GLOBAL 8USINESS THECRY & PRACTICE

11. Country differences in compensation practices raise a
difficult question for an international business:
Should the firm pay execudves in different countries
according to the standards in each country or equalize
pay on a global basis?

12. The most common approach to expatriate pay is the
balance sheet approach. This approach aims to
equalize purchasing power so employees can enjoy
the same living standard in their foreign posting that
they had at home.

13. A key issue in international labor relations is the
degree to which organized labor can limit the choices

14.

15.

available to an international business. A firm’s ability
to pursue a transnational or global standardization
strategy can be significantly constrained by the
actions of labor unions. \

A principal concern of organized labor is that the
multinational can counter union bargaining power
with threats to move production to another
country.

Organized labor has tried to counter the bargaining
power of multinationals by forming international
labor organizations. In general, these efforts have not
been effective.

1. What are the main advantages and disadvantages of the
ethnocentric, polycentric, and geocentric approaches to

particularly with regard to the use of expatriate
employees and their pay scale?

staffing policy? When is each approach appropriate? 4, In what ways can organized labor constrain the

2. Research suggests that tnany expatriate employees strategic choices of an international business? How can
encounter problems that limit both their effectiveness an international business limit these constraints?
in a foreign posting and their contribution to the 5. Reread the Management Focus on McDonald’s

company when they return home. What are the main
causes and consequences of these problems, and how
might a firm reduce the occurrence of such problems?
3. What is the link between an international business’s
strategy and its human resource management policies,

global compensation practces. How does the
McDonald’s approach help the company take local
differences into account when reviewing the
performance of different country managers and
awarding bonus pay? ‘

Use the globalEDGE website (globaledge.msu.edu) to

complete the following exercises:

1. The impact of strikes and lockouts on business activities
can be substantial. Because your manufacturing
company is planning to expand its operations in the
Asian markets, you have to identfy the couneries where
strikes and lockouts could introduce interruptions to
your operations. Using labor statistics from the
International Labour Organization (ILO) to develop
your report, identify the three Asian countries with the
highest number of strikes and lockouts, as well as the
total numnber of lost worker days. What types of

precautions can your company take to prevent
interruptions from occurring in these markets?

. You work in the human resource department at the

headquarters of a multinational corporation. Your
company is about to send a number of managers
overseas as expatriates (or expats) to France and New
Zealand. You need to create an executive summary
evaluating, comparing, and contrasting the possible
issues expats may encounter in these two countries,
Your manager tells you that a tool called Expat Explorer
created by HSBC can assist you in your task.

after Ross had taken over the top post in the operation. “We had expected
much better performance by now,” Smith sald, “particutarly given your re-
cord of achievement; you need to fix this Jehn! Our patlence is not Infinite.
You know the corparate goal is for a 20 percent return on investment for

It had been a very bad morning for John Ross, the general manager of
MMC's Chinese joint ventura, He had just gotten off the phone wilh his
boss in St Louis, Phit Smith, who was demanding to know why the jolnt
venture's return on investment was stilf in the low single digits four years
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operating unlis, and your unit is not even close lo that." John Ross had &
very bad feefing that Smith had just fired a warning shot across his bow.
Thera was an [mplicit threat underiying Smith’s demands for Improved
performance, For the first time in his 20-year career at MMC, Ross felt that
his job was on the line.

MMC was a U.S.-based multinationat efectronics enterprise with sales
of $2 billion and operations in more than 10 countries. MMC China spe-
cialized In the mass production of printed circut boards for companies in
the celf phone and computer industries. MMC was a joint venture with
Shanghai Electronic Corporation, a former state-owned enterprise that
held 49 percent of the joint-venture equity (MMC held the rest), White
MMC held a majority of the equity, the company had to consult with its
partner before making major investments or changing employment levels.

Jokin Ross had been running MMG China for the past four years. He
had arrivéd at MMC China after a very successful career at MMC, which
includad extended postings In Mexice and Hungary, When he took the
China position, Ross thought that if ke succesded, he would probably be
in line for one of the fop jobs al corporate headguariers within a few
years. Ross had known that he was taking on & chalienge with MMG
China, but nothing prepared kim for what he found there. The jolnt ven-
ture was a mess. Operations were horribly inefficient. Despite fow wages,
productivity was being kilied by poor product quality, fax invertory con-
trols, and high employee turnover. The venture probably employed too
many peopie, but MMC's Chinese pariner seemed to view the venture as
a job-creation program and repeatediy objected to any plans for cutting
the workforce. To make matters worse, MMC China had failed to keep up
with the latest developments in manefacturing technology, and It was fall-
ing behind competitors. Ross was determined to change this, but It had
not been easy:

To improve operations, Ross had put I a request to corporate HR for
two specialists from the United States to work with the Chinese praduction
emptoyees, |t had been a-disaster. One had lasted three manths before
requesting a transfer home for personal reasons. Apgarently, his spouse
hated China. The other had stayed for a year, but he had interacted so
poorly with the focal Chinese employees that he had to be sent back to the
United States. Ross wished that MMG's corporate HR department had done
a better job of selecting and then training these employees for a difficult
foreign posting, but in retrospect he had to admit that he wasn't surprised
at the lack of training; he had never been given any.
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After this failure, Ross had taken a different tack, He had picked four of
his best Chinese production employees and sent them to MMC's LLS.
operations, along with a translator, for a two-month training program fe-
cusing on the latest production techniques. This had worked out much
better. The Chinese had visited efficient MMC factories in the United States,
Mexico, and Brazil and had seen what was possible, They had returned
home fired up to improve operations at MMC China. Within a year they had
introduced a Six Sigma quality control program and improved the flow of
inventory through MMC’s factory. Ross could now watk through the factory
without being appalled by the sight of iarge quantities of inventoty stacked
on the floor or bins full of discarded circuit boards that had falled postas-
sembly quablfy tests. Productivity bad improved as a result, and after three
tough years, MMC China had finally turned a profit,

Apparently this was not good enough for corporate headguarters. Ross
knew that Improving perfermance further would be tough. The market In
China was very competitive, MMG was vying with many other enterprises fo
produge printed circuit boards for targe multinational customers that had
assembly operations in China. The customers were constanily demanding
lowsr prices, and it saemed to Ross that prices were fafling almost as fast
as MMC's costs. Also, Ross was limited in his ability to cut the warkforce by
the demands of his Chinese joint-venture partner. Ross had tried to explain
all this to Phil Smith, but Smith didn't seem to get It. “The man is just a
number cruncher,” thought Ross. “Ha has no sense of the market in China.
He has no idea how hard it is to do business here. 1 have worked dama hard
to turn this operation around, and | am getting no credit for it, none at alt.”

Sources: This s a disguised case history based on interviews undertaken by
the author,

CASE DISCUSSION QUESTIONS

1. Is it right for MME to hold Ross to the same performance goals as
managers of units in other countries? What other appreach might it
adopt?

2. Why had bringing in specialists from the United States not worked at
MMC? Why dic Ross's strategy of sending Chinese employess over to
the Unifed States for training produce befter results? What are the
lessons here?

3. What changes could the HR department at MMC make to improve its
uiilization of human capital and faciitate knowledge transfers within
the company?
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