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Preface

The objective of our book is to present a new synthesis of knowledge about
globalization and organizational life. A central theme is how human resource
management practices in global firms respond to ever-increasing change in
world politics, economics, technology, and culture. We believe that the un-
relenting demand for continuous improvement in global human resource
management practices makes this collection of chapters a timely addition to
the many streams of research on managing for global competitiveness.

We hope our work will lend insight in two realms by dealing realistically
with today’s competitive problems as well as tomorrow’s challenges. To that
end, this book strives to organize some of the latest reflections about global
human resource management practices and strategies in a way that may be
useful to business leaders and academics alike. We strongly believe that ad-
vancement in a complex, new age demands ongoing partnership between these
interdependent communities both in research and practice. And we maintain
that the time is long past due for progressive, collaborative approaches to
meeting the human resources challenges created by the globalization trend.

Yollowing our philosophy as advocates of team work, this volume draws
on an interdisciplinary world forum for the most promising concepts and
methods of managing and developing people in global organizations. Leading
scholars from Europe, Asia, and North America offer a variety of ideas that
contribute to a new vision of the global firm in a contemporary competitive
environment.

Our dialogue with this consortium of scholars and researchers originated
in 1983 when we first conceived our plans for an international human resource
management conference. Many of the contributors to this book joined us in
France during the summer of 1985 to begin sharing ideas about global or-
ganizing and to establish an agenda for research and practice. The forum was
informal, highly interactive, and yielded many ideas that were subsequently
transformed into a special issue of the Human Resource Management journal,

Far from being the culmination of the 1985 symposium, the papers trom
the gathering in France animated further inquiry, and a sccond symposium
was held in Japan in 1987 to continue our search for innovative ideas about
managing human resources in an increasingly complex global era. Many of
the original participants from 1985 were joined in the 1987 symposium by
other members of the academic and business circles, most notably from the
Asia-Pacific arca. A second special issue of the Human Resource Management
Jjournal was successtully published, spurring us on 1o further research,

vii



viii PREFACE

When we decided to organize this volume, it became our vehicle for
generating yet a new sct of papers by some of the most highly regarded scholars
in the ficld of organizational studies. Thus Globalizing Management: Crealing
and Leading the Competitive Organization comprises a core group of previously
published articles, along with a large number of original chapters expressly
developed to complete our intellectual and managerial agenda.

The scope of this book is intentionally broad in order to provide relevance
for practitioners and academics in diverse industries, disciplines, and nations.
We hope that our approach wiil allow members of one domain to inform the
others with fresh insights, thereby strengthening the potential for theoretical
and practical advances.

Many individuals have influenced and supported the development of this
volume—executives, graduate students, and faculty colleagues. The range and
quality of the work presented in Globalizing Management: Creating and Leading
the Competittve Organization are a measure of the kind of collaborative com-
mitment that can be generated when individuwals are brought together in a
common cndeavor to learn. Every contributor to this book was instrumental
in its development, giving unwaveringly of time for writing and/or confer-
¢ncing, energy to keep the project going in spite of competing demands, and
ingenuity in the face of stubborn old theoretical assumptions. The work has
often been difficult and the progress toward publication slow. Thus, finally,
we arc indebted to our editor, John Mahaney, whose patience, steady support,
and fidelity to our vision of this book made it a reality.

Vladimir Pucik
Tokyo, Japan and Ithaca, New York, U.S.A.

Noel M. Tichy
Ann Arbor, Michigan, U.S.A.

Carole K. Barnett
Ann Arbor, Michigan, U.S.A.
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Introduction

Vladimir Pucik

As the world economy moves into the 1990s, new environmental trends are
exerting a profound impact on the patterns of global competition. Some of
these trends are long-term and their competitive implications are well under-
stood—for example, the ever-increasing investments across national bound-
aries spearheaded by large U.S., European, and Japanese multinational firms
and improvements in communication and transportation that facilitate inter-
national exchange of goods, people, and information. Other developments
happened quickly, creating uncertainty and demanding a swift strategic re-
sponse, such as the breaking down of the market barriers within the European
Community and the reunification of Germany together with democratization
and perestroika in Eastern Europe and the former Soviet Union.

While all these events are making headlines, other more subtle trends are
influencing the effectiveness of global competitive strategies. Rapid techno-
logical changes have transformed the time dimension of competition. Where
in the past new entrants had years of monopoly to exploit their technological
advantages, such windows of opportunities have shrunk to mere months today
(contrast the worldwide expansion of Xerox with that of Apple, or consider
Japanese and Korean entry into the electronics field). Speed and quality in
addressing the needs of worldwide customers will greatly influence who the
next winning firms are going to be.

However, not only is the technology-driven competitive advantage more
and more temporary, but the diffusion of technological know-how around the
world is also much quicker than at any time in the past. New powerful global
competitors are emerging in countries previously on the periphery of global
economic activities, such as Korea and Taiwan. Global competitive conditions
are also affected by a rapid internationalization of service businesses, from
advertising and data processing to investment and consumer banking, much
of it again driven by the emergence of new boundary-crossing technologies.
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2 INTRODUCTION

The globalization of competitive capabilities is also accompanied by a
globalization of market opportunities. In a number of product lines, basic
customer requirements are similar, if not identical, in many of the major
markets. Although, in spite of errlier high hopes, sizeable income differentials
between “‘rich’” and “poor” countries remain, large pools of “world-class”
consumers have emerged in areas other than the traditional triad of North
America, Western Europe, and Japan. In order to reach all prospective cus-
tomers with “global” products adapted to the local needs, global firms are
relying on strategic alliances of various kinds, from simple tcchnological and
marketing agreements to complex multi~joint venture arrangements. In this
sense, globalization demands are transforming the boundaries of the firm.

All this means an intensification of global competition in most areas of
manufacturing and services. The old rules and prescriptions are not valid any
more. For any firm to succeed in the new global competition, a long-term,
torward-looking dynamism, operational flexibility, and continuous improve-
ment in all facets of its business activities are more important than its current
size and short-term performance. Only through a sustained effort to do its
very best can a global firm maintain the bigh level of internal cnergy required
for success. Market leadership and superior financial performance cannot be
upheld without a relentless drive to continuously renew the firm’s competitive
edge. However, there is no trade-off between long-term and short-term busi-
ness objectives; rather, the two sets of goals are complementary.

One of the key characteristics of the best global competitors is an emphasis
on the long-term accumulation of competitive capabilities. These firms’ stra-
tegic intent is clear: long-term product/market leadership in the areas in which
they have chosen to compete. However, a single competitive advantage, be it
low production cost, high quality, or fast delivery, is not sufficient to provide
lasting superiority in the global market; some competitors will always be able
to bridge the gap in a relatively short period of time. To be effective players
in the global competitive environment, firms have to master a wide variety of
skills. The strategic objective of a globally competitive firm is therefore the
creation of continuously evolving and interdependent layers of organizational
capabilities that reinforce and enhance each other across all core businesses,
functions, and markets.

While each capability (high quality, low cost, rapid design change, precise
delivery) can perhaps be duplicated by a determined competitor, a globally
interdependent organizational infrastructure is hard to build or copy. Man-
aging the various forms of interdependence that involve extensive coordi-
nation and integration across countries, products, and business functions be-
comes one of the most important tasks for the firm to master. Its ability to
do so effectively becomes a competitive advantage in itself.

The various dimensions of competitive advantage in global firms have one
thing in common. They are all embedded in organizational systems, processes,
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and cultures and they reflect the capacity of a collective of people to think
and act in a fashion that transcends the traditional limitations of an ethno-
centric framework. To develop and manage a global organization implies de-
veloping and managing people who can think, lead, and act from a global
perspective, who possess a ‘‘global mind” as well as “‘global skills.”” Not one,
two, or a dozen “international” specialists, but a multitude of executives,
managers, and professionals are needed to form the core of a global firm.

We believe that the process of globalization requires a radical transfor-
mation of our thinking about the role and tools of human resource manage-
ment in multinational firms. This is what our book is all about. The idea that
human resource management can and should make a contribution to the
competitive strategy of a global firm is a concept that unites all the contributors
to this volume. Some may differ on how this may be accomplished, as we have
deliberately chosen to maximize the variety of viewpoints presented. We all,
however, share a firm conviction that the secret to success in global compe-
tition lies in managing pcople.

Human Resource Management in

Global Companies
The idea of editing a book on human resource management in the global
environment began to crystallize in 1985, when the Human Resource Manage-
ment Journal co-sponsored a symposium on international issues in human re-
source management at INSEAD in Fontainebleau. We were at that point
disheartened with the state of knowledge in this area, since much of what had
been written on international human resource management covered only spe-
cific, narrow topics, such as expatriate selection, training, repatriation, or
technical aspects of expatriate compensation. Instead, we wanted to look at
the key competitive and environmental challenges facing global corporations
and define major strategic tasks facing the human resource management area
over the next decade.

Approximately fifty academics and executives from Europe, Japan, and
the United States spent several days in informal discussions on the state of
international human resource management and its agenda for the future. We
focused on the issues of global leadership, cultural diversity in management,
and new organizational forms necessary for global competitiveness. Two years
later, a second symposium with a similar format and agenda was held in Japan,
This time, the discussion emphasized strategic alliances, global coordination
and integration, and staffing and development processes. A number of chap-
ters presented here are based on contributions made originally at these two
workshops. Meanwhile, we began to pursue several major rescarch and ex-
ecutive development projects related to human resource management in



4 INTRODUCTION

global firms, the results and experiences of which are also reflected in this
book.

Our objective is to answer some of the most critical questions regarding
human resources in global firms. What is the contribution of human resources
activities to competitive strategies of a global firm? What is the value of cultural
diversity, and what are its costs? How can executives strike a proper balance
between the needs of global businesses, those of the country affiliates, and
those of the whole corporation? How can they develop a multicultural top
management group? What role should human resources play in the manage-
ment of strategic alliances?

In contrast, we have not spent much time building typologies of global
strategies or abstract conceptual frameworks. For example, we are not con-
cerned with the classification of firms operating outside of their national
boundaries as international, multinational, global, or transnational. (We use
these terms freely, as long as it is clear what kind of a firm we have in mind.)
Nor are we concerned with what human resource practices are related to what
type of MNC. Our focus is on the globalization process through which firms
achieve regional and global market differentiation while pushing forward with
a rationalization of operations, selective geographical diversification, and far-
reaching alliances that involve them in cooperative transnational networks and
strategic groupings.

Two key ideas permeate our understanding of global competitive strate-
gies: diversity and complementarity. We believe that globalization implies ac-
cepting that cultural diversity in management composition and management
style contribute to the competitive advantage of the global firm. We also
believe that effective globalization calls for the pursuit of a number of man-
agement approaches that on paper may seem contradictory, but that can be
truly effective only through their simultaneous and balanced application.
Global human resource management can then provide an organizing frame-
work for developing and managing people who are comfortable with the
strategic and operational paradoxes embedded in global firms and who are
capable of harnessing the resulting cultural diversity.

The first part of the book, therefore, deals with the environment of global
human resource management. We look at its competitive context by examining
the role of human resource management in global competition; its strategic
context by focusing on the linkage of human resource management with global
corporate strategies; and its cultural context by relating human resource man-
agement to national cultures.

The second part of the book is devoted to specific functional aspects of
human resource management that have a unique dimension in a global firm:
organizational design issues focused on structural and process requirements
of a global organization; the development of global managers and executives
addressed from several conceptual viewpoints; and the role of human resource
management in strategic alliances and other collaborative ventures.
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The third part of the book, applying a comparative perspective, centers
on specific human resource issues facing, in particular, American and Japanese
multinational firms. The final chapters then review the action agendas for top
management in global firms and for their human resources executives, as well
as for management scholars involved in research and teaching on this topic.

The Competitive Context

Changes in the contemporary global economy are in the background of many
of the emerging challenges facing human resource management. Vast macro-
societal changes increasingly bind countries into interdependent communities
of nations in which goods, capital, and people move freely; but between these
there remains a patchwork of regulatory and cultural barriers. Fombrun and
Wally argue that to remain profitable in this new global age requires firms to
commit themselves to transnationalism and to internalize strategies likely to
lead to success in global competition. Implementing successful global strat-
egies then requires careful attention to the paradoxes created in the design
of corporate structures, the management of human resources, and the main-
tenance of multifaceted company cultures.

Tichy, Brimm, Charan, and Takeuchi examine the concept of global
competition from the perspective of transformational leadership and
**global mindset™ essential for survival in global competition in the 1990s.
They see the key competitive advantage of the global firm as the ability to
continuously transform itseif. They argue that corporations and their lead-
ers must learn to engineer and manage such transformations or they will
inevitably lose in the competition ahead. In their view, global leaders must
have the capacity to turn threats into opportunities; to motivate people to
excel, not just to survive; to drive innovations to the market place at an
increasingly faster rate; and to operate globally through cross-cultural
problem solving and team building.

Pucik reviews the linkages of human resource management in giobal firms
to competitive advantage. He identifies three principal organizational capa-
bilities as sources of sustainable competitive edge: the creation of a competitive
culture inside the global firm, the existence of organizational learning systems
based on the accumulation of invisible assets, and a strong organizational
emphasis on continuous improvement. These three capabilities are then linked
with specific human resource strategies, from staffing and development to
organizational design. Pucik also discusses the main obstacles confronting
global firms in the implemention of competitive human resource strategies
and suggests concrete steps to enact the necessary changes.

The Strategic Context

The second part of the book deals primarily with the requirements of orga-
nization and human resource management systems driven by global strategies.
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First, Evans and Doz discuss the human resource management problems
in global firms in terms of dualities—organizational properties that seem con-
tradictory or paradoxical, but that are in fact complementary. Evans and Doz
point to the emerging consensus that the competitive advantage of the trans-
national firm lies in its organizational ability to cope with the multidimensional
and complex demands of the giobal business environment. Using the concept
of cultural layering (building new capabilities into the organization’s culture
while reinforcing its past cultural strengths) as an example, they show how
management governance in a transnational enterprise becomes a matter of
balancing opposite forces and using those forces as the motor of organiza-
tional development and change, with human resource management as the
critical and essential tool,

The concern with the limitations of a structural solution to current stra-
tegic problems forms the core of Bartlett and Ghoshal’s chapter. They argue
that in many of the world’s multinationals, strategic thinking has outdistanced
organizational capability. Many have adopted elaborate organizational matri-
ces that actually impair their ability to implement sophisticated business strat-
egies. Bartlett and Ghoshal propose three techniques to improve strategic
coordination across the various units of a global firm: development of a clear,
consistent corporate vision internalized by managers worldwide; use of train-
ing and career-path management to broaden individual perspectives and in-
crease identification with corporate goals; and co-opting all managers and
organizational groups by inviting them to contribute to the corporate agenda
and giving them direct responsibility for implementation.

From a complementary perspective, Doz and Prahalad analyze the con-
tribution of human resource management in helping diversified MNCs meet
the challenge of combining the strategic control driven by the imperatives of
global competition and the strategic variety demanded by local market needs.
As they see it, global firms need 10 develop “balanced”” managers who have
multifocal vision and who are sensitive to the demands for local responsiveness
and opportunities for global integration. Doz and Prahalad explore the spe-
cific agenda that both HR professionals and top management must work
through in order to build up quality and effectiveness in the MNC’s human
resource management process.

The Cultural Context

Hofstede’s chapter provides the basic framework for the discussion of cultural
influence on human resource management in global firms. Building on a
variety of cross-cultural studies, Hofstede identifies the ability to cope with
cultural relativity as the key requirement for tomorrow’s global managers.
Such familiar aspects of organizational life as organization structure, lead-
ership styles, motivation patterns, training and development models, and in-
deed the very concept of “human resource” management are, according to
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Hofstede, culturally relative and therefore need to be reconsidered when
national boundaries are crossed. To facilitate such cross-cultural adaptation,
he argues for more recruitment of top managers from different nationalities,
acculturation through carefully planned career moves, and cultural awareness
training.

In contrast to national cultures, corporate culture has often been de-
scribed as the glue that holds global organizations together by providing co-
hesiveness and coherence among its parts. Multinational companies are in-
creasingly interested in promoting corporate culture to improve the control,
coordination, and integration of their subsidiaries. Yet these subsidiaries are
embedded in local national cultures whose basic assumptions about people
and the world may differ from the national and corporate culture of the
multinational’s home office. These differences may hinder the acceptance and
implementation of human resource practices, in particular on questions of
selection and socialization, career planning, appraisal, and compensation.
Schneider discusses the cultural assumptions underlying these HRM practices
as they may differ from those of the national culture of the subsidiary. She
also reviews the issues concerning the use of corporate culture as a mechanism
for globalization.

Finally, Laurent perceives the challenge faced by the field of interna-
tional human resource management as a multidimensional puzzle located at
the crossroad of national and organizational cultures. His research findings
conclude that deep-seated managerial assumptions are strongly shaped by
national cultures and appear quite insensitive to the more transient cuiture
of organizations. However, how many headquarter executives genuinely be-
lieve they can learn from their foreign subsidiaries? How many multinationals
implement such a rare belief by internationalizing headquarters staff and
top management? Therefore, Laurent advocates that efforts should be di-
rected toward the development of forward-looking international corporate
cultures that could provide the framework for solving these vital issues in
international HRM.

The Developmental Context

A number of authors identify the development of executives with a ““global
mindset” as one of the key strategic tasks facing human resource management
in multinational firms. Kets de Vries and Mead then review the factors that
enhance or hinder the process of developing such leaders. Among various
desirable traits and skills, they emphasize cultural empathy and adaptability
and consider a number of approaches to selection, management development,
and organizational structure that promote the necessary cross-cultural ca-
pabilities. Apart from predispositions which stem from early childhood de-
velopment and socialization, the authors identify a number of career devel-
opment factors that may have an impact on the creation of a “global mindset”
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among high potential executives. In particular, they advocate that future top
executives in global firms should have the opportunity for early cross-cultural
experience through assignments in different countries.

The theme of global leadership development is expanded by Tichy. He
argues that the successful development of future leaders of giobal corporations
requires a radical transformation of thinking about basic premises of human
resource development techniques. He defines five characteristics of global lead-
ers: a global mindset, global leadership skills, an ability to lead cross-cultural
teams, energy and talent to participate in global networking, and skills as global
change agent. He contends that traditional training and development ap-
proaches fall far short of the mark in what is required for globalization. In
contrast, the chapter discusses practical approaches to making management
development an integral part of a global transformation process by linking
compressed action learning with a firm’s competitive strategies.

The Collaborative Context

Joint ventures, licensing agreements, project-based cooperative networks, and
franchises are becoming commonplace arrangements for implementing strat-
egy in global markets. Lorange considers six critical human resource man-
agement issues as they apply to each of these four types of cooperative ven-
tures: assignment of managers to cooperative ventures; the human resource
transferability issues; managers’ concentration on operating versus strategic
issues; the human resource competency issues (avoiding biases); loyalty issues;
and career planning issues. He proposes that the cooperative venture must
be seen as a vehicle to produce not only financial rewards, but also managerial
capabilities that can be used later in other strategic settings.

Such capabilities are particularly important when firms are engaged in
alliances that involve competitive collaboration—cooperative relationships
with their existing or potential competitors. Pucik, in his chapter, argues that
unless MNCs that are involved in competitive collaboration can build the
capability to accumulate invisible assets through a carefully planned and ex-
ecuted process of organizational learning, they will Jeopardize both their com-
petitive advantage and control over the strategic direction of their cooperative
ventures. His chapter defines organizational learning as the critical strategic
task for human resource managers in MNCs, lists the key obstacles to orga-
nizational learning in international strategic alliances, and discusses the agenda
for transforming the specific components of the HR system, from selection
and development to appraisal and compensation practices, to support the
organizational learning process.

The Comparative Context
In spite of the trend toward globalization, the concept of a globalized firm
still reflects only an ideal organizational form, since nearly all multinational



