions of cultural variation helps researchers select cultural groups for study on an a
priori basis.

But their original map is now dated and missed some key regions of interest, such as
China. They have developed a new map of cultural clusters (Ronen and Shenkar 2013),
using an updated dataset based on similarity and dissimilarity in work-related attitudes,
and have expanded its coverage to world areas that were non-accessible at the time
of their original 1985 work. They use an ecocultural perspective. This sees culture as an
evolving adaptation to ecological and sociopolitical influences. Individual psychological
characteristics in a given population similarly adapt to their cultural context.
Their examination uses three variables — the combined role of language, religion, and
geography - in generating cluster formation.

Their 2013 analysis is described as utilitarian, that is, it is designed to reduce the
complexity in cultural studies and to and aid data manageability. They want to identify
cluster labels that reflect ‘.. .those behavioural and attitudinal corollaries that transcend
corporate and individual variations, and whose congruence carries performance
ramifications’ (Ronen and Shenkar 2013, p890). To do this they use all the data published
between 1992 and 2005 by ten input studies from Brodbeck, Foley, the GLOBE project,
Hofstede, Inglehart and Baker, Merritt, Schwartz, Smith, Trompenaars and Zander. These
studies each cover between 16 to 65 countries, and in total cover 114 countries, of which
70 could be analysed. The findings show:

o at the finest level of discrimination there are 38 local clusters of countries
(see Table 4.1), with 43 of 70 countries having one or more members, the rest
being a single country

e at the highest level of agglomeration there are 11 global clusters

e in between there are some sub-global clusters of countries.

The latter level of analysis, barring the odd ‘strange bedfellow’, seems to be the most
useful.
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Tahla A 1 CGlahal clyyctore of conntriec

Eleven global clusters Consensus inclusive countries and singletons

Arab Kuwait, Morocco, UAE

Near East Turkey, Greece

Latin America Cluster 1: Colombia, Ecuador, Mexico, Venezuela, Argentina,

Bolivia, Chile, Peru, Uruguay, El Salvador
Cluster 2: Costa Rica, Guatemala
Singleton: Brazil

East Europe Cluster 1: Poland, Slovakia, Slovenia, Hungary
Cluster 2: Russia, Romania, Ukraine, Belarus, Georgia, Bulgaria,
Cyprus
Cluster 3: Czech Republic, Estonia
Latin Europe Cluster 1: Spain, Portugal, France, French Switzerland, Italy,
Belgium
Singleton: Israel
Nordic Cluster 1: Norway, Iceland, Sweden
Cluster 2: Finland, Denmark, Netherlands
Germanic Cluster 1: Germany, Switzerland
Singleton: Austria
African Cluster 1: Nigeria
Cluster 2: South Africa
Anglo USA, UK, Australia, New Zealand, Canada, Ireland
Confucian Cluster 1: China, Taiwan, Singapore, Hong Kong

Cluster 2: South Korea
Singleton: Japan

Far East Cluster 1: Pakistan, Iran, Thailand, Indonesia, Zimbabwe
Cluster 2: Malaysia, Philippines, Jamaica
Singleton: India

Source: Summary of findings in Ronen and Shenkar (2013)

If the evidence for continued cultural differences seems robust, what about evidence that
links culture to HRM practices?

@ CULTURAL IMPACT OF HRM PRACTICES ON JOB SATISFACTION

America and Latin America. The dataset o level of training received.
covered over 70,000 employees in three
large MNCs from financial services,
manufacturing, and oil and gas
production. They measured:

<

< Andreassi et al (2014) looked at the effect o feelings of personal accomplishment
> of seven HRM practices on job e recognition for good performance
g satisfaction across 48 countries. These o communication from management
= countries were combined into four @ perception of teamwork as priority
L’J cultural regions: Asia, Europe, North @ ability to balance work and life, and
V5]

<

()

These were considered to form part of a

high-performance work system (HPWS).

All seven HRM practices could predict job

satisfaction to a degree, in all four

e perception of equal opportunities in regions. They used Hofstede’s cultural
the workplace dimensions to explain any differences.
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Universally important relationships Hofstede’s cultural dimensions. In terms
between job characteristics and job of predicting job satisfaction:
satisfaction applied across all regions of
the world. A sense of achievement was
the most important driver universally. A
sense of accomplishment from work,
recognition received from doing a good
job,teamwork, and ability to balance
work and personal lives were significant
across all four regions when regressed on
overall job satisfaction. There were
significant differences in the relative
importance of job characteristics on job
satisfaction. These were consistent with Source: Andreassi et al (2014)

equal opportunity was most important
in Asia

accomplishment was most important in
Latin America and North America
teamwork was most important in Asia
and Latin America

personal recognition was most
important in Europe, and

work-life balance was most important
in North America.

Pragmatically, what would be the value to organisations of analysing their employee data like
this across countries? How could they use such an analysis?

All data can be improved. In the previous chapter we outlined some of the criticisms that can be
made of studies that try and link national culture to HRM practice. What do you like or dislike
about the methodology of this study?

However, as Ronen and Shenkar (2013, p890) cautioned in their study, the data that
practitioners and academics have at the moment:

does not address the possibility that convergence and divergence measures vary
depending on the issue at hand, as demonstrated, for instance, by the findings on
leadership styles and preferences, or observations concerning ethical behaviour.

Consequently, the more we wish to link national culture to the ‘nitty-gritty’ of
organisational life, and people management at the individual level, the more we need to
refine our understanding.

4.4 CORPORATE SOCIAL RESPONSIBILITY AND NATIONAL CULTURE

In this book we shall examine many different HR functions and practices in Part Two,
and many aspects of international strategy in Part Three. All of these can be linked to
questions of national culture. But to serve as an example, we briefly look here at the
question of corporate social responsibility (CSR). Does culture impact attitudes or
approaches to this strategy? The position that individuals and organisations take is
considered to be socially constructed and driven by managerial values (Agle et al 1999;
Basu and Palazzo 2008).



International Human Resource Management

L,

Two cultural values (power distance and individualism-collectivism) have been linked
to attitudes about CSR. There is still some confusion about the impact of power distance.
For example, Christie et al (2003) found that while 98% of (individualistic) American
managers expressed disagreement with the statement that ‘being ethical and being
profitable do not go together, only 71% of Indian managers and 38% of Korean
managers, who are more collectivistic, did so. American managers seemed to have a deep
understanding of the role of ethics in business (consider some of their religious and
philanthropic motives) and do not see being ethical and being profitable as being mutually
exclusive. Whereas Vogel (1992) argued that German managers are far more skeptical

KEY FRAMEWORK

Main sources of cross-national difference in approaches to CSR

e The institutional environment: this differs across countries and this influences the

rules of the game.

@ Cultural values: corporate social responsibility derives from accepted values and
these values differ across countries. They influence managerial decision-making
and indicate which choices and behaviours are acceptable or unacceptable.

e Education: managerial education plays a key role in shaping the worldviews of
future managers. It diffuses a particular management ideology that will emphasise
the compatibility (or incompatibility) of corporate economic and social

responsibility.

Usunier et al (2011)

about the compatibility between ethics and profitability.

CASE STUDY 4.5

@ DO ATTITUDES TO CSR TRAVEL?

There have been contrasting views in the
academic literature about the link
between CSR and culture. It is difficult to
be prescriptive about such links because
there are different types of CSR:

® economic

o legal

o ethical

o philanthropic.

There are also competing views about its
desirability. One view argues that it is
possible to pursue profit-orientated
objectives whilst still emphasising CSR.
Meeting social responsibilities is
necessary in the long run for full
economic and shareholder value to be
achieved. A strong corporate image (or
lack of it) drives business development.
Another argues that in the short run this

is rarely the case, because the ‘size of
the pie’ is fixed, and CSR competes with
economic objectives.

Are managers’ views about CSR and
economic responsibility compatible or
not? Usunier et al (2011) looked at the
views of CSR held by a sample of 1805
young MBA managers from across 16
countries and linked these to possible
cross-national differences in cultural
values, management education and
corporate governance systems. They
used Hofstede et al’s (2002) Business
Goals Network Data to develop a
measurement scale for CSR and tested
for differences in the extent to which the
MBA students considered 15 business
goals to be important for a successful
business person in their country. The
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USA was used as the baseline to countries. Controlling for the other
compare responses. The individual factors (country wealth and so forth),
attitudes of the MBA students were then power distance was, however,

linked to national data on culture using significantly linked with the view that CSR
Hofstede values, indices for corporate and economic goals could be compatible.
governance performance from the World The researchers concluded that
Economic Forum, and the type of

educational focus the country had. managerial education is shown to
matter. It is the single most
significant covariate, giving

credence to the argument of

Ghoshal (2005) that future

managers tend to align their
behaviour with the doctrines they
have been taught. (Usunier et al

On average, across countries, trying to 2011, p294)

achieve CSR and economic goals was

seen as relatively incompatible —

especially by MBAs from individualistic

Australian, Brazilian, Hong Kong and
Hungarian MBA students placed social
responsibility at a higher level of
importance than American MBAs. German
MBAs placed CSR as even less important
than the American sample.

National culture therefore plays a role, and it seems that differences in individual
perceptions, attitudes and perceptions within any one country about the trade-off between
CSR and economic values are less than the differences found between countries (Lubatkin
et al 2007; Williams and Aguilera 2008).

The comparative institutional literature tends to hold that the behaviour of the actors within
each nation is constant (Aguilera and Jackson 2003). But does this run the risk of presenting an
over-socialised view of managers, implying that all actors fully conform to the norms, values,
and rules of their society?

4.5 PLACING BOUNDARIES AROUND THE IMPACT OF CULTURE

One area of focus of recent research has been to place some boundaries around the impact
of culture, by looking at its impact in parallel to other aspects of organisational life. For
example, sometimes individual differences - differences that still reflect some kind of
imprint of national culture, but are not really seen as culture — might explain why people
act the way they do in international organisations. A key problem that can occur when
working in intercultural situations is the tendency to confuse personality and culture.
Culture is, by definition, a group-based concept, whereas personality is an individual-
based concept.

Psychologists tried to address this by finding ways of looking at how important cultural
values might be reflected at the individual level using scales that can treat cultural
dimensions as quasi-individual difference characteristics). Although people from a
particular culture can on average share or endorse a given cultural value or belief, and it is
only the level of the country that is the single most important determinant of these scores,
when values are measured at the individual level there is still enough distribution of scores



International Human Resource Management

across a cultural scale but between members from within any single country for their
scores on the value orientation to be treated as an important individual difference. Where
such measurement of culture is also based on values that are known to operate at the
individual level (rather than, for example, just using scales that were designed to reflect
nationally-derived cultural dimensions), this approach can be helpful to global HRM
practitioners. This led to work that examined whether, at the level of the individual,
preferences for specific HRM practices can be predicted by knowing that person’s value
orientations, and therefore which HRM preferences are cultural-values-free (Sparrow and
Wu 1998; Nyambegera et al 2000; Earley and Mosakowski 2002). As Earley and
Mosakowski (2002, p316) noted:

Now is an opportune time for researchers to move away from the tried and true
friends of cultural values as the sole indicators of cultural differences.

How do employees perceive the organisational practices that typify their organisation’s culture?

If there are differences in these perceptions across countries, is it because of culture?

To address some of these questions, Fischer et al (2013) studied 1,239 employees in
organisations from six different cultural and economic contexts (including Latin
American and Asian countries that they point out are under-studied). Employees were
asked to rate statements about work practices in terms of ‘how frequently each of the
situations occurred’ in their organisation. They checked to see if these perceptions co-
varied with personal, organisational, economic, and cultural characteristics: were there
‘multiple levels of perceptions’ of their organisation’s practices? The differences were
predictable across managerial position, public versus private sector, as well as by macro-
factors such as levels of national income and the pace of national economic growth.

In order to understand differences in managing money, Tung et al (2012) looked at the
interplay between ethnicity, religious affiliation, and income levels. They looked at ‘asset
allocation decisions’ among 730 Caucasian (Australian and Canadian) and ethnic Chinese.
The findings showed that high-income groups could be treated as one consumer (or
internally, employee) segment, but people in low-income brackets made investment
strategies that varied on the basis of ethnicity and religion, according to their values.

Another way in which studies have tried to put national culture into context is to look
at differences in values across countries, but within specific sectors.

Do certain sectors — such as the public sector — have their own values? Are their commonalities
in vision and purpose strong enough to supersede differences in national culture?

Studies are beginning to ask these more nuanced sorts of questions. For example, in
Europe, the EU is going through challenging times and economic crisis. As countries
reform their economic systems and their public management, questions are being asked
about cultural differences in the reactions of workforces. Capell et al (2013) surveyed
public sector employees on 60 values from four different countries, two from the ‘old” EU
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(Germany and the Netherlands) and two from the ‘new’ EU (Estonia and Lithuania).
Employees in the public sector from old EU member states were more ethically and less
pragmatically oriented than those from the new EU member states. Values were also more
congruent across demographic groups in the new EU states compared to the old EU
member states.

4.6 1S COUNTRY MORE IMPORTANT THAN REGION IN EXPLAINING WORK
VALUES?

Another nuanced question that has been addressed in recent years is whether it makes
sense, or not, to try and capture culture at the level of nations or whether regions would
be better. Some studies have looked at differences between national, regional and
organisational values.

The World Values Survey (WVS) has been used to refine our understanding about
values and to suggest improvements in the way that practitioners and academics use
culture in their work. The WVS uses a large array of survey questions to probe
respondents on their values and their socio-demographic background and other
characteristics. It has evolved into a global project encompassing almost 100 countries.
The total number of observations ranges from approximately 55,000 to almost 345,000,
depending on missing data, with data on up to 1,572 regions nested in 94 countries.

Van Hoorn (2015) re-analysed data from the WVS and found considerable cross-
national variation in mean scores for all five value measures, showing sizeable societal
differences. But he also found that intra-country variation accounted for the bulk of total
variation in work values:

Given that approximately 85% of total variation in values is within countries, there
is much in terms of values vitally shaping the environment for organisations that
gets overlooked if we only consider country means. (van Hoorn 2015, p1012)

He argues that practitioners and academics seeking to understand differences in work
values should begin considering intra-country variation and consider subnational
categorisations. Kaasa et al (2013), using data from the European Social Survey (ESS)
database also found that countries may be much more heterogeneous in terms of cultural
variation than several cultural studies presume.

Peterson and van Iterson (2015) use WVS data from the Netherlands and Germany to
compare the importance of ‘within-nation region differences’ to the national differences in
work goals. Some goals, such as those around pay, do not differ either between the two
countries or regions within them. Others do show regional differences, but with a twist.
Whilst job security goals and goals for working with pleasant people varied between
regions, the largest differences between regions were between regions within national
boundaries, rather than between regions across the two nations. Within-nation regional
differences were noticeable, mainly along religious groups, but they were ultimately small.

Most firms assume that within any one country, regardless of its overall national culture, there
will be a sufficient distribution of people within a country who have values that will fit theirs,
allowing them to maintain a fairly homogenous organisation culture or employer brand.

Just how ‘local’ would you want to be in selecting people from a labor market to suit your
employer branding strategy?
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4.7 WHAT IS MORE IMPORTANT: GENERATION OR NATIONAL CULTURE?

Another way to place some boundaries around the impact of culture is to ask whether
differences in cultural values will be overcome by shifts in generational values. Both
membership of a particular generation and membership of a particular culture can affect
individuals’ work attitudes. There has been ongoing interest in this issue (Wong et al,
2008; Stelzl and Seligman 2009; Twenge et al 2010; Valkeneers and Vanhoomissen 2012;
Lub et al 2012). The management of age diversity in cultural attitudes has become a highly
relevant research issue. The definition of the ‘quality of life’ varies by generation and
workplaces are becoming increasingly age diverse.

It is often stated that the ‘generation’ versus ‘national culture’ question lies at the intersection
of the following topics:

® generations

@ national culture

e employee life cycle stage
e work values

Why?

Organisations are not only trying to understand the differences in work attitudes across
cultures and national labour markets, but also those that might come from generation
change (notably between Traditionalists, Baby Boomers, Generation X, and Generation Y,
but a plethora of interesting generational categorisations continue to emerge). It is
important because large number of those born in Generation Y already form part of the
workforce and coexist with Generation X members within an organisation.

@&

Costanza et al (2012) found 20 reliable
studies conducted between 1995 and
2009, of which 16 were conducted within
the USA, and only four outside, including
one in Canada, one in Europe, and two in
New Zealand. Together they allowed for 18
generational pairwise comparisons, across
the four generations, covering 19,961
respondents. They conducted a meta-
analysis of generational differences on
three work-related criteria: job satisfaction,
organisational commitment, and intent to
turnover. The relationships between
generational membership and work-related
outcomes are in reality moderate to small,
and zero in many cases:

The results of the meta-analysis
generally do not support the
notion that there are systematic,
substantive differences among
generations in work-related
outcomes. (Costanza et al 2012,
p387)

Even where generational differences can
be observed in attitudes and values (and
they are generally easy to find), they can
be explained by life stages and general
maturation.

Source: Andreassi et al (2014)
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Not all academics would agree with this, arguing that each national culture creates its own
definitions of generation, and these may still be meaningful.

Cogin (2012) analysed data on the Protestant work ethic (PWE) from 407 personnel at
the American, Australian, Chinese, Singaporean, and German offices of a large MNC. Her
study found there were generational differences when the effects of culture (country) and
life stage were controlled for, with respect to the ‘anti-leisure’, ‘asceticism’, and ‘hard work’
factors of the Protestant work ethic, but no intergenerational differences on the
‘independence’ dimension. Similarly, Susaeta et al (2013) studied five sources of work
attitudes - life project, professional ethics, and attitudes towards authority, leadership and
commitment to the company - in respondents from Spain and Latin America (Brazil,
Chile, Colombia and Peru), controlling for generation and country of origin. The results
showed significant differences between generations and cultures, particularly when
focusing on the life project. They concluded that Latin America cannot be viewed as a
homogeneous whole in terms of individual work attitude.

The debate as to whether generational differences are more myth than reality in the
context of HRM should continue. Most researchers conclude that the differentiating
features tend to come from qualitative experiences or limited quantitative comparisons,
and these lack the analytic rigour to guide organisations in implementing effective
strategies.

Do you believe that the assumed ‘national culture’ for your country applies across generations?

What sort of data would you need — and what sort of studies need to be conducted - to
separate out the effects of national culture, country-specific events, generation and life stage?

4.8 ALIGNING HRM PRACTICES SPECIFICALLY TO COLLECTIVIST CULTURES

A number of studies have argued that we should look at specific, more regionally aligned,
sets of HRM practices and only then ask how HRM might be important for aspects of
organisational life.

We use some of the recent research on the existence of a Confucian form of HRM as
an example — but of course the same questions are being asked about many other global
regions. Researchers have attributed some of Japan’s economic success to the way it
developed management practices that whilst unique, also selectively borrowed Chinese
Confucian cultural values, such as benevolent love, righteousness, propriety, wisdom and
faithfulness. Confucian cultural values are still visible in modern Japanese HRM practices,
and there are some similarities (but also as we note below, important differences) between
China and Japan in cultural terms (Magoshi and Chang 2009; Minkov and Hofstede
2011).

There are two important management ideologies that shape much Japanese HRM:

e group orientation (in which the interests of a group are placed over those of the
individual, and each individual is considered the ‘body and soul’ of the group)

e community orientation (in which the company is concerned about the private lives of
its employees and their work performances).
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These ideologies are considered to have spawned seven core management practices
(Cheung et al 2013):

o the promotion of collective decision-making that allows employee participation and
aims at unanimous decisions

e an emphasis on group rather than individual duty and responsibility

o lifetime employment practices to guarantee jobs until retirement

e seniority-based pay and promotion

e comprehensive welfare programmes including recreational facilities, medical and
housing benefits and company loans to employees

o less detailed and restrictive contracts

e training programmes to enhance employee work skills.

As we shall see later in the book, such practices are of course not ubiquitous and are
under challenge, but does such a cultural inheritance and context also impact the
behavioural dynamics that take place within key HRM practices? Consider the practice of

performance appraisal.

4.7

CASE STUDY

In China, an important value that impacts
the conduct of performance appraisal is
guanxi, which in the context of appraisal
is defined as a critical interpersonal
relationship between a supervisor and his
or her subordinates in which individuals
pay a high amount of respect to superiors
who are seen to be powerful and own
valuable resources. Guanxi is considered
to affect appraisal processes through the
level of subordinates’ trust in their
supervisors, organisational citizenship
behaviour, and organisational
commitment (Wei et al 2010; Cheung and
Wu 2011; Han et al 2012; Liu and Wang
2013; Chin 2015). Chinese guanxi
supervisors are considered the
gatekeepers of all key resources and
information, can be autocratic in
decision-making, have a low degree of
delegation and exert tight personal
control. In Japan, similar attention is
given to kankei, defined as the quality of
the informal and emotional ties between
supervisors and subordinates that
focuses on interpersonal harmony and
social cohesion (Cheung et al 2013). Both
guanxi and kankei networks stress social
connections.

But guanxi and kankei are also subtly
different. Japanese supervisors use

@ PERFORMANCE APPRAISAL: WHAT LIES BENEATH?

kankei to facilitate decision-making,
rather than make the final decisions, but
kankei is also used to deny access to
outsiders for retrieving valuable
information but to grant access to close
kankei subordinates. However, guanxi
supervisors are guided by a rule of equity
and a norm of reciprocation, by favouring
the weaker party (the subordinates) by
giving access to the rewards and support
from the stronger party (the supervisor).
Kankei relationships tend to be more
idiosyncratic and situation specific. They
are emotional in nature, involving a
concern for human feelings, dependence,
morality and contractual obligations,
making subordinates more committed to
the supervisor so that they will stay loyal
to that supervisor. Guanxi is more
rational, because it emphasises an
exchange of favours between a
supervisor and subordinates. The amount
of reciprocation and time involved is
unspecified. When Chinese subordinates
believe that their guanxi relationship with
their supervisor is no longer beneficial,
they are more prepared to move to a new
company.

Derived from Cheung et al (2013)
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Would a British employee, or a German, be satisfied with their job or their organisation if the
performance appraisal was conducted on the basis of kankei or guanxi ?

Would they show organisation citizenship behaviours (OCB)?

Would an overseas international manager be able to stand into the shoes of a local manager
and appraise in this way?

In order to understand the way in which Japanese employees behave in the context of
performance appraisal, you must understand subtle differences in the way that individual
psychology is working.

For example, Cheung et al (2013) studied over 200 subordinates in three
manufacturing firms in Tokyo. They looked at the relationship between the level of
supervisor-subordinate kankei, job satisfaction and three important outcomes of
organisational commitment, job promotions and turnover intentions. They found that:

o good kankei relationships between Japanese supervisors and their subordinates did
indeed increase job satisfaction, and reduced intention to leave

o if employees were more job satisfied, they were both more committed and had more
confidence in getting promoted in the future - that is, job satisfaction partially mediated
the relationship between good kankei and positive work outcomes.  The supervisor-
subordinate relationship - the job satisfaction to work outcomes model, supported in
the Chinese context, seems equally valid in the Japanese context.

Wang (2015) checked to see whether the generic findings from research on
organisational citizenship behaviour (OCB) can also be transposed to the Japanese
context. Historically, appraisals in Japan included assessments of morale and attitude
(which assumes that Japanese companies try to encourage OCB by evaluating individuals
with performance factors such as altruistic behaviour and personal diligence). However,
given recent reforms in practice, researchers and practitioners have asked whether the new
emphasis on individual performance might decrease voluntary involvement behaviour,
and so have a negative impact on overall organisational performance. They studied 700
employees in a mid-sized family-owned manufacturing company located in Kyoto, Japan.
Their findings suggested that OCBs operate in a general way, but there are some
differences in how to interpret the behaviour:

o In the Japanese sense, OCB is a behaviour intended to benefit all others, and also the
organisation.

o Individuals with a high level of continuance commitment work hard to protect their
self-interest, by following the behavioural norms and showing compliance to authority
and the organization.

o But their loyalty to authority may be based on their awareness of the cost of leaving
their organisation, rather than on any positive sense of emotional attachment to it.

Such studies are leading to the development of new ways of thinking about the broad
HRM-performance relationship. For example, Li et al (2012) tested the effects of
collectivist HRM practices in 61 firms in China and found a correlation with their
financial performance. The team also later looked at the influence of these collectivist
HRM practices on the way that employees identify with other team members.
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Li et al (2015) examined 190 team
member-leader dyads in Shenzhen and
Hong Kong. They looked at the impact of
collectivist HRM practices on turnover
intention and job satisfaction. Collectivist
HRM practices had a positive effect on
team-level relational identification, which
in turn had a positive effect on team-
members’ job satisfaction and turnover
intention. So far, as would be expected.

practices — organisations in Hong Kong
have a higher level of collectivist HRM
practices than those in Shenzhen.
Shenzhen is a new Chinese city with the
majority of its residents coming from
other parts of China with traditional
Chinese collectivistic culture that the
migrant workers bring from hometowns
in inland Chinese provinces. Hong Kong,
as a former British colony, is reportedly

But there were also some intriguing and
different findings for the two cities.
Institutional differences between the two
Chinese cities were reflected in different
degrees of adoption of collectivist HRM

4.9 MULTICULTURALISM AND CULTURAL IDENTITIES

We finish the chapter by drawing some links once more between our discussion of culture
throughout Part One of the book to the topics that are yet to come. In Chapter 3, we
noted what was called the multiple cultures perspective. Understanding how to deal with
cultural multiplicity is particularly important for MNCs. We end by laying out what this
means for IHRM. We could have placed these final sections on multiculturalism and
cultural intelligence in other parts of the book. It has particular relevance to:

still heavily influenced by the
individualistic cultural values of the West.

e expatriation and alternative forms of international working, discussed in Chapters 13
and 14

o the development of global leadership in the context of talent management, discussed in
Chapter 16

o the ability of MNCs to transfer practices across international operations and ensure
global integration of activity, discussed in Chapter 17.

Think about all of these topics as you read this. These discussions serve as a bridge to
link Part One on cross-cultural HRM to the later parts of the book.

But we discuss multiculturalism and cross-cultural intelligence here for two main
reasons:

1 The majority of work on these individual-level capabilities and phenomena has been
conducted by cross-cultural researchers (see Johnson et al 2006; Brannen and Thomas
2010; Jonsen et al 2011; Fitzsimmons et al 2011; Yagi and Kleinberg 2011;
Fitzsimmons 2013; and Liicke et al 2014). It is therefore best understood in Part One
of the book whilst we are still discussing cross-cultural aspects of IHRM.

2 The IHRM literature draws attention to a range of mechanisms that can help provide
what is called ‘cultural interpretative work’ for organisations. But it places
multicultural individuals at the heart of all of these processes (Hong 2010;
Fitzsimmons et al 2011; Zander et al 2012; Chen and Lin 2013; Liicke et al 2014).

Why has this type of research come about? Why is it important?



Culture and Organisational Life

KEY FRAMEWORK
@ The cultural interpretive work of global managers

Studying multiculturals helps us understand the management capabilities critical for
a number of tasks in an MNC. They operate across cultural borders so their managers
have to manage multiple meaning systems. They need to understand these in order
to conduct many critical tasks, such as the need to globally integrate dispersed
operations, ensure cross-border transfer of management practices, and learn across
different environments. When any organisational concept, idea, or practice crosses
cultural boundaries, it is subject to new sets of interpretations and changes in
meaning. This causes disruptions and misinterpretations. Before managers can
globally integrate anything they need skills of cultural interpretation, sense-making,
translation, and recontextualisation.

Such tasks require significant cultural interpretive work and meaning construction,
which can be handled only with an adequate understanding of multiple cultural
systems. A number of approaches have been suggested to deal effectively with these
challenges, including the use of cross-cultural teams and cross-border structural
units [and]. . . multicultural individuals. (Liicke et al 2014, p169)

Organisations also face a new demographic, with segments of their workforce who identify
with two or more cultures, and whose worldview (and mental structures) are more
internationalised. Data from the UN showed that in the USA, by 2011 13% of the
population comprised first-generation immigrants. That figure is over 20% in Canada and
Australia, and 40% in Singapore.

A lot of cultural research in the general management and international business
literature is moving once more to a more explicit focus on the individual:

From a cognitive perspective, culture is understood as internalised mental
representations fundamental to everyday interpretation, understanding, communication,
and overall functioning in society. Individuals differ in how they internally organise
different cultural views, ideas, and perspective. (Liicke et al 2014, p170)

Two types of individual have been studied: biculturals and multiculturals.

Bicultural individuals can be found among immigrants, expatriates, international
students, indigenous peoples, ethnic minorities, and mixed-ethnicity individuals, as
well as in inter-ethnic relationships... [and potentially] among host-country
nationals employed in subsidiaries of multinational corporations as the result of the
emergent negotiated culture in such establishments’. (Lakshman 2013, p923)

Biculturals are individuals who have grown up under the influence of two cultures and
who develop an understanding and competency in more than one culture through
identification with and socialisation into these cultures (Tadmor and Tetlock 2006;
Brannen and Thomas 2010; Nguyen and Benet-Martinez 2010; Fitzsimmons et al 2011).
Multiculturals are individuals who have an understanding of more than one societal
culture, which allows them to make informed cultural interpretations in multiple contexts.
As individuals whose cultural understandings have developed in later life they need to
know, understand and identify with other cultures, but do not have to have internalised or
adopted their values (Liicke et al 2014).
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REFLECTIVE ACTIVITY 4.10

How do multicultural employees contribute to organisational life? Do they make the best
international managers?

CASE STUDY 4.9 @

IS MULTICULTURALISM POSITIVE OR NEGATIVE?

Early research on multiculturalism tended

to focus on its negative side — being
marginalised, conflicted, experiencing
identity-stress and being torn between
multiple and potentially incompatible
selves. It has also been linked to many
positive outcomes:

o Work-related outcomes: such as

awareness of and ability to respond to
cultural cues and creativity and the
strength and breadth of an individual’s
social networks and resources, or
cross-cultural leadership (Cheng et al
2008; Lakshman 2013).

© Organisational outcomes: such as
intercultural negotiations, ethics and
leadership, and cross-border alliances
and acquisition (Fitzsimmons et al
2011; Fitzsimmons 2013).

o Individual adaptability outcomes: such
as cognitive complexity and individual
or team cross-cultural competence
(Benet-Martinez et al 2006; Tadmor et
al 2009; Hong 2010; Lee 2010; Stahl et
al 2010; Stahl et al 2010; Thomas et al
2010; Nguyen and Benet-Martinez 2012)

KEY FRAMEWORK
How skilled is a multiculturalist?

Not all multiculturals use the same skills, or are as sophisticated as one might
expect. How do they do it? Liicke et al (2014) identified five patterns of
multiculturalism:

Compartmentalisation (switching worlds): knowledge and understanding of meaning
within different cultures allows for efficient interpretation of each component culture,
but the knowledge is held separately and is not linked into an overarching
understanding or structure. They alternate back and forth between sometimes
logically contradictory meaning systems.

Integration: Developing and internalising multiple meaning systems and learning to
interlink these within one coherent set of cultural schemas. Shaping understanding,
interpretation, ways of thinking, and actions simultaneously.

THEORY AND PRACTICE

Inclusion: A dominant and pre-existing culture (for example an organisational
culture) is expanded and modified to incorporate some select additional meanings.
Similar interpretations are matched onto the existing categories.

Convergence: Individuals see some overlapping similarities and internalise these
based on a simplified, reduced-content and select set of meanings. Cultural
idiosyncrasies are reduced and details and variations discarded.
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Generalisation: Individuals internalise cultural meaning, but the constructs that
emerge are not the same as the original culture. They reflect an abstraction of
principles that are felt to be universally applicable.

Does the study of how individuals develop multiculturalism have implications for the broader
management of MNCs? If so, what are they?

4.10 CAN ORGANISATIONS DEVELOP CULTURAL INTELLIGENCE AMONGST THEIR
MANAGERS?

By way of conclusion, and making a bridge to later sections of the book, this chapter
has shown that managers with global responsibilities can be socially intelligent in their
own settings, but ineffective in novel cultures. Yet international organisations need
individuals - especially those who work in senior positions, global teams or cross-border
units - to be capable of undertaking a lot of cultural interpretation work.

We shall discuss the topic of global leadership in Chapter 16 in the context of MNCs
creating some integration across their HR operations. But we introduce these ideas here,
because it has been the cross-cultural researchers who have laid the foundations for debate

about global leadership.

Graen and Hui (1999), coming from an industrial and organisational psychology
perspective, argue that in order for cross-national differences to be managed effectively,
organisations need to develop global leadership by enhancing the level of ‘transcultural
skills’ and using these to help resolve the complexity of cross-cultural management (see

Table 4.2).
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Progressive stage
Adventurer

Sensitiser

Insider

Judge

Characteristics distinguishing transculturals from non-
transculturals

Stereotypes held from an ethnocentric perspective: Development of
an adventurer’s mentality towards cultures other than one’s own

An outsider’s view of norms: Attunement of behaviours and
attitudes to a culture other than one’s own; has learned to read and
conform to new cultural norms

Knows what one doesn’t know: Has developed a knowledge base
rich enough to behave and display feelings inside another culture
vastly different from one’s own; has sufficient insight to
understand the value of what is not known

Makes valid generalisations about attributes: In the eyes of
observers is considered to be able to conceptualise useful
differences and similarities between cultures for purpose of
comparison; has developed behaviours, feelings and knowledge to
conduct cross-cultural negotiations
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Progressive stage Characteristics distinguishing transculturals from non-
transculturals
Synthesiser Can discover functional equivalences: Has been socialised into the

culture of interest and can synthesise both the home and host
culture; can identify constructs of functional equivalence between
cultures or develop a third culture of relevance to both cultures

Source: Adapted from Graen and Hui (1999)

Debate the following:

Graen and his colleagues argue that even the most adept global leader has only learned how to
operate through insight into approaches that can serve an equivalent function in a new culture,
rather than truly being of that culture.

Do you agree with this, and if so, what are the implications for multinational organisations?

Research on intercultural competence has a long tradition and most cross-cultural studies
allude to the idea that certain attributes possessed by some individuals can make them
more effective. Of course a range of factors can predict effectiveness in this area, including
previous experience, personality factors, cross-cultural attitudes and communication
behaviours, and situational factors such as cultural training or the ‘distance’ between two
cultures. But the international management literature time and time again talks about
things such as ‘intercultural competency’, ‘global mindset’ and ‘cultural intelligence’ -
some form of intelligence rather than just a general competency - a set of abilities that are
necessary to adapt to, select, and shape the environmental context. It is seen in the
following terms:

e a person’s capability to adapt effectively to new cultural contexts

e an ability to interpret unfamiliar gestures in the same way a national resident would,
and to mirror them

e an understanding of the fundamentals of intercultural interactions

¢ a mindful approach to such interactions

e an ability to build a repertoire of adaptive skills and behaviour

e a capability to gather, interpret, and act upon radically different cues (Thomas et al
2008).

So can organisations develop a form of cultural intelligence amongst their employees?
In the early 2000s work was undertaken on another individual aspect of culture — the idea
of cultural intelligence (CQ) (Earley and Ang 2003; Earley and Mosakowski 2004).
Cultural intelligence is an individual difference, but unlike personality, which is relatively
enduring, it is considered to be something that can be developed and enhanced through
interventions that organisations can make. It is an attitude and skill that enables
individuals to adapt effectively across cultures. In practical terms, it enables an individual
to interpret unfamiliar and ambiguous gestures in ways as accurately as a national resident
could. They argue that the construct of cultural intelligence has potential in explaining
effectiveness in cross-cultural communications, interactions, or indeed success in overseas
assignments.



Culture and Organisational Life

KEY FRAMEWORK
The four components of cultural intelligence:

Mind (meta-cognitions): learning strategies, whereby people can acquire and
develop coping strategies. We need to identify a ‘point of entry’ into a foreign
culture - for example, a form of behaviour or a context that can be used to
subsequently interpret different patterns of behaviour.

Knowledge about different cultures (cognition).

Heart (emotional/motivational): people must have the desire to persevere in the face
of challenge when adapting to a new culture, and a belief in their own ability to
master a situation (called self-efficacy).

Body (physical behaviour): people need to develop a repertoire of culturally-
appropriate behaviours. This centres on the ability to mirror customs and gestures,
and adopt habits and mannerisms, in order to enter the world of a foreign culture
and enable the development of trust.

Rather than the notion that managers go through progressive stages of transcultural
competence, getting better in general as they develop through each (Graen and Hui 1999),
as discussed at the beginning of this section, Earley and Ang (2003) take a different view.
They argued that regardless of the depth of international experience, an individual may be
strong in some of the areas above, but weaker in others.

The following briefing-style case study helps to bring together the discussion of the
different taxonomies of culture covered in Chapter 3, with the range of work on
transcultural competence discussed in this chapter.

CASE STUDY 4.10 @

IS CULTURAL INTELLIGENCE JUST ANOTHER TRENDY CONCEPT OR
HAS IT GOT SUBSTANCE? WHAT THE EXPERTS SAY

Earley and colleagues (Earley and Ang
2003; Ng and Earley 2006) argued that in
order to understand the impact of culture
on organisational life, we have to think
about the evidence both of the effect of
intelligence in the workplace, and of the
effect of that workplace on intelligence.

There is pervasive evidence that people
in different cultures think and act
differently and that what is considered
intelligent differs from one place to the
next (Sternberg and Grigorenko 2006).
People’s implicit theories of social
intelligence go beyond what is typically
measured in psychometric instruments,
which concentrate on cognitive
intelligence. Successful intelligence
(understanding how to adapt, shape or
select out and achieve goals) requires a
combination of analytical, creative and

practical abilities, and these tend to
apply within a single culture. It is the
tacit knowledge that these abilities
assess that is the most predictive of
managerial performance and certainly
leadership effectiveness. This tacit
knowledge does not correlate with more
traditional cognitive measures of
intelligence. Cultural intelligence, as
articulated by Earley and Ang (2003), is a
form of social intelligence that is relevant
across cultures and helps us understand
intelligence in a broader way.

Cross-cultural experts such as Brislin,
Trompenaars, Hampden-Turner, Thomas
and Triandis have all helped explain the
sorts of learning strategies and ‘meta-
cognitions’ that become important. The
term ‘meta-cognition’ is used by
psychologists to refer to knowledge of
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and control over one’s thinking and
learning. Possessing such an ability
enables the deliberate, planful, goal-
directed and intentional application of a
set of knowledge and mental skills to
produce behaviour that others define as
intelligent. The individual has to be able
to monitor, control, regulate and
orchestrate these behaviours for it to be
intelligence. These are some of the most
important ways in which these work.

o Cultural intelligence revolves around
the ability to suspend judgement until
further relevant information has been
understood. The culturally intelligent
person looks for current behaviour in
different situations to identify the
impact that personality might have on
another’s behaviour. A culturally
intelligent individual has the ability to
identify what is important information
on which to base an assessment. To
make a person culturally intelligent
requires extensive training. Cognitive,
emotional and behavioural training are
all necessary to help people integrate a
lot of information, learn how to use
multiple cues, and suspend
judgements. Only then can we limit our
natural tendency to assume that
‘normal’ is what happens in our own
culture. This is the view taken by
Triandis (2006).

e A culturally intelligent person has to
possess three capabilities in order to

see beyond differences in values across

cultures: the ability to see the
synergies that exist between the
contrasting values in any culture and

understand how people reconcile them;

the ability to treat these opposing
values as complementary rather than
contradictory and understand how
people move between each value; and

each other and how people express the
less dominant values in any culture.
This is the view taken by Hampden-
Turner and Trompenaars (2006).
Culturally intelligent people are skillful
at recognising behaviours that are
influenced by culture and do this in four
ways: observing behaviours in different
cultures, developing reasons that
explain these differences, considering
the emotional implications and
associations that arise from these
behaviours, and then transferring this
new knowledge into novel situations. In
order to do this, people need to be able
to anticipate and to accept confusion,
but also to make a distinction between
competitive encounters, where their
cultural exploration might be exploited,
and collaborative encounters, where it
will be accepted. This is the view taken
by Brislin et al (2006).

Cultural intelligence has three
components: knowledge of culture and
fundamental principles of cross-cultural
interactions; a heightened awareness
of, and enhanced attention to, current
experience, such as a new cultural
environment (this is called
‘mindfulness’); and behavioural ability
to become competent across a wide
range of cultural situations. Of these
three, it is the mental skill of
‘mindfulness’ that is perhaps the most
important. People make the link
between having knowledge about other
cultures and developing the ability to
behave appropriately through this
‘mindfulness’. It allows us to
concentrate on new strategies rather
than falling back upon tried and tested
ways of behaving, which is what we all
do unless we focus our mind. This is
the view taken by Thomas (2006).

the ability to understand how dominant
and more hidden values interact with

However, critical comment has continued, with Blasco et al (2012) arguing that whilst the
dimension of cultural metacognition is claimed to be the main contribution of cultural
intelligence compared to earlier concepts such as cross-cultural or intercultural
competence, the importance of this can be overstated. Thomas et al (2008) also noted that
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although cultural intelligence may have much utility for organisations as they
internationalise, ‘it awaits the development of a valid measure’ (p138).

Recent work has begun to address this question, and cultural intelligence has been
widely applied to a number of issues. Studies have looked at its predictive validity (Ward
et al 2011) or that of related constructs such as social and emotional intelligence (Sharma
2012); its importance for leadership (Rockstuhl et al 2011; Groves and Feyerherm 2011);
and the value of cultural intelligence as a training, development and performance
improvement tool (Fischer 2011; Rehg et al 2012; Malek and Budhwar 2013; Chen and
Lin 2013; Biicker et al 2014; Biicker and Korzilius 2015). For example, Malek and
Budhwar (2013) use Anxiety/Uncertainty Management (AUM) theory, which argues that
individuals must better manage feelings of anxiety and uncertainty if they are to
successfully adjust to and communicate in a new environment, and tested whether
cultural intelligence enabled a group of Malaysian expatriates to better transcend cultural
boundaries. All subscales of cultural intelligence were related to various aspects of
expatriate adjustment. Biicker et al (2014) found cultural intelligence has positive effects
on levels of anxiety, job satisfaction and communications effectiveness in a sample of
Chinese managers working in international organisations. Biicker and Korzilius (2015)
tested the use of business games as part of training interventions to increase the level of
self-efficacy and behavioural sophistication of students and found that whilst cognitive,
motivational and behavioural aspects of cultural intelligence, along with confidence in
cross-cultural encounters could be improved by simulations, communication effectiveness
could not be improved.

Debate the following:

Hampden-Turner and Trompenaars (2006) argue that supporters of the concept of cultural
intelligence have to contend with, and come up with convincing answers to, three critical views:

e Cultures are entirely relative in their values. There is no ‘best way’ of understanding culture as
an issue in organisational life, or understanding other cultures (this is the cultural relativism
argument). We cannot judge values or use values — we can merely ask questions that help us
understand how values fit the environment that any particular society finds itself in.

o Cultural studies are a backward step, leading to grand theories. We need to have multiple
theories and perspectives, all of which can be partially legitimate. Given that everything just
represents a point of view, there cannot be an objective thing called cultural intelligence (this
is the post-modernist argument).

e All attempts to categorise cultures are crude stereotypes inferred from superficial features of
culture, and they miss deeper and subtler realities and meanings (this is the latent argument).
All that cross-cultural research does is tell us what we already know — for example, that
Japanese people are impassive and French people are excitable. It all depends really on
circumstances.

Do you think that the evidence for cultural intelligence can answer these criticisms or not?
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o National culture has a powerful influence on key organisational processes and
practices — including HRM practices, leadership, and international management
teams. But once we apply culture into ‘real’ contexts, we also have to link
cultural explanations to other phenomena.

o The real challenge is trying to understand how various national cultures might
impact their preferred business model or organisational strategy.

o The influence of culture can be seen through power and authority relationships,
coping with uncertainty and risk-taking, interpersonal trust, loyalty and
commitment, motivation, control and discipline, co-ordination and integration,
communication, consultation and participation.

@ These organisational behaviours are a result of an individual’s psychology (itself
a product of various cultural, social, political and personal influences), their life
stage and their generational subculture.

@ In order to build, maintain and develop their corporate identity, MNCs need to
strive for consistency in their management of people on a worldwide basis, but
in order to be effective locally, they also need to adapt this management to the
specific cultural requirements of different societies.

o International HR practitioners must develop the ability to blend the best of the
many different approaches that societies adopt when they manage and motivate
different workforces.

o The role of managers, and in particular their leadership style, becomes an
important linking mechanism in achieving this balance. They have to undertake
much cultural interpretation work.

@ Researchers have identified cultural competencies by attempting to understand
three important aspects of organisational life such as how managers
demonstrate global leadership behaviours, what being a successful member of
a multicultural team involves, how people become multicultural, and what it
takes to demonstrate cultural intelligence.

1 Pucik (1992) argued that HRM functions often unintentionally impede
globalisation rather than help assist it. Can HR managers rise to Pucik’s
challenge of not standing in the way of globalisation while also remaining the
guardians of national culture in an organisation?

2 How important is the ability of international managers to undertake cultural
interpretation work to the subsequent success of international strategies?

3 Should we think about more regionally aligned sets of HRM practices, such as
the existence of a Confucian form of HRM?

4 s there such a thing as cultural intelligence, and if there is, can we now
specify what it involves? What, then, does it involve?
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Information on the long-standing World Values Survey (WVS) data set and the
questionnaire items included in the survey can be found on the project’s website:

http://www.worldvaluessurvey.org
For general questions about the quality of cross-cultural research see:
TUNG, R.L. and VERBEKE, A. (2010) Beyond Hofstede and GLOBE: Improving the

quality of cross-cultural research. Journal of International Business Studies. Vol 41,
No 8. pp1259-1274.

To link discussions about multiculturalism to the broader IHRM literature, read:
LUCKE, G., KOSTOVA, T. and ROTH, K. (2014) Multiculturalism from a cognitive
perspective: Patterns and implications. Journal of International Business Studies.
Vol 45. pp169-190.

An understanding of the challenges of global leadership and of cultural intelligence
can be gleaned from the following two books:

BLACK, J. S., MORRISON, A. and GREGERSEN, H. (1999) Global explorers: The next
generation of leaders. New York: Routledge.

EARLEY, P.C. and ANG, S. (2003) Cultural intelligence: Individual interactions across
cultures. Stanford, CA: Stanford University Press.
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CHAPTER 5

Employee Relations and Collective
Communication

LEARNING OUTCOMES

When you have read this chapter, you will:

o understand the range of structures of employee relations common in Europe, the wider OECD and
beyond

@ be aware of the cross-national differences in the meaning and role of unions and other
representative employee bodies such as works councils

® be able to assess how such bodies may influence management communication with workforces

@ have some appreciation of the role of history, national cultures and state traditions in influencing
these structures and bodies

® be aware of cross-national variation in the nature and relevance of employment law

o understand the immediate implications of the social regulation of work by unions, works councils
and employment law for managers of people.

5.1 INTRODUCTION

‘Employee relations’ concerns matters of overarching employment or collective workforce
policy, particularly where it concerns broad matters of bargaining (the traditional focus of
industrial relations), the governance of the employment relationship by social actors (that
is, actors outside the management hierarchy) and arrangements for the distillation and
expression of the collective voice of employees. Typically the workplace, enterprise or
company-level approach in this arena is profoundly affected by the prevailing national
system of employee relations and, in particular, by the social regulation of work by unions
and national or regional governments.

Employee relations is often considered a less interesting aspect of people management.
The strategic integration of HRM practice or HRM functions, and more broadly
management activity, entrepreneurialism and intra-preneurship, are generally considered
rather more significant than the matters encompassed by employee relations. This is
particularly true within Britain, the USA and the larger Anglo-Saxon world and in
developing and newly industrialising countries. Yet governance by social actors, collective
voice, and the joint regulation of the employment relationship by unions as well as
employers can have stabilising effects and beneficial implications if handled appropriately.
Such benefits accrue principally through consistency and order in, and legitimation of, the
relationship between employer and employee. This is something that many managers at
all levels, in northern Europe in particular, recognise.
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The focus of the present chapter is very much upon the institutions and processes of
governance, leaving many matters of effect to be taken up in other chapters. The
discussion centres on the joint regulation of work and employment relationships by
bodies such as unions and works councils, with some attention also to board-level
employee representation. We also examine the direct statutory regulation of the
employment relationship. Whilst such governance may vary across regions, with for
example the social aspects of the EU activity of some consequence, and indeed within
countries, to some extent by intra-national region or state, variation between countries
remains central and is the focus here.

The social regulation of work and employment relationships, whether by unions or
governments, is rarely initiated with the promotion of economic or business performance as
the central objective. Nonetheless, the social regulation of work and employment relationships
impacts not only on the management process but often also on performance in these respects.
It is noteworthy that this impact can be positive. In light of the extent of general debate and
the availability of general evidence, we pay attention later to the broad matter of the business
performance implications of unions and collective bargaining or joint regulation specifically.

Consider the national framework of employee relations in a country with which you are familiar.
What is the balance between the governance of the employment relationship by unions, works
councils based on statute, and direct statutory regulation?

5.1 INTRODUCTION

Unions are central to employee relations, and to the governance of the employment
relationship by actors external to the management hierarchy. Unions are enduring collective
organisations of employees with the broad aim of ensuring that the interests of employees
are respected and furthered. Typically, they are quite independent of management. There is,
however, some variation in this regard even within the OECD, with Japanese unions often
appearing rather less independent than are those in Europe or North America (Vernon
2006b). As we shall see in Case Study 5.1 the situation in China is changing rapidly, but
there is much evidence even recently of a blurring of management and union roles there
(Liu and Li 2014). In the Chinese case this is accompanied by a continued close relationship
between the state and unions. This is unusual; whilst unions may have historic relationships
with particular political parties they are typically quite independent of national
governments. This is so even in modern Russia, although unions there are rather
uncommon in most sectors, and have struggled to find an identity in post-socialist times
(Clarke 2005).

Russian unions have struggled to establish meaningful joint regulation and collective bargaining,
and perhaps even a clear sense of their own identity and purpose, since the demise of the
Soviet Union. Where there are collective agreements, they tend to be of limited content, and
enforcement is often dubious (Clarke 2005). The changes made to labour law under the Labour
Code of 2001 may render the context still more difficult for Russian unions; little detailed
research evidence on this exists thus far. Certainly, though, Royle’s (2006) documentation of the
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experience at McDonald’s food processing plant in Moscow suggests that it remains the case
that where managements are determined to operate free of joint regulation it can be extremely
difficult for Russian unions to establish it, even where they have the support of international
union organisations keen to see joint regulation extended in Russia.

Whereas unions’ independence is a pretty general characteristic, their traditions and
ideologies differ significantly across countries. Hyman (2001) locates the identities of
national union movements in a triangle which identifies the extent to which they embody in
their discourse and activities an emphasis on the three attractors of ‘class’, ‘society’ and
‘market’. Movements such as the French (or Italian), with its traditional emphasis on the
rhetoric of class conflict and, indeed, revolution and its preference for public displays of
resistance coupled to arm's-length sectoral bargaining (or stalemate) have been between
‘class’ and ‘society’, with the ‘market’ orientation much less significant. Movements such as
the German (or Dutch), with its more conciliatory efforts to integrate unions into detailed
policy discussion, its preparedness to engage in partnership with employers, and its
combination of sectoral bargaining activity with informal bargaining activity at company
and enterprise level (even if this is via works councils formally independent of unions), have
traditionally been located between ‘society’ and ‘market’, with the discourse of ‘class’ being
of more marginal relevance. Movements like the British (or, indeed, to a perhaps surprising
extent, the US) have been much influenced by notions of class and class conflict in some of
their rhetoric, but other facets of their discourse and their predominant practice is a rather
practical economic, or ‘bread-and-butter’, bargaining approach centred at the workplace or
enterprise level. This has traditionally located them between class and market, with less
emphasis on the integration of unions into the daily life of civil society. Hyman (2001)
detects some signs of convergence in the approaches of union movements from the 1990s,
but stresses that national union identities display considerable continuity.

Other distinctions are useful within the established industrialised world. Mediterranean
or southern European union movements (such as those in France, Italy, Spain and
Greece) are not only more political in their orientation but also more politically divided,
featuring various different unions associated with different (predominantly but not
exclusively left-of-centre) political parties. This contrasts with union movements in the
UK, USA and the rest of the Anglo-Saxon world, where any such political splintering is
generally transient. Meanwhile, union movements in continental northern Europe (such
as in Germany, Austria, the Netherlands, Norway, Sweden and Finland) feature neither
overt political divisions nor the fragmentation of union organisation by an occupational
(such as craft and general) basis and/or by an emphasis on enterprise or workplace
activity generally found in the Anglo-Saxon world. In Northern Europe, unions are
vertically organised, representing all employees regardless of skill status or grade, at least
within the blue-collar grouping, and in the case of Austria regardless too of the blue-
collar/white-collar divide (Vernon and Rogers 2013).

In terms of the unionism which managers face in the workplace, it is perhaps the
principle of union organisation or the structure of unions in terms of occupational
membership which is most important. Where unions are organised on the basis of
occupations, such that even manual employees with different skills or qualifications join
different unions (the ‘craft and general’ structure), there tends to be not only more of an
emphasis on occupational division within workplace union activity, but more of a
tradition of assertive and sometimes adversarial union workplace activity largely
autonomous of the policies and priorities of the larger unions represented (Vernon and
Rogers 2013). Despite union mergers in the UK, this tradition still influences union
activity in the UK. It is also influential in the Republic of Ireland, Australia and New
Zealand, but most visibly in Denmark - due to the strength of unions there (see Case
Study 5.2).
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Where the company or facility (enterprise) is the key locus of union activity, such that
employees of different grades band together in what are effectively company or business
unions with little or no life beyond organisational boundaries, conflict may more easily be
kept off the shop floor. This is the case most clearly in Japan, but also in the USA and in
Canada. Where unions are organised along industrial lines, one union in each sector taking
in at least all interested blue-collar employees regardless of their skill or qualifications, much
of the locus of union activity is outside the workplace - and indeed, company - in industrial
negotiations. Whilst this very clearly displaces workplace conflict, this implies a need to
observe systems of job classification and job evaluation, and an expectation of career ladders
or internal labour markets (Lazear and Shaw 2008) (see also Chapter 10). This external
structuring of posts tends to be more significant and detailed in principle and application
where industrial unions are stronger in terms of membership, so that although some
element of this structuring is present in France, it is much more elaborate in Belgium and
Norway and most particularly in Sweden and Finland (Vernon and Rogers 2013).

In many developing and newly industrialising countries unions represent an elite of
employees and have a very close if not clientelist relationship with ruling parties. Thus in
many African countries, unions often serve to protect the privilege of elite groups of
employees, and their leaderships have complex and often intimate relationships with
national governments (see Wood and Brewster 2007). In India, unions hardly exist outside
the rather small formal sector of the economy, and even within this are concentrated very
much in the public sector or in large public enterprises, so that in some respects they too
serve a relative elite (see the box on the broader social regulation of work in India - and its
limits). Developments in China are now rapid and fascinating, with some early signs of the
emergence of the sort of structures of joint regulation which prevail in Europe.

THE RECENT DEVELOPMENT OF UNIONS AND COLLECTIVE
BARGAINING IN CHINA

CASE STUDY 5.1 @

In the period of Chinese central planning,
when state-owned enterprises (SOEs)
almost completely dominated industry,
unions functioned as a transmission belt
for the ruling Communist Party, charged
with the pursuit of social and political
peace and stability. However,
developments even in the last ten years
have been striking and rapid. The All
China Federation of Trade Unions (ACFTU)
does not constitute a voluntary
association of workers of the sort familiar
in the established industrialised world,
remaining an element of the Chinese
state apparatus. However, in recent years
this has engendered distinct advantages
for the ACFTU, as the Chinese state has
both nurtured union organisation and
activity and allowed greater union
independence (Lee et al 2014).

As early as 2001 a major revision to the
Trade Union Law reconstituted unions as
primarily representatives of workers rather

than as of the Chinese people or state per
se, and allowed the formation of
regionally based and sectoral union
associations beyond the enterprise but
short of the ACFTU. Moreover, since the
global financial crisis exposed the limits of
an export oriented growth strategy from
2008, the Chinese state has looked to
unions to promote not only more
harmonious employment relationships but
the growth in real incomes of employees
now seen as not only of significance in
itself but as crucial to sustainable
domestic growth (Lee et al 2014).

The practical effects of these changes for
union activity at the level of
organisations are only now emerging. The
available evidence demonstrates an
enormous diversity of experience across
enterprises, much of which centres upon
differences between provinces and
indeed between the cities and regions
within them. However, whilst there is still
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companies, though it seems very
unevenly (Lee et al 2014).

in their recognition of unions (Liu and Li
2014), it is now clear that union activity
and collective bargaining exists well
beyond the state-owned enterprises
(SOEs) which were once very much their
stronghold. Ge (2013) shows that even by
the mid-2000s around 17% of
manufacturing enterprises had enterprise
unions. Their presence was mostly in
SOEs and in enterprises established with
foreign investment, particularly if joint
ventures with local partners, but also
across all forms of enterprise, including
Chinese-owned private enterprises.

Where collective bargaining occurred at
all, it used until a decade or so ago to
occur at the level of the enterprise.
Friedman (2014) reports that in
Guangdong province, which is dominated
by large employers and foreign direct
investment, this remains the case. In the
case of larger enterprises, where it exists
this bargaining takes the form of single
employer bargaining. Chinese unions
often thus appear a variant of business or
enterprise unions in some respects.
However, elsewhere, where Chinese
owned SMEs predominate, bargaining is
often a two-tiered (sectoral and then
enterprise-level) activity.

Unionisation and collective bargaining or
joint regulation have spread to the wholly
foreign-owned Chinese operations of
corporations which are household names
in the established industrialised world.
Thus, for example, unions have over the
last few years established a significant
presence in the Chinese operations of
large foreign owned companies, such as
Coca-Cola and Walmart. Collective
bargaining is now developing further in
domestically (Chinese-) owned private

It is likely that, just as in the established
OECD countries, Chinese collective
bargaining sometimes still means little. For
example, Danford and Zhao (2012) suggest
that the existence of collective bargaining
at one of the three automotive SOEs they
studied in 2007 made little or no
difference, noting that few employees had
any knowledge of the collective contract.

Consider the character of unions in a country with which you are familiar. How is this of
relevance to managers at organisation or workplace level?

5.3 COMPARATIVE STRUCTURES OF GOVERNANCE

5.3.1 MULTI-EMPLOYER BARGAINING

Even within the established advanced industrialised world there is dramatic comparative
variation in the coverage of collective bargaining. In the USA it now languishes at not
much above 10% of the workforce, and a little more in Japan, but in Canada and most
particularly the countries of the EU it is typically much higher. In many European
countries trade union recognition for collective bargaining is required by law, and
collective agreements that are reached through negotiations with unions are extended,
either through enterprises’ membership of employers’ associations or by law, to other
employees, ensuring a much wider coverage of collective bargaining than trade union
membership figures alone might suggest.

Even within the expanded EU, though, there is considerable variation around the average.
Generally, coverage rates have shown a gradual decline over the last few decades. However,



International Human Resource Management

in many cases these declines have been slight, and some countries - for example Slovenia
and Denmark - have seen increases in collective bargaining coverage in recent years. The
proportion of employees covered by collective bargaining remains very high in the Nordic
countries, ranging from 70% to 90% in Denmark, Sweden, Finland and Norway, while it is
around 70% in the Netherlands and 60% in Germany, compared to only around 30% in the
UK (Visser 2014). Figure 5.1 shows Cranet 2010 data on the coverage or recognition of
collective bargaining by employers in a representative range of countries of the old
industrialised world. Cranet excludes small and some medium-sized organisations, focusing
on larger organisations which tend to be covered; this is particularly evident for the USA
and Japan. No data features for Sweden because coverage there is so comprehensive that
such larger organisations cannot sensibly be questioned about it.

Figure 5.1 Coverage of collective bargaining/union recognition by organisations
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Source: Cranet (2010)

High levels of collective bargaining coverage are secured principally not by multitudinous
enterprise-level agreements but by multi-employer bargaining and agreements (Vernon
2006a). Multi-employer bargaining may occur at various levels, according to the
centralisation of bargaining (sectoral, multi-sectoral), and may be more or less closely
co-ordinated across sectors and extended by law beyond the employers who pay their
dues to employers’ associations. Where such multi-employer bargaining and agreements
do not generally prevail - as for example in the USA, Japan and, indeed, China - coverage
is much more limited.

5.3.2 COMPANY AND ENTERPRISE JOINT REGULATION

Company and enterprise level employee relations or joint regulation concern local
collective bargaining, governance procedures and company- or enterprise-level collective
voice. Such company- or enterprise-level arrangements are often part of a multi-level
structure of collective bargaining and joint regulation, particularly within Europe. This
multi-level structure may be more or less vertically co-ordinated or articulated (Stokke
2008). In northern Europe there is often a formal hierarchy of collective bargaining or
joint regulation, with collective agreements at multi-sector and/or sectoral level explicitly
defining the role of collective bargaining or joint regulation at the lower, company or
enterprise, level. In the Nordic countries, and particularly Sweden, Finland and Norway,
such tiered bargaining is perhaps most intricately structured, and transparently involves
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unions at all levels. In Germany and Austria there is formal derogation of responsibility,
particularly regarding the arrangement of working hours, from sectoral bargaining
involving unions to company- or enterprise-level works councils formally independent of
them (although see the later section in this chapter regarding works councils in practice).

Union recognition in the sense of an acceptance of bargaining outcomes either within
the workplace or at higher levels is near universal in some countries — as would be
expected from collective bargaining coverage rates. Yet even in countries where coverage
is high and recognition a matter of course, unionisation rates at enterprise level may vary
starkly. Figure 5.2 deploys Cranet data to indicate not just the stark differences in average
unionisation rates across countries but also the stark differences in the extent of
enterprise-level variation in unionisation even amongst the larger enterprises on which
Cranet focuses. In most countries, enterprise-level unionisation is either typically high or
typically low. However, in some countries there is a striking bifurcation of unionisation
rates, with density low in a high proportion of enterprises but also high in a significant
proportion of enterprises; Japan provides an example.

Figure 5.2 Unionisation rates or density of union membership across organisations
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The union movements of many countries have lost members over the last decades,
and in some countries the union movement is struggling to come to terms with the
modern economy (Rigby et al 2004). The decline of the traditional areas of union
strength in primary industries and giant manufacturing plants, the unions’ failure to
deal effectively with internationalisation and with the developments in flexible
working (Croucher and Brewster 1998), and government and employer strategies, have
all led to reductions in union membership and influence. In the hostile environment
of recent years, unions have suffered at least some membership loss and some level of
loss of influence even in the northern European countries (Morley et al 2000).
Although membership is declining slowly, this should not be overstated. Even in the
UK, where there was an exceptional and sustained governmental attack throughout
the 1980s and much of the 1990s on the unions, membership levels amongst
continuing organisations with over 200 employees remained remarkably stable
(Morley et al 1996) and have not declined precipitously since.

In some countries where sectoral bargaining predominates, it is nonetheless the case
that many of the largest employers effectively opt out of sectoral agreements and negotiate
separate company agreements with the relevant unions. Often, in the Netherlands for
example, these are the companies with the greatest union density, and the sectoral
agreements serve in practice as a minimum benchmark for negotiations in most - if not
all - regards.

Some employers may be tempted to try to avoid the restrictions implied by the joint
regulation of the employment relationship by unions and indeed works councils, not seeing
any countervailing benefits of such joint regulation. However, employers face real difficulties
in escaping arrangements which are generalised within a country, or within the particular
industry within which an organisation operates in that country. Employee expectations of
employer behaviour are in such countries importantly formed by such structures. Ultimately,
employers may exert considerable effort to escape and find that they have to introduce
parallel company arrangements which may require very substantial and sustained
investment if they are to have the legitimacy of independent arrangements. Moreover, of
course, it is difficult to escape employees’ expectations of the substantive concomitants of
independent governance in terms, for example, of salaries or benefits. This has been the
experience in the Netherlands (see Paauwe 2004; Visser and Hemerijck 1997).

Of course, organisations may simply avoid operating altogether in countries in
which unions exercise much power in joint regulation - but this is a very extreme
response.

5.3.3 WORKS COUNCILS

Although the term is sometimes used rather loosely, particularly in the Anglo-Saxon
world, in a strict sense works councils are representative bodies of employees which
have a statutory basis as opposed to staff councils or joint consultative committees
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established autonomously by employers. These independent employee bodies, which
may exist at several levels of the organisation (such as plant or enterprise level, central
level) have certain rights mandated by law, rather than roles prescribed by particular
employers. As is the case in the Nordic countries, works councils or workplace clubs
are often formally and explicitly for the local representatives of unions only (Berggren
1994). Sometimes, however, they exist alongside and are formally independent from
union channels, as is the case in Germany, for example — but even here they have in
practice a very close relationship with local union representatives and broader union
structures (Streeck 1992).

Figure 5.3 shows the incidence of works councils, or in the case of the Anglo-Saxon
and some other countries, the joint consultative committees which are the closest
parallel to them, amongst the medium and large-sized companies covered by Cranet
(2010). Where there is statutory provision for works councils (such as in France,
Germany and Sweden), such institutions are found in the clear majority of these
organisations. Where there is no statutory provision for works councils, as in the
Anglo-Saxon countries, the employer-established joint consultative committee (JCC) is
found in fewer organisations - this is particularly extreme in the case of the USA.
JCCs have less certain roles than do statutory works councils, but may have a very
significant role in some organisations.

Figure 5.3 The incidence of works councils/joint consultative committees across
organisations
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Though typically much more significant than JCCs, the roles and functions which
statute provides for works councils nonetheless vary from country to country. In
France, although near universal, the works council (conseil du travail) has rights to
consultation on a range of matters, but little right to negotiation or joint decision-
making. In the case of Germany, however, works councils not only have specific
negotiation rights, requiring employers to follow certain procedures in a number of
areas, but also have a right to joint decision-making or co-determination in some areas.
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Thus, employers in Germany must secure the agreements of the works council in order
to change pay systems — the works council holds a right to veto in this area (Streeck
1992). Similarly, in Sweden the works council, or ‘workplace club’, may veto the
outsourcing of some of the companies’ activities (Kjellberg 1998). Works councils may
use their legal rights as a basis for more or less formal bargaining activity. In Germany,
for example, although formally works councils may not bargain over pay rates (despite
their co-determination rights regarding systems), it is clear that in practice there has
been informal negotiation in these matters (Marsden 1995).

What use have employers made of such institutions for communicating with
employees? In Europe, works councils based in statute are the predominant form of
representative staff body used for collective communications. Organisations’ use, and
changing use, of such channels of collective communication is of considerable interest
(Mayrhofer et al 2000). Figure 5.4 shows that at least in the medium- and larger-sized
organisations covered by Cranet (2010), works councils remain for many an important
channel of communication in Europe, and that the closest equivalent employee
representative bodies in Japan also have great significance.

Figure 5.4 The extent to which managers communicate with employees via the works
council/joint consultative committee
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5.3.4 BOARD-LEVEL EMPLOYEE REPRESENTATION

Some public sector organisations in most countries feature employee directors on their
main boards. A degree of employee board representation also occurs, however, in the
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private sector in northern Europe, and most strikingly in the Nordic countries (Jackson
2005). Where present, statutory provision for employee representation on boards usually
provides that between one-third and a half of the board are to be employee
representatives, depending on country, sector, and size of company. Employee board
representation is less frequent in smaller organisations, and indeed the smallest - of fewer
than, say, 25 to 50 employees — are often excluded under the terms of the legislation.
However, although small organisations and their medium-sized counterparts together
constitute the vast bulk of companies (indeed, if SMEs are defined as companies of fewer
than 250 employees, they typically constitute 97-99% of all a nation’s companies), they
almost always employ a minority of employees. Board-level employee representation is
near ubiquitous in the larger organisations of Sweden, Norway and Finland, and in the
organisations employing the vast bulk of employees in these countries (Hagen 2010). Such
worker-directors have the same rights to information and to scrutiny of the executive as
other board members.

Germany’s two-tiered board structure has the main board overseen by a supervisory
board which features representatives of creditors but also, under the terms of co-
determination legislation, often representatives of employees. These employee supervisory
board representatives are present in almost all the largest companies, and still cover
around half of all employees in Germany as a whole. Such worker-directors are elected in
a system that is formally independent of union representation but, as with works councils,
that is in practice closely related (Streeck 1992). The situation is almost identical in
Austria, and rather similar in the Netherlands.

Employee representation on boards can give considerable (legally backed) power to the
employee representatives and tend to supplement rather than supplant union activity. In
relatively highly unionised countries it is unsurprising that most of the representatives of
the workforce are, in practice, union officials or representatives, but this is the case more
generally. Whatever the precise arrangements, board-level employee representatives
constitute part of the matrix of union governance of organisations, and part also of
unions’ and employees’ means of accessing corporate information and coming to
bargaining judgements.

5.3.5 EMPTY NATIONAL STRUCTURES OF JOINT REGULATION?

Structures of joint regulation are rather empty in many respects in some countries.
France provides a prominent example, where there is very high collective bargaining
coverage but where the multi-employer agreements which secure it feature rather little
content. In other countries, however, the arrangements are very clearly significant in
practice. Typically, as Vernon (2006a) shows, the higher are national unionisation
rates, the more significant and substantial is collective bargaining - that is, the
weightier is joint regulation. Of course, national or aggregate unionisation rates can
only provide an indication of the general situation in a country - there is typically
significant variation in the significance of joint regulation across sectors. However, in
some European countries — such as Sweden, Finland, Norway, Denmark, Belgium and
Slovenia - it is difficult to find a sector where joint regulation is not a significant
consideration for managers of people. Such cross-national variation is indicated in
Figure 5.5 by people management specialists’ views about the influence of unions in
their organisations. Later comparative chapters elaborate in detail some of the
implications of national arrangements of joint regulation for other arenas of people
management.
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Figure 5.5 Personnel/HRM directors’ views of the extent to which unions influence their

organisations
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CASE STUDY 5.2 @

DANISH FLEXI-CURITY

Within the EU, the Danish approach to
governance of the labour market and of
employment relationships is the subject
of much discussion. The European
Commission has suggested that the
Danish system of ‘flexi-curity’ provides a
model of balancing the flexibility which
employers favour and the security

desired by employees which is potentially

applicable to the rest of Europe. Security
is imparted in large part by the national
government’s commitment to an active

labour market policy, by retraining the
unemployed, and also by comparatively
generous short-term welfare provision
aiding/supporting the incomes of those
without work in transition to new jobs.
Although much of the flexibility of the
system is imparted by the very limited
direct statutory regulation of the
employment relationship — most
particularly in terms of job protection
legislation — the character of union
activity in Denmark is important to this




model (Andersen and Mailand 2005).
Denmark’s unions — now more than those
of even the UK, for example — are marked
by the tradition of craft and general
unionism, and by the focus on enterprise
and most especially workplace activity
associated with this. Sectoral bargaining
in Denmark results in sectoral
agreements which set substantial
minimum rates of pay for the very lowest
grades of employees, but have little
further content. At workplace level, it is
now estimated conservatively that 80%
of all employees in Denmark are covered
by a shop steward (llsge et al 2007).
There is single-channel employee/
interest representation in Denmark in
contrast, for example, to Germany and
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orientations are not only typically
coloured by occupational divisions, but
by a tradition of workplace- or company-
level independence which renders them
in practice largely independent of the
broader union structures. Indeed, to the
extent that external structures are of
relevance to their activity, the most
important influence is typically a more or
less loose network of shop stewards.
Ilsge et al (2007) stress the ‘widespread
presence of shop stewards who (unlike
the German works councils) have
substantial bargaining rights’ (p218), and
that these stewards exercise
‘comprehensive bargaining rights at
company level’ (p207). This implies
flexibility in the sense that managers deal

with union representatives at workplace
level to find compromises which work in
the particular enterprise context, rather
than being restricted by the terms of
sectoral agreements.

Austria, with their works council
arrangements. Yet although Danish
workplace representatives are thus
always formally representative of a
union, under the predominance of craft
and general unionism the shop stewards’

What might be the advantages to management of more centralised bargaining arrangements
(that is, multi-employer bargaining at sectoral or even multi-sectoral level)?

What might be the advantages to management of decentralised arrangements (that is, single
employer or workplace bargaining)?

5.4 DIRECT STATUTORY REGULATION OF THE EMPLOYMENT RELATIONSHIP

Employee relations also concerns a response to or, at minimum, compliance with direct
statutory regulation of the employment relationship by national or sometimes regional
governments. Some national governments are reluctant to use the law to intervene directly
in employment relationships beyond some rather minimal contract law and certain
provisions over health and safety. However, there is an increasing tendency for countries
in the OECD and beyond to introduce some forms of direct statutory regulation of
minimum pay levels, sometimes differentiated by region. Within Europe, the spread of
such regulation is, interestingly, particularly evident in the ‘transition’ countries. The
practical significance of such comprehensive statutory floors to employees’ pay varies
markedly in practice. Given cross-national differences not only in the cost of living but in
typical pay levels, the ‘bite’ of such statutory minima is best expressed by the ratio of the
minimum to average (median) pay - see Figure 5.6.
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Figure 5.6 The ‘bite’ of legal pay minima
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Another crucial aspect of the employee relations framework of a nation is the extent of the
legal protection afforded regular (‘permanent’) employees threatened with dismissal or
redundancy - so-called ‘employment protection legislation’. Typically in Europe, there
tends to be some meaningful legal restriction on dismissal or redundancy, but even here
some countries approach the ‘employment at will, or ‘hire and fire’, famously
characteristic of the USA (see below).

KEY FRAMEWORK

Aspects of employment protection legislation and their comparative
pertinence

1 Procedural barriers to an employer’s terminating the employee’s employment
(requirements of oral or written notification to employees, notification to a
representative body or relevant authority, or beyond this, authorisation of body
required and the delay typically involved)

2 The difficulty of an employer’s justification of the dismissal in law (justification
merely in terms of redundancy of post or worker capability, or with
consideration of age or tenure, or subject to failed attempt at transfer or
retraining)

3 Notice period and severance pay requirements for no-fault dismissal (extent of
notice period, extent of severance pay)
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4 Other statutory constraints regarding maximum length of trial period, strictness
of definition of unfair dismissal and compensation involved.

Sources: Bassanini et al (2008, Table 1); Andersen and Mailand (2005)
Indices of individual protection across these four different aspects follow:

Source: OECD (2004a), as cited in Andersen and Mailand (2005, Table 3)

EMPLOYEE RELATIONS IN INDIA: A FRACTURED SOCIAL REGULATION
OF WORK

Famously, the organised, formal or regulated sector of India’s economy constitutes only
7%—-15% of total employment, principally the public sector and large-scale manufacturing
and mining. Thus, the vast majority of the Indian workforce enjoy no protection either from
employment law or from unions and joint regulation. Moreover, even in states such as
Maharashtra, where national labour and employment law is complemented by state labour
and employment law regarded as relatively protective of employees by Indian standards,
there is much variability both in the significance of joint regulation involving unions and in
the application and enforcement of direct statutory regulation itself. The presence of
workplace union representatives does not necessarily imply collective bargaining,
particularly outside the public sector. Most strikingly though, it appears that the presence
of workplace union representatives does not imply even the observance of employment law;
such representatives report that it is very common that employers contravene the provisions
of employment protection legislation, for example. It thus seems that it is a tiny minority of
Indian employees who can depend on any meaningful social regulation of work by actors
beyond management.

Source: Badigannavar and Kelly (2012)

Consider whether managers might find it easier to deal with social regulation of the employment
relationship by law rather than by unions. To what extent does this depend on the character of
the law and of the unions?

5.5 UNIONS, MANAGEMENT AND BUSINESS PERFORMANCE

Strong unions, and strong works councils supported by intensive local union membership
and the larger union structure, pose challenges for managers. Quite generally, managers
operating under significant joint regulation face substantial restrictions on their decision-
making and may have a sense not only of decisions being slowed or delayed but of an
affront to presumed managerial prerogatives. This is the real meaning of external
governance for managers.
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Where strong unions are organised on a craft and general basis, conditions may seem
particularly challenging, with managers confronted by work groups bargaining
opportunistically to extract whatever they can where new technology is introduced or
where work is reorganised (Metcalf 2004). At least, though, managers may take comfort in
the fact that they are not under much scrutiny from larger union structures. Where strong
unions are organised on an industrial basis, managers often confront quite elaborate
systems of job classification and evaluation, and employee and local union/works council
expectations that they are applied in detail (Vernon and Rogers 2013). This provides a
more stable and perhaps reassuring structure within which managers can work, although
they may feel constrained by external agents with limited understanding of their
organisations’ particularities, and may feel rather threatened by the possibility of scrutiny
from this larger external union organisation.

Generally, it is notable that within the OECD stronger governance is associated with
better economic and business performance on a range of indicators. For example, the
performance of the Nordic countries is generally impressive, and Sweden and Finland in
particular are home to a number of very successful companies. This suggests that powerful
unions do not typically undermine productivity performance, although they may render
management a more challenging and exacting activity, and circumscribe quicker and
easier (or dirtier) routes to profitability.

The detailed analysis of Vernon and Rogers (2013) uses comparative historical data for
14 OECD countries across more than 30 years to show that labour productivity growth in
manufacturing tends to be faster in countries with stronger unions, as long as those
unions are organised along industrial (as opposed to company/enterprise or craft and
general) lines. Industrial unions are characteristic of most of continental Europe, with
Denmark an interesting exception. However, where unions are organised along craft and
general lines, as in the UK and in Denmark, stronger unions tend to slow productivity
growth. Unions in Japan but also the USA, which tend to be centred very much on
particular companies, have little or no negative effect. These are of course the typical or
average effects, and there is doubtless variation in the implications of joint regulation not
only within these country groupings but across sectors, and indeed according to the
orientation and behaviour of employers and managers - this latter is a matter to which we
return at the close of the chapter.

5.6 WHAT INFLUENCES COMPARATIVE PATTERNS OF EMPLOYEE RELATIONS
STRUCTURES?

It is sometimes suggested that long-standing, deeply embedded differences in national
cultures underpin differences in structures of employee relations. There is certainly some
general tendency for countries with stronger unions to be countries of low power distance
and low masculinity on Hofstede’s dimensions. However, there are some countries low on
power distance which have rather weak unions - the UK now being the most striking
example. Moreover, there is much variation in the strength of joint regulation amongst
countries low on both power distance and masculinity: whilst Dutch unions remain fairly
significant they have nowhere near the influence of their Swedish or Finnish counterparts.
It is also noteworthy that countries high on collectivism are rarely countries with high
unionisation!

The comparison of Sweden and the UK is particularly intriguing in that during the
1930s these countries appeared rather similar in many respects, but they now appear very
different in matters of employee relations. Sweden has extensive and multi-levelled joint
regulation, whereas the UK features generally low and fragmented coverage. One obvious
recourse in explanation is to party politics, the Swedish Social Democrats offering more
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consistent support than the much less electorally successful British Labour Party has been
able to offer. More deep-seated explanations are possible. Fulcher (1991) suggests that it is
the differing nature and ambitions of the union movements in the two countries which
explain this difference, the British movement always more fragmented, conservative, and
concerned merely to keep the state out of its affairs, and the Swedish movement much
more influenced in its crucial early stages by an integrative socialist ideology and pursuit
of a more ambitious transformative project — aided in this by the Social Democratic Party
constituting the political wing of the Swedish labour movement.

Some recent literature has suggested the possibility that patterns of labour law may
have an impact on patterns of joint regulation. The notion of functional equivalence
suggests that countries will be very similar in their sum totals of social regulation, but with
differing balances of statutory regulation on the one hand and regulation by unions on the
other. Indeed, the Danish case of ‘flexi-curity’, with its relatively limited employment law
and intensive collective bargaining and joint regulation at the level of enterprises and
companies might be taken to support this notion.

However, even within the advanced or old industrialised world, there are clear
differences in the sum total of the social regulation of work. Thus Sweden, Finland and
Norway have not only powerful unions and joint regulation but also very significant direct
statutory regulation of work, whereas the USA lies at the other pole, with generally very
weak joint regulation beyond certain sectors or occupations (such as education,
firefighting) and very weak direct statutory regulation of the employment relationship.
Indeed, although labour law is seen as limited in Denmark (see Case Study 5.2), it is so
only relative to joint regulation there - in comparison with labour law in the USA it looks
comparatively quite extensive.

These examples are expressive of a more general truth that law and unions are not
alternatives - indeed, to the extent that there is any such relation, they appear
complementary. That is to say, there is a rather loose tendency for countries with more
significant joint regulation by unions also to be more strongly shaped by labour law. This
is apparent, for example, in the findings of Jackson (2005) on the influences which have
given rise to statutory employee board representation in many European countries. He
finds that, broadly speaking, countries with such statutory arrangements are co-ordinated
market economies rather than liberal market economies, and in particular that alongside
consensual politics and concentrated ownership patterns, strong co-ordinated collective
bargaining is a key influence on this statutory right. It is also apparent in Brewster et al
(2007) whose large-scale international study shows that works councils (and JCCs) are
more often found in organisations with union presence. Indeed, union members, activists
and officials are often prominent in works councils.

5.6.1 BEST PRACTICE IN EMPLOYEE RELATIONS

In many respects it is difficult to imagine that there is some generalised best practice with
regard to employee relations, given the very different national legal frameworks which
prevail, the still more dramatic variation in the established practices of collective
bargaining or joint regulation, and the very variable business performance implications of
joint regulation. To some extent at least, companies must respond to the employee
relations context they find. Very often, this implies an acceptance of and engagement with
the structures and procedures predominating locally. In some senses, though, such an
acceptance and engagement might be seen as best practice.

The recent purchase of the Volvo Car Corporation by China’s Geely provides a
fascinating example of the need to respond to local (that is, national) context. Although
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Geely executives may find the difference between Swedish and Chinese unions and union
activity bewildering, car production in Sweden requires that they need to come to terms with
- or at least accept — Swedish tiered bargaining arrangements and the broader stringency of
joint regulation. Intriguingly, in this case, given the strength of the industrial unions in
Sweden, and especially in car assembly, Vernon and Rogers’ (2013) findings suggest that
they will experience significant performance benefits from Swedish-style joint regulation.

Of course, we would expect that a more positive engagement with such enduring
structures of joint regulation is likely to bring greater benefit than a denial of them,
some grudging acceptance of them, or any attempt to circumvent their implications.
Indeed, unless it is clear that an employer can entirely eradicate the prevailing
arrangements for joint regulation, such an accepting and engaged approach may well
bring benefits even in countries where the research evidence suggests that joint
regulation is typically inimical to performance. In these latter circumstances, whilst
employers may instinctively feel hostile to unions and joint regulation, a strategy of
damage limitation via constructive engagement may yet be wise. Respect for, and
engagement with, the predominant structures of collective bargaining and joint
regulation might take the form of a written social partnership agreement between
management and independent unions, but relationships and practical engagement
appear of more consequence than such formalities.

In some countries, such as the UK, the variability of joint regulation across and even
within sectors often allows employers space to profoundly shape enterprise-level
arrangements regarding collective voice and governance. This involves some delicate
issues; independent unionism may appear threatening to some, but always offers benefits
in at least some respects, even to managers specifically.

In some countries, organisations often face a fairly stark ‘make-or-buy’ decision (Willman and
Bryson 2003) with regard to many of the matters of collective voice and governance in employee
relations. In the UK private sector, for example, this is particularly pertinent; here, it is neither
generally the case that unions are absent, nor that they are present, with considerable variation
in the role and significance of unions. Employers may facilitate or encourage union membership
and seek to promote such independent employee representation. Alternatively, employers may
seek to discourage independent unionism, and establish in its place some form of enterprise-
specific works or staff committee through which employee ideas and discontentments may be
aired, and which might also in principle be linked to governance via the involvement of
representatives in grievance and disciplinary proceedings, or even in the formation of rules
structuring those proceedings. If the decision is to ‘make’ an enterprise-specific forum rather
than to ‘buy’ independent unionism, there is likely to be real difficulty in establishing the
legitimacy of the management established body. There is of course a danger that senior
management considers such arrangements for governance and collective employee voice — and
even more the involvement of employee representatives in governance — unnecessary and/or
inconvenient, and so a decision is made to neither buy nor make. This may then pose very real
difficulties, for the organisation generally and the line manager specifically, in treating staff
consistently and fairly, and in seeking to be seen as acting legitimately.
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® There is enormous cross-national comparative variation in national systems of
employee relations, even within the established OECD (or old industrialised
world).

o Unions and collective bargaining remain widespread and important amongst
larger employers, and across the public sector, in European countries in
particular.

e Unions and collective bargaining or joint regulation are declining, although
often very gradually, in many countries in the established OECD.

o Although unions are generally weaker in the developing and newly
industrialised world, they are showing signs of growth and development there.

o Often allied to unions are other forms of independent employee representation
such as works councils or employee representatives on boards, carrying
statutory rights.

@ Works councils are often used by employers for collective communication with
employees.

o Direct statutory regulation of the employment relationship, most particularly in
the form of legislation on job protection and on pay minima, is significant in
many countries within and beyond the established OECD.

® Although to many managers unions and works councils — and, indeed, board-
level employee representation — may appear challenging or even threatening,
they often improve business performance.

e The governance that unions and works councils provide can be a valuable
resource to organisations.
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What might explain the fact that union membership is higher in some
countries than in others?

)

2 Are unions a positive or negative factor in organisational communications? Is
the answer dependent upon or independent of country? Give reasons for your
answers.

3 Consider the supports and challenges to managements pursuing business
performance which joint regulation offers. Do you feel that strong unions
make people management more challenging for managers? Do you feel that
strong unions promote organisational and business performance? Do these
questions amount to the same thing?

4 Consultation with representative bodies is now required for all organisations
over a certain size by the EU. What reasoning might have led the EU to take
such a step?
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the collective bargaining system. FAOS Working Paper. Copenhagen: FAOS. Here
the authors overview the Danish “flexi-curity’ model which remains influential in
EU-level discussions of employee relations.

l ANDERSEN, S.K. and MAILAND, M. (2005) The Danish flexicurity model: the role of

VERNON, G. (2006) Does density matter? The significance of comparative historical
variation in uniuonisation. European Journal of Industrial Relations. Vol 12, No 2.
pp189—-209. This article provides a detailed assessment of the significance of unions
and collective bargaining (or joint regulation) across the established OECD.
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CHAPTER 6

The Organisation of Work

LEARNING OUTCOMES

When you have read this this chapter, you will:

© appreciate the continued relevance of Taylorism as a benchmark in discussions of work
organisation

o appreciate the international variation in direct communication practices, but also the ultimately
limited significance of communication per se

o understand that there are broader-based alternatives to Taylorism

o appreciate that these alternatives are applied variably in different countries

o be able to evaluate the bases of cross-national comparative variation in work organisation

® appreciate the indications that there is an international best practice in work organisation.

REFERENZES

There is much managerial discussion of matters of skills, human capital and, indeed,
talent, in which the individual capabilities or capacities of employees are stressed. This
presents a danger of neglect of the matter of how the skills and capabilities of front-line
employees are elicited, drawn out or combined in daily work; matters which are central in
the practice of management. To an extent these are matters of the broad character of the
employment relationship discussed in Chapter 5, of the institutionalisation of employee
relations and collective communication in collective bargaining or joint regulation
involving unions or works councils for example; matters of the representative or indirect
participation of employees. However, in large part they are matters of the organisation of
work in a rather different sense, of direct communication between managers and
managed, of functional flexibility, (direct) employee participation or involvement,
empowerment, autonomy in work implied by job design, and of teamwork (and
groupwork). Given their centrality to management activity and to front-line employees’
daily experience of work, it would be surprising if they were not central to encouraging
employees to display organisational commitment, job or work engagement, discretionary
effort or organisational citizenship behaviour (OCB) and thus the development and the
realised performance of the individual and the wider organisation.

The organisation of work is a matter of particular significance in international
comparative context because, as we shall see, there are enormous variations in the
organisation of work across national boundaries. This is true even within the nations of
the established OECD, or indeed within old Europe specifically. Moreover, as we shall see,
these dramatic variations cannot be explained by differences in sectoral or occupational
composition across nations; the organisation of work varies greatly across nations not only
on aggregate but within specific industries.
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6.2 TAYLORISM AND FORDISM AS A SOLUTION... AND A PROBLEM

Frederick Taylor’s early twentieth-century prescriptions for the effective organisation of
work in industrial production remain an invaluable benchmark in considering the
character of current organisational approaches — not, it should be clear, as a ‘best practice’
ideal at which organisations should aim, but in the location of the approaches actually
deployed by organisations, for better or for worse. Taylorism, or ‘scientific management’,
is a useful benchmark because it constitutes such an extreme form, but simultaneously, as
we shall see, remains a powerful influence on the actual organisation of work in many
countries (see Figure 6.1).

Figure 6.1 An overview of Taylorism

Conception-
execution:
management versus
workers

Minimum-contact
employment
relationship

Lack of employee
autonomy/discretion

Simple, scripted,
individualised tasks

Pay by individualised
result (quantity)

Tasks repeated frequently;
cycle times short

Absence of
job ladders/career
paths

Quality monitored by
management

Source: Developed from Callaghan and Thompson (2001); Taylor et al (2002); Berggren
(1994); Vernon (2006)

The separation of the management group and its activity from the employee group
and its activity lies at the foundation of Taylorism, with many if not all of its other
features flowing from this separation. A Taylorist organisation of work charges
management with all the conceptual or ‘think’ work, with front-line employees then
charged with the execution of management’s orders. Front-line employees thus operate
within very narrow confines, performing individualised and simplified tasks with little
or no opportunity for individual judgement or discretion. The echoes of Taylorism
in the Fordist manufacturing operation parodied by Charlie Chaplin’s Modern Times
are obvious; indeed, in essence Fordism is simply Taylorism plus a moving assembly
line.
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Many authors on HRM suggest that organisations should seek to avoid or move away from a
Taylorist organisation of work. Why should Taylorism be seen as undesirable?

Whether it is seen as outmoded, inappropriate, unethical or ineffective or not, it is clear
that Taylorism still exerts a powerful influence on the organisation of work experienced by
front-line employees in many organisations in many countries. Braverman (1974)
famously argued that such approaches, centralising knowledge of the production process
in the hands of management and so consolidating management control, were relentless in
their spread. More recent research suggests a much more nuanced picture. Although
systematic cross-national comparative study is limited, it does seem that manufacturing in
the developing and newly industrialising world is more often of a Taylorist character, and
perhaps most particularly in recent years in China (see Case Study 6.1). Yet Taylorism
also remains influential in the early twenty-first century in the established countries of the
OECD, and not just in manufacturing but also in fast food and in clerical or white-collar
work in call centres (Allan et al 2006; EFILWC 2009; Callaghan and Thompson 2001;
Taylor et al 2002; Doellgast 2010; Mayhew and Quinlan 2002). This underscores its
continued usefulness as a benchmark in considering matters of the organisation of work.

6.3 DIRECT COMMUNICATION: INITIATIVES AND RATIONALES

In the 1970s, and with increasing force in the 1980s, there was a mounting sense in many
organisations that the character of communication within organisations - and in
particular that between managerial and non-managerial employees — was inadequate. This
impression was nurtured in large part by the emergence of Japan as an industrial power.
Japanese continuous improvement activity, or kaizen, involved a very deliberate effort at
communication between first- or front-line management and employees. Such matters of
communication were seen as a crucial — perhaps the crucial - defining factor of Japanese
people management, which was itself viewed as central to what was seen as superior
Japanese business performance.

Thus it became increasingly common amongst managers in Europe, the USA and
elsewhere in the countries of the advanced industrialised world, or established OECD, to
refer to the knowledge held by those actually doing the job (front-line employees) and to
the need for management to garner or capture this knowledge to improve business
performance. Relatedly, many organisations tried to extend but also move beyond
traditional efforts at management —employee engagement such as suggestion schemes,
taking initiatives also in terms of quality circles or quality control circles (QCs/QCCs)
centred on improved communication between front-line employees and first-line
management. These initiatives were efforts to overcome the barriers created by the
division of labour within organisations, and specifically the divide between management
and employees implied by the predominant Taylorist or Fordist approaches.

It has long been argued that effective communication can increase job satisfaction
(Miles et al 1996), foster greater commitment (Dutton et al 1994; Kane 1996; Lippit 1997),
act as a conduit for the promotion and development of collaboration between
organisational stakeholders (Folger and Poole 1984; Monge and Eisenberg 1987;
Mintzberg et al 1996), facilitate the diffusion of teamwork (Mulder 1960; Barnes and Todd
1977; Pettit 1997) and improve internal control and, simultaneously, facilitate strategy
development (Baird et al 1983; Fiol 1995; Smyth 1995; Steinberg 1998). The importance of
effective communication is now emphasised in the notion that it is only through
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exploiting employees’ ideas, energy and creativity that organisations will be able to
compete and survive.

Communication between managerial and non-managerial employees is considered
particularly significant. A useful distinction has been made between two types of
(consultation and) communication, distinguishing ‘collective’, ‘indirect’ or ‘representative’
communication from ‘individual’ or ‘direct’ communication (Gold and Hall 1990). The
focus in the current chapter is on the latter, individual or direct form (indirect or
collective communication involving employee representatives is considered in Chapter 5.
Knudsen (1995) provides a useful categorisation of subjects for communication,
distinguishing strategic, tactical, operational, and welfare decisions. In general,
representative communication has tended to address the wider strategic and tactical issues
(such as investments, mergers, labour issues and pay systems), whereas the individual or
direct forms have tended to concentrate on operational workplace, working practice and
individual-related welfare matters.

It is noteworthy that an exclusive focus on direct communication with the individual
employee implies a unitarist philosophy founded upon a notion of a simple common
interest between managers and the managed, an interest supposedly centred solely on the
organisation’s success in the marketplace. Some consultation mechanisms are designed
principally to integrate employees into the organisation, but also apparently to ensure that
there is no challenge to the basic authority structure of the enterprise (Blyton and
Turnbull 1992).

As organisations become increasingly knowledge-intensive, and indeed knowledge-
dependent (Conner and Prahalad 1996; Doz et al 2001; Grant 1996), so it becomes ever
clearer that the crucial knowledge in the organisation rests not with the senior
management but with those who make up the organisation and contribute to its work. A
key management task becomes understanding the people within the organisation,
appreciating their talents and abilities, and being able to motivate and commit them to the
organisation so that it can draw on this reservoir of skills and understanding in the most
effective way. However, as Morley (2000) point out, this is a difficult area for
organisations, and the literature has long abounded with reports of obfuscation in
corporate communications (Filipczak 1995), information distortion (Janis 1982; Larson
and King 1996), miscommunication and problematic talk (Coupland et al 1991).

In your organisation, or one that you know of, what forms of up and down direct communication
are used? Elaborate!

Below, we analyse successively developments in direct communication downward through
the organisational hierarchy and upward from the front line, and then outline
developments in lateral communication.

6.4 DIRECT DOWNWARD COMMUNICATION

Downward communication is the flow of information from management to the
employees. The use of direct means of communication appears to have been on the
increase in recent decades. Across Europe in particular, the personnel specialists who
respond to the Cranet survey regularly suggest that direct verbal communication is
increasing in a majority of organisations. Of course, with computerisation, human
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resources information systems and mail-merge techniques it becomes much easier for
managers to write ‘individually’ to all staff involved in a particular change - and the
opportunity is being taken here too. Typically, between a third and a half of European
organisations report increased use of direct written communication and team briefings, as
well as electronic communication with employees. Typically, almost no personnel
specialists report decreased use of these communication channels. Correspondingly,
Mayrhofer et al (2011) find in their European study a strong increase over time in the
proportions of organisations providing staff with information on strategy and financial
performance, although as we shall see below this still leaves some room for variation
across countries.

The writers on HRM who are advising employers that individual communication with
their employees is vital to the future success of the organisation can take comfort from
these figures. Of course, when questions are asked of senior personnel practitioners (as in
Cranet), it is possible that they are exaggerating the extent of the improvement in
communication: there may be an element of wishful thinking here. However, the shifts
apparent are so consistent that it seems likely that they reflect some kind of reality; we are
encouraged in this view by the fact that in other areas of people management Cranet often
indicates that organisations are not following the received wisdom. Furthermore, these
figures reflect similar findings in the earlier European Foundation’s EPOC survey (Sisson
1997). It would seem that organisations have over a prolonged period sought to
communicate more with their employees.

With regard to what is communicated through these channels, this varies from case to
case. However, two areas of central interest for management and employees are
information on:

e organisational strategy
e organisational finances.

In Europe, Cranet survey data for 2010 shows that at least nine out of every ten
organisations formally brief their managers about the organisation’s strategy and financial
results. However, there is a marked ‘slope’ in the provision of information below the
managerial level. The further down the organisation one goes, the less likely employees are
to be given this information. There is great variation in the proportions of organisations
providing information about strategy to manual employees. Generally, the figures are not
high, even allowing for an expected differential between the information that would be
given to managers and to manual workers. Organisations become increasingly dependent
on employees’ knowing the corporate strategy, understanding how their own performance
contributes to the implementation of the strategy, wanting to contribute in this way, and
being able to communicate this strategy to co-workers and external parties (customers,
suppliers, public agencies, etc). The more the organisation is providing services, know-
how or other types of immaterial ‘products’, the more an understanding of - and
acceptance of — the overall corporate strategy is a prerequisite for competent performance.
This is not the case to the same extent when the job involves the manipulation of physical
production processes.

A similar reasoning applies to the communication of financial information about the
organisation, although here the slope indicating the difference in providing information
for different groups of employees is not so steep. The financial performance of the
organisation is made known to employees to a greater extent than is the case in the area of
strategy. In nearly two-thirds of the countries, 50% or more of the organisations also brief
manual workers, the least informed group within the organisation, about financial
performance. Figure 6.2 shows the briefing patterns for various employee groups in three
European countries in the area of strategy and financial performance. What is noticeable
is that the slope of information reduces from management to manual worker grades, and
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that the slope varies in each country - so that manual workers in Sweden are considerably
more likely to get such information and manual workers in Germany much less.

Figure 6.2 Strategic and financial briefing of different groups of employees in Sweden, the
UK and Germany
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Northern European countries generally present their non-managerial employees with
more data on these matters than countries elsewhere in Europe (Morley et al 2000). In
many Pacific countries information on these issues is generally only given to senior
managers (Zanko 2002). Although the evidence is rather anecdotal, it appears that this is
often the case in newly industrialised countries in Asia. It seems that in newly
industrialised countries in particular there is a widespread assumption that those lower
down the organisation simply do not need to know what the organisation is trying to do,
or the value to the organisation of succeeding in reaching those objectives.
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6.5 UPWARD DIRECT COMMUNICATION

Upward communication is the other key issue in terms of management/non-management
communication - the feeding of information, concerns or ideas from the employees to the
management.

Communication to an employee’s immediate superior is, perhaps inevitably, the most
important form of direct upward communication. However, we can also include here
direct access to senior management, quality circles and suggestion schemes as ways in
which some organisations have tried to provide channels to encourage employees to make
their individual grievances known or to draw on the innovative and entrepreneurial skills
of their workforce.

Cranet data show that both communication up to the immediate superior and direct
communication with senior management has increased. In Europe, a quarter to a third of
organisations have increased such communication, depending on the European country
involved. In the case of direct communication between employees and senior
management, the figures are generally a little lower. The increase in the use of quality
circles is still less, and the net increase in the use of suggestion schemes is marginal. These
changes left the situation with regard to upward direct communication by 2010 in
European and other countries as shown in Figure 6.3 (see also Chapter 5 on collective or
indirect communication).

What of the relative growth in upward as opposed to downward communication? As
we have seen earlier, Cranet evidence on HRM specialists’ perceptions of recent change
suggests a strong and quite universal reported increase in direct downward
communication, and this is so whether in terms of verbal, written, or specifically email
communication. As we have seen in this section, Cranet suggests strong and pretty
universal increases in proportions of organisations reporting increases in upward
communication via the line manager, and rather less strong but still general increases in
upward communication through quality circles or direct to senior management. There
thus seems a general trend in direct communication in both directions between managers
and front-line employees - but a rather clearer trend in downward than in upward
communication.

Why should the tendency towards greater downward direct communication be stronger and
more consistent across countries than the tendency towards greater upward direct
communication?

6.6 LATERAL COMMUNICATION

In recent years, considerable attention has been devoted by companies and researchers to
the notions of knowledge management and knowledge flows within employing
organisations. It has, indeed, been argued (Kostova and Roth 2003; Tsai and Ghoshal
1998) that this may be the factor that distinguishes the successful from the unsuccessful
organisation. A company’s strategic advantage is usually found in its specific knowledge
(Penrose 1959; Caves 1982), and this specific knowledge (for example, advanced
technological expertise or specific marketing knowledge) can only be acquired within the
company. It is obviously in the organisation’s interests that such knowledge is shared
internally. Yet this is not as easy as it sounds. The kind of knowledge that can be shared
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through computerised systems tends to be explicit knowledge - and that is often much
less potent than the tacit knowledge that people hold in their heads, sometimes without
realising that they do. Thus, for example, knowing how to deal with key clients in
different countries may be something that an individual has only developed through
extensive experience, and it is not always straightforward to pass what has become an
intuitive skill on to others.

Figure 6.3 Channels of upward communication
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e ) Through suggestion schemes
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g) Via electronic communication |
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What might create difficulties in the transfer of information and knowledge between individuals
within an organisation?

Amongst the factors that might create ‘stickiness’ in the passing of information are lack of
understanding, or even antipathy, between different functions within the organisation; a
feeling that information is power, so that those with it want to hang on to it; strong
notions of hierarchy; a desire not to pass on anything that is not polished and complete;
and personal predilections to share. Many of these may be influenced by the culture of the
country in which the individuals operate — high power distance and strong uncertainty
avoidance may make knowledge sharing less likely. Perhaps to some extent relatedly,
governance structures may matter too.

Given the differences we have identified in communication practices between countries,
it is no surprise to find that cross-national communication is particularly problematic.
The cultural dimensions discussed in Chapters 3 and 4 will have an impact here: clearly
where, for example, hierarchies are seen as very important (power distance is high), the
flow of information between different levels of the hierarchy may be more difficult - and
probably so too will be the flow of information between departments. The assumption will
be that this should be passed up the management chain until more senior figures can
relate to each other: passing information to another department rather than to the boss
may not be seen as appropriate. The consensus now seems to be (Foss and Pedersen 2002;
Riusala and Smale 2007; Szulanski 1996; Zander and Kogut 1995) that there are various
factors that make knowledge ‘sticky’ - that is, immobile - around organisations, and
especially across national boundaries. Establishing systems that allow the information to
be transferred more readily becomes a key task - often one of the reasons for using
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expatriates. For example, in an analysis of knowledge management and expatriation
within professional legal service firms (Beaverstock 2004), it was shown that expatriation
was not homogeneous for every region of the world. In some areas, expatriation followed
a one-way knowledge diffusion from headquarters. In these cases, expatriates represented
the traditional managerial role. In contrast, expatriates from HQs in other regions worked
with locally qualified employees and expatriates of other nationalities in an environment
where these different groups of people joined partnerships and led teams. The type of
learning and its impact on careers will likely be distinct in these two cases.

6.7 REFORM BEYOND COMMUNICATION: EMPLOYEE DISCRETION
AND AUTONOMY

Despite the particular and increasing focus on communication in many organisations,
many authors suggest that initiatives in this arena are too narrowly focused. In both
Europe and North America there are traditions of theorising and of practice which
challenge Taylorist and Fordist approaches on a much broader front and/or more
fundamentally. Hackman et al’s (1982) job characteristics model emphasises the nature or
character of the daily work activities performed, or faced by, employees. In particular, this
analytical approach suggests, the job satisfaction and commitment of employees hinges
upon the scope they have to exercise discretion and autonomy. The tempering of Taylorist
or Fordist approaches by direct communication initiatives is in this light seen as an
inadequate and ineffective ‘sticking plaster’ response. In a similar vein, Emery and
Thorsrud (1969) and Karasek and Theorell (1990) shaped a ‘socio-technical’ approach to
work organisation departing fundamentally from Taylorism and its variants, emphasising
job enrichment and the delegation to non-managerial employees of managerial tasks or
prerogatives. To such authors, Taylorism is antithetical to the ‘good work’ to which
organisations should aspire (see Berggren 1994). These ideas have been particularly
influential in shaping discussions of the organisation of work in the countries of Northern
Europe, but have had a wider resonance too.

6.8 ALL TEAMS AGAINST TAYLORISM?

It is sometimes suggested that teamwork is central to the organisation of work - indeed,
that the crucial issue in work organisation is whether front-line employees engage in
teamwork or not. Evidently, though, the formal designation of teams by managers is
insufficient of itself to imply that front-line employees engage in teamwork on any
meaningful definition of the term, any more than the absence of formally designated
teams for front-line employees necessarily implies that there is no meaningful teamwork.
Moreover, in practice, although if it is to have any meaning at all then teamwork must
necessarily involve a collective output, teamwork may still be of very different
complexions (see Table 6.1).

Tahle 61 All toame acaingt Tavlariem?

Lean/Japanese-style ‘teams’ | Groupwork/Nordic socio-
technical ‘teams’

Individual work pace Dictated by management Employees may vary work
pace through the shift
Enlargement/enrichment of Employees rotate tasks, each | Increased work content with
work of little complexity responsibility for managerial
tasks
Authority/co-ordination Dense authority structure; | Delegation of co-ordination

foreman or supervisor is key | to the group



Administrative control

Performance demands

Production arrangement in
the manufacturing context

Lean/Japanese-style ‘teams’

Team leader selected by
management

Imposed by management:
no absolute upper bounds

Traditional production
lines, with just-in-time
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Groupwork/Nordic socio-
technical ‘teams’

Group leader elected by the
group

Agreed between group and
management

Line buffers or assembly in
stationary ‘docks’

Source: Adapted from Berggren (1993), Rehder (1994) and Vernon (2003, 2006b)

The contrast between lean teams and socio-technical or Nordic teams was elaborated in
studies comparing the organisation of work in car and more general automotive vehicle
production, reaching its pinnacle in comparisons of approaches to assembly at Japan’s
Toyota and Sweden’s Volvo in the 1980s and 1990s (especially by Berggren (1994)), but is
of more enduring and general relevance in locating and analysing the organisation of
work. The central contrast between these forms of teamwork is in the extent to which
front-line employees, both collectively in their teams and individually in their own
contributions, enjoy discretion and autonomy and engage in conceptual and co-ordinating
work. In other words, these models of teamwork differ in the extent to which they imply a
departure from the division, simplification and fragmentation of Taylorist work
organisation.

6.9 CROSS-NATIONAL COMPARATIVE WORK ORGANISATION

The evidence on cross-national comparative variation in work organisation is less
thorough and systematic than that available for some other aspects of people
management. Even within the nations of the established OECD or old industrialised world
an overview must draw on a variety of differing sources.

One approach to getting a grip on comparative variation deploys data on occupational
compositions from national censuses and labour force surveys (for example, Gordon
1996). These can be used to construct aggregate measures of the span of control of those
in managerial positions. One might expect that where the span of control is smaller, or as
Gordon (1996) puts it ‘supervisory intensity’ is greater, non-managerial or front-line
employees have less autonomy or discretion in their work (see also Maurice et al 1986).
Conversely, a greater span of control might be expected to indicate greater non-
managerial autonomy. Yet profound difficulties are implied by international variation in
the use of the label ‘manager’; employees in some countries are much more likely to be so
labelled than in others, despite doing identical work. Ultimately, the only cross-national
comparative differences in authority structures clear from such evidence are those between
North America and the Nordic countries (Vernon 2003). Although in the USA and
Canada organisations (and official statisticians) are much freer with the term ‘manager’
than those in Sweden and Norway, it is also the case that very many more employees have
meaningful authority over others in North America than in the Nordic countries. The
aggregate span of control is much greater in the Nordic countries, the intensity of
supervision much lower, than in North America, providing an indication at least of much
greater employee autonomy in the Nordic countries (Vernon 2003).

What of more direct forms of evidence? Case studies of particular companies (for
example Berggren 1994) offer depth and richness but can provide no indication of what is
typical in a country, nor locate the typical approach in one country compared to another.
Yet systematic survey evidence is now at least available across the EU. EPOC and ESWC
studies have culminated in the EWCS report (EFILWC 2009) which offers an overview of
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the use of forms of work organisation in Europe in 2005. This work deploys a fourfold
categorisation of models of the organisation of work (OoW), as shown in Figure 6.4.

Figure 6.4 A categorisation of models of the organisation of work
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Source: Developed from European Foundation for the Improvement of Living and
Working Conditions (EFILWC) (2009)

The EFILWC (2009) ‘simple’ approach is essentially a residual category featuring the
informal work organisation typical in many or perhaps all countries in, for example, cafés
or small retailing businesses. The Taylorist approach is as described above. The lean
model is characterised by teamwork, task rotation in the form of multi-skilling, self-
assessment of work quality informed by relatively strong quality norms, some limited
autonomy but with various constraints on the pace of work. The discretionary learning
form has many of the features of Scandinavian socio-technical work, characterised by
employee autonomy in work, task complexity, learning and problem-solving, self-
assessment of work quality and autonomous teamwork (if any). Examples of each of the
various forms distinguished under various categorisations may probably be found in all
the countries of the world, and certainly within the EU. What, though, of the relative
preponderance of different forms of the organisation of work and the balance of use of the
different models in each country?

The EFILWC (2009) report has assembled an index by country of ‘innovative work
organisation’ which summarises the extent of departure from ‘simple’ and ‘Taylorist’
models. Comparatively across the EU27 on the innovative work organisation index (2009;
see Figure 2) the Nordic members (Sweden, Denmark, Finland) are at the top, with the
UK and Germany in the middle, and the new central and eastern European members
clustering at the bottom. National rankings on the extent of the use of the discretionary
learning form specifically are similar (2009, see Table 6.1), with this use in Sweden (at
67.5% of employees) more than twice that in the UK (at 31.7% of employees) and more
than three times that in Bulgaria (at 20.6% of employees).

Interestingly, Slovenia is very close to the UK and Germany, and leads Italy and Spain
on the innovative work organisation index; it actually features substantially more extensive
use of the discretionary learning form than the UK while also matching the UK in the use
of the lean form. What is at issue here is not the manner in which everyone in a country
works, but the relative balance of differing forms of the organisation of work, or, more
loosely, the typical means of work organisation. The evidence shows very clearly that there
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is no necessity that the organisation of work in central and eastern Europe need be cruder
than that in western Europe.

RECENT SHIFTS IN WORK AUTONOMY IN EUROPE

Lopes et al’s (2014) study begins by stressing that a vast swathe of studies show the
importance of work autonomy not only to personal well-being, resilience of self-esteem and
high quality personal relationships but also to intrinsic motivation and indeed performance
at work. Despite this, however, the successive rounds of the European Working Conditions
Survey, spanning 12,000-19,000 employees across 15 European countries, show that outside
of the Nordic countries and the Netherlands work autonomy declined through the period
1995—2010, most particularly for the less skilled or, better, lower status, employees, who of
course typically form the largest occupational groups within organisations (Lopes et al
2014). These are particularly striking findings in the context of commentaries in the popular
management literature which suggest that there is a tendency, in an increasingly
competitive and knowledge-based global economy, towards more autonomous working and
work organisation.

The decline in work autonomy which Lopes et al (2014) show across Europe, excepting the
Nordic countries and the Netherlands, through 1995-2010 has occurred in the context of a
fading in the social regulation of work, particularly by unions and joint regulation, in most
European countries. Within the Nordic countries the social regulation of work, particularly via
collective bargaining and joint regulation, has remained particularly strong, and, as Lopes et
al (2014) show, work autonomy has not declined - indeed in some instances it has increased.
Developments in the social regulation in the Netherlands have been more equivocal with, for
example, collective bargaining coverage remaining very high at over 80% but union
membership density showing some decline from a level which even previously was only
moderate at best (Visser 2011). Still, the pattern of findings in Lopes et al (2014) overall
indicates a role for joint regulation and collective bargaining in shaping work autonomy and
developments therein.

Source: Lopes et al (2014)

There is no comparable study to that on the organisation of work in the EU for North America.
How would you imagine that the use of the four different models of work organisation in the
USA and Canada would compare with European countries if there were such comparable
evidence?

There is rather little systematic comparative analysis of the character of the organisation
of work in newly industrialising and developing countries compared to that in the old
industrialised world. What analysis there is supports anecdotal evidence that Taylorism
has greater purchase in the developing and newly industrialising countries (see Case Study
6.1). Although this may change as development proceeds, the generality and speed of such
change remains uncertain and should not be presumed.
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From the mid-1990s, and with gathering
momentum, manufacturing companies in
Japan and also South Korea have
transferred substantial elements of their
activities to China, sometimes to wholly
owned facilities, but more often via joint
ventures with local companies or via
some form of close subcontracting
arrangement. These developments are
particularly apparent in clothing
manufacture and in electronics, for
example. Typically, the activity
transferred has centred upon the more

standardised element of the production
operations, with more complex and
higher value added activities, as well as
most — if not all — research and
development activity maintained in the
home country. The organisation of work
in the Chinese production operations was
typically very much more Taylorist than
that in the production operations in the
home country, the tasks more finely
broken down and the employees more
closely monitored in China.

Source: Gamble et al (2004)

There are some indications that national culture plays some limited role in shaping the
extent to which organisations seek to develop communication between managerial and
non-managerial employees beyond the crude, primitive form it takes in the Taylorist or
Fordist models (Papalexandris and Panayotopoulou 2004, Table V). In particular, the
cross-national comparative pattern of organisational practices revealed by Cranet is linked
in some respects to the cultural profile of nations in terms of Hofstede. Cultures exhibiting
greater power distance generally feature more limited/less communication via some
though not all channels, both downward and upward, and also more limited use of some
of the briefings discussed above. More consistently, though, the findings show that greater
uncertainty avoidance is associated with a greater effort at communication between
managerial and non-managerial employees. To some extent, then, management activity is
shaped by managers’ and/or by employees’ notions of reasonable or legitimate
communication across the divide.

What, though, of the drivers of broader-based departures from Taylorism? Stage of
industrial development is an obvious influence on the organisation of work. Generally,
there appears an inverse relationship between the use of Taylorist or Fordist systems and
GDP per capita or labour costs per hour worked. It is noteworthy that this is not merely -
nor perhaps even mainly — a matter of the extent of manufacturing or broader industrial
sectors. Even within manufacturing, for example, there seems a tendency for Taylorist or
Fordist approaches to predominate in developing or newly industrialising countries much
more clearly than in the established OECD. However, this relationship is ultimately rather
loose. As we have seen, amongst the countries of the established OECD for which there is
better evidence it is clear that there are very substantial differences in the organisation of
work.

INFLUENCES ON JOB AUTONOMY IN THE EU

Esser and Olsen (2012) deploy data for more than 13,000 employees from 19 European countries
(EU plus Norway) to show that, alongside personal characteristics, broad occupational group
and contractual status, collective bargaining or joint regulation is a powerful predictor of job
autonomy. Job autonomy tends to be highest amongst those who are better educated, older, are
in occupational groups of higher status in organisational hierarchies, have more permanent
contractual status and indeed amongst men rather than women. Beyond this, though, in
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countries where the coverage of collective bargaining is greater, and most particularly where the
strength of unions or joint regulation indicated by the density of union membership is greater,
there is likely to be greater job autonomy. The findings for the relevance of national
arrangements for vocational education and training are, interestingly, very much more equivocal.

Ollo-Lopez et al’s (2011) study of almost 10,000 employees in 16 European countries confirms
the significance of unions and joint regulation to job autonomy, showing that an index of
indirect or representative participation of employees, which amounts to a gauge of the strength
of joint regulation, is strongly related to both individuals’ job autonomy and organisations’ use
of autonomous teams. They also confirm Esser and Olsen’s (2012) finding that this relationship
is not the result of the composition of the workforce, further demonstrating that it is not the
case that the relationship is some expression of GDP or the stage of economic development.
There is little room for doubt that the stronger social regulation of work, particularly in the form
of stronger unions and collective bargaining or joint regulation, promotes job autonomy. In a
related spirit, but with a cultural rather than institutional lens, Ollo-Lopez et al (2011) also show
that countries with lower power distance in Hofstede’s terms exhibit greater autonomy of
individuals and of teams, suggesting the relevance to work autonomy either of employees’
expectations or managers’ notion of what is acceptable or justified. Interestingly, the findings for
other aspects of Hofstede’s culture are less consistent and much harder to interpret. These
findings suggest that if culture has much of an effect on job autonomy, this is related to the
societal role and strength of unions and joint regulation.

Sources: Esser and Olsen (2012); Ollo-Lopez et al (2011)

The contrast in the forms of team and group work which have taken hold in Sweden
and Japan are intriguing. Given the successes of the Japanese educational system, it would
be difficult to argue that the greater autonomy of the Swedish employee is a result of their
greater human capital in terms of their greater skill or education. Of course, the apparent
tendency for employee autonomy to be less developed even in newly industrialised
countries with very good educational achievement, such as South Korea, also suggests the
limited purchase of human capital.

However, as we have seen, the best available evidence on comparative organisation of
work is from Europe (see the earlier section on the 2009 EFILWC report and the case study
on job autonomy in the EU). This data also allows assessment of the importance of
industrial composition. It is very clear that the economic structure of countries in terms of
their composition by broad industrial sectors, company sizes, occupational structure and
demographic characteristics generally plays a small part in cross-national comparative
varjations. The Netherlands is exceptional precisely because the preponderance of the
discretionary learning form is significantly linked to such structural features (EFILWC 2009,
p23). Rather than being mere incidental composition effects, the comparative variations
generally express enduring characteristics of the context of employment and work.

The typically more innovative approaches to work organisation in the Nordic countries
compared to others in Europe suggest that the exceptional union strength in these
countries has wrought a distinct approach. Given the remarkably innovative approach to
work organisation in Slovenia, distinguishing it from its central and eastern European
neighbours, the unusual strength of unions there underscores the suggestion that union
strength is the overwhelming influence on the autonomy of employees and complexity of
work. Over time, it seems, countries find their place in the international division of labour
in a manner which is influenced powerfully by the strength of their unions. Within
western Europe, the relatively favourable positions of France and the Netherlands in
rating close to the Nordic countries on the innovative work organisation index, and in
terms of the use of discretionary learning approaches in particular, suggest that the
broader density of institutionalisation of the labour market not only by collective
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bargaining but by employment law and indeed welfare states is also of relevance. The
limited comparable data available on occupational classifications discussed earlier shows a
very marked contrast between North America and the Nordic countries, which, given the
weakness of unions, collective bargaining, employment law and the welfare state in the
USA, underlines the significance of the social regulation of work for departures from
Taylorism.

Cross-national comparative differences in the organisation of work might be read as
expressive of differences in culture, with these then thought to give rise to the institutional
differences that are associated with, or in turn shape, the organisation of work. However,
it is often difficult to see links between cultural features and the cross-national pattern of
departure from Taylorism, and in any event, as is noted in Chapter 5 the available
evidence seems to suggest that at the level of countries, institutions (shaped by politics and
thus perhaps by particular subcultures within policy elites) drive generally prevailing
culture rather more than being driven by it (see also Vaiman and Brewster 2015).

It is clear that within the countries of the established industrialised world there is
considerable internal variation in the organisation of work, so this is not of course to say that
examples of autonomous employees, socio-technical work or discretionary learning may not
be found in the USA or Japan, for example. There are also instances of this approach -
though likely still less numerous - in the developing or newly industrialising world.

6.10 ONE BEST WAY INTERNATIONALLY IN THE ORGANISATION OF WORK?

Reviews by Boselie et al (2005), Wall and Wood (2003), Paauwe (2004) and Heffernan et
al (2011) indicate the accumulating evidence of a tendency for high-involvement work
systems (HIWS) or high-commitment management (HCM) to be associated with better
organisational and specifically business performance regardless of national boundaries.

Selection: screening and expectation-setting

Training: off-job time and money

Teamwork: problem-solving/cross-function

Job design: complexity and autonomy

Communication: information and consultation

Appraisal: regular, multi-sourced, behaviour-centred

Pay: pay for performance principally on a team, group or departmental basis.

This best practice bundle centres upon matters of the organisation of work (in italics in the list),
and is to a great extent defined in contradistinction to Taylorism, but also carries distinct echoes
of socio-technical semi-autonomous group work in the Nordic tradition.

Source: Developed from Wall and Wood (2003)

This evidence is consistent with findings that the delegation of management tasks to
semi-autonomous groups of employees has a greater effect on business performance
where organisations simultaneously deploy group incentives (Antoni et al 2005).
Meaningful team or group work, coupled to team or group reward, seems to deliver
results. Indeed, there are indications that this combination has the capacity to make up for
weak product development/ innovation by management (see Antoni et al 2005).

Of course, ideas such as these provide only a broad-brush guide to evidence-based best
practice in the organisation of work, and there is considerable space for these principles to be
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adjusted to specific national environments. The implicit warning - that Taylorism is
generally not the most effective form of work organisation, even if managers can get away
with it - is, however, highly significant. Managers operating in developing and newly
industrialised countries, in the transition countries of central and eastern Europe (particularly
beyond Slovenia!), but also in some OECD nations, such as the UK, should beware.

o Although it is sometimes rather neglected in discussions of HRM, there are
many indications that work organisation is one of the vital arenas of HRM
activity.

e Taylorism remains influential in contemplations of work organisation and in
practice.

e Many organisations now seek to overcome the limitations of Taylorism with
communication initiatives but also with a more radical and broader-based
reform of work organisation.

o The balance of approaches to work organisation varies dramatically across
countries, even within Europe.

® Sheer economic development, or GDP per capita, does not explain the cross-
national comparative variations in work organisation.

e Cross-national comparative variation appears importantly driven by culture and
most particularly by institutions.

o There are some indications of an international best practice in work
organisation.

0/1-

KEY LEARNING POINTS

We have limited evidence on how work is typically organised in the
developing and newly industrialising worlds, but what would you expect to be
typical?

)

> Consider the basis of your view of the work organisation typical outside the
established OECD or old industrialised world. Check that it is consistent with
what we do know about the comparative organisation of work.

3 Why is Taylorism still influential in work organisation a century after its
development?

4 Might the importance of overcoming the gulf between managerial and non-
managerial employees be more important to organisational effectiveness in
some countries than others?

5 Which are the best methods to facilitate upward and downward
communication? Are they likely to vary with different cultures?

LEARNING QUESTIONS

6 How should an MNC in, say, retail approach work organisation in the various
countries in which it operates?

7 To what extent do you think companies are constrained in their approaches to
work organisation by what their managers, and perhaps in particular their line
managers, are comfortable or confident with?

8 May ‘best practice’ in work organisation be inoperable some contexts? Is this
always because it wouldn’t improve productivity performance?
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comparative study of work reorganization in US and German call centres. British
Journal of Industrial Relations. Vol 48, No 2. pp375-99. This article identifies
Taylorism amongst white-collar employees within the established OECD.

I DOELLGAST, V. (2010) Collective voice under decentralized bargaining: a

ESSER, I. and OLSEN, K.M. (2012) Perceived job quality: autonomy and job security
within a multi-level framework. European Sociological Review. Vol 28, No 4. pp443-
454. This article provides clear evidence on the influences on employee autonomy
for 13,000 employees across 19 European countries.

GAMBLE, )., MORRIS, ). and WILKINSON, B. (2004) Mass production is alive and
well: the future of work and organization in East Asia. International Journal of
Human Resource Management. Vol 15, No 2. pp397-409. These authors consider
the relevance of Taylorism in the developing and newly industrialising world.

REFERENCES

ALLAN, C,, BAMBER, G. J. and TIMO, N. (2006) Fastfood work: are McJobs satisfying?
Employee Relations. Vol 28, No 5. pp402-420.

ANTONI, C. et al. (2005) Wage and working conditions in the European Union - Project
No. 0261 Final Report, European Foundation for the Improvement of Living and Working
Conditions.

BAIRD, L., MESHOULAM, I. and DEGIVE, G. (1983) Meshing human resources
planning with strategic business planning: a model approach. Personnel. Vol 60, No 5.
pp14-25.

BARNES, D. and TODD, F. (1977) Communication and learning in small groups. London:
Routledge and Kegan Paul.

BEAVERSTOCK, J. (2004) Managing across borders: knowledge management and
expatriation in professional service legal firms. Journal of Economic Geography. Vol 4, No
2. pp157-179.

BERGGREN, C. (1993) Lean production: the end of history? Work, Employment and
Society. Vol 7, No 2. pp163-188.

BERGGREN, C. (1994) The Volvo experience: alternatives to lean production in the auto
industry. London: Sage.

BLYTON, P. and TURNBULL P. (1992) Reassessing human resource management.
London: Sage.

BOSELIE, P., DIETZ, G. and BOON, C. (2005) Commonalities and contradictions in
research on human resource management and performance. Human Resource
Management Journal. Vol 15, No 3. pp67-94.

BRAVERMAN, H. (1974) Labor and monopoly capital: the degradation of work in the
twentieth century. New York: Monthly Review Press.

CALLAGHAN, G. and THOMPSON, P. (2001) Edwards revisited: technical control and
call centres. Economic and Industrial Democracy. Vol 22, No 1. pp13-37.



The Organisation of Work

CAVES, RE. (1982) Multinational enterprise and economic analysis. Cambridge:
Cambridge University Press.

CONNER, K. and PRAHALAD, CK. (1996) A resource-based theory of the firm:
knowledge versus opportunism. Organization Science. Vol 7, No 5. pp477-501.

COUPLAND, N., GILES, H. and WIENMANN, J. (1991) Miscommunication and
problematic talk. Newbury Park, CA: Sage.

DOELLGAST, V. (2010) Collective voice under decentralized bargaining: a comparative
study of work reorganization in US and German call centres. British Journal of Industrial
Relations. Vol 48, No 2. pp375-99.

DOZ, Y., SANTOS, J. and WILLIAMSON, P. (2001) From global to metanational: how
companies win in the knowledge economy. Cambridge, MA: Harvard Business School.

DUTTON, J., DUKERICH, J. and HARQUAIL, C. (1994) Organizational images and
membership commitment. Administrative Science Quarterly. Vol 39, No 2. pp239-263.

EMERY, F. and THORSRUD, E. (1969) Form and content in industrial democracy.
London: Tavistock.

ESSER, I. and OLSEN, K.M. (2012) Perceived job quality: autonomy and job security
within a multi-level framework. European Sociological Review. Vol 28, No 4. pp443-454.

EUROPEAN FOUNDATION FOR THE IMPROVEMENT OF LIVING AND
WORKING CONDITIONS (EFILWC) (2009) Working conditions in the European Union:
work organisation. Dublin: EFILWC.

FILIPCZAK, B. (1995) Obfuscation resounding: corporate communication in America.
Training. Vol 32, No 7. pp29-37.

FIOL, C. (1995) Corporate communications: comparing executives’ private and public
statements. Academy of Management Journal. Vol 38, No 2. pp522-537.

FOLGER, J. and POOLE, M. (1984) Working through conflict: a communication
perspective. Glenview, IL: Scott, Foresman.

FOSS, N.J. and PEDERSEN, T. (2002) Transferring knowledge in MNCs: the role of
sources of subsidiary knowledge and organizational context. Journal of International
Management. Vol 8. ppl-19.

GAMBLE, J., MORRIS, J. and WILKINSON, B. (2004) Mass production is alive and well:
the future of work and organization in East Asia. International Journal of Human
Resource Management. Vol 15, No 2. pp397-409.

GOLD, M. and HALL, M. (1990) Legal regulation and the practice of employee
participation in the European Community, European Foundation for the Improvement of
Living and Working Conditions paper EF/WP/90/40/EN, Dublin.

GORDON, D. (1996) Fat and Mean. New York: Free Press.

GRANT, RM. (1996) Prospering in dynamically-competitive environments:
organizational capability as knowledge integration. Organization Science. Vol 7, No 4.
pp375-387.



International Human Resource Management

HACKMAN, J.R., OLDHAM, G., JANSON, R. and PURDY, K. (1982) A new strategy for
job enrichment. In: TOSI, H.L. and HAMNER, W.C. (eds). Organizational behaviour and
management: a contingency approach. New York: John Wiley and Sons, pp423-441.

HEFFERNAN, M., FLOOD, P.C. and LIU, W. (2011) High performance work systems
international evidence of the impact on firms and employees. In: HARZING, A-W. and
PINNINGTON, A. (eds). International human resource management. London: Sage.

JANIS, 1. (1982) Groupthink: psychological studies in policy decisions and fiascos. Boston,
MA: Houghton Mifflin.

KANE, P. (1996) Two-way communication fosters greater commitment. HR Magazine.
Vol 41, No 10. pp50-54.

KARASEK, R. and THEORELL, T. (1990) Healthy work. Stress, productivity and the
reconstruction of working life. New York: Basic Books.

KNUDSEN, H. (1995) Employee participation in Europe. London: Sage.

KOSTOVA, T. and ROTH, K. (2002) Adoption of an organizational practice by
subsidiaries of multinational corporations: institutional and relational effects. Academy of
Management Journal. Vol 45, No 1. pp215-233.

LARSON, E. and KING, J. (1996) The systematic distortion of information: an ongoing
challenge to management. Organizational Dynamics. Vol 24, No 3. pp49-63.

LIPPIT, M. (1997) Say what you mean, mean what you say. Journal of Business Strategy.
Vol 18, No 4. ppl17-21.

LOPES, H., LAGOA, S. and CALAPEZ, T. (2014) Declining autonomy at work in the EU
and its effect on civic behaviour. Economic and Industrial Democracy. Vol 35, No 2.
pp341-366.

MAURICE, M., SELLIER, F and SILVESTRE, JJ. (1986) The social foundations of
industrial power. Cambridge, MA: Cambridge University Press.

MAYHEW, C. and QUINLAN, M. (2002) Fordism in the fast food industry. Sociology of
Health and Illness. Vol 24, No 3. pp261-284.

MAYRHOFER, W., BREWSTER, C.J., MORLEY, M. and LEDOLTER, J. (2011) Hearing a
different drummer? Evidence of convergence in European HRM. Human Resource
Management Review. Vol 21, No 1. pp50-67.

MILES, E., PATRICK, S. and KING, W. (1996) Job level as a systematic variable in
predicting the relationship between supervisory communication and job satisfaction.
Journal of Occupational and Organizational Psychology. Vol 69, No 3. pp277-293.

MINTZBERG, H., JORGENSEN, J., DOUGHERTY, D. and WESTLEY, F. (1996) Some
surprising things about collaboration: knowing how people connect makes it work better.
Organizational Dynamics. Vol 25, No 1. pp60-72.

MONGE, P. and EISENBERG, E. (1987) Emergent communication networks. In: JABLIN,
F., PUTNAM, L., ROBERTS, K. and PORTER, L. (eds). Handbook of organizational
communication: an interdisciplinary perspective. Newbury Park, CA: Sage.

MORLEY, M., BREWSTER, C.J., GUNNIGLE, P. and MAYRHOFER, W. (2000)
Evaluating change in European industrial relations: research evidence on trends at



The Organisation of Work

organisational level. In: BREWSTER, C. J., MAYRHOFER, W. and MORLEY, M. (eds).
New challenges for European human resource management. Basingstoke: Macmillan.

MORLEY, M., MAYRHOFER, W. and BREWSTER, C.J. (2000) Communications in
Northern Europe. In: BREWSTER, CJ. and LARSEN, H.H. (eds). Human resource
management in northern Europe. Oxford: Blackwell.

MULDER, M. (1960) Communication structure, decision structure and group
performance. Sociometry. Vol 23, No 1. ppl-14.

OLLO-LOPEZ, A, BAYO-MORIONES, A. and LARRAZA-KINTANA, M. (2011) The
impact of country level factors on the use of new work practices. Journal of World
Business. Vol 46. pp394-403.

PAAUWE, J. (2004) HRM and performance: achieving long-term viability. Oxford: Oxford
University Press.

PAPALEXANDRIS, N. and PANAYOTOPOULOU, L. (2004) Exploring the mutual
interaction of societal culture and HRM practices. Employee Relations. Vol 26, No 5.
pp495-509.

PENROSE, E.T. (1959) The theory of growth of the firm. London: Basil Blackwell.

PETTIT, J. (1997) Team communication: it’s in the cards. Training and Development. Vol
51, No 1. pp12-16.

REHDER, R.R. (1994) Saturn, Uddevalla and the Japanese lean systems: paradoxical
prototypes for the twenty-first century. International Journal of Human Resource
Management. Vol 5, No 1. pp1-31.

RIUSALA, K. and SMALE. A. (2007) Predicting stickiness factors in the international
transfer of knowledge through expatriates. International Studies in Management and
Organization. Vol 37, No 3. pp16-43

SISSON, K. (1997) New forms of work organisation: can Europe realise its potential?
Results of a survey of direct employee participation in Europe. Dublin: European
Foundation for the Improvement of Living and Working Conditions.

SMYTH, J. (1995) Harvesting the office grapevine: internal communication. People
Management. Vol 1, No 18. pp24-28.

STEINBERG, R. (1998) No, it couldn’t happen here. Management Review. Vol 87, No 8.
pp68-73.

SZULANSKI, G. (1996) Exploring internal stickiness: impediments to the transfer of best
practice within the firm. Strategic Management Journal. Vol 17. pp27-43.

TAYLOR, P. MULVEY, G. and HYMAN, J. (2002) Work organization, control and the
experience of work in call centres. Work, Employment and Society. Vol 16, No 1. pp133-
150.

TSAIL W. and GHOSHAL, S. (1998) Social capital and value creation: the role of intrafirm
networks. Academy of Management Journal. Vol 41. pp464-476.

VAIMAN, V. and BREWSTER, C (2015) How far do cultural differences explain the
differences between nations? Implications for HRM. International Journal of Human
Resource Management. Vol 26, No 2. pp151-164.



International Human Resource Management

VERNON, G. (2003) Comparative occupational classifications, managerial hierarchies and
work organization. Employee Relations. Vol 25, No 4. pp389-404.

VERNON, G. (2006) The potential of management dominated work organisation: the
critical case of Japan. Economic and Industrial Democracy. Vol 27, No 3. pp399-424.

VISSER, J. (2014) ICTWSS: Database on Institutional Characteristics of Trade Unions,
Wage Setting, State Intervention and Social Pacts in 34 countries between 1960 and 2012.
Amsterdam Institute for Advanced Labour Studies. Available at: http://www.uva-aias.net/
208

WALL, D. and WOOD, S. (2003) The romance of HRM and business performance, and
the case for big science. Mimeo, Institute of Work Psychology, University of Sheffield.

ZANDER, U. and KOGUT, B (1995) Knowledge and the speed of the transfer and
imitation of organisational capabilities: an empirical test. Organizational Science. Vol 6,
No 1. pp76-92.

ZANKO, M. (ed.) (2002) The handbook of HRM policies and practices in Asia-Pacific
economies. Cheltenham: Edward Elgar.



CHAPTER 7/

Flexibility and Work-life Balance

LEARNING OUTCOMES

When you have read this chapter, you will:

@ be familiar with the concepts of flexibility and work-life balance, and the relationship between
them

® be aware of international developments in contractual and working-time flexibility and work-life
balance

@ be able to identify similarities and differences at country level in terms of such forms of flexibility
and work-life balance

o understand the principal factors underlying cross-national comparative differences in practice in
these arenas

@ be able to draw conclusions about managing flexibility and work-life balance across country
borders.

7.1 INTRODUCTION

The terms ‘labour flexibility’ and flexibility’ can have very different meanings in
discussions of HRM. At their broadest, they can concern employers’ overall approaches to
the employment relationship, encompassing the use of contracting, matters of the
organisation of work, elements of training and development, pay structures and systems.
Thus for example the distinction sometimes made between numerical, or external,
flexibility and functional, or internal, flexibility is between an organisational emphasis on
using contracting to allow shifts in the extent and skill composition of the workforce and
an organisational emphasis on developing and eliciting the capabilities of a stable
workforce. Some of the matters involved in this distinction very clearly concern training
and development and the organisation of work, which are dealt with in separate chapters
of this book. The notion of flexibility in the current chapter is more specific, concerning
contractual forms and working time arrangements.

The best established, and perhaps still predominant, discussion of flexibility in this
sense begins with the employer’s notion of what is required for effective operations, to
meet fluctuations in throughput or demand, and sometimes to take advantage of the
structure of taxation on employment and employers’ social insurance contributions.
Contractual and working time flexibility in this sense relates to what commentators
sometimes refer to as ‘atypical’ working or employment. A broad definition of ‘atypical’
employment is that adopted by Delsen (1991, p123), who describes it as deviating ‘from
full-time open-ended work employment: part-time work... seasonal work...”. It also relates
to ‘contingent employment’, ‘any arrangement that differs from full-time, permanent,
wage and salary employment’ (Polivka and Nardone 1989, p10). Morishima and Feuille
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(2000) note that contingent employment can include a wide variety of employees. They
conclude that:

The common themes that unite the individuals in these diverse categories are that
they receive few or no fringe benefits, they have little or no expectation of long-term
employment with the firm on whose premises they work at any given time, and
they occupy a secondary position to the regular, full-time (or core) employees in the
firm’s status hierarchy.

To some extent this now traditional flexibility agenda relates to the employment of a more
‘peripheral’ (vs ‘core’), or indeed - in terms of their status in employment — a more
‘vulnerable’, workforce. It should be noted that such distinctions very much express the
evolution of employment practice in the OECD, and the established old industrialised
world in particular; such distinctions between ‘standard’ and ‘non-standard’, ‘typical’ and
‘atypical’ or ‘core’ and ‘periphery’ are only relevant given a degree of formalisation of
employment relationships.

What associations and connotations might these differing concepts have?

The concept that some kinds of work are ‘peripheral’ or ‘atypical’ carries with it the idea
that they are in some way less significant or worthy than other, more standard, kinds of
work. Terming this kind of work as ‘contingent’ or even perhaps ‘disposable’ is clearly
looking at such work from an employer’s perspective, and focusing on the positive side
from that position. By contrast, reference to ‘vulnerable’ employees implies thinking from
the employees’ point of view, and, moreover, is focused on the downside. It should be
acknowledged that there will be a minority of highly successful people on contingent or
flexible work contracts whose situation is quite distinct.

The push for flexibility at the end of the last century and the beginning of this one has
been driven largely by employers’ desires. Necessarily, though, managers must take account
of the possibilities of pursuing a certain policy focused upon effective resource planning to
meet operational need that the labour market presents. There are those who see the
development of the flexible workforce as a long-overdue move away from rigid forms of
employment towards forms that can be more responsive to the needs of employees, or can
be ‘family-friendly’. There are many who would argue that part-time, shift-working or
homeworking allows them to spend more time with their children or elderly or disabled
family members (Bevan 1996). Moreover, in many EU countries local employment
protection helps guard against discrimination, whilst the EU has passed legislation
guaranteeing the rights of part-time and temporary workers. Of course, these aims might
also be deliberately achieved by organisational strategies to be more family-friendly or, more
generally, employee-friendly; this latter constitutes the newer flexibility agenda around
work-life balance.

In a general sense, traditional employer-driven flexibility and employee-friendly work-
life balance have related antecedents. The traditional flexibility agenda begins with
employers’ needs but has implications for, and so to some extent must take account of,
employees’ lives and expectations. In contrast, discussions of work-life balance begin with
the employee, as employers and managers seek to interpret and accommodate employees’
needs and situations. Of course, here too there must ultimately be reference to
organisational objectives. Yet a focus on the newer agenda of work-life balance implies a
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rather softer approach to HRM than does a focus on the more traditional flexibility
agenda, as we shall see later in the chapter.

7.2 THE IMPLICATIONS OF TRADITIONAL FLEXIBILITY

What might be some of the implications of the development of flexible working patterns for
employers, individuals, and the state?

For employers, traditional, employer-driven, flexibility offers significant advantages.
Contractual and working time flexibility allow them to employ people in a manner that
matches better the work they pay for and the work they require. But increased flexibility is
not without its problems for organisations. The emphasis on matching workers to work
may mean that organisations may well end up with stunted capabilities; certainly non-
standard employees are typically offered fewer training opportunities (Brewster et al
1996). Other specific problems centre on the difficulty of establishing policies,
administering the system, communication and commitment.

For individuals, flexible working patterns can provide additional opportunities to work,
can enable family incomes to be supplemented, and can allow work to be fitted in with
family responsibilities. However, flexible work is often low-paid. It is the individual and
the family who bear the cost of not working standard hours and contractual arrangements.
In addition, workers may well be expected to arrange for and to pay for their own training
and skill updating. The transfer of risks implied often means that many individuals and
the families that they support cannot be sure of employment much beyond the immediate
future. This becomes more than just an immediate financial problem for the families
involved; it has a major effect on the rest of their lives, because so much of our society is
built on the assumption that most people have standard employment. Thus the ability to
purchase goods on credit, to have bank loans, to arrange housing and to provide pension
arrangements are still sensitive to individuals’ having a full-time, long-term job.

FLEXIBLE WORK: IMPLICATIONS OF ON DEMAND BUSINESS SYSTEMS

THE FUTURE OF WORK: IS THERE AN APP FOR THAT?

A recent phenomenon has been the spread of on-demand business models that bring together
computing power to connect people with freelance workers to solve problems. The models offer
freelancers from low to high skills, and from low to high entrepreneurialism and creativity, and
the services offered may be personal or corporate. In 2009 there were 17 such companies, by
2013 venture capitalists had invested $1.6 billion in 117 companies, 80% in the USA, and most in
global cities. Examples include Uber supplying chauffeurs and ride-sharing, Handy supplying
cleaners, SpoonRocket restaurant meals, Medicast doctors, and Axiom supplying lawyers.
Brokers such as Freelancer.com and Elance-oDesk link 9.3 million workers to 3.7 million
companies. Cheap computing power and advanced applications have enabled complex tasks to
be broken down into their components and subcontracted to specialists around the world.

Delivered by the web, both services and freelancers can more easily operate internationally.
Uber, launched in San Francisco in 2009 (there are 53 million freelance workers in the USA),
operated in 53 countries by 2014 reaching $1 billion in revenues. The response to this type of
business model has been seen on a global scale. Cities, states and countries around the world
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have taken different stances on banning and regulating the ride-sharing company, and
freelancers went on strike over pay and benefits. Uber has been banned in the Netherlands, is
treated as illegal in South Korea, and in Germany forms a target of the Platform-Kapitalismus
movement. The social consequences of such models are immense. In effect they allow two types
of people to trade (those who have money but no time, trading with those who have time but no
money). They will be interpreted in different ways across countries.

Techno-optimists and entrepreneurs eulogise the models, whilst those providing the services or
whose own employment is impacted by them, observe more profound implications. On-demand
business owners survive by their ability to arrange connections and oversee the quality of work,
but do not need to employ people full-time nor guarantee pay and benefits, and regulatory
concerns such as health and safety become a matter for debate.

Significant transfers of risk are involved. Financing of social benefits such as pensions and
healthcare is pushed back from employers to the individual. Potential beneficiaries beyond the
techno-entrepreneurs are consumers, taxpayers to the extent that the efficiency of public
resources used can be improved, and those employee segments who value flexibility over
security. Potential losers are those employee segments that value security over flexibility, and
taxpayers who might have to support contract workers who do not or cannot source their own
pensions. The transfer of risks is almost totally from organisation (broker) to the individual, and
also from organisation to the state. Individuals, in addition to assuming all welfare
responsibilities, become responsible for becoming multi-skilled technically, keeping such skills up-
to-date, and developing selling, networking, social media and personal branding skills. On-
demand business services also imply the need to shift a range of government measurement
systems for employment and wages. Most welfare systems are delivered through employers but
would need to be tied to the individual instead and made more portable. Skill development
systems also shift from employers to individuals (or to states wishing to enable individuals).
Taxation models to recoup the costs for this re-distribution presumably would also need to
change.

On-demand business models are another example of innovations that de-stabilise the twentieth
century model of capitalism and re-draw the balance of the risks, accountability and cost borne
by nations, organisations, institutions and individuals. Ultimately, the implications for flexibility,
regulation and protection will depend on the level of wealth that is subsequently distributed,
and the power and willingness of each stakeholder going into the arrangement.

See: The Economist (2015)

Governments also confront these changes in labour markets. Less training of contingent or
flexible workers means lower skill levels in a society. Another important implication concerns
the effect on government finances. Even if it reduces unemployment, flexible working tends
to increase the number of those in employment who, because they do not work enough hours
a week, or enough weeks in the year, end up paying no taxes. Even if part-time working
means that two people are getting work rather than one, the overall benefit might be
extremely limited if one or both remain on income support, do not pay tax (or even in many
cases National Insurance) and have little extra money to spend in the economy.

Arguably, the major benefit of the use of flexibility for employers lies in the transfer of
cost and risk from the organisation to individuals and to the state, or to society as a whole
(Brewster 1998; Sparrow and Cooper 2003). This may make the employing organisations
more efficient, or at least lower cost, but does not necessarily promote employee welfare
nor make the country more competitive. For society in general the costs of flexibility can
be transferred directly, because the state supplements low earnings and provides support
for the unemployed. The transfer of risk means that during periods of unemployment
between short-term contracts, for example, the state is again expected to provide support.
Costs can also be transferred indirectly in that the requirements for training, for health
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and safety and for the provision of other relevant benefits have to be borne by the state.
And there are arguably many indirect aspects of this transfer in terms of the effects of
insecurity and stress on health levels, in terms of pension arrangements and in terms of
housing support. Standing (2014) highlights the significance for individuals and society
of the emergence of what he terms ‘the precariat’, suggesting that it threatens the stability
of national societies and thus the functioning of economies.

7.3 CONTRACTUAL FLEXIBILITY: NON-PERMANENT EMPLOYMENT

Many of the developments in flexibility relate to contractual flexibility. We discuss two
here: short-term employment and sub-contracting.

7.3.1 SHORT-TERM EMPLOYMENT

This is a phrase used to cover any form of employment other than permanent open-ended
contracts. To some extent ‘temporary’, ‘fixed-term’ and ‘casual’ contracts are substitutes,
and which is used most heavily in a country depends largely on legal and quasi-legal
regulations and national expectations. Temporary contracts are those that can be
terminated with just the appropriate notice and are recognised by both parties as not
intending to lead to permanent employment commitments. They can range from a few
weeks’ work (for example, on building sites) to as many as three years’, although typically
they are at the lower end of such a distribution. Fixed-term contracts, in contrast, are
those which the parties agree will end on a certain date, often after 12 or 24 months. By
law, the terminations of these contracts are not treated as terminations of employment per
se since the contracts have simply been completed, not broken.

Temporary contracts tend to be set with lower-skilled workers, whereas fixed-term
contracts tend to be set with higher-skilled employees. Employers avoid expectations that
either type of contract will lead to permanent employment and, consequently, avoid some
of the legal obligations, as well as trade union reactions, that the termination of
employment might otherwise prompt. Casual contracts occur when both employer and
employee accept that the employment will be on an ‘as necessary’ basis. Thus students
working in certain occupations over the Christmas and New Year sales period, or catering
staff called in to a restaurant just to cover children’s parties, would be examples of casual
work. In the UK for example, a rather different form of temporary work arrangement has
arisen in the form of zero-hours contracts, under which employers may draw on individual
employees’ to the extent that suits them, often at extremely short notice, and paying them
only for the hours that they are asked to work (see for example Standing 2014).

When and why might an employer prefer to offer a short-term contract rather than a permanent one?

In general, it seems that employers are likely to offer short-term contracts in three broad
sets of circumstances: when, for one reason or another they are not sure whether or how
long a job will last (for example, in the construction industry or when government
funding for a charity project might be of limited duration); when they seek to avoid the
commitments to employees that come with permanent work (employment rights,
pensions, etc); and when they are uncertain that they have chosen the right person.

Cranet (2004) data showed that the use of fixed-term contracts remained generally
limited, but there was considerable variability across countries. Despite their reputations
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as nations displaying great flexibility in the character of their employment relationships,
the Anglo-Saxon nations clustered towards the bottom end in terms of organisational use
of these sorts of contracts. The Netherlands has since the efforts to tackle unemployment
in the 1990s been a striking exception to this general tendency of limited use of fixed-term
contracts. Figure 7.1 shows the Cranet data for 2010 in six countries. It is Swedish,
German and French organisations that are more likely to use fixed-term contracts (also
Japan), with only 26% of British organisations and 11% of US organisations using them
for more than 5% of employees.

Figure 7.1 Organisations with more than 5% of employees on fixed-term contracts
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Source: Cranet (2010)

Generally, the extent of organisations’ use of temporary and casual employees also
remains limited, but as with their use of fixed-term contracts, there are some marked
variations across countries. Cranet 2004 data showed that Anglo-Saxon countries were
heavy users. Figure 7.2 shows the situation for six nations using 2010 Cranet data.
Sweden, France and the UK have between 25% and 45% of organisations that use these
contracts for more than 5% of their employees. German organisations are less inclined to
use them, and in the USA and Japan they are now relatively infrequent. The shift in use in
the USA is a rather unexpected finding, but appears indicative of a general collapse of
external recruitment after the financial crisis of 2007/08.

Figure 7.2 Organisations in which more than 5% of employees are temporary or casual
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Source: Cranet (2010)
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7.3.2 SUBCONTRACTING

Subcontracting is ‘the displacement of an employment contract by a commercial one
as a means of getting a job done’ (Atkinson and Meager 1986). For some employees
this will make little difference in terms of flexibility: they might well be permanent
full-time employees in a fairly large contractor firm. In many other cases, however,
this system — which has always been common in industries like construction, and in
countries in Asia and Africa - means the displacement of more traditional contracts of
employment with individuals by contracts for services with other organisations. The
employment relationship will have been superseded by a contracting relationship with
a provider who is at least formally self-employed. This is a system beginning to spread
in some countries of the established OECD, with the explosion of self-employment in
the UK since the financial crisis of 2007/08, from levels already high, particularly
notable.

7.1 INTR@DUCTI®ON

7.4.1 PART-TIME WORK

What advantages might accrue to employers and to employees from employing people on a
part-time basis?

Part-time work helps managers to match the labour available to peaks and troughs in
demand during the working day and week. Recruiting a few part-time workers to
cover particularly busy periods, for example, may mean that other employees can work
more standardised hours and the total full-time equivalent headcount can be kept
down. It is also argued that judicious use of part-time employment allows employers
to pay only for the most productive hours of an employee’s time (the longer one
works the less productive per hour one becomes). On the other hand, such
arrangements can be beneficial for those with, for example, family care responsibilities
who find that longer working hours exclude them from participating in the labour
market. Approximately 85% of part-time workers in Europe, it might be noted, are
female.

Part-time work is an example of flexible working which provides something for the
employee, involving lower pay for fewer hours, but allowing the employee time outside
work for caring for children, relatives and friends, charitable work or self-actualising or
emancipatory activities of their choosing. Most employees with part-time contracts
express satisfaction with working less than full-time, given their other commitments,
responsibilities and interests.

Since a substantial majority of part-time workers are female, it is no surprise to find
that there is also a correlation with female participation in the labour force (Rubery and
Fagan 1993; Rubery et al 1996) and, indeed, with childcare arrangements (Rees and
Brewster 1995). It is much used in northern Europe (long constituting over one-third of
the workforce in the Netherlands, a quarter of all employment in the UK and Sweden) but
generally less common elsewhere.

Definitions across national boundaries can be complex. Part-time work, for example,
will apply to any work hours short of the normal working week for each country, which
vary across the globe. Thus, in France and Belgium, part-time work is defined as
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four-fifths or less of the collectively agreed working time; in the Netherlands and the
USA as less than 35 hours per week; in the UK as less than 30 hours, with lower
thresholds in relation to social security contributions. Elsewhere, the norm is
concentrated around 25-30 hours per week (see Bolle 1997, or Brewster et al 1996, for
more complete listings).

Figure 7.3 Organisations in which more than 10% of employees work part-time
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Cranet 2004 data showed marked comparative variation in the use of what employers
themselves regard as part-time employees. Figure 7.3 shows the proportion of employers
having more than 10% of employees working part-time based on the Cranet 2010 data.
The UK remains a high user of part-time contracts, although this form of working is still
more prevalent in northern continental Europe.

In some respects, job-sharing represents a development of the established idea of part-
time work. Generally, it remains rather uncommon. The Cranet 2004 data showed only
5-10% of organisations in the vast bulk of nations reporting that more than 5% of their
employees job-share. However, as usual there were some exceptions to the general
tendency. More than two-fifths of Slovakian organisations reported that over 5% of their
employees job-share. In Turkey, the proportion was just over a quarter. These
comparatively very high incidences are perhaps the flipside of the very limited use of part-
time employment in these two countries.

7.4.2 OTHER FORMS OF WORKING TIME FLEXIBILITY

Annual hours contracts typically offer full-time employment without necessarily offering
consistency in hours week-to-week. From the employer’s point of view, they offer a means
of adapting to variations in the amount of work to be done. From the employees’ point of
view, though, although they might in some instances afford extended, pre-planned family
holidays, they can be very disruptive. Although annualised hours contracts have been
becoming increasingly common, their incidence across nations varies markedly. It is in
France that they figure most prominently - both in 2004 and again in 2010 (see Figure
7.4) - with some 30% of organisations reporting that more than half of their employees
are on annual hours contracts.
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Figure 7.4 Organisations with more than half of their employees on annual hours contracts
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There is a wide variety of other flexible working time patterns available - some of them
very new and growing — but in general they are less widespread. They include such
approaches as shift-working, weekend working and term-time working, networking,
working as consultants or government-sponsored trainees, and teleworking.

7.1 INTROBDUCTIAN

Debate around work-life balance occurs in the context of the changing future of work, flexible
working patterns, a feminisation of the labour force in many countries, and, increasingly and
perhaps relatedly, a reassessment by many employees of the priorities in their lives.
Organisational initiatives may range from symbolic devices to counteract poor publicity,
through efforts to deal with an immediate problem of recruitment or retention, to efforts to
foster a new atmosphere and perhaps greater personal integrity and a more sincere workplace.
Currently, rhetoric about a new balancing often exceeds the reality in many workplaces.

To some extent the language of ‘work-life balance’, like the language of flexibility, is
problematic. In practice, life and work overlap and interact, with work giving substantial
meaning to peoples’ lives (Taylor 2002):

In the experience of most people no clear-cut distinction can be established between
the world of work and the world of family, friends and social networks and
community. In practice, over the length of our lives it is impossible to establish
neatly-constructed demarcation lines. Moreover, the word - balance - implies the
existence of a settled equilibrium that can be achievable between paid employment
and a life outside the job. This is highly questionable.

In this context, terms such as ‘reconciliation’ or ‘synergy’ may be more appropriate to the
discussion, crystallising better the issues at stake (Taylor 2002). The terms ‘work-family
conflict’ and ‘family-work conflict’ capture the agenda in a more striking way. Whatever the
terminology, the work-life balance agenda implies a questioning of the effectiveness of the
rigidity of many of the established dimensions of paid work, around the regularity of hours,
work location, and indeed the effectiveness of long hours where employees feel torn, feel
resentful, or experience self-loathing as a result of their time commitment to work. Initiatives
in work-life balance offer the employee more autonomy in seeking to reconcile his or her
differing roles, allowing him or her to reorder the boundaries between work and non-work.
Very often, discussion of work-life balance revolves around a need for ‘family-friendly’
policies, in recognition of the very severe difficulties which work can pose for family roles,
and of the significance of those roles to so many employees, most obviously in terms of
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parenting but also in terms of caring for older relatives or friends. Of course, the work-life
balance agenda can also encompass consideration of the implications of employees’
commitments to voluntary work, or any activity that in some respects competes for
attention with paid work roles.

What advantages might accrue to an organisation from the introduction of family- friendly
policies?

Employers rarely introduce policies that make for a better work/non-work balance
because they feel altruistic. Those in the private sector need to make money and those in
the public sector need to provide cost-effective services. But there are arguments that
employers can gain considerable benefits from such policies: more motivated and
committed staff, less absenteeism, less turnover, etc.

@&

In practice, professional and managerial
employees are left to cope with work-life
conflict (WLC) as best they can as
individuals. Despite the apparent
implications of law, involuntary overtime,
often at short notice, and the absence of
rest days are common in practice; law
enforcement is uneven at best. Working
weeks of 60 hours are common for
managerial and professional employees
in the private service sector.

Managers are unsympathetic towards,
and unresponsive to, the pressures
brought on employees by family
commitments including childcare. Work-
life balance efforts consist largely of
encouraging family members to

participate in company sponsored events,
constituting corporate bonding or work—
life integration initiatives. Chinese
employees appear to value such efforts
at least in an immediate sense. The
diligence and self-sacrifice expected and
glorified in socialist ideology are now
exploited for private as well as public
profit.

Thus, professionals and managers
themselves are in general no better
placed than are the much larger group of
hourly paid employees, for example in
manufacturing, who seek to increase
their modest incomes by working longer
hours.

See: Xiao and Cooke 2012

7.5.1 FLEXITIME

In some respects flexi-time offers something similar to annual hours contracts, although it
is rather more employee-friendly in general. Flexitime is now quite common in many
countries but the comparative variation in incidence is still enormous. Flexitime is very
common in the Nordic nations, with approximately 35% of all organisations in 2004
reporting its use for more than half of their employees (Brewster et al 2007). High
incidence was also apparent in other continental northern European countries: Austria,
Switzerland and Belgium. There was comparatively little flexitime in the Anglo-Saxon
world. Figure 7.5 shows the situation by 2010. There is massive use of flexitime in
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Germany, compared to very little use in France. In the UK, the USA and Japan around
15% of organisations have gone down this route.

Figure 7.5 Organisations with more than half of their employees on flexitime
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7.5.2 COMPRESSED WORKING WEEKS

Compressed working weeks offer an alternative means of balancing commitments to and
outside work, and are often used by parents of pre-school children. The very limited use
of compressed working weeks in any country deserves stressing. However, cross-national
comparative variation in organisational use was already quite marked by 2004. North
America and the UK featured comparatively extensive use of this relatively new practice,
with around 10-20% of organisations having 5% or more employees on compressed
working weeks. The extent of use in the UK and the USA has remained fairly stable, but
once more there has been a widespread adoption of the practice in Germany, with Sweden
also going down this route.

7.5.3 TOTAL WORKING HOURS

Much of the debate around work-life balance centres on the manner in which working
time is structured, in particular with regard to the rigidity of the commitment which
employees must make. Yet total working time is of obvious relevance to work-life balance.
The comparative differences are immense. Within the EU, the number of public holidays
per year ranges from eight to 14, with the UK at the bottom and Portugal at the top. This is
just the beginning of differences even in holidays, however. The average number of vacation
days (including public holidays) taken by employees around the world varies enormously,
from 13 days in the USA, to 28 days in the UK and 42 days in Italy (ONS 1999).

Weekly working hours in the UK are famously long compared to other European
countries, such that the EU’s Employment in Europe survey reported that almost half of
the seven million male workers working over 48 hours a week in the EU were employed
in Britain. Unsurprisingly in this context, ‘working sick’ is a common experience for
British employees, and appears shared with employees in the USA and Japan. Indeed,
increasingly in the UK, as in Japan, an apparently growing minority of employees seem
expected to take days off as part of their holiday entitlement rather than to take them as
‘off sick’ not only when their children are sick but when they themselves are so sick that
they cannot work. This sort of situation is much rarer in the bulk of the advanced
industrialised world.



International Human Resource Management

Differences in vacation time, in the normal working week, in overtime, and in sickness
absence, but also in study leave, result in striking differences in average annual hours
actually worked across countries. Vernon (2000, Table 20) provides comparative data for
the mid-1990s centring on the manufacturing sector, in which full-time work
predominates. What is striking is that other more partial evidence suggests that, aside
from some lengthening of typical German working hours, there has been limited change
in the positions of countries regarding annual working time since this time. The very long
hours worked in the UK are exceeded by those in the USA and Canada, and, despite the
falling hours consequent on slump, also in Japan. Hours in emerging and developing
nations are, as far as we can tell, generally much longer than the longest reported here for
the established advanced industrialised world (see Table 7.1.)

Tahla 71 Avorace annual workine time (haonrs) in manufactirineg mid_1000c

Country Annual hours
USA 1,980
Japan 1,978
Canada 1,902
UK 1,839
Italy 1,741
Austria 1,668
Norway 1,659
Sweden 1,646
Finland 1,633
France 1,610
Germany 1,521

Source: Vernon (2000)

It is clear that there are associations between total working hours and health. Sparks et al
(1997) established correlations between work hours and poorer physiological health,
gauged by indicators including headaches, work accidents, coronary heart disease and
general health symptoms. Long hours also showed a stronger correlation with
psychological health, gauged by for example irritability/tension, problems with
relationships, lack of concentration, tiredness, role strain, anxiety, frustration, insomnia,
depression, and general mental stress.

In considering work-life balance:

Might it be that an employee’s total annual working time is of more significance than specific
initiatives like flexitime and compressed working weeks which re-order a given amount of
working time?

If so, why is there so little discussion of total hours worked in many countries?
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7.6 FACTORS UNDERLYING COMPARATIVE VARIATION IN FLEXIBILITY AND
WORK-LIFE BALANCE

Generally, there is little evidence that national culture - conceived in the manner of
Hofstede, for example - influences patterns of flexibility and work-life balance. However,
Brewster and Tregaskis’s (2002) analysis confirmed that the country of operation has a
large effect on organisations’ use of flexibility in their terms, accounting for 25% of the
variance across organisations. Here, as elsewhere, institutional explanations of cross-
national comparative difference have more promise (Vaiman and Brewster 2015).

Tregaskis and Brewster’s (2006) study of five European countries shows the importance
to the extent of fixed-term work of the advantages offered to employers by fixed-term
contracts over permanent or open-ended contracts. Where employment law, or
employment protection legislation, places relatively more restrictions on dismissal or
redundancy for employees on permanent contracts, fixed-term use tends to be higher.
Thus in the Netherlands, employment protection legislation places exacting requirements
on employers wanting to terminate the contract of a permanent employee, whereas there
is little restriction on the use of fixed-term contracts, encouraging fixed-term contracting.
In contrast, in the UK the balance of employment law is such that the employment of
permanent employees imposes relatively little restriction on employers beyond that
involved in the use of fixed-term contracts. Use is thus much lower in the UK (Tregaskis
and Brewster 2006). Similarly, the ‘fire at will’ reality of even permanent employment
relationships in the USA means that fixed-term contracts are little used there. Strikingly,
the exceptionally low use of fixed-term contracts in Denmark within the Nordic group
underscores the power of this explanation, because employment protection legislation for
permanent employees is much more limited in Denmark than in the other Nordic
countries (see Andersen and Mailand 2005).

As Tregaskis and Brewster (2006) note, there is also some suggestion that patterns of
skill formation interplay with labour law in shaping the use of fixed-term contracts, such
contracting being rarer where there is more emphasis on the firm-specific, rather than
transferable (or generic), skills which develop over time through a long employment
relationship.

Brewster and Tregaskis’s (2002) analysis showed that sector of operation accounts for
17% of variance in the levels of uptake of flexibility. MNC status accounts for very little
variance — a mere 1%. At least within the established OECD, the industrial composition of
countries seems of very limited relevance to their organisations’ use of contractual
flexibility, but it seems that in particular countries it is of particular importance. Tregaskis
and Brewster (2006) suggest that the importance of agriculture and tourism in Spain help
to account for the comparatively heavy use of temporary labour there. A similar
argument, perhaps focused in particular on agriculture, might be made for France or even
Australia. Certainly, though, there is more to the use of temporary staff than industrial
structure.

Although to some extent there is a tendency that fixed-term contracts are used for
employees who are more skilled and/or better qualified whereas temporary or casual work
is used for employees who are less skilled and/or less qualified, to some extent, temporary
work and fixed-term work seem to substitute for each other. Organisations in the Anglo-
Saxon nations tend to secure numerical flexibility via the use of temporary and casual
employees, rather than through fixed-term contracts. As we have suggested, fixed-term
contracts often offer little advantage to Anglo-Saxon employers over permanent contracts,
but temporary or casual work, often via agencies, offers much more. It seems that the
willingness of Anglo-Saxon employers to deploy temporary or casual staff is also
expressive of a comparatively weak emphasis on firm-specific skill in people management,
with skills regarded as transferable, or perhaps even relatively unimportant (see Tregaskis
and Brewster 2006). Thus the low value placed on educational qualifications in the UK
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context, in combination with the lower level of vocational training, encourages poaching
and reliance on external labour markets. This places more of a premium on contractual
flexibility.

Fixed-term contracts in occupations that are in high demand and low in supply, such
as software designers, can prove quite advantageous for individuals in terms of reward
packages and opportunities for skill enhancement. Yet generally, the evidence is that most
employees with a temporary or fixed-term contract would prefer a permanent one. Often,
though, part-time employment allows those with other responsibilities (young children,
elderly relatives, etc) to be away from work when they need to be. Across Europe, EU
surveys show that most people on part-time employment tend to prefer those kinds of
contracts. They tend to be less common in the southern European countries where pay
levels are lower (part-time work = part-time pay, and if the pay is low anyway, that may
not be attractive) and where family support for working mothers is higher. The use of
part-time (as well as fixed-term and temporary work) in the Netherlands is particularly
great even for comparatively high-wage northern Europe, reflecting to a great extent the
efforts made by the Dutch government to reduce unemployment in the 1990s (Visser and
Hemerijck 1997).

EMPLOYEE VULNERABILITY, EMPLOYER OPPORTUNISM AND
EMPLOYER-CENTRED EXTERNAL FLEXIBILITY ARRANGEMENTS

Raess and Burgoon (2013) examine the influences on employers’ use of external flexibility
arrangements, using data for almost 10,000 enterprises across 16 European countries. They
focus on employers’ use of fixed-term and temporary agency contracts, and indeed of part-time
contracts not to accommodate employees’ preference but rather for employer convenience. They
find larger organisations much more likely to deploy an employer-centred external flexibility
approach, presumably as both the need for and capability to operationalise such an approach
are found more often in larger organisations. Moreover, an employer-centred flexibility approach
is more likely where a greater proportion of an enterprise’s employees are women, presumably
as women’s tendency to be more embroiled in caring roles leaves them more vulnerable to
employers’ preferences and convenience. However, it is the finding regarding the proportion of
immigrant employees that the authors stress; enterprises with a larger share of their workforce
foreign-born are more likely to feature employer-centred flexibility. The authors interpret this as
indicating that employer-centred external flexibility is promoted by immigration, essentially as
immigrants typically have a less well developed sense of appropriate conditions, are less well-
informed and resourced, and are thus more vulnerable to employer pressure and opportunism.

Clearly, the findings regarding the share of the foreign-born and of women in the workforce are
of similar spirit, but it may be a little simplistic to conclude that the availability of immigrants or
female employees promotes employer-centred external flexibility. To some extent at least, it is
likely that women and immigrants are sorted into the less attractive roles offered by employers
who have a longstanding attachment to employer-centred external flexibility. At minimum
though, it is clear that, given the relative vulnerability of foreign employees in the context of the
limits of the protection afforded them in practice by the social regulation of work in Europe,
immigration facilitates such employer-centred external flexibility. Similarly, at minimum, the
vulnerability of women to employer preferences implied by the expectations of women
characteristic of even modern European societies aids organisations in sustaining employer-
centred external flexibility.

Source: Raess and Burgoon (2013)
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What of other forms of working time flexibility? The exceptional use of annual hours
contracts in France is in large part a response to the French 35-hour week’ legislation of
the 1990s, which actually implied not that employees must work 35 or fewer hours in any
particular week but rather that annual working time should be such that the average
working week is 35 hours. Employers and employees have often come to the view that the
mutually beneficial way of handling this working time reduction was that employees
would work more variable hours across the weeks of the year. Many, although not all, of
the countries where annual hours contracts are more common are countries where unions
are particularly strong and/or labour costs particularly high, suggesting that employers
seek them as a means of maintaining competitiveness, and employees and their
representatives accept them as a means of maintaining comparatively high levels of pay.

There is currently little cross-national comparative research on the drivers of work-life
balance. In the Nordic countries, particularly Sweden, incidence of flexitime is heavy, and
we might reckon its incidence to be expressive of the extent of the feminisation of the
labour force, particularly as this extends to fulltime work, given the high figures for female
participation in the Nordic countries. But flexitime is common in northern continental
Europe more generally, with its strong unions generally rendering collective bargaining
weightier, and social policy often more supportive of employees. In these circumstances it
seems that employees often expect, and employers often grant, the daily personal
flexibility which flexitime gives. As we have seen, there is much less use of compressed
working weeks generally, and to an extent where this is used it seems to be an alternative
to flexitime, perhaps where the social regulation of work is lighter, and total working time
longer.

CONFLICT BETWEEN WORK AND HOME LIFE IN THE OECD AND
BEYOND: CROSS-NATIONAL COMPARATIVE DIFFERENCES

Stier et al’s (2012) research on the conflict between work and home life, which centres most
particularly on the work-family imbalance which is in practice central to this tension, establishes
enormous differences in both men’s and women’s sense of such conflicts across 27 nations
spanned by the International Social Survey Programme (ISSP), covering the bulk of the countries
of the OECD and, in addition, Russia, Cyprus, Latvia and the Phillipines.

Employed people’s sense of work—family imbalance is least marked in the countries of northern
continental Europe, including the Nordic countries but also the Netherlands, Germany and
Switzerland, and Japan. Employees’ sense of imbalance is most acute in some central European
countries, particularly the Slovak Republic and Poland, but still more so in Latin America,
specifically Chile and Mexico. The UK and USA are approximately average.

To some extent the differences across countries are related to their economic development, with
greater GDP tending strongly to reduce the sense of imbalance, presumably as it implies greater
resources with which they may be managed but perhaps also a greater societal sensitivity to
such matters. Moreover, intriguingly and perhaps to some extent relatedly, there is a similarly
strong tendency for greater female workforce participation to be associated with less (sic) of a
sense of imbalance.

However, the findings regarding the effects of social policy, which take account of (that is,
control for) the effects of the characteristics of individuals (for example, age, marital status,
children at home) and their job roles (such as working hours, status at work), are most striking.
Extensive paid maternity leave and, more strongly, a higher proportion of young children in day
care mitigate work—family imbalance.
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Broadly, countries whose workforces exhibit the least work—family imbalance are those where
social policy is most supportive of families (for example the Nordic countries). However, the
limited imbalance expressed by the Japanese workforce in particular is intriguing. To some
extent at least this seems the result of higher GDP and workforce composition effects. However,
the findings suggest that the Japanese are either particularly resilient to work—home tensions or
do not explicitly identify them as such as much as do other peoples. Chandola et al (2004) clarify
the situation, showing that Japanese employees have comparatively poor mental health, and
that this is comparatively particularly strongly linked to family—work conflicts. Rather than being
particularly resilient, the Japanese are merely particularly reticent in identifying tensions
between work and home.

Source: Stier et al (2012)

What, then, of total working time, regardless of how it is arranged? Vernon (2000)
shows for the established industrialised world that the strength of unions in collective
bargaining, and indeed the extent of the role of national governments in shaping and
regulating the employment relationship, are central influences on the average annual
hours of work of employees. The very long working hours typical in developing and
newly-industrialised countries, which typically feature less social regulation of work by
unions and governments, and in which employees also typically have fewer financial
resources on which to fall back, underscore the importance of the collective and
individual resources held by employees for the containment of their total working
time.

Currently we have little but anecdotal evidence on work-life balance in developing and newly
industrialising countries. What do you think the general situation in, say, India or Vietnam might
be? Why?

NATIONAL WORKING TIME REGIMES

Berg et al’s (2014) international review of working time arrangements offers a useful general
framework for beginning to understand differences across countries, and to an extent even
within them. They distinguish between unilateral, negotiated and mandated configurations or
regimes. Under a unilateral regime, working time arrangements are essentially at the
discretion of the employer, with little or no restrictions implied by statutory or joint
regulation. Under a negotiated regime, working time arrangements are subject to collective
bargaining or joint regulation involving unions, sometimes complemented by works councils
with statutory rights. Under a mandated regime, the social regulation of working time is
principally by statute.

The clearest national case of a unilateral regime is the USA. In practice the unilateral regime
implies a great variety of arrangements, across and indeed within enterprises, around a general
tendency to long annual working hours for full-time employees, exaggerated pecuniary
disadvantage for part-timers, and little employee-friendly working time flexibility. The USA is
archetypal, with short vacations and long standard working hours common for full-time
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employees. In many enterprises employees are asked to stay overtime with little or no notice,
although in the USA at least the law mandates that overtime must typically be paid at a
premium of at least 50%. Part-time work is associated with very much lower hourly pay and few
employee benefits, with the absence of health insurance for the bulk of part-timers particularly
striking. Moreover, employers in some sectors exploit the possibility of on-call and zero-hours
contracts to afford the ultimate employer-centred working time flexibility; the most ruthless
‘boots on the ground’ approach. In the USA, the most common employee-friendly working time
arrangement is some degree of flexi-time and/or compressed working weeks, with little else
offered.

The archetypal negotiated regime is Sweden. Joint regulation, involving industrial
agreements sometimes supplemented by company or enterprise-level agreements, closely
regulate working time arrangements. These agreements typically offer provisions at least as
favourable to the employee as statutory regulation, as for example regarding the extent of
paid vacations, parental leave and the pay of part-time relative to full-time employees. In
some areas, such as weekly working time, industrial agreements specify annualised hours
arrangements which imply a contravention of the standard statutory working week, but do
so in return for lower average weekly hours or more employee-friendly working time
flexibility such as leave accounts or time-banking arrangements. Alongside such leave
accounts and time-banking arrangements, flexitime is also common. Parental leave is
generous and flexible, amounting to more than a year at a minimum of 80% of normal pay,
and shared between mothers and fathers, although the former typically take a 3/4 share.
There is also generous provision for parents to take paid carers’ leave to look after sick
children or vulnerable relatives. Part-time work is limited, with 2/3 of women working full-
time, but involves no (hourly) pay penalty. In virtually every detailed respect, and in terms
of total annual working time, the arrangements resulting from comprehensive joint
regulation are strikingly employee-friendly. Indeed, the vast bulk of Swedish employees
express satisfaction with working time arrangements.

The archetypal mandated regime is France, with the much-discussed statutory 35-hour working
week the centrepiece, but complemented by a statutory right to five weeks’ paid vacation. In
practice, organisations seek to compensate for the statutory restrictions on total working time
via annualised hour arrangements, typically agreed with company or enterprise level unions
which are very weak but wary of employers’ demands. In other respects, employee-friendly
working time flexibility is limited, with little flexitime for example. Part-time work is fairly limited,
with women able and typically wanting to return to full-time work after motherhood given the
availability of affordable public childcare, but remunerated (hourly) similarly to full-time work.
Overall the French arrangement is quite rigid from the viewpoints of both employers and
employees, but generally affords much more employee-friendly working time arrangements than
are experienced in the unilateral regime of the USA, for example.

Source: Berg et al (2014)

7.7 INTERNATIONAL BEST PRACTICE IN FLEXIBILITY AND WORK—LIFE BALANCE

We might expect that in this area organisations necessarily must respond to their
contexts, adapting their approach in a considered way to the requirements of their
industry and niche, and indeed to the national context of their operations. It seems
particularly implausible that there might be a best practice in terms of the older
agenda of contractual or working time flexibility, given that of its essence this
agenda concerns an organisational effort to match employees to work or product
demand.
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ENTERPRISE-LEVEL WORKING TIME FLEXIBILITY REGIMES:
INTERNATIONAL COMMONALITIES AND CROSS-NATIONAL COMPARATIVE
DIFFERENCES

Chung and Tijdens (2013) study offers a valuable detailed analysis of practices in more than
21,000 enterprises spanning 13 industries in 21 European nations.

Strikingly, establishments or enterprises exhibiting clearly employee-centred working time
flexibility do not tend to exhibit employer-centred working time flexibility, and vice versa.
Specifically, companies tend to feature more generous arrangements regarding leave generally
(spanning care leave, education leave and other leave) or a demanding profile of overtime,
unusual hours and shift work, not both sets of practices together.

There is, however, a third clustering of working time flexibility which is again quite distinct,
which features what can reasonably regarded as initiatives which offer working time flexibility
for both employers and employees, comprising part-time work, flexible working hours, reduced
working hours and indeed phased retirement. Enterprises exhibiting this profile tend not to
exhibit the purer dichotomous configurations outlined above.

At the level of countries, broadly speaking countries which tend to have many enterprises with
an employee-centred flexibility regime also tend to have many (mostly other!) enterprises with
an employer-centred regime, suggesting that to some extent countries either exhibit working
time flexibility of some sort or exhibit neither. There is quite a strong tendency for newly
acceding EU members or transition countries and Mediterranean or southern European countries
to have rather less working time flexibility and for more northern European countries to have
rather more. This suggests that employment relationships remain rather more traditional in
terms of time (in)flexibility in southern Europe and newly acceding/transition countries than in
the north of Europe. However, more detailed analysis shows that the Nordic countries, the
Netherlands and Poland have very much more employee-centred working time flexibility than
either southern Europe or the remainder of northern Europe.

Source: Chung and Tijdens (2013)

Yet might there be an approach to flexibility and/or work-life balance which at least
generally tends to deliver better organisational and business performance across countries?
There is one crucial study. Bloom et al (2009) examine the business performance impact
of work-life balance initiatives in hundreds of medium-sized manufacturing companies in
the USA, the UK, France and Germany. They find that there is an association between
work-life balance, gauged in terms of practices and employee perceptions, on the one
hand and (better) productivity performance on the other. Yet they show that this is
entirely due to a coincidence between organisations’ deployment of work-life balance
initiatives and the use of management practices concerning work organisation and
performance management which constitute the ‘good management’ approach they
identify as actually in improving productivity performance. Thus, it seems, in the realm of
work-life balance, although organisations should not generally hope to find a means to
boost productivity, they can find a means of rendering work and working lives more
pleasant and manageable for employees without impeding productivity. One implication
of this, as Bloom et al (2009) themselves suggest, is that the tendency to emphasise work—
life balance in Europe, as compared not only to North America but other regions of the
world, does not generally imply a productivity cost.

The ‘encompassing’ service-intensive welfare states of the Nordic countries feature
more or less universal childcare provision, the bulk of which is orchestrated by national or
regional government (Esping-Andersen 1999). Although less comprehensive, France has
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extensive provision by the state, particularly for children aged three and over. To a
significant extent, the work-life balance agenda in the Nordic countries in particular has,
through childcare initiatives and other support for parents, been taken out of the hands of
employers. The quality of working life agenda pursued systematically by the Nordic trade
unions has also sought to allow employees more easily to balance home and work
responsibilities. Employers have often responded creatively to the pressure applied by
unions in negotiations at multiple levels, bringing, as we have seen, more flexible working
in the Nordic nations, and productivity and competitiveness has been combined to a
remarkable extent with improvements in the quality of working life (see Gallie 2003).

? REFLECTIVE ACTIVITY 7.8

Why might we expect practices with regard to flexibility and work-life balance to affect
employees’ health?

® The traditional flexibility and newer work-life balance agendas have very
different emphases.

® There are some general trends in flexibility which seem to be happening in
many countries: there is a widespread move to increase the extent of flexibility
within the workforce.

® There are, however, sustained national idiosyncrasies in the nature and extent
of the flexibility practised.

o Despite the general currency of the new work-life balance discourse, the nature,
extent and implications of work-life balance initiatives also vary markedly
between countries.

e Companies are constrained or influenced in their flexibility and work-life
balance practices by culture, financial and corporate governance arrangements,
legislation, training provision, multi-employer agreements and trade union
involvement and consultative arrangements.

3

KEY LEARNING POINTS

Do the differences in flexible and work-life balance practices discussed in this
chapter constitute a barrier to MNCs’ transferring personnel policies and
practices across borders?

)

2 Why do countries respond differently in terms of flexibility and work-life
balance to what seem similar economic pressures?

3 What country factors does an HR manager need insight into in order to
understand the flexibility and work-life balance trade-offs that are preferred
in any particular country?

4 Given the imperatives of modern capitalism, should we expect convergence
across countries, or at least convergence across the national operations of
MNCs?
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management practices and productivity. In: FREEMAN, R.B. and SHAW, K.L. (eds).
International differences in the business practices and productivity of firms.
Chicago: University of Chicago Press. The authors provide a detailed international
analysis of the link between work-life balance practices and business performance.

CHANDOLA, T., MARTIKAINEN, P., BARTLEY, M., LAHELMA, E., MARMOT, M.,
NASERMOADDELI, A. and KAGAMIMORI, S. (2004) Does conflict between home and
work explain the effect of multiple roles on mental health? A comparative study of
Finland, Japan and the UK. International Journal of Epidemiology. Vol 33, No 4.
pp884-893. This article examines some of the health implications of the differing
national practices in these arenas.

TREGASKIS, 0. and BREWSTER, C.). (2006) Converging or diverging? A comparative
analysis of trends in contingent employment practice in Europe over a decade.
Journal of International Business Studies. Vol 37, No 1. pp111—26. The authors
provide a detailed comparative analysis of the influences on flexibility practice.

l BLOOM, N., KRETSCHMER, T. and VAN REENAN, J. (2009) Work-life balance,
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CHAPTER 8

Recruitment and Selection

LEARNING OUTCOMES

When you have read this chapter, you will:

o understand the different purposes of recruitment and selection systems

@ understand the most common recruitment and selection tools and practices

o understand the roles of regional issues in the area of recruitment and selection

o be able to identify the ways in which recruitment practice can be affected by institutional factors
such as differences in national legislation and the nature of labour markets

o appreciate some of the most marked differences between countries in recruitment and selection
practice in cultural terms.

8.1 INTRODUCTION

Good recruitment is essential to effective HRM. The effectiveness of many other
human resource activities, such as selection and training, depends largely on the
quality of new employees attracted through the recruitment process.

There is usually a flow of linked activities inside organisations from job analysis,
recruitment, initial screening, selection, placement through to training. By ‘linked’ we
mean that any practices in one part of the chain can only be understood when they are
placed in the context of the practices earlier or later in the chain. Organisations might
choose to invest more in one part of the chain. For example, if little can be done to deal
with recruitment challenges, then more money might be spent on selection to make up for
shortcomings. Or an organisation might prefer to invest more in training to make up for a
lack of influence over the quality of the labour market. These differences might form a
pattern at national level.

Recruitment and selection are often lumped together under the broader label of
resourcing, but as has been seen, they are very separate processes. In this chapter we
begin by concentrating on two key parts of this resourcing chain - first recruitment,
and then selection. Whilst we focus here on employee resourcing, later in the
book we introduce some of the more strategic dimensions of resourcing of interest
in particular to MNCs, when we discuss the topics of recruiting expatriates in
Chapter 14, global talent management in Chapter 16, and employer branding in
Chapter 17.
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“ KEY FRAMEWORK
@ The purposes of recruitment
e to determine present and future staffing needs in conjunction with job analysis and
human resource planning
@ to increase the pool of applicants at minimum cost
® to increase the success rate of the (subsequent) selection process: fewer will turn
out to be over- or under-qualified
@ to increase the probability of subsequent retention
e to encourage self-selection by means of a realistic job preview
e to meet responsibilities, and legal and social obligations
@ to increase organisational and individual effectiveness
e to evaluate the effectiveness of different labour pools.

Selection - a linked but separate practice after recruitment - then involves the
identification of the most suitable person from a pool of applicants.

. KEY FRAMEWORK
$ The purposes of selection
e to obtain appropriate information about jobs, individuals and organisations in
order to enable high-quality decisions
e to transform information into a prediction about future behaviour
e to contribute to the bottom line through the most efficient and effective way to
produce service/production
@ to ensure cost-benefit for the financial investment made in an employee
e to evaluate, hire and place job applicants in the best interests of organisation and
individual.

As will become evident later in the chapter, even this specification of purposes is itself
extremely culturally embedded. Not surprisingly, both recruitment and selection
practices differ depending on the type and level of employee required - but they also
differ between countries. The breadth of potential legislation that affects recruitment is
considerable. Also, nearly all of the recruitment and selection processes outlined in this
chapter are dependent upon the skill and competence of the line managers (or HR
practitioners) who carry them out. And practitioners do not necessarily conform to a
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simple national stereotype. For example, Konig et al (2011) studied over 40 selectors in
Swiss companies to identify the gap between what scientists think practitioners should
do, and which procedures practitioners actually use. They used the repertory grid
technique to elicit the cognitions of the selectors. The use of selection techniques was
fairly similar to other HR representatives elsewhere in Switzerland (analysis of
documents, interviews, references were prevalent, use of personality and work sample
tests and try-outs was very infrequent), but the ways in which practitioners thought
about personnel selection procedures were very individual. None of the constructs
elicited was mentioned by two-thirds or more of the interviewees, and only five were
mentioned by half or more.

There is then a tension between tools and techniques that have been developed to
make the process of selection objective and the actual behaviour of recruiters and
selectors. Many selections, despite the best efforts of HRM practitioners, are made on the
subjective ‘gut’ feelings or biases of the managers (Horverak et al 2013; Wood and
Szamosi 2016).

But as we focus throughout this chapter on the comparative examination of
recruitment and selection practices, noting some of the most notable regional challenges
that are discussed, it is important to remember that the recruitment and selection function
inside many organisations has experienced particularly rapid global exposure. The need to
recruit internationally develops very rapidly, but once established, the operations
associated with new international recruitment channels can be very volatile and may be
scaled down again, restructured or even disposed of within a fairly short period of time
(Sparrow 2007).

8.2 RECRUITMENT METHODS

We begin with a brief summary of the principal recruitment and selection tools and
techniques. Figure 8.1 shows some Cranet data for 2010, and national differences in
word of mouth, company websites and reliance on educational instututions. It is clear
that an internal labour market is stil very dominant in Japan and, perhaps
surprisingly, is also important in the USA and the UK, despite the comments above
about their strong external labour markets. The 2010 findings are probably indicative
of the recession and the near-collapse in external recruitment in these two labour
markets. In Sweden in particular, an external labour market is still much in evidence.
As these data show, countries might revert to more traditional patterns once
immediate economic factors dissipate, and similarly, new methods may move into
common practice. As a reflection of this, note that the use of recruitment agencies
remains traditionally high in the UK and the USA, but has now entered the German
labour market. They are still uncommon in Japan. The use of company websites is
also much higher in the traditionally external labour market countries of the USA and
the UK, but are nowhere near as important in Japan. Direct targeting of chosen
educational institutions has grown in importance in some countries. In 2004 fewer
than 1% of UK organisations reported using this method, but by 2010 the proportion
had grown to 20%.
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Figure 8.1 Recruitment practices for managers in six countries
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Recruitment occurs through both informal and formal methods. Informal methods rely on
the contacts of existing employees or on people just applying. Because they risk being
discriminatory, word-of-mouth recruitment is rarely acceptable in the public sector. In
contrast, in the business services sector, word-of-mouth recruitment is common,
particularly in those societies rated more collectivist by Hofstede and House et al (see
Chapters 3 and 4). International differences in the use of informal recruitment are
substantial but it is widespread throughout the world, especially in poorer countries. Many
specialists would defend it. Recruitment of ‘family and friends’ is very cheap, it aids a
sense of community in the workplace, and it provides at least the option of informal
control (‘If you behave like that, you will embarrass your uncles who got you the job...)).

Formal methods are invariably more expensive than informal ones. We make specific
mention here of four methods of recruitment that take on more significance for
international HR managers:

e headhunting

e cross-national advertising

e the Internet

e international graduate programmes.
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8.2.1 HEADHUNTING

The developed countries are where agency recruitment and the use of headhunters for
managerial positions are most common. Executive search is defined as the recruitment of
senior executives and specialists with an average annual compensation level of over
$100,000. The total worldwide recruitment market (employment services industry) is
valued at over US $420 billion and has grown at an average 12% per annum during the
last decade. The US recruitment industry derives around 81% of its revenues from placing
temporary/contract employees, whereas only around 19% is derived from search and
placement recruitment companies. The Association of Executive Search Consultants’
(AESC) 2009 Member Outlook Survey showed that despite the economic recession,
executive jobs in several sectors continued to grow, namely in healthcare, government,
natural resources and pharmaceuticals/biotech. China had the greatest need for talent in
2009, based on the global average vote (66%), and India was expected to see the second
greatest demand for top executives (43%), with eastern Europe set to be the third most
talent-hungry market in 2009. Anecdotal evidence indicates that up to 50% of executive
searches are now cross-border. The cross-border capability and geographical spread of
individual search firms has long been critical (Sparrow 2006).

8.2.2 CROSS-NATIONAL ADVERTISING

Organisations are looking to Europe and beyond to attract professionals to work in the
UK, or to work in locations around the globe. If the costs of getting a recruitment
campaign wrong are high in the domestic market, then the potential costs of errors in
global campaigns are very high. Trends in advertising vary across sectors. There is a shift
away from press advertising into creative alternatives, such as targeted outdoor poster
sites — airport lounges, airline magazines, and journey-to-work routes. Many recruitment
advertising service providers now operate as part of global networks in order to deliver
targeted pan-European or global campaigns (Sparrow 2006). Advertising agencies gather a
broad spectrum of international intelligence which focuses on the location of the target
audience, the kind of market they operate in, sample salaries, recruitment competitors,
and whether the job-seeking audience is passive or active. Knowledge of the best
recruitment media and national custom and practice are important in order to ensure the
cultural appropriateness of a campaign.

From an advertising perspective, the most important cross-cultural differences concern:

the role qualities associated with jobs

the desired company qualities

softer cultural issues, such as what ideal brochures should look like and the wording of
adverts, whether salaries are mentioned, etc.

National differences in the use of advertising are large. More use is made of
newspapers, specialist journals and Internet recruiting in the developed countries; less in
the Third World.

8.2.3 INTERNET RECRUITMENT

The Internet offers considerable potential as a source of recruitment for internationally
mobile managers, small firms seeking specialist skills, or larger firms wishing to
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demonstrate their presence. For Ruél and van der Kaap (2012) Internet recruitment
practices form just one part of the broader move to e-HRM, which links many areas of
HRM practice well beyond recruitment, into a more analytic context.

The online recruitment market is proving most useful for international graduate
recruitment, attracting MBAs and PhD-level candidates, and for specific roles such as
marketing and IT staff. A series of electronic recruiting products and services is reshaping
the job-finding process. E-recruitment (electronic recruitment) has the potential to reduce
the barriers to employment on a global scale. The technology - which might include
organisation websites, job boards and online newspaper job pages or the use of social
networking sites — can be used to:

o deal with the applications — email enquiries, emailed application forms/CVs, online
completion of application forms

o select candidates — online testing, information-gathering

e enhance an employer brand

e create a personal relationship with the talent pool.

THE ADVANTAGES OF USING THE INTERNET

It allows firms to:

@ speed up the recruitment cycle and streamline administration

o make use of IT systems to manage vacancies more effectively and co-ordinate recruitment
processes

@ help handle high-volume job applications in a consistent way

e widen recruitment sourcing and reduce recruitment costs

@ reach a wide pool of applicants by advertising vacancies — on your organisation’s website, on
job sites, or on social networking sites

@ reach a niche pool of applicants and attract applicants on a more specialised skills match (by
encouraging applicants to use personal search agent facilities)

e improve on traditional advertising approaches by targeting particular lifestyle or culture-fit
groups (such as expatriates or people who consume services similar to those provided by the
host firm)

e make internal vacancies widely known across multiple sites and separate divisions

e provide a brand image of the organisation, reinforcing employer branding and giving an
indication of organisation culture

e offer access to vacancies 24 hours a day, seven days a week, thereby reaching a global
audience

@ provide a cost-effective way to build a talent bank for future vacancies

@ provide more tailored information to the post and organisation — for example case histories of
the ‘day in the life’ or a self-assessment questionnaire or quiz to assess fit with the role.

Using the Internet for international recruitment has received a mixed reaction but
is slowly emerging as a useful process. Firms have faced a number of problems with
web recruitment: many existing service providers do not yet have truly global coverage,
and the web is currently not appropriate for all countries. The main impact can be to
increase the volume of applicants, and in a time of tight resources within HRM this is
not always good news. There are then also problems with using e-recruitment
methods:
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o Targeting particular populations becomes difficult. For example, in running webpages in
Singapore, applications are likely to be received from places such as Malaysia.

o Generating a larger number of applicants from more diverse social groups may lead to a
need for extensive screening activities.

e Company image or brand may not be well known in untried markets (see Chapter 17).

o Quality becomes more variable and needs managing.

o It can move firms away from relying on targeted universities.

o Equal opportunities issues might exist, in that most applicants still tend to be male and
from a small range of countries.

Nonetheless, the Internet has become the primary port of call for a good proportion of
international talent, and so developing this as a viable recruitment channel is important. It
is one of the fastest-growing methods of recruitment - especially for senior professionals,
technical specialists and managers. Obviously, its use is restricted to those countries and
organisations where the Internet is widely used. Indeed, there are some important
differences in privacy attitudes related to the use of the web in recruitment across cultures
(Harris et al 2003).

8.2.4 INTERNATIONAL GRADUATE PROGRAMMES

Another form of international sourcing is the external recruitment of graduates into
international roles. Organisations that have initiated international graduate recruitment
programmes tend not to replicate the competencies that they use for experienced
managers in these programmes. Instead, they have attempted to understand and manage
graduates through the process of developing an international management career. A
number of significant problems with international graduate programmes must be planned
for:

o It only has a slow impact on the level of internationalisation, acting as a slow-burning
fuse.

o Retention rates may be low.

e It can be difficult to encourage receiving units to prepare themselves to be able to
manage the new international recruits accordingly.

o Visa issues mean that the cadres have to be managed for a significant period of time.

e Many organisations note that graduates (as is also the case for established managers) are
becoming more reluctant to move.

o This reluctance to be mobile is also changing attitudes to compensation, forcing
organisations to be more responsive to individual circumstances.

In an Asia-Pacific context, institutional arrangements reflecting the relationship
between the state and organisations becomes more important. For the chaebols in South
Korea, seen as prestige employers, the culture is one of mass recruitment of graduates.
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