Chapter 15: International Human Resources Management 

The global Environment
Global Similarities: 
· Free trade 
· Major factor was creation of free trade zones in Europe, north America, and the pacific rim
· European union (EU)
· 27 members 
· Goal is to facilitate the flow of goods, services, capital and human resources across national borders in Canada
· North American free trade is worlds largest market (NAFTA)
· Made Asia the fastest growing region in world – china being the fastest
· Service-based businesses (vs. manufacturing)
· Manufacturing jobs decreasing due to technology advancements
· Sophisticated machinery, requires fewer workers, even in less developed countries 
· Service jobs much harder to replace with technology, always in demand
· Integrated technology platforms 
· Technology also increased rate at which services can be traded across countries 
· ITP’s represent common operating systems that can be used across multiple computers connected through the internet (ex: windows 7)
Create a more unified HR system, must integrate operations to capture the benefits from having people all on the same page 

Global Differences:
· Political and cultural differences 
· Differences found in country’s labour laws, property rights, and patents 
· Ex: in brazil, yearly bonuses paid 2+ years in a row become legal entitlement
· Cultural Environment: the communications, religions, values and ideologies, education and social structure of a country
· Important implications about decisions regarding when/how to do business 
· Host country: country in which an international corporation operates 
· Property rights are poorly protected 
· Who ever has political power/authority can seize others’ property with few or no repercussions
· Civil unrest 
· Companies have less incentive to locate factories or inest in countries experience strife 

Managing Across Borders
· International corporation
· Domestic firm that uses its existing capabilities to move into overseas markets 
· Multinational corporation (MNC)
· A firm with independent business units operating in multiple countries
· Global corporation 
· A firm that has integrated world wide operations through a centralized home office 
· Transnational Corporation 
· A firm that attempts to balance local responsiveness and global scale via a network of specialized operating units 
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Domestic vs. International HRM
· International differs from domestic:
· More emphasis on functions and activities like relocation, orientation and translation to help new employees in foreign countries 

Staffing Internationally:
· Expatriates, or home-country nationals 
· Employees from the home country who are on an international assignment 
· Host-country nationals 
· Employees who are natives of the host country 
· Third-country nationals
· Employees who are natives of a country other than the home country or the host country
· (Refer to picture below) At first stages send home country expatriates to establish activities, very expensive because they pay for everything for them
· Recent years trying to send expirates on shorter, project-based assignments (2-12 months not 1-3 years) Three advantages:
· Hiring local citizens cheaper than relocating expatriates, they also know the culture/political landscape, can gain support of staff members
· Foreign governments want good jobs for their people, foreign employers may be required to hire locally 
· Most people want to do business with companies/people that are perceived as local vs. foreign
[image: ]       

Selecting employees internationally:
· Selecting employees in a foreign country environment can be difficult 
· Get to know the local market and customs in hiring 
· To better understand the local market, there are a few things firms can do:
· Get to know the universities, technical schools, and primary schools
· Extensive networks to future employees, insight on the type of hires managers would want to select 
· Develop networks in the business and government communities 
· Personal networks to trust in the company, cant rely on reputation
· Understand the employees of the firm’s competitors 
· Understand what to look for in other employees while building up a new pool of applicants 

Selecting Global Managers
· Global Manager
· A manager equipped to run an international business 
· Should possess: 
· Ability to seize strategic opportunities 
· Ability to manage highly decentralized organizations 
· Awareness of global issues 
· Sensitivity to issues of diversity 
· Competence in interpersonal relations 
· Skill in building community 
· May need them because there isn’t appropriate talent in local country, need someone who know ins and outs of the country where they are operating, need company specific expertise (based primarily on the latter)
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· Core Skills: skills considered critical to an employees success abroad
· Augmented skills: skills helpful in facilitating the efforts of expatriate managers 
	CORE SKILLS 
	AUGMENTED SKILLS

	Experience
	Technical Skills 

	Decision Making 
	Negotiation Skills 

	Resourcefulness
	Strategic Thinking

	Adaptability 
	Delegation Skills 

	Cultural Sensitivity 
	Change Management 

	Team Building
	

	Maturity 
	


· Steps for selecting individuals for international assignments:
1. Begin with self-selection: employees should consider in advance their career goals and interests in international work to avoid sending otherwise promising employees somewhere where they would be unhappy/unsuccessful
2. Create a candidate pool: build database of candidates for international assignments 
3. Assess candidate core skills: technical and managerial readiness relative to needs of assignment 
4. Assess augmented skills and attributes: expatriate selection decisions driven by technical competence and professional and international experience, also ability to adapt to new environments
· Failure Rates: percentage of expatriates who do not perform satisfactorily 
· Selection Criteria: 
· International experience
· Professional experience 
· Family flexibility 
· Technical competence 
· Language skills 
· Country experience 
· Interpersonal skills 
· Causes of expatriate assignment failure 
· Family adjustment 
· Poor performance 
· Lifestyle issues 
· Other opportunities arise 
· Work adjustment 
· Business reasons 
· Bad selection 
· Repatriation issues 
· How to fix: adjust to…
· Family alignment
· Country alignment 
· Company alignment 
Training and Development 
· Need to know as mush as possible about
· The country where there going 
· That country’s culture 
· The history, values, and dynamics of their own organization
· Essential training program content to prepare employees for working internationally: 
· Language training 
· Biggest problem of foreign business travellers 
· English is usually primary language (yay)
· Cultural training 
· Improves satisfaction and success of expatriates and their employees 
· Each culture has expectations for role of manager 
· Helps managers identify and understand work attitudes and motivations in other cultures 
· Important dimension of leadership is degree to which managers invite employee participation in decision making 
· Canada in the middle 
· Far eastern cultures most participatory 
· Assessing and tracking career development 
· Working abroad increases employees responsibility and influence within corporation
· To maximize career benefits of a managerial assignment candidate should ask:
· Do the organizations senior executives view the firm’s international business as a critical part of their operation? Expatriates with clear goals find assignments more rewarding
· Within top management, how many executives have a foreign-service assignment in their background, and do they feel it is important to have overseas experience?
· Managing personal and family life
· Personal and family stress most frequent cause of failure 
· Culture Shock: perpetual stress experienced by people who settle over seas 
· To accommodate dual-career partnerships, some orgs provide informal help finding jobs for spouses in the same area 
· Also more formal programs that include 
· Career and life planning counseling
· Continuing education
· Intercompany networks to identify job openings in other companies 
· Job hunting/fact finding trips
· Repatriation 
· Process of employee transition home from an international assignment 
· Programs designed to prepare employees for adjusting to life at home 
· General findings about repatriation:
· 36% of Canadian companies have repatriation plan 
· 1/3 have programs to facilitate appropriate career positions on repatriation 
· Over 2/3 provide career planning assistance after repatriation 
· About one fifth of companies start planning for repatriation before candidate leaves 
· Sometimes their position is gone when they get back and the people they know have moved on, leaving them feeling alienated
· 
Compensation
· Different countries have different norms for employee compensation 
· Need to match rewards with values of the culture
· Think globally and act locally, try to create pay plan that supports overall strategic intent of org but provides flexibility to customize some areas to meet needs of employees in specific locations 

· Compensation of host country employees 
· Paid on the basis of productivity, time spent on the job, or combination of these factors 
· Industrialized countries by the hour, developing countries by the day
· Piece-rate method popular 
· Seniority important element 
· Labour plays primary role in HR decision making since it is the largest cost 
· Some companies overcapitalize on worldwide compensation differences (nike) bad press for charging hundreds while people making them make cents
· Compensation of host country managers
· Global compensation systems: centralized pay system whereby host-country employees are offered a full range of training programs, benefits, and pay comparable to those of a firm’s domestic employees but adjusted for local differences 
· Companies are split even between central (global) compensation system and decentralized (local) systems
· Companies with centralized systems report higher satisfaction and effectiveness levels 
· Compensation of Expatriate managers 
· To be effective:
· Provide incentive to leave Canada 
· Allow for maintaining a north American standard of living 
· Provide for security in countries that are politically unstable or present personal dangers 
· Include provisions for good health care 
· Take into account the foreign taxes the employees likely have to pay and help them with tax forms/filing 
· Provide for the education of the employees children abrod, if necessary 
· Allow for maintaining relationships with family, frineds and business associates via trips home and other communication technology
· Facilitate reentry home 
· Be in writing 
· Home based pay: pay based on an expatriates home country’s compensation practice 
· Balance sheet approach: a compensation system designed to match the purchasing power in a person’s home country 
1. Calculate base pay
2. Figure cost-of-living adjustment 
3. Add incentive premiums 
4. Add assistance program 
· Host based pay: expatriate pay comparable to that earned by employees in a host country 
· Localization: adapting pay and other compensation benefits to match that of a particular country 
· Split pay: system whereby expatriates are given a portion of their pay in the local currency to cover their day-to-day expenses and a portion in their home currency to safeguard their earnings from changes in inflation or foreign exchange rates 

Performance Appraisal
· Who should appraise performance?
· Individual working abroad has 2 allegiances: to home country and to new country 
· Superiors from both places have different info about the employee 
· Use multiple rater (360 degree) appraisal 
· Home-versus Host-country evaluations 
· Domestic managers unable to understand expatriate experiences, value them, or accurately measure their contribution to organization
· Geo distances create communication problems 
· Host country evaluations problematic 
· Local cultures influence perception of how well individual performs 
· Participative decision making can be viewed as positive or negative 
· Don’t have perspective on entire organization to know how well individual contributes to firm as a whole 
· Evaluations should balance the two 
· Performance criteria 
· Since its so costly, HR managers pressured to calculate ROI of the assignments with expatriates 
· 5 Steps to calculate:
· Define assignment objectives 
· Agreeing on the quantifiable measurements for the assignment 
· Developing an equation that converts qualitative behaviour into quantifiable measurements 
· Evaluating the expatriates performance against these measurements 
· Calculating the ROI, can be complex accounting or simple calculation to see whether the expatriate covers the cost of keeping them on the assignment ($300,000 per year approx.)
· Providing feedback
· Two way street: superiors and expatriates need to provide feedback
· Debriefing interview when expatriate returns home:
· Help reestablish old ties with home org, important for new career paths
· Address technical issues related to assignment 
· Address general issues regarding company’s overseas commitment, ex: how relations between home and host should be handled 
· Document insights an individual has about the region  used for future training programs 
The Labour Environment Worldwide 
· International differences in unions 
· Aspects that differ across the world include:
· Wages and benefits 
· Safety 
· Child labour
· Legal regulations 
· Labour unions 
· Differences in the collective bargaining process and political and legal decisions
· Unions are illegal in come countries (central America and Asia)
· Collective bargaining in other countries 
· Can take place at the firm, local, or national level
· Australia and new Zealand: labour courts had authority to impose wages and other employment conditions 
· UK and France: government intervenes at all aspects of collective bargaining
· Government involvement more accepted in countries with heavy nationalization 
· In developing countries: gov’t representatives present during bargaining incase leaders are uneducated 
· International labour organizations 
· International Confederation of Free Trade Unions (ICFTU)
· Most active international union organization  (311 national trade union groups)
· International Trade Secretariats (ITS) cooperate with them, which are international federations of national trade unions operating in the same or related industries 
· Also cooperates with European Trade Union Confederation (EUTC) (82 trade unions)
· International Labour Organization (ILO) specialized agency of the united nations, has had greatest impact on rights of workers
· Promotes rights of workers to organize, the eradication of forced child labour, and elimination of discrimination
· Decent work agenda: promotes idea that there’s and ethical dimension to work 
· Co-determination 
· [bookmark: _GoBack]Representation of labour on the board of directors of company 
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