
International Human Resource Management (IHRM) 

International Human Resource Management (IHRM) has for many years been established as 

an important area in management studies which is also critical for organizations. Currently, 

firms take part in a process of globalization or internationalization that obliges them to be 

competitive in a world market. To maintain competitiveness, firms must innovate and 

develop a greater capacity for reaction than that of their competitors. In this sense, 

appropriate people management can endow firms with the indispensable capacities needed to 

achieve survival and differentiate themselves from their competitors. 

A company’s internationalization means having to adopt an international orientation in all the 

functional activities of the company, such as finance, marketing, production or human 

resource practices. As an example, in the Human Resource (HR) department, HR managers 

will have to  ask themselves questions such as: 

• If the company goes international, what type of employees do they need to hire? Employees 

from the home country (expatriates), or local employees? How will we choose whether to 

send expatriates or use local employees? 

• How can we know how HR practices are conducted in other countries? Is the recruitment 

and selection process the same in the country or countries the company wants to operate in? 

• How do we manage knowledge across geographical and cultural distances? etc.  

Knowing how to manage and deal in an effective way with all the issues involved in IHRM is 

critical to the success of the company. This chapter will cover key issues in IHRM, and after 

reading this chapter, the reader should know about differences between domestic and 

international HRM, the impact of culture in IHRM, alternatives for international staffing, and 

issues related to expatriation and repatriation. The treatment of “international” in the 

management of employees in an organization gives it a certain degree of complexity which 

makes studying it very relevant. 

Domestic human resource management vs. International human resource management: 

HR management refers to those activities which organizations use to effectively and 

efficiently manage their employees (Dolan et al., 2007). These activities include, for 

example, HR planning, recruitment and selection, training, performance appraisal and 

compensation, among others. Among the most important processes which HR departments 

develop are: 

 HR Planning: Which, setting out from the aims and the strategy that the organization 

has established for a specific time horizon, means determining what the need for and 

availability of present and future staff are. 

 The Analysis of the Job Position: Where the aim is to know both what the job 

involves and what is required to correctly carry it out. 

 Recruitment and Selection: Of staff for organizations, through which internal and 

external pro-cesses are set up to find candidates for jobs. 



 Training and Career Management: By which the organization increases the human 

potential and develops the individual through training and the opportunity of 

promotion and development within the organization. 

 Performance Appraisal and Remuneration: By which organizations measure the 

performance of individuals and design the most appropriate systems of compensation 

for motivating and retaining valuable employees.  

The issue is that when we consider International Management, all of these activities become 

more complex (Dolan et al., 2007) and others could also be added. For example: 

•Recruitment and Selection:  The HR departments must take into  account that  the  

contracting needs of MNCs are different from those of firms which only act nationally. For 

instance, questions arise such as whether to select people from the host country or expatriates, 

or what should be the appropriate recruitment sources based on the location, among others. 

•Performance Appraisal: An international  firm’s performance  appraisal  system must  take 

into account the competency of the employees, but it also has to consider intercultural 

personal skills, sensitivity  toward foreign  norms  and  values,  and  the  capacity  to  adapt  

to  new  environments. Therefore, when appraising the managers of MNCs, there must be a 

simultaneous consideration of global performance and the results of the subsidiary. There 

may be factors, such as work legislation and/or market conditions, among others, which 

hinder the measuring and comparison of results. 

•Training: The function of training for international HR departments also has a greater 

complexity. Normally, the decisions about training and improvement are taken based on the 

firm’s degree of internationalization. For example, a firm in an export phase tends to cover its 

specific needs with external staff or professionals. In the regional activity phase, the firm 

should consider the cultural and geographic differences to create training strategies. The 

training of managers of global firms tends to be oriented to increasing their capacity to 

process and exchange social, technological and market tendency information, among other 

skills. 

•Remuneration: The design of a globally appropriate remuneration policy is one of the 

greatest challenges HR departments are faced with. To design and administer an appropriate 

remuneration policy requires a thorough knowledge of the legislation, the customs and the 

employment practices of many countries. The industrial systems and relations are very 

relevant to this function. The economic climate changes quickly and firms must create 

remuneration proposals for their employees that are competitive. The aim is not to design 

global remuneration policies but rather for them to be equitable, fair and uniform for all the 

contexts within the organization. 

The impact of culture- convergence vs. Divergence:  

 



Question that all HR managers should ask themselves is whether the organization should 

implement similar policies in  all  the countries  in  which it operates (convergence or  

standardization) or, on  the other hand, whether each subsidiary should adopt its own HR 

policies, adapting or at least modifying the general policies of the parent company to suit 

local requirements (divergence or localization). This is not a new question, and numerous 

authors have helped to answer it. In this line, studies such as Brewster et al. (2002) pointed 

out that the dilemma for those in charge of MNCs’ HR is often centered on achieving a 

balance between international consistency and local autonomy. In this respect, authors such 

as Festing & Eidems (2011) suggest that firms tend not to standardize an entire HR system 

but center on specific practices in an individualized manner and try to adapt them to each 

context. On other hand, the convergence or divergence of HR policies is also associated 

respectively with the centralization and decentralization of the practices, although there are 

differences (Armstrong & Taylor, 2014) between them. Centralization is the concentration of 

authority and responsibility for decision making in the hands of the top managers. 

Decentralization implies that the authority and responsibility for decision making is dispersed 

among lower levels. Both concepts, centralization and decentralization, have major 

implications for decision making, for the degree of autonomy and for the organizational 

structures. Convergence tends towards a concentration of decision making in the parent 

company and divergence tends towards the decentralization of functions and of decision 

making, granting the subsidiaries greater autonomy. 

In addition, culture is identified in the literature as a key factor in determining the degree of 

convergence or divergence, centralization or decentralization of HR practices. In general, the 

impact which culture has on international relations and on business is recognized as one of 

the most important elements to achieve successful internal businesses. Particularly, culture 

has a significant impact on the establishing of HR policies and practices. Organizations are 

“culture-bound” and management practices are heavily influenced by collectively shared 

values and belief systems. Specifically, the literature indicates that cultural values shape the 

conduct of HRM through the following mechanisms (Sparrow & Hiltrop, 1997): 

• Attitudes and definitions. For example, how an effective manager is defined in different 

countries. Western managers tend to be defined in terms of efficiency, while Eastern 

managers are defined in terms of collaboration and loyalty.  

• Differences in concepts such as distributive justice, social security payments, individualistic 

versus collectivistic rewards, among others. For example, in collectivistic societies, 

relationships are said to be relational, in that people expect their group to care for them in 

exchange for unwavering loyalty. Therefore, HR practices to retain key employees should be 

based on trust more than money. 

• Expectations of the employee’s behaviours, manager-subordinate relationships, employee’s 

performance or motivational incentives. There are cultures in which the opportunity to cover 

spiritual needs (Indians; Arabs) is a greater motivating factor than increases in salary. 



• The way of communicating feedback, face-to-face, differences in levels of power distance, 

and their implications for recruitment, selection processes, negotiation or participation 

processes. For example, Australia, Germany, the UK and the US, have large gender role 

differences, lower equality and a high level of individual freedom. 

• The mind sets used to think about resolving problems or organizational dynamics (ranging 

from more to less impulsive styles). 

The number of studies on culture increased noticeably from the 1960s (Urteaga, 2009), and in 

the 80s interest in this topic soared due fundamentally to the attempt to understand the 

elements that had led to Japan having a prime place in the world economy, as well as the 

relationship between culture and performance inside the firm.  

From this increasing interest in understanding the influence that culture has in IHRM, it could 

be said that, in general, there are two strands of thought with respect to the role played by 

culture in current society and in businesses (Al Ariss & Sidani, 2016): 

•Convergent Strand: This maintains that the world will converge toward what we know as 

Western culture, due in part to the globalization process. From this perspective, HRM 

practices are standardisable worldwide, irrespective of the country and the culture which is 

concerned. Friedman (2005) follows this line of thought and distinguishes three events in the 

course of history which have contributed to convergence:  

 Globalization 1.0 or globalization of countries (1492 to 1800). This begins with the 

discovery of America and is characterized by the powers which seek riches through 

new conquests.  

 Globalization 2.0 or globalization of MNCs, (1800 to 2000). Caused by the 

appearance and development of the major companies  and  unified markets (EEC,  

NAFTA, etc.). The most important industrial advances appear in this period.  

 Globalization 3.0 or globalization of people, (2000 until now). This period is 

characterized by the advance of information technologies capable of connecting 

people (and firms) from anywhere in the world. 

•Divergent Strand: This  maintains  that  there will  continue to  be  a  diversity  of cultures  

in  the world due mainly to the influence of numerous religions (such as Islam). Its followers 

do not agree that the same set of HR practices is applicable regardless of the international 

context.  

To a manager wanting to internationalize his or her company, or wanting to manage their 

employees, it is important to understand how culture influences IHRM, and if culture follows 

a convergent or divergent path.  

Jackson (2002) provides a reference framework to explain how culture affects HRM. 

Specifically, he proposes the concept of “locus of human value” which means the 

management’s perceptions of the value of people in the organization1. According to Hofstede 

& McCrae (2004, p. 58), culture is characterized by: being collective and not individual; it is 



externalized through behaviours; and it is common for many people, but not for everyone. 

Following these authors, it is established that culture is made up of certain values, symbols, 

beliefs and attitudes which help to differentiate the ways of thinking and acting of a group of 

people. Being born in a specific country or region also determines the way in which people 

react to certain events, and culture explains in part these variations in behaviour and helps to 

make clear a person’s or a group’s way of acting. An important question which many of the 

studies in this field tackle is how it is possible to discover the cultural differences between 

countries and how to elaborate a tool which enables the measuring of a specific culture. Its 

recognition and measurement would allow the establishing of orientations and guidelines for 

decision making in terms of HR policies and practices, among other matters. In this respect, 

one of the most relevant and generally accepted works is that of Hofstede and its cultural 

dimensions. 

In the 70s, Geert Hofstede identified and quantified four dimensions of national culture which 

explained differences in response and that he called “cultural dimensions.” These are: 

1. Power distance (the degree to which societies accept that the power in institutions and 

organizations is unequally distributed); when a society scores high in power distance, people 

accept power inequality without question; people tend to value concepts like tradition, and 

organizations tend to be highly hierarchical. The power distance cultural dimension 

determines the way in which people prefer to be managed, and the way in which they make 

decisions, for example, in a more or less participative managing style. 

2. Individualism (the degree to which people are integrated into groups or put their interest 

before that of the group). Individualism is the cultural belief that the individual comes first. In 

individualistic countries, people are concerned about themselves and their families, rather 

than others. At the other extreme, collectivist cultures value the overall good of the group. 

People subordinate their own interests to those of the group. In highly individualistic 

societies, people are oriented to self-achievement. 

3. Masculinity (the degree to which the dominant values of a society are assertiveness, 

acquiring material goods, and not caring for others). The other extreme is femininity. When a 

country scores high in femininity, nurturing roles are emphasized and equal roles between 

men and women are evident. Societies scoring high in femininity tend to build a health 

system which is free and accessible to all the population. 

4. Uncertainty  avoidance  (the  degree  to  which  a society  prefers  certain  events  and  

avoids risk).Countries with strong uncertainty avoidance prefer more structure,  resulting in 

explicit rules of behaviour. Spain is an example of a country which scores high in this 

dimension.  

According to Hofstede (1980), a cultural dimension is a mental program which distinguishes 

those who make up  a group, due to their having been exposed to similar  experiences  and  

having the same education. These conditioners affect the behaviour of societies but also that  

of organizations and  are characterized by being persistent over time.  



Hofstede’s dimensions are used to establish the cultural distance between countries.  This 

cultural distance is measured using the average difference between the origin country and the 

destination country (see Hofstede, 1980, 2001; House et al., 2004). In this framework, 

“cultural distance” can also be defined as “the distance perceived between the home country 

and the host country, in terms of culture, economic system and business practices” (Hill et al., 

1990, p. 122). Hofstede’s work showed that there are cultural groups which revolve around 

the cultural dimensions at  the  geographical level. This researcher developed a method to 

identify the cultural patterns of each group. This is done in such a way that each culture finds 

a pattern defined for each of the dimensions and each culture is defined in terms of the values 

attained in each of these dimensions. Yet, the interpretation of the cultural dimensions is 

carried out in relative terms and in comparison, with other cultures. For example, the Spanish 

culture obtains an average value in power distance, but in comparison to Sweden it could be 

said that the power distance in Spain is much greater than it is in Sweden. HR practices can 

be standardized or adapted to each cultural characteristic from each country. Such a decision 

will depend upon whether the firm goes with the same HR policy worldwide or not (always 

in coherence with the general business strategy). 

Impact of globalization on human resource management: So far India is 

concerned; the degree of globalization is quite low. India is at the bottom of the 42 countries 

in the globalization index and with regard to per capita income gains due to globalization. In 

the context of human resource management, globalization has the following impact:  

Impact on pattern of Employment: Globalization has changed pattern of employment 

considerably by forcing business organizations to organize their business around their core 

competence to face competitive threats effectively. In the globalization era, the primary 

means of developing competitive advantage at the market place is no longer the physical and 

financial resources but the human resources. 

 Impact on Human resource Development: Globalization paves the way for rapid 

technological development and assimilation. With the result, any new technology is made 

available to various users necessitating new skills in human resources. So that human 

resource is capable of working in the changing work environment which is resulted by 

globalization.  

Impact on Employee Expectations: Globalization has serious socio-cultural implications. It 

raises the expectations of people of a country in the form of international demonstration 

effect. Because of international demonstration effect, expectations of employees increase 

significantly. These expectations are not only in the form of increased monetary 

compensation but are also in the form of the treatment that should be given to them.  

Impact on Work practices: Globalization brings contemporary management practices in 

organization including those relevant for work practices. Many newer concepts have been 

adopted by Indian organizations in managing their human resource because of globalization. 

Some of the concepts are employee empowerment, work-life balance, alternate work 

schedule options etc.  


