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their “liabilities of origin.” However, our understanding of the specific challenges
involved in the implementation of such practices by firms across different national
and subsidiary contexts remains limited. Drawing on evidence from a case study of a
South Korean MNE, we examine the extent to which, and ways in which, global
HRM policies mimicking U.S. practices are implemented across its sales, manufactur-
ing, and research and development subsidiaries in the United States and India. We
find discernible differences in the implementation of the global policies both between
the two host country sites and across the three function-specific subsidiaries in each
country, identifying a range of national and subsidiary-specific factors that inform
these variable implementation outcomes. In addition to legitimacy challenges related
to the source, appropriateness, and process of transfer, we note a unique form of
legitimacy challenge—“the liability of mimicry”"—whereby local actors can challenge
head office policies on the basis of a claim to superior expertise in the dominant prac-

tices, as a particular concern of MNEs from emerging economies.
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1 | INTRODUCTION

practices. This tendency, widely known as the “country-of-origin

effect,” is well documented in the cases of MNEs from developed

The transfer of human resource management (HRM) policies within
multinational enterprises (MNEs) has been one of the most exten-
sively researched themes in the field of International HRM
(Bjorkman & Welch, 2015; Cooke, Wood, Wang, & Veen, 2019). Many
MNEs aim to transfer and implement what they perceive as legitimate
HRM policies in their foreign subsidiaries (Bjérkman, 2006), and gen-

erally, the source of the transferred practices tends to be parent firms'

economies (Almond et al.,, 2005; Ferner, Almond, & Colling, 2005;
Pudelko & Harzing, 2007). However, there is increasing evidence that
businesses from lately industrialized or less advanced economies
(emerging economy MNEs, or EMNESs) may be reluctant to transfer
parent company policies. Instead, they tend to “borrow” and transfer
HRM policies sourced from a dominant economy, most typically the

United States—often seen as the home of “global best practices”
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(Aguzzoli & Geary, 2014; Andreeva, Festing, Minbaeva, &
Muratbekova-Touron, 2014; Demirbag, Tatoglu, & Wilkinson, 2016;
Pudelko & Harzing, 2007; Zhu, 2019). The intention is that such mim-
icry brings the MNEs' HRM policies in line with modern practice and
makes transfer, even to subsidiaries in more developed countries, sim-
pler. In some cases, subsidiaries in advanced economies are set up in a
polycentric and adaptive approach precisely for the capture and diffu-
sion of such global best practices (Patel, Sinha, Bhanugopan, Boyle, &
Bray, 2018), but the mimicry also widely involves dominance effects
that are diffused globally through multiple channels (Edwards
etal, 2013).

While EMNEs' attempts to distribute “best practice” HRM policies
across their subsidiaries may contribute to the global convergence of
policies, it is still unclear whether and how HRM policies sourced from
a non-home-country origin are translated into practices in subsidi-
aries, given the mixed evidence on transfer outcomes (Aguzzoli &
Geary, 2014; Demirbag et al., 2016). As the externally sourced policies
are not embedded in the home country, headquarter's (HQ) actors
potentially have limited experience of implementing and utilizing
them. This raises distinct challenges that may be different from the
case of parent-practice transfer in developed country's MNEs, where
HQ actors have the most expertise in the transferred practices. As
evidence on the transfer of externally sourced dominant practices
grows with the increasing number and influence of EMNEs (Thite,
Wilkinson, & Shah, 2012), the dynamics of such transfer demand more
attention.

To extend our understanding of this emerging phenomenon, we
examine the extent to which, and the manner in which, HRM policies
sourced from a dominant economy are implemented by an MNE
across its subsidiaries in economies that are both more and less devel-
oped than its home country. Our findings offer important insights into
international HRM in two respects. First, they build on efforts to gain
a better understanding of how the transfer of HRM practices in
EMNEs, which are becoming increasingly “prominent” (Wilkinson,
Wood, & Demirbag, 2014, p. 835), remain “distinctive and different
from” (ibid.: 841) what has hitherto been observed in developed coun-
try's MNEs. More specifically, they demonstrate how the formulation
and implementation of “global best practices” of EMNEs have com-
plex, multivariate, and even idiosyncratic dynamics which cannot be
uniformly linked to the tendency toward global convergence or
national divergence. Second, our findings also draw attention to some
distinct factors that affect the transfer of practices, but which have
previously received little attention.

Our study uses evidence from a relatively novel research
setting—an MNE in the global automotive industry, from South Korea,
and its sales, manufacturing, and research and development (R&D)
subsidiaries in the United States and India. While South Korean MNEs
are from an “advanced” emerging economy that has reached devel-
oped economy standards by certain criteria (Kim, Kim, &
Hoskisson, 2010), they are still impacted by rapid institutional changes
in employment practices in their home country with limited status in
the global economy, like many other EMNEs (Debroux et al., 2018).
We contend that cases of South Korean MNEs deserve particular

attention in theorizing the practices of EMNEs. Their experiences can
not only tell us how EMNE practices differ from those of advanced
economy MNEs, but also help us anticipate the changing nature of
MNE activity in general, as further EMNEs come of age (Khanna &
Palepu, 2006). In addition, our research setting allows for a compari-
son of global policy implementation in subsidiaries in two host coun-
tries with different positions in the hierarchy of national economies
(Smith & Meiksins, 1995) relative to the MNE's home country. While
comparative national contexts may involve differences in institutional
maturity (Khanna, Palepu, & Sinha, 2005; Thite et al., 2012) that may
affect the implementation of “best practice” HRM policies across the
subsidiaries, this has not been exhaustively studied empirically. Fur-
thermore, studying a sales, manufacturing, and R&D function subsidi-
ary in each host country enables us to highlight how local adaptation
of global HRM policies may vary across subsidiary functions even
within the same host country.

Our study makes several contributions to the theory of HRM
practice transfer in MNEs. First, the case of transferring best practice-
based global policies by the South Korean MNE contributes to our
understanding of the importance of legitimacy in the transfer of HRM
practices by illuminating the multiple legitimacy challenges that arise.
Despite the mimicking and adoption of “global best practices,” the
firm still faced considerable challenges in implementing these across
subsidiaries, partly due to a lack of professional legitimacy, as well as
the hierarchical management style deeply ingrained in its home coun-
try. In particular, we find a novel form of local resistance based on the
claimed asymmetry of expertise between HQ and subsidiary actors.
We propose that a framework of multiple legitimacy challenges based
around legitimacy of source, appropriateness, transfer process, and
expertise—could offer a theoretical lens to better understand the
transfer of HRM practices in wider populations of MNEs.

Second, we suggest that the home country effect in the context
of certain MNEs, particularly those from less advanced economies,
needs to be understood more broadly than the formal practice dimen-
sion. The liabilities of origin—the legitimacy challenges created by the
country of origin—manifest across multiple dimensions including for-
mal practices as well as informal processes of transfer.

Finally, the study sheds light on the multi-layered nature of local
contexts by highlighting the different extents of implementation of
the global policies, depending on the level of development of a host
country relative to the home country and the pervasive influence of
subsidiary-specific factors such as function.

2 | TRANSFERRING HRM PRACTICES IN
MNEs: THE STRUGGLE FOR LEGITIMACY

Institutional theories have provided an important foundation for stud-
ies of the transfer of managerial practices, including HRM practices,
within MNEs (Bjorkman, 2006). A “universal” approach based on the
assumption that the same effective practices can be applied across
different national settings has been extensively challenged by institu-

tionalist arguments (Demirbag et al., 2016). Earlier institutionalist
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studies have convincingly proposed that the MNE is defined by a
“institutional duality” (Kostova, 1999), where its efforts to transfer
standardized practices are subject to local adaptation due to isomor-
phic pressures emanating from a host country (Ferner et al., 2005). It
has since become commonly agreed that coercive, mimetic, and nor-
mative pressures (DiMaggio & Powell, 1983) that inform the legiti-
macy of firms in given organizational fields regularly force MNE
subsidiaries to follow practices embedded in the host country rather
than following parent practices (Rosenzweig & Nohria, 1994;
Westney, 1993).

Comparative institutional theories take a somewhat different
approaches to characterizing the impact of institutions on MNE prac-
tice and practice transfer (Aguzzoli & Geary, 2014; Boussebaa, Mor-
gan, & Sturdy, 2012; Brewster, Wood, & Brookes, 2008). Though
variants exist, they broadly aim to explain how distinct national insti-
tutional configurations shape a particular pattern of practice in a
country. In the context of MNE organizations, Morgan et al. suggest a
multi-layered institutional framework to understand practice transfer
(Boussebaa et al., 2012; Morgan, 2012; Morgan & Kristensen, 2006).
Accordingly, not only national institutional configurations of the home
and host countries, but also an MNE's “transnational logic of appropri-
ateness” and its “transnational embeddedness” in a meta-institutional
field beyond national spheres help shape practice transfer in its global
network (Boussebaa et al., 2012, p. 469). The agency of a range of
actors inside the “contested terrain” of the multinational matters criti-
cally, too. The transfer and implementation of HRM practices within
MNEs are legitimacy-seeking endeavors involving various actors
across multiple institutional contexts (Dérrenbacher & Geppert, 2011;
Edwards & Belanger, 2009; Morgan & Kristensen, 2006). In particular,
local managers in a subsidiary can play a critical role as “interpreters”
of the limitations and possibilities of corporate action and may mount
resistance based on power resources such as knowledge of distinct
local practices and relationships with local stakeholders (Demirbag
et al., 2016; Ferner et al., 2005; Klimkeit & Reihlen, 2016).

HQ actors' views on the appropriate HRM practices to be trans-
ferred are themselves influenced by the institutional context of the
home country (Almond et al., 2005; Ferner, 1997). When established
developed-country's MNEs attempt to transfer HRM practices to sub-
sidiaries, they may by default draw on their parent practices as the
key source (Almond et al.,, 2005). This country-of-origin-effect has
been found in various empirical studies of MNEs from developed
countries: For example, in the UK subsidiaries of U.S. MNEs (Ferner
et al., 2004); UK and Spanish subsidiaries of German MNEs (Ferner,
Quintanilla, & Varul, 2001), Chinese subsidiaries of Japanese MNEs
(Furusawa & Brewster, 2018; Gamble, 2010), and Chinese subsidiaries
of UK MNEs (Gamble, 2006).

While the legitimacy of parent policies could be challenged by
subsidiary actors in terms of their appropriateness in a particular local
context, some MNEs question them as a legitimate source for practice
transfer and instead choose to adopt and transfer third-party prac-
tices—“global best practice”—sourced from a dominant economy as a
template for their global policies (Aguzzoli & Geary, 2014; Boussebaa
et al., 2012; Demirbag et al., 2016). National economies with greater

power and influence in the global political economic hierarchy exert a
“dominance effect” (Smith & Meiksins, 1995), which means “global
best practices” are shaped by the institutional legacies of powerful
countries—at present, mainly the United States (Pudelko &
Harzing, 2007).

This tendency to transfer third-party practices, rather than
exporting parent practices, has often been reported in the cases of
MNEs from non-traditional origins including newly developed econ-
omies, such as South Korea or Taiwan, or emerging economies, such
as China or Brazil (Chang, Mellahi, & Wilkinson, 2009; Cooke, 2014;
Edwards, Schnyder, & Fortwengel, 2019; Geary, Aguzzoli, &
Lengler, 2017; Glover & Wilkinson, 2007). These EMNEs face dis-
tinct challenges in internationalizing their businesses (Luo &
2007), “liability  of
(Ramachandran & Pant, 2010) or the “liability of emergingness”
(Madhok & Keyhani, 2012). These include their attempts to interna-
tionalize without strong managerial resources (Peng, 2012) to man-

Tung, encapsulated as the origin”

age, with limited organizational capabilities, the demands of highly
developed host countries (Barnard, 2010), and a lack of experience
and established practices from their home base—plus their self-
doubt
(Ramachandran & Pant, 2010). The home country institutional links

regarding the legitimacy of their own practices
can also often lead to liabilities for EMNEs, including those due to
their close links with home country governments (Khan, Wood,
Tarba, Rao-Nicholson, & He, 2018), their perceived low standards of
corporate governance and transparency (Ouyang, Liu, Chen, Li, &
Qin, 2019), and institutional voids that constrain the development of
critical competencies (Meyer & Xin, 2018). To overcome the liability
of origin, they may pursue rapid internationalization to catch-up
quickly with MNEs from developed economies (Luo & Tung, 2007,
Madhok & Keyhani, 2012) by exploiting available resources from the
globalized economy (Ramamurti, 2012), such as HRM practices.
Indeed, most research into EMNE subsidiaries in mature, advanced
markets have focused on the strategic purpose of these units for
organizational learning (Jackson, 2014), and especially their “best
practice” capture for reverse diffusion (Zhang & Edwards, 2007).

Are these examples of mimicry a way for MNEs to overcome the
legitimacy challenge? Arguably, the transfer of such policies within
MNEs may contribute to global convergence around dominant prac-
tices, if they are accepted and implemented in the subsidiaries (Geary
et al., 2017). A recent study illustrates how a Brazilian MNE in mining
and metals refining could transfer its global HRM policies—influenced
by U.S. firms—to institutionally well-established economies in North
America and Europe (Geary et al., 2017).

However, a similar level of HQ dominance across subsidiaries is
less likely in EMNESs that have recently established themselves in an
industry, such as automobiles, that still has very powerful players from
advanced economies, including the United States (Lee, Paik, Cave, &
Jung, 2018). An MNE's global position in an industry and the extent of
host countries' reliance on foreign direct investment might affect its
ability to disseminate policies across subsidiaries (Geary et al., 2017).
There is considerable variation across industries, particularly when the

third-party practices are neither strongly embedded in an MNE's
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home country nor extensively applied at HQ before the transfer
(Cooke, 2014).

Notwithstanding some recent studies, there remains a dearth
of research examining subsidiary responses to, and the implemen-
tation of, “global best practice” in MNEs. We contend that the fol-
lowing aspects of local contexts shape the dissemination of global
HRM policies in MNEs. First, national institutional conditions for a
subsidiary and power relations between HQ and the subsidiary
vary depending on the host country's relative status in the hierar-
chy of national economies (Khanna et al., 2005; Smith &
Meiksins, 1995). The level of economic development is correlated
with significant institutional differences between countries (Thite
et al., 2012), with unique, relatively mature, and stable national
institutional arrangements in developed economies. These have
considerable influence on subsidiary HRM practices of MNEs
(Almond et al., 2005). Less developed economies undergoing rapid
transitions can be expected to have less stable institutional infra-
structures in, for example, educational and legal systems. In such
circumstances, MNEs tend to have greater power, and hence more
autonomy, but may also face challenges such as skill shortages and
strong competition for available talent from other MNEs and local
firms (Beamond, Farndale, & Hartel, 2016).

Second, recent institutionalist analysis has recognized that the
subsidiary's function also matters in HRM practice transfer
(Almond, 2011; Monaghan, Gunnigle, & Lavelle, 2014), with different
levels of HQ monitoring between higher- and lower skill-
concentrated subsidiaries (Edwards, Tregaskis, Collings, Jalette, &
Susaeta, 2013) allowing potential variation in the implementation of
global HRM policies. The specific local context may be substantially
different for functions such as sales, manufacturing or R&D across
different locations in a host country because of differences in the
type of workforce employed in each function and the dynamics of
specific local labor markets. Consequently, both the national and the
functional contexts may become power resources for subsidiary
actors articulating and legitimatizing their interpretations of global
HRM policies.

Considering these two particular local contexts, we aim to
develop our understanding of third-party HRM practice transfer by
addressing the following research questions: To what extent, and
how, are “best-practice” global HRM policies transferred and
implemented by an EMNE in subsidiaries (a) in developing and
developed economies; (b) across multiple subsidiaries in each
country such as R&D, manufacturing, and sales. Although one may
expect the particular local contexts will affect the transfer of HRM
practices, we aim to examine whether an MNE from a newly indus-
trialized economy in a competitive industry can overcome the
legitimacy challenges in terms of “source” and “appropriateness” of
the practices in such local contexts by mimicking and disseminat-
ing “best-practice” HRM policies. We suggest that the findings in
relation to these two research questions also offer important
insights into whether the adoption of “best-practice” policies by
MNEs might significantly contribute to the global convergence of

HRM practices.

3 | THEINSTITUTIONAL CONTEXT OF
HRM IN ASOUTH KOREA MNE

We outline the context of our research sites: The South Korean back-
ground of the MNE and the U.S. and Indian subsidiaries. South Korea
is often categorized as an advanced Asian economy (Witt &
Redding, 2013) or an “advanced emerging” economy (Kim et al., 2010,
p. 1148), featuring characteristics of a developed economy as well as
of an emerging Asian capitalism (Carney, Gedajlovic & Yang, 2009;
Witt, 2014). On the one hand, since the Asian financial crisis in 1997,
the Korean business system has shown tendencies of deregulation
and liberalization, moving toward a more market-oriented economic
model, with some evidence of the growth in performance-driven man-
agerial practices. On the other hand, the economy still retains impor-
tant elements of the traditional government-led developmental
model, with continued dominance of family-controlled conglomerates,
the significance of informal and social control, and top-down decision
making practices with limited delegation (Witt, 2014; Witt &
Redding, 2013).

The characteristics of the Korean business system strongly affect
HRM practices in Korean firms. HRM practices in Korean firms were
traditionally paternalistic, heavily influenced by Japanese practices
and the Confucian tradition, and built on internal labor markets and a
seniority-based approach (Bae & Rowley, 2003). The Asian financial
crisis in 1997 led to dramatic changes in HRM as these traditional
approaches were blamed for causing the loss of competitiveness of
Korean firms (Debroux et al., 2018). Many firms introduced individual
performance-based approaches and more flexible labor market poli-
cies, seen as “global standards,” largely modeled on U.S.-based ideals
(Horak & Yang, 2019; Kim & Bae, 2017). However, the implementa-
tion of these practices varied significantly across firms, and changes
are still in progress (Horak & Yang, 2019; Kim & Bae, 2017; Rowley,
Bae, Horak, & Bacouel-Jentjens, 2017).

The rapid growth of the Korean economy since the late 60s has
been largely attributed to the significant role of dominant business
organizations known as Chaebols—large, diversified, and family-
controlled conglomerates—with strong support from the Korean gov-
ernment (Whitley, 1991). One of the key characteristics of Chaebols is
an authoritarian management style based on a highly centralized and
hierarchical mode of control with personal authority and domination
by the founders' families (Whitley, 1991; Whitley & Zhang, 2016;
Witt, 2014). Most large Korean MNEs are part of Chaebols and thus
the key features of Chaebols are deeply ingrained in the management
practices and styles of Korean MNEs, including their foreign subsidi-
aries (Glover & Wilkinson, 2007; Zou & Lansbury, 2009).

The Korean economy has internationalized rapidly in recent
decades (UNCTAD, 2016) and Korean MNEs have begun to develop
their approaches to international HRM. There is widespread adoption
of U.S.-influenced “global standards” in firms' IHRM policies
(Yang, 2015), in part due to the lack of strongly established home
country practices. Despite this, Korean MNEs have largely maintained
the traditional hierarchical and authoritarian management style,

including in their foreign operations (Glover & Wilkinson, 2007;
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Horak & Yang, 2019). Managing the potential tensions between the
espoused “best practice”-centered HRM policies and the traditional
hierarchical management style is a key challenge for Korean MNEs
(Horak & Yang, 2019; Kang & Shen, 2015, 2016).

31 |
contexts

The United States and Indian subsidiary

The United States is often seen as a paradigmatic institutional con-
text, particularly in relation to HRM practices. The American business
system imposes few restrictions on employment practices (Ferner
et al,, 2005), allowing firms the freedom to develop HRM practices
intended to enhance workforce flexibility and performance in order,
ultimately, to serve the interests of shareholders (Beer, Boselie, &
Brewster, 2015). The rhetoric and, to some extent, the practices of
HRM in the United States were introduced widely across the world,
including in South Korea and India.

U.S. subsidiaries of Korean MNEs therefore occupy a contradic-
tory context: They are in an inferior position to HQ in the organiza-
tional hierarchy, but they are located in a national economy that
occupies a dominant position in the hierarchy of national economies
(Smith & Meiksins, 1995), which remains the source of the “global
HRM practices” that Korean parent companies are eager to adopt.

The other host country in our study, India, provides a contrasting
context of a major emerging economy. As in the South Korean case,
HRM practices in India have historically been subject to external influ-
ences. While some commentators have emphasized the cultural speci-
ficity of management styles and practices (Budhwar, 2000; Cappelli,
Singh, Singh, & Useem, 2010), formal personnel functions have
broadly reflected those of the ex-colonial power and recent economic
liberalization and FDI have further precipitated rapid, if patchy,
change (Budhwar & Varma, 2012). Foreign companies have tradition-
ally opted to adapt to local practices in India (Bjorkman &
Budhwar, 2007), but have recently contributed to change in HRM
practices where certain sectors such as information technology and
business process outsourcing now emerge as relying widely on “best
practices” aligned with those in developed economies (Patel
et al., 2018).

Given the lack of widely established local practices in this less
consolidated institutional context, and the strong influences of MNEs
there (Becker-Ritterspach & Raaijman, 2013), we might expect weaker
local resistance to the transfer of HRM practices to India. India's non-
dominant position in the hierarchy of national economies is grounds
for expecting more positive attitudes by Indian subsidiaries toward
best-practice-based global HRM policies (Thite et al., 2012) by an
MNE from a more advanced economy.

4 | METHODS

In order to explore the complex interactions between multiple contex-

tual influences and various actors' involvement in the implementation

of global HRM policies across the subsidiaries, we adopted a multi-site
case study of a large Korean MNE in the highly competitive auto
industry. This is a global industry which is more internationally coordi-
nated and interdependent than most (Schlie & Yip, 2000), and hence a
globally oriented approach to HRM might be expected. The case study
approach is appropriate for our purposes as it permits the detailed
examination of complex relationships among lesser known factors in a
novel context. Our study responds to calls for a return to the use of
case studies to provide the rich data necessary to understand the
complexity of international business (Doz, 2011).

We refer to our case company using the pseudonym “K-Auto.” K-
Auto is affiliated with one of the largest Chaebols in South Korea,
focusing on auto-related industries from steel manufacturing to auto
financial services. It consists of two auto makers which have their
own brands and designs but share a common platform for each type
of car and utilize shared R&D functions. K-Auto shows a high degree
of internationalization as a major global player in the industry, with a
sales volume of US$55.1 billion and with an overseas sales ratio of
75% in 2010. It has achieved significant growth in emerging as well as
developed economies. In 2011, the company was the second largest
automotive firm in India, while in the United States, it was one of the
top five auto companies by sales volume. A corporate HRM function
is responsible for HRM in both car makers, developing IHRM strate-
gies and policies for all their subsidiaries. “Globalizing” HRM activities
have been a key corporate-level strategic initiative in K-Auto and the
firm has made intensive efforts to implement global HRM policies
across all their subsidiaries in recent years.

At the corporate level, data were collected at the HQ of K-Auto
in South Korea to identify their strategic approach to subsidiary HRM
policies, particularly in terms of standardization versus localization and
the rationales behind their approach. To examine the implementation
of HRM policies at the subsidiary level, we chose India and the United
States as the host country sites for two reasons. First, they represent
an emerging and a developed economy, respectively. Second, the
company has multiple subsidiaries of three functions, sales,
manufacturing, and R&D, each in a separate location, in both coun-
tries (Table 1). All the subsidiaries were established by K-Auto. Com-

parisons between the six subsidiaries allowed us to examine the

TABLE 1  Profile of subsidiaries of the case company
Subsidiary function/host Location Year of
country establishment
India sales New Delhi 1996

India research and Hyderabad 2006

development (R&D)
India manufacturing Chennai 1998
U.S. sales Irvine, CA 1992
U.S. R&D Ann Arbor, 1986
Mi
U.S. manufacturing West Point, 2009
GA

Source: Company internal document.
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TABLE 2  Summary of the global HRM policies

HRM practice areas Component of global HRM policies CHQ guide for standardization®

Job and grade Job classification: job family Mandatory®
Job classification: job list Mandatory
Job description: category Recommendatory®
Job description: content Recommendatory
Grade: number Mandatory
Grade: criteria/definition Mandatory
Grade: title Mandatory
Promotion: requirement/criteria Mandatory
Promotion: process Recommendatory

Recruitment and selection Recruiting methods Localized®
Recruiting message Localized
Selection: criteria Mandatory
Selection: HR interview Mandatory
Selection: other assessor Recommendatory
Selection: process Recommendatory
Selection: assessment tools Recommendatory

Learning and development Succession planning: executive pool Mandatory
Succession planning: high potential talent Recommendatory
Learning program: leader Mandatory
Learning program: Common competency Mandatory
Learning program: profession/job related Recommendatory
Learning delivery/operation Recommendatory

Performance management Performance evaluation factor Mandatory
Performance measurement item Recommendatory
Weighting of evaluation factors Mandatory
Performance rating scale Mandatory
Forced distribution ratio® Recommendatory
Evaluation cycle/frequency Mandatory
Performance management process Mandatory
Performance evaluation assessor Recommendatory
Performance management form Recommendatory
Linkages to other HR applications Recommendatory
Common competency Mandatory
Leadership competency Mandatory
Job skill/competency Recommendatory
Competency assessment process Mandatory
Competency assessor Recommendatory
Competency assessment rating scale Mandatory

Compensation and benefit Pay philosophy—pay for performance Mandatory
Employee pay structure Recommendatory
Employee base pay range Recommendatory
Employee base pay increase Recommendatory
Employee incentive Recommendatory
Employee benefit Localized

Abbreviations: CHQ, corporate headquarters; HQ, headquarters; HRM, human resource management.

2CHQ guide for standardization: Corporate HQ's guideline regarding the area for standardization of subsidiary HRM practice.

®Mandatory (bold): Required to follow globally common standards; Recommendatory: the global standard guideline exists for this area, but allowing subsid-
iary discretion whether to adopt or modify the standard; Localized: local delegation without any guideline.

“Changed from Mandatory to Recommendatory.
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potential variation between economies and between functions within
an economy.

The main sources of data were in-depth interviews and supple-
mental documentation. Forty-two interviews were conducted, includ-
ing 5 at the corporate HQ in South Korea, 17 in the three subsidiaries
in India, and 20 in the three U.S. subsidiaries. Interviewees were
selected who had been directly involved in developing and
implementing HRM policies at HQ and the subsidiaries. They were
senior managers or executives in the corporate HRM department and
those in the subsidiaries, including local HRM managers and expatriate
HRM specialists. In addition, to understand non-HRM line managers'
views on the implementation of global HRM policies, the head of each
subsidiary and local line managers in each subsidiary, randomly
selected from different departments, were interviewed. Documents
such as corporate annual reports and the global HRM policy guide-
lines were reviewed to ensure awareness of the firm's strategic direc-
tions in business and employment management.

The interviews combined structured and semi-structured compo-
nents. To enable systematic comparative analyses between corporate
HQ's HRM policies and each subsidiary's HRM practices, as well as
among the practices of the six subsidiaries, a structured template was
used to examine detailed components of a range of five HRM practice
areas, covering the firm's global HRM policies. These were (a) job and
employee grade systems, (b) recruitment and selection, (c) learning
and development, (d) employee performance management, and
(e) rewards and benefits. The interview template was developed by
reviewing corporate HRM policy guidelines and identifying 44 compo-
nents across the five HRM practice areas (Table 2). The template for
HQ interviews comprised (a) a list of the 44 components of the five
HRM practices, (b) assessment categories (mandatory standardization;
recommendatory; localized—see in the following for details) for each
component of HRM practices, and (c) an open-ended question to
explore rationales of pursuing a particular option among the assess-
ment categories. The template for subsidiary interviews was the same
as the HQ's except the assessment categories (see in the following for
details).

The corporate HQ's global HRM guidelines clearly indicated
whether each of the specific components of subsidiary HRM practice
should be standardized by categorizing each component into one of
three groups: (a) “mandatory standardization"—subsidiaries must fol-
low the global common standards; (b) “recommendatory”—subsidiaries
have discretion as to whether to adopt or adapt the standard; and
(c) “localized"—where there are no global guidelines (Table 2). The
global HRM policy guideline document includes detailed design
descriptions for each mandatory or recommendatory component. In
the interviews at corporate HQ, interviewees were asked to explain
the global HRM policy guideline document which includes the classifi-
cation of the components of HRM practices based on these catego-
ries, the rationales with regard to the choices of the components for
global standardization or localization, and the details of each standard
component of their global HRM policies.

In subsidiary interviews, local HRM managers were asked to

assess the degree of implementation of the global HRM policy

guideline by choosing one of the three categories for each of the
44 components of global HRM policies in the template: Do they, and
why and how do they: (a) adopt the global standard guideline,
(b) modify the global standard guideline to accommodate local needs,
or (c) utilize HRM practices developed locally to accommodate local
needs? To increase credibility of data by using multiple observers, the
initial assessments by local HRM managers were reviewed by HRM
specialist expatriates assigned to coordinate HRM activities in the
subsidiaries. In most cases, the assessment was confirmed without
disagreement, but if there was any disagreement, other local man-
agers' views were sought to amend or confirm the initial assessment
and further evidence obtained regarding implementation of the poli-
cies. Each interview lasted from 60 to 90 min. Interviews with local
managers in India and the United States were conducted in English
and those with corporate managers and expatriate managers were
conducted in Korean. All the interviews, except two, were recorded,
with the interviewees' permission, and transcribed. The two non-
recorded interviews were extensively noted during the interviews and
notes transcribed shortly after the interviews. The interviews in
Korean were not translated, so as not to miss original nuances, and
only the quotes used in this paper were translated by the first author,
who is competent in both languages and did the data analysis.

For the structured components of the interviews, data coding
was straightforward. After coding the data into the predefined cate-
gories, we identified patterns of similarities and differences in the
degree of implementation of the global HRM policies in the six subsid-
iaries across the 44 components of HRM practices. For the semi-
structured components, we followed an analysis procedure, informed
by principles and practices of inductive data analysis (Gioia, Corley, &
Hamilton, 2013). First, accounts of the development and implementa-
tion of global HRM policies were categorized into broad categories
such as HQ intentions and acceptance, adaptation, and rejection in
subsidiary responses. Second, each account was given an emergent
code describing and summarizing the key themes of each account.
Third, the emergent codes were grouped into codes of higher-level
concepts through inductive reasoning. Fourth, the codes from the
analysis of individual interview data were aggregated at HQ or subsid-
iary level and reviewed. By comparing the codes from multiple
respondents in each organizational unit, the initial codes were vali-
dated and refined to reflect common views at HQ or at a subsidiary.
Finally, we compared HQ and the subsidiaries, as well as the different
countries and functions, in order to examine common or distinct pat-
terns in relation to the implementation of global HRM policies. Spe-
cific conditions of local adaptation were identified by examining
which local institutional factors were involved in the local adaptation
process and how those factors could be leveraged by local actors to

influence HRM policies.

5 | FINDINGS

We first analyze K-Auto HQ's approach to the development and
transfer of global HRM policies and the home country influences on
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the content and manner of transferring the global policies. Then, we
present the subsidiaries' responses to the global HRM policies, identi-
fying patterns of variation in the way these are locally adapted in each

host country and across the three function-specific subsidiaries.

5.1 | The development and roll-out of “global HRM
standards”

K-Auto's internationalization strategy achieved remarkable growth
in both developed and under-developed markets within a decade.
This put pressure on the corporate HRM team, who recognized
that a more systematic approach to subsidiary HRM practices was
needed to manage the dramatically increased overseas workforce
and maintain consistency across subsidiaries. Previously, subsidi-
ary HRM functions had been operated independently by local
HRM managers without any formal control by HQ and were sub-
ject to frequent changes of policies depending on the personal
views of individual expatriates who were sent to manage the
subsidiaries.

Corporate HQ developed “global HRM standards” (GHRS) in
2005, with an intended roll-out in all the subsidiaries from 2007
onward. They commissioned advice from a U.S.-based multinational
consultancy. The policies were intended to regulate subsidiary HRM
practices through detailed guidelines across the aforementioned five
areas of HRM practices. The GHRS was based on what the consul-
tancy had identified through benchmarking efforts as the “best prac-
tice” of leading U.S. firms, which it characterized as a role-based grade
system, competency-based development, differentiated talent man-
agement programs including succession planning, rigorous and sys-
tematic performance management, and performance-based rewards.
The interviewees at HQ explained that they thought transferring what
had already been legitimized as leading practices in the United States
would make it easier to persuade subsidiary employees to accept
them, rather than exporting the current HRM practices used in the
parent company. It should be noted that the parent firm, like other
large Korean firms, tried to introduce performance-based HRM prac-
tices into Korea after the Asian financial crisis in 1997. However, the
interviewees reported that they felt their HQ HRM practices are
largely a compromise between the traditional seniority-based and the
new performance-based systems, mainly due to resistance from labor
unions in South Korea. The corporate HRM team saw the globaliza-
tion initiative as an opportunity to go beyond this compromise in their
subsidiaries, and so, instead of transferring the HQ HRM practices,
they tried to develop and implement the new GHRS solely for their
foreign subsidiaries.

The GHRS was oriented toward a hybridization between global
standardization and localization of practices. The corporate HRM
team carefully selected specific components for global standardization
(Table 2), believing that wholesale global standardization would not
accommodate local circumstances. They chose components for man-
datory standardization based on whether a particular component of

an HRM policy contributed to (a) the global utilization of workforces

to support the rapid growth of overseas businesses or (b) the sharing

of corporate values to build a “truly global firm.”

5.2 | Initial subsidiary responses to “third-party”
global HRM policies

The GHRS was distributed as a detailed guidance document with
regard to global HRM policies and desirable practices by the corporate
HRM team. Overall, the initial reactions from subsidiaries to the GHRS
were not positive, and there was a lack of substantive implementa-
tion. The corporate HRM team at HQ were caught by surprise and
disappointed with these initial reactions, as they had expected more
universally positive responses to what they considered “global best
practice.” According to HQ respondents, subsidiaries in the developed
economies, including the United States, tended to be more opposed
to the implementation of the new global policies than subsidiaries in
developing economies. HQ interviewees recognized that subsidiary
managers had not been offered opportunities to get involved in the
design of the policies, and those in the subsidiaries argued that there
seemed to be no strong rationale to change extant practices that had
been developed over many years to fit their local contexts, particularly

in developed countries. As one Korean manager told us:

There were three responses—explicit resistance, no
interest, and positive responses with requests for HQ
support. Explicit resistance was encountered in the
advanced market subsidiaries including those in West-
ern Europe, particularly Germany, and the United
States. Subsidiary actors in these locations reportedly
found the HQ-driven approach quite absurd as HQ
had not previously been involved in subsidiary HRM
but then abruptly demanded the implementation of
the new policies without consultation.
HRM Manager)

(Corporate

Corporate HRM managers in HQ observed that, by contrast, fewer
objections were raised by subsidiaries in less developed economies,
including India, as the local HRM managers perceived the GHRS as

more “advanced” and “systematic” than their existing practices.

| feel [local practice] is not very good, sometimes,
because [as a larger organization] we need to follow
system and practices, which K-Auto does—this is good.
But in many Indian companies, they just play a certain
game—they give the employee promotion, they give
the high salary level, which is not perhaps good. Indian
companies are not very systematic. (Local HRM Man-
ager, India sales subsidiary)

While the specific content of the GHRS was based on “best
practices,” a “top-down” approach defined the way the global policies

were transferred to the subsidiaries. Interviewees in all the
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subsidiaries noted that there was not much consultation with subsidi-
ary managers before the introduction of the global HRM policies. The
authoritative and hierarchical management style, deeply ingrained in
the Korean MNE, was one of the most recurring themes in the inter-
views across all the subsidiaries, but interviewees in the
U.S. subsidiaries were more vocal about it:

“I'm not going to argue with you, I'm just going to tell
you what to do”..the way they want to accomplish
things is very different from what our culture normally
uses to accomplish things. (Line Manager 1, U.-

S. manufacturing subsidiary)

This indicates that regardless of the compatibility or similarity of prac-
tices in the institutional context of host countries, a legitimacy chal-
lenge may stem from a lack of “proper” transfer process, at least in

certain locations.

5.3 | Dealing with “rejection” and recalibrating
GHRS implementation

The initial reactions from subsidiaries made the corporate HRM team
reconsider their approach. They recognized that they had focused
exclusively on the content of the new global best practice-based poli-
cies and paid insufficient attention to the process side of the transfer.
The credibility of the policies did not outweigh a perceived lack of
procedural legitimacy.

Their reflection triggered a second round of HQ's attempts and,
crucially, the mobilization of various resources to gain procedural
legitimacy and increase their influence on the implementation process.
First, the corporate HRM team made visits to subsidiaries to explain
the rationale behind the policies and support the implementation pro-
cess. Second, key members who had been involved in the design of
the global policies were sent to subsidiaries, particularly in developed
countries, to help local HRM managers to implement the policies.
Third, the corporate HRM team created a formal monitoring proce-
dure to measure and provide feedback on the degree of implementa-
tion of the global policies in each subsidiary. This internal
benchmarking exercise was intended to exert peer pressure on sub-
sidiary HRM managers to implement the global policies. Fourth, to
build a sense of community and social ties among local and HQ HRM
managers, the company undertook socialization activities, holding
“Global HRM Conferences” and publishing a “Global HRM Newslet-
ter.” Finally, the company also developed and communicated a global
version of the corporate value statement, in an attempt to shape
employees' identities as members of a global company. These continu-
ing efforts by the HQ team all targeted the generation of legitimacy
for the global policies:

We were surprised to see that one local HRM manager
at the [Global HRM] conference took our side, claiming

that “we need this kind of global policies as a global

firm,” against a complaint about the global policies
raised by a Brazilian HRM manager, who had joined

recently. (Corporate senior HR Manager 2)

5.4 | The key areas of local adaptation in India and
the United States

Despite some reported progress in the implementation of GHRS, it
took much longer—over 3 years—to implement global HRM policies
across the subsidiaries. It was a costly process, too, as K-Auto had to
mobilize considerable resources to get subsidiaries to implement the
policies. Interviewees at HQ reported that their extensive efforts paid
off, with the mandatory standardization components being widely
adopted (Table 3). However, interviews at the subsidiaries revealed
that certain policies had nevertheless been subject to significant nego-
tiation with local actors. Two areas where such negotiation took par-
ticularly salient forms were the forced distribution of performance
appraisals and the grade system. We examine in greater detail these
two policies and the responses to them by the U.S. and Indian

subsidiaries.

541 |
appraisal

Forced distribution in performance

The global standards included the forced distribution of performance
appraisals, whereby managers were required to distribute ratings for
certain portions of their employees into predefined categories. Based
on the consultancy's recommendations, the corporate HRM team
believed that this was “normal” practice in the United States. How-
ever, in K-Autos' U.S. subsidiaries, local actors rejected the application
of the forced distribution practice (Table 3), arguing that it carried a
high degree of risk on the grounds of discrimination, and pointing to a

lawsuit against one of their major competitors who had resorted to it:

We don't have forced distribution. It leads to lawsuits...
[It] is a very tricky one, especially in the United States.
Ford Motor Company lost their class action lawsuit.
What K-Auto tried to do is, look at GE...and try to
apply it here. Ford did the same thing. It didn't work.
(Local HRM manager, U.S. sales subsidiary)

After recognizing the potential legal risks in the U.S. context, the cor-
porate HRM team decided to change the forced distribution policy
from a “mandatory” to a “recommended” component of global policy.
Based on feedback from the expatriate managers dispatched to the
U.S. subsidiaries, HQ concluded that the forced distribution would
work in certain contexts, but not in all. This indicates that what is
considered “appropriate” local practices by HQ actors based on a
general presumption on national practices could still be challenged
by local actors who could claim that their specific context did not

allow it.
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TABLE 3  Summary of the implementation of global HRM policies at the subsidiaries
CHQ guide for U.S. U.s. India India India
Component of global HRM policies standardization® sales plant US.R&D  sales plant R&D
Job and Grade
Job classification: job family Mandatory® Modified  Global® Modified®  Local® Local Modified
Job classification: job list Mandatory Modified  Global Modified Modified Modified Local
Job description: category Recommendatory® Modified Modified  Local Global Global Local
Job description: content Recommendatory Global Local Local Global Global Local
Grade: number Mandatory Global Global Modified Local Local Local
Grade: criteria/definition Mandatory Global Global Modified Local Local Local
Grade: title Mandatory Global Modified  Local Local Local Local
Promotion: requirement/criteria Mandatory Global Modified  Modified Modified Modified Local
Promotion: process Recommendatory Global Local Modified Modified Modified Modified
Recruitment and selection
Recruiting methods Localized” Local Local Local Local Local Local
Recruiting message Localized Local Local Local Local Local Local
Selection: criteria Mandatory Global Modified  Local Modified Modified Modified
Selection: HR interview Mandatory Global Global Local Global Global Global
Selection: other assessor Recommendatory Global Local Local Modified Modified Modified
Selection: process Recommendatory Modified  Modified Local Modified Modified Modified
Selection: assessment tools Recommendatory Global Local Local Modified Modified Modified
Learning and development
Succession planning: executive pool Mandatory Modified  Modified  Modified Modified Modified Modified
Succession planning: high potential Recommendatory Modified  Local Modified Modified Modified n/a“
talent
Learning program: leader Mandatory Modified  Global Local Global Global Modified
Learning program: Common Mandatory Global Global Modified Global Global Global
competency
Learning program: profession/job Recommendatory n/a Local Local Global Global Modified
related
Learning delivery/operation Recommendatory Local Local Local Global Global Modified
Performance management
Performance evaluation factor Mandatory Global Global Modified Global Global Global
Performance measurement item Recommendatory Global Global Modified Global Global Modified
Weighting of evaluation factors Mandatory Modified  Global Modified Global Global Modified
Performance rating scale Mandatory Global Global Modified Global Global Global
Forced distribution ratio Recommendatory Modified Local Local Global Global Modified
Evaluation cycle/frequency Mandatory Global Global Modified Global Global Global
Performance management process Mandatory Global Global Modified Global Global Global
Performance evaluation assessor Recommendatory Global Global Modified Global Global Global
Performance management form Recommendatory Global Modified  Local Global Global Modified
Linkages to other HR applications Recommendatory Modified  Global Modified Modified Modified Global
Common competency Mandatory Global Global Modified Global Global n/a
Leadership competency Mandatory Global Global Modified Global Global n/a
Job skill/competency Recommendatory Modified  Global Modified Global Global n/a
Competency assessment process Mandatory Global Global Modified Global Global n/a
Competency assessor Recommendatory Global Global Modified Global Global n/a
Competency assessment rating scale  Mandatory Global Global Modified Global Global n/a
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TABLE 3 (Continued)

Component of global HRM policies

Compensation and benefit

CHQ guide for
standardization®

Pay philosophy—pay for Mandatory
performance

Employee pay structure Recommendatory

Employee base pay range Recommendatory

Employee base pay increase Recommendatory

Employee incentive Recommendatory

Employee benefit Localized

uU.s. uU.s. India India India
sales plant US.R&D  sales plant R&D
Global Global Global Global Global Global
Global Global Local Modified Modified Local
Global Modified  Local Modified Modified Modified
Global Global Local Modified Modified Local
Modified  Global Local Global Global Global
Local Local Local Local Local Local

Abbreviations: CHQ, corporate headquarters; HRM, human resource management; R&D, research and development.

2CHQ guide for standardization: corporate HQ's guideline regarding the area for standardization of subsidiary HRM practice.

PMandatory: Required to follow globally common standards; Recommendatory: the global standard guideline exists for this area, but allowing subsidiary
discretion whether to adopt or modify the standard; Localized: Local delegation without any guideline.

“Global: Adopt the global standard guideline; Modified: modify the global standard guideline to accommodate local needs; Local: utilize HRM practices
which were developed locally to accommodate local needs; n/a: Not Applicable (not yet introduced).

In the India subsidiaries, the forced distribution practice was
accepted as necessary (Table 3). Indian managers claimed that it
would not be desirable to leave performance evaluation decisions
solely to local managers' discretion as it might lead to personally
biased or less differentiated evaluation outcomes:

Employees here prefer more systematic evaluation prac-
tices. They feel the conventional Indian way [relies] too
much on the subjective judgment of one or two top

people. (Expatriate in HRM, India sales subsidiary).

5.4.2 | Grade system

For the grade system, the adoption pattern in the two host countries
was the other way around (Table 3). The global policies mandated a
five-level grade structure for all subsidiaries to facilitate the move-
ment of employees across organizations, a key objective of the global
HRM policies. However, the standard grade structure was adapted
significantly in the India subsidiaries, where it was seen as insufficient
to accommodate the levels of hierarchy necessary to run the organiza-
tion. It was argued that a highly differentiated hierarchical grade struc-

ture is the norm in Indian labor markets.

There are more grades, but the grade is for the purpose
of giving ego satisfaction, sheer employee appeal, like
“I got a promotion in two years.” (Local HRM Manager,

Indian manufacturing subsidiary).

The standard grade system was seen as a core element of the global
HRM policies. However, HRM managers in India persuaded corporate
HQ that they should be allowed to implement their own local version
of the grade system and introduced ten levels of grading, relying on a

logic of “talent retention”:

It might be inevitable to follow the local norm; other-
wise, we may lose people. (Expatriate in HRM, India
sales subsidiary, India)

Retention of key employees is a critical issue in India, and local man-
agers argued that adopting the local, widely used practice of multi-
grading would help avoid losing local talent. Here too, the resistance
to the top-down global standards from HQ was tied to local (informal)
institutional norms, but only through the arguments posed by the local
actors rather than being directly impacted by formal institutional rules.
After a series of debates with subsidiary HRM managers, including the
expatriates, the corporate HRM team agreed to the locals' proposed
grade system on the condition that each alternate grade level was

matched with one of the five global grades:

In the end, we thought that this is a reasonable resolu-
tion as the Indian grade system can be aligned to our
global grade system, while it can accommodate the
local needs, which we cannot ignore. We understood
retention is a critical business issue in India, one of our

strategic markets. (Corporate HRM executive)

By contrast, the five-level standard grade structure was adopted as it
stood in the U.S. subsidiaries. No serious issue was reported, though
there was an amendment in the U.S. R&D center, splitting one level
into two to reflect a unique situation in the local labor market. It was
claimed that the easy adoption of the standard was largely attribut-
able to the similarity of the structure to general practices in the
United States:

So, for example, we have five grading systems in the
global human resource system. It is not that different
from what we see here in the States. (Local HRM man-

ager, U.S. sales subsidiary).
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TABLE 4
Count (percentage) of HRM components

Summary of patterns of local adaptation of the global human resource management (HRM) policies across the six subsidiaries:

U.S. sales U.S. plant U.S. research and development (R&D) India sales India plant India R&D
Global® 27 (61.4) 25(56.8) 1(2.3) 24 (54.5) 24 (54.5) 10(22.7)
Modified? 12 (27.3) 8(18.2) 23(52.3) 13 (29.5) 13 (29.5) 15(34.1)
Local® 4(9.1) 11 (25.0) 20 (45.5) 7 (15.9) 7 (15.9) 12 (27.3)
n/a? 1(2.3) 0(0.0) 0(0.0) 0(0.0) 0(0.0) 7 (15.9)

2Global: Adopt the global standard guideline; Modified: Modify the global standard guideline to accommodate local needs; Local: Utilize HRM practices
which were developed locally to accommodate local needs; n/a: Not Applicable (not yet introduced).

5.5 | Subsidiary functions and local adaptation
Responses to the global standards differed not just across countries,
but also across functions. In both host countries, the subsidiaries
undertaking research and development showed relatively low levels
of implementation of the GHRS (Table 4).

One common factor affecting the less favorable responses to the
global policies from the R&D subsidiaries, in India as well as the United
States, was the heavy reliance on highly skilled members of local work-
forces, and the need to attract and retain talented employees in the
local labor markets. The R&D subsidiaries are located in areas where
many MNEs and local firms have their R&D functions. It was often
mentioned, in both subsidiaries, that the retention of key employees
was a top priority. Subsidiary HRM managers felt considerable pressure
to adopt practices familiar to that labor market, since they believed this

affected their ability to attract and retain talented engineers:

We have a serious retention issue here...many firms in
this area use particular practices such as flexi-time. ... You
don't find them in the Korean culture...but we adopted
the practices, otherwise we might lose our talented peo-
ple. (Local HRM manager, India R&D subsidiary);

Well, we're a [Korean] company, and we're trying to
compete in North America, in the United States, and
we're in the automotive industry, so we're competing
with the American Big Three, the Japanese Big Three,
we fight to be competitive in this area. We need to con-
sider the practices which work in this competitive envi-
ronment. (Local HRM manager 2, U.S. R&D subsidiary)

As employees tend to move across firms within local labor markets, they
spread a good or bad reputation of the HRM practices of particular firms.
This argument was used by local actors to give them a voice in HQ inter-
ventions based on their local realities and potential risks of losing talent.

In addition to the legitimacy claim based on “local fit” at the
function-specific context, the U.S. R&D subsidiary, which showed the
lowest level of implementation of the GHRS, presented another type
of legitimacy challenge. The GHRS was perceived to be of poor qual-
ity, partly due to what was seen as a lack of HQ expertise in the (U.S.-
based) HRM practices. An experienced HRM manager who had joined
the firm more than 5 years earlier from a U.S.-based automotive MNE
expressed frustration with the corporate HRM team:

They don't have the experience...so what happens is
they do research, they will go off and they will look at
IBM, GE, Ford, GM, and then they put it altogether,
they create something... and say this is K-Auto's. And
you look at that and you'll say, this won't work here, or
how did you think to put this together? ...They just
give it to the overseas subsidiaries. The quality is poor;
to roll it out would be embarrassing to us. (Local HRM
manager 1, U.S. R&D subsidiary)

As such, the local actors in the U.S. subsidiary queried the generic
content of HRM practices that HQ had been confident was the
“American” standard. They deemed it superficial and insufficiently
customized to the context and goals of the unit. HQ's adoption of
“U.S. best practice” as the basis of the GHRS presented an unex-
pected, ironic, opportunity for local actors in the U.S. subsidiary to
claim superior expertise and the ability to judge the quality of the
global policies. Any gap they found between their context and the
benchmarked contents made them skeptical of the contents and
enabled them to claim it as evidence of HQ's lack of expertise. The
HQ team's

implementing global policies, combined with the “top-down”

perceived lack of international experience in

approach, made the situation worse:

They established the first Global HRM team a couple
of years ago.... What happens then, and it happens
repeatedly, is they will create projects, they will create
programs, they will create policies, and they will try to
just implement them overseas.... They don't have the
experience, they didn't ask for global input. (Local

HRM manager 1, U.S. R&D subsidiary)

Despite less positive initial responses, the U.S. subsidiaries—except
R&D—were viewed as successful cases by the corporate HRM team,
partly due to the U.S. HRM teams' familiarity with the practices
underlying the global policies. In particular, the manufacturing subsidi-
ary was receptive to the GHRS as it had been recently established
(Table 1) and needed new HRM policies anyway:

This was just the right timing for us, otherwise we would
have had to develop our own policies, with significant
effort. (Expatriate in HRM, U.S. manufacturing subsidiary)
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6 | DISCUSSION

While the tendency of mimicking “global best practices” from a domi-
nant economy and disseminating them to subsidiaries has been well
evidenced in the cases of EMNEs (Andreeva et al., 2014; Geary
et al, 2017; Zhang & Edwards, 2007), the specific challenges of
implementing this sort of approach have received little attention.
Recent studies of EMNEs have examined the implementation of such
practices across subsidiaries in industries where EMNEs enjoy domi-
nant positions, or in particular kinds of host countries (Andreeva
et al., 2014; Geary et al., 2017). Looking at the transposed contexts of
a competitive, global industry and the different subsidiaries in an
emerging economy and a developed economy and different functions
within each, our study shows more mixed results in the extent of the
implementation of global HRM policies than has been found in previ-
ous studies of EMNEs.

Despite its competitive position in the global auto industry, the
HQ actors in K-Auto viewed their home HRM policies and practices
as a compromise and even a disadvantage in transfer to their foreign
subsidiaries. Considering the gap between the firm's competitive
position in the industry and the less developed home institutional
context, and the available knowledge from a global consultancy, it is
understandable that the firm was keen to adopt third-party practices
from the United States as a template for their global HRM policies.
MNEs from newly industrialized or emerging economies may “cast
aside their prior routines to compete in the open global environ-
ment” and adopt more ambitious approaches (Madhok &
Keyhani, 2012, p. 35). Mimicking “best practices” in developing and
transferring global HRM policies could be understood as an
endeavor to overcome the liability of origin (Chung, Sparrow, &
Bozkurt, 2014). However, purportedly “context-free” third-party
HRM policies do not eliminate the scope for local resistance and
adaptation. Rather, they generate further tensions between HQ and
subsidiaries, particularly due in this case to the Korean hierarchical
and authoritative managerial style and a lack of professional legiti-
macy. The Korean MNE needed to mobilize substantial resources in
order to manage the tensions arising from the implementation pro-
cess, even in the subsidiaries in the United States, which the HQ
actors regarded as the source of the “best practices.” While not with-
out evidence of progress, the implementation of the global policies
still showed considerable cross-national as well as cross-functional
variation across the subsidiaries.

Our research setting of a single country of origin and two host
countries in developed and developing economies clearly has limita-
tions for generalizability. We were not able to examine the “internali-
zation” dimension of practice transfer, but only cover the
implementation dimension (Kostova, 1999). It is also unclear whether
local resistance to particular policies would be observable only in par-
ticular industries or more widely across various industries within a
host country. Future research might address other MNE cases of
adopting and implementing third-party practices in different host
countries in different industries, with in-depth interviews with multi-

ple stakeholders to test the thesis that the attempt to push “global

best practice” policies faces considerable challenges in implementing
them at subsidiaries.

Nevertheless, this study makes important contributions to the
IHRM literature on practice transfer in MNEs. First, our study shows
the multi-dimensional nature of the legitimacy challenges that an
MNE faces in transferring HRM practices sourced from a dominant
economy to its subsidiaries. Our study presents four distinct legiti-
macy challenges—of source (the issue of adopting practices from a
parent company or leading firms in a dominant economy), of appropri-
ateness (the relevance of transferred practices in a particular local
context), of process (the use of extensive consultation process with
local stakeholders), and of expertise (the perceived expertise of HQ
actors in relation to transferred practices) (Figure 1).

Previous studies have mainly revealed the legitimacy challenge of
appropriateness (Edwards, Tregaskis, et al., 2013; Ferner et al., 2005;
Gamble, 2010) or the legitimacy challenge of source (Andreeva
et al., 2014; Geary et al., 2017). We observed a novel form of local
resistance by U.S. R&D subsidiary actors, based on claims of superior
expertise in the relevant HRM practices, bolstered by drawing on a
strong professional identity prevalent in the U.S. context, where the
HRM profession is more highly organized and formalized than in many
other countries (Ferner et al., 2005) including Korea. Rather than the
“dominant” U.S.-influenced global policies being an immediate fit with
its origin country, we observe that claims of HQ's lack of professional
expertise can emerge as an additional form of legitimacy challenge.
Where the parent firm has not experienced the full implementation
and internalization of the dominant system-influenced policies at
home, the adoption of “global best practice” could be considered at
best “ceremonial adoption” (Kostova, 1999). Due to their limited
experience with the practices in question, HQ actors may lack suffi-
cient competence to guide subsidiaries. The claimed asymmetry of
competence between HQ and subsidiary actors enabled and
emboldened the latter to challenge HQ mandated policies as “poor
quality” or “irrelevant.”

Based on these findings, we suggest that the framework of multi-
ple legitimacy challenges could be used as a theoretical lens to better
understand the transfer of HRM practices in MNEs in future research.

Dominant economy

Legitimacy of ...
Appro-
Source  priateness

Home country Expertise

Process Host country

FIGURE 1
management (HRM) practice transfer in multinational
enterprises (MNEs)

A conceptual framework of human resource
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Previous studies based on neo-institutional theory (DiMaggio &
Powell, 1983) have focused on the isomorphic patterns in types of
practices transferred (e.g., home-country isomorphism, local isomor-
phism, and transnational isomorphism) (Bjérkman, 2006; Pudelko &
Harzing, 2007; Rosenzweig & Nohria, 1994; Westney, 1993). We
argue that practice transfers should be viewed as legitimacy struggles
in MNEs and thus researchers need to examine various forms of legiti-
macy challenges and the ways of legitimacy construction more
broadly (Meyer & Rowan, 1977) rather than just examining the pat-
terns of isomorphism. In this regard, the multi-layered comparative
institutional approach (Boussebaa et al., 2012; Morgan, 2012; Mor-
gan & Kristensen, 2006) is particularly relevant to examining the var-
ied sources of legitimacy challenges across transnational and national
institutional contexts.

Second, our findings suggest that the home country effect in the
context of MNEs from newly industrialized or emerging economies
needs to be understood more broadly than the formal practice dimen-
sion. Some of the neo-institutionalist literature has considered home
country practice isomorphism as a key indicator of the country of ori-
gin effects, but the adoption of third-party practices by some MNEs
brings this into question. We find two distinct forms of home country
effects in terms of formal practices and informal managerial style. Our
case suggests an interesting dynamic for MNEs, particularly those
many cases that emanate from corporate traditions with highly con-
centrated and centralized power. Although such structures are likely
to have been valuable in their development, the reliance on a hierar-
chical managerial style complicates the implementation of global HRM
policies, at least in certain locations. Here, the prevalence of family-
controlled large diversified conglomerates and their hierarchical and
authoritarian management style, common in many Asian emerging
1999), with typically

approaches to policy transfer, emerges as an important feature of

economies  (Woo-Cumings, “top-down”
home country effects. Thus, in terms of theoretical implications, our
findings suggest that, in the case of EMNEs at least, home country
effects should be understood much more broadly, including multiple
dimensions such as managerial styles. Recent IB literature on EMNEs
supports our view, suggesting distinct forms of home country effects
and highlighting the deficiency of formal institutions (Madhok &
Keyhani, 2012; Ramachandran & Pant, 2010) and the informal and
cognitive forms of liabilities of origin (Barnard, 2010; Fiaschi,
Giuliani, & Nieri, 2017), including issues around “managerial ethos”
(Zhu, Zhu, & De Cieri, 2014) which our findings also corroborate.
Asian Business Systems theories provide further insights into the
nature of home country effects in the case of Asian EMNEs by
highlighting the importance of considering informal, cultural, and his-
torical developments of home country institutional configurations
(Carney et al., 2009; Witt, 2014; Witt & Redding, 2013).

Third, the study sheds light on the multi-layered nature of local
contexts in relation to HRM practice transfer in MNEs. We find differ-
ent responses across subsidiaries in India and the United States in
terms of the specific areas for local adaptation of the global policies.
As one would expect, the variation in subsidiary responses was partly

explained by the institutional contexts of the two host countries, such

as the dynamics of local labor markets and the employment-related
legal systems. However, our study also sheds light on the combinative
effects of national and subsidiary function-specific contexts on the
implementation of global HRM policies. We find that the national
institutional influences were highly selective in a narrow scope of
HRM practice areas (e.g., the adoption of a hierarchical grade system
in the Indian subsidiaries; the local rejection of forced distribution rat-
ing practice in the U.S. subsidiaries). By contrast, our study reveals a
more pervasive influence of function-specific contexts giving consid-
erable variations across subsidiaries within a host country. As
evidenced by the R&D subsidiaries in both countries, the firm's rela-
tive position in the local labor markets and its reliance on the high-
skilled labor in them offered subsidiary managers an opportunity for
leverage and led to similarities in the resistance to the adoption of the
global HRM policies from HQ. This is a novel contribution to the stud-
ies of local effects in MNEs, as extant IB literature tends to focus on
institutional differences or distances between MNE home and host
countries (Kostova, 1999; Xu & Shenkar, 2002), paying less attentions
to the multi-layered local contexts (Lu, Saka-Helmhout, &
Piekkari, 2019).

Our findings also offer managerial insights on how and when sub-
sidiary actors can exercise their potential agency to reduce the knowl-
edge asymmetry between corporate HQ and subsidiaries with regard
to local applicability of global policies. While we note that the emer-
gence of local agency is dependent upon the presence of institutional
distinctiveness in that context (Kostova, Roth, & Dacin, 2008;
Oliver, 1991), we found that local adaptation was possible through
local actors' abilities to create legitimacy by arguing a compelling busi-
ness case (Ferner et al., 2005; Geppert & Matten, 2006; Klimkeit &
Reihlen, 2016). Subsidiary managers did this by, for instance, pre-
senting evidence of competitors' practices or pointing out the risk of
losing talent. They were able to align their localization logic to a more
universal business logic that could more easily be associated with the
common interest shared by the HQ and the subsidiary. Without local
actors' active involvement and voice with regard to potential benefits
and risks entailed by the implementation of the global policies at par-

ticular locations, the required local adaptation may not occur.

7 | CONCLUSION

Our study highlights the significance of dominance effects, but also
indicates that the global convergence toward “best practices” may still
be limited by the multiple legitimacy challenges in implementing such
practices. EMNEs have recently been identified as potentially impor-
tant actors adopting and distributing practices from a dominant econ-
omy to their subsidiaries (Aguzzoli & Geary, 2014; Glover &
Wilkinson, 2007). But our case company shows significant evidence
of local adaptation in both developed and developing economy sub-
sidiaries. This vulnerability we observe in the ability of an MNE to
implement its global policies in subsidiaries is different from what may
occur in other contexts where such an implementation may have been

unproblematic due to a dominant position in the industry (Aguzzoli &
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Geary, 2014). This highlights the need for much more extensive inquiry
into EMNEs in different circumstances, building especially on the rap-
idly growing research on Chinese MNEs in both developed economies
(Ouyang et al., 2019) and less developed economies, notably those in
Africa (Cooke, Wood, & Horwitz, 2015; Xing, Liu, Tarba, &
Cooper, 2016). We note the variability in the way EMNEs may transfer
home country practices and the form hybridization of HRM practices
may take (Patel et al., 2018). We further argue that internationalization
poses unique challenges for EMNEs, but it could also offer an opportu-
nity to develop distinctive capabilities to manage the subtle differences
across diverse locations (Amankwah-Amoah & Debrah, 2017) and strike
a delicate balance in managing the multiple embeddedness of subsidi-
aries (Meyer, Mudambi, & Narula, 2011), since MNEs from a dominant

economy may be less agile in responding to such a challenge.
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