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Preface

ccording to the 2006 World Investment Report issued by the United Nations,

there are currently a total of 77000 transnational corporations with over
770000 foreign affiliates which employ 62 million workers worldwide. In 1990,
when the first edition of this textbook was published, a total of 24 million workers
were employed. This is merely one of many metrics that demonstrate the extent of
the globalization of business. With this increase in scale, the role of human re-
source management in sustaining this increase in international business activity is
a central theme of this Fifth Edition of our textbook. In writing this new edition we
have retained much of the format that we developed for the Fourth Edition
while including expanded coverage of the international business context in which
international human resource management operates. A highlight of significant
changes to the Fifth Edition includes the following;:

@ The explicit introduction of a research-based model of strategic HRM in a
multinational enterprise in Chapter 1. This model is used as a heuristic point
of reference throughout the text and is revisited in Chapter 11 to investigate
trends and future challenges.

@ All chapters have been reviewed and updated to incorporate the latest
empirical research findings and richly detailed information from informed

practitioners.
@ The addition or enhancement of a number of rapidly developing topic areas in
HRM for multinational enterprises, including the following:

— new strategic forms as they impact HRM capabilities and processes;

~ effectiveness in repatriation, transpatriation practices and strategic uses of
global careers;

- considering and calculating return on investment of expatriate assignments;

~ the complexities of standardizing and customizing HRM practices and
activities across local environments;

- the specific [HRM challenges of offshoring in China - currently one of
the most popular offshoring locations;

~ challenges related to more sophisticated performance management
activities across cultural, institutional and functional divides;

~ multinational family-owned firms;

— nongovernmental organizations in the multinational context; and

~ safety and security issues and responsibilities in an age of global risk and
uncertainty.

® A majority of the ‘THRM in Action’ cases embedded throughout the chapters
have been replaced or significantly updated. These changes will help students
grasp the principles and models in the chapter and better apply these ideas to
a range of settings or contexts.

@ Three in-depth cases have been added at the end of the text to replace earlier
cases. Two of these new cases have been written by the authors and their
professional colleagues specifically for this text as a teaching aide to present
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issues of compensation, HR roles and systems across a wide range of
operations, HR metrics and planning for international operations.

The challenge of this Fifth Edition has been to organize the complexities particular
to HRM activities in multinational enterprises in such a way that provides teachers
(of both undergraduate and graduate students) real choice as to how they will pre-
sent the material. We have tried to find a balance that is meaningful and appropriate
to the varying cultures represented by potential adopters and readers, and across ed-
ucational traditions, institutions and forms, while accurately capturing the com-
pelling realities facing HRM professionals practising in multinational enterprises. As
always, we welcome your comments and suggestions for improvement in this task.

A significant change with this edition is a change in the author team following
the decision of our colleague, Denice Welch, to withdraw from authorship of the
book due to other commitments. We respect this decision and thank her for her
considerable effort and contribution to earlier editions of the book. The new au-
thor team is an excellent example of collaborative work — across a great many time
zones — in the new global context of the twenty-first century with tri-continental
representation from the Asia Pacific, Europe and North America.
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Introduction

In this introductory chapter, we establish the scope of the book.
We:

@ Define key terms in international human resource
management (IHRM) and consider several definitions of
THRM. '

@ Introduce the historically significant issue of expatriate
assignment management and review the evolution of these
assignments to reflect the increasing diversity with regard to
what constitutes international work and the type and length
of international assignments.

® Outline the differences between domestic and international
human resource management, and detail a model which
summarizes the variables that moderate these differences.

® Present the complexity of IHRM, the increasing potential for
challenges to existing IHRM practices and current models,
and an increasing awareness of the wide number of choices
within IHRM practices due to increased transparency and
faster and more detailed diffusion of these practices across
organizational units and firms.

Scope of the book

The field of international HRM has been characterized by three broad approaches.!
The first? emphasizes cross-cultural management: examining human behavior
within organizations from an international perspective. A second approach devel-
oped from the comparative industrial relations and HRM literature? and seeks to
describe, compare and analyze HRM systems in various countries. A third approach
seeks to focus on aspects of HRM in multinational firms.* These approaches are de-
picted in Figure 1-1. In this book, we take the third approach. Our objective is to
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Figure 1-1

Inter-relationships between approaches to the field

_ IHRM in thé » Comparative
. multinational HR and IR
context ‘ systems

Cross-cultural
management

explore the implications that the process of internationalization has for the activi-
ties and policies of HRM. In particular, we are interested in how HRM is practiced
in multinationals — hence the subtitle of this book ‘Managing People in a Multina-
tional Context’.

As Figure 1-1 demonstrates, there is an inevitable overlap between the three ap-
proaches when one is attempting to provide an accurate view of the global realities
of operating in the international business environment. Obviously, cross-cultural
management issues are important when dealing with the cultural aspects of foreign
operations. Some of these aspects will be taken up in Chapter10 where we deal with
HRM in the host country context — indicated by (a) in Figure 1-1. Chapter 9 deals
with industrial relations issues and draws on literature from the comparative IR
field — (b) in the above figure. While the focus of much of this book is on the estab-
lished multinational enterprise (MNE) — a firm which owns or controls business
activities in more than one foreign country — we recognize that small, internation-
alizing firms which are yet to reach multinational firm status, and family-owned
firms, also face international HRM issues.’

Defining international HRM

Before we can offer a definition of international HRM, we should first define the
general field of HRM. Typically, HRM refers to those activities undertaken by an or-
ganization to effectively utilize its human resources. These activities would include
at least the following:

Human resource planning

Staffing (recruitment, selection, placement)

Performance management

Training and development

Compensation (remuneration) and benefits

S W N

Industrial relations

The question is of course which activities change when HRM goes international. A
model (shown in Figure 1-2) developed by Morgan® is helpful. He presents IHRM
on three dimensions:

1 The broad human resource activities of procurement, allocation and utilization.
(These three broad activities can be easily expanded into the six HR activities
listed above.)
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A mode!l of IHRM

Human Resource Activities

Procure Allocate Utilize

Host-country nationals (HCNs)

Parent-country nationals (PCNs)

Third-country nationals (TCNs)

Type of employees

Source: Adapted from PV. Morgan, ‘International Human Resource Management: Fact or Fiction’,
Personnel Administrator, Vol. 31, No. 9 (1986), p. 44.

2 The national or country categories involved in international HRM activities:

@ the host-country where a subsidiary may be located;
@ the home-country where the firm is headquartered; and
@ ‘other’ countries that may be the source of labor, finance and other inputs.

3 The three categories of employees of an international firm:

® host-country nationals (HCNs);
® parent-country nationals (PCNs); and
® third-country nationals (TCNs).

Thus, for example, the US multinational IBM employs Australian citizens in its
Australian operations (HCNs), often sends US citizens (PCNs) to Asia-Pacific coun-
tries on assignment, and may send some of its Singaporean employees on an as-
signment to its Japanese operations (as TCNs). The nationality of the employee is
a major factor in determining the person’s ‘category’, which in turn is frequently a
major driver of the employee’s compensation.

Morgan defines international HRM as the interplay among these three dimen-
sions in Figure 1-2 — human resource activities, type of employees and countries of
operation. We can see that in broad terms IHRM involves the same activities as
domestic HRM (e.g. procurement refers to HR planning and staffing). However,
domestic HRM is involved with employees within only one national boundary.
Increasingly, domestic IIRM is taking on some of the flavor of IHRM as it deals
more and more with a multicultural workforce. Thus, some of the current focus of
domestic HRM on issues of managing workforce diversity may prove to be benefi-
cial to the practice of IHRM. However, it must be remembered that the way in
which diversity is managed within a single national context may not necessarily
transfer to a multinational context without some modification.

What is an expatriate?

One obvious difference between domestic and international HRM is that staff are
moved across national boundaries into various roles within the international

Figure 1-2




