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Abstract.

This study seeks to identify and analyse issues which arise as organisations appoint local
nationals to replace foreign workers. This is a subject of deep interest to many international
and domestic organisations operating in countries which employ a substantial number of
expatriates. It is also of interest to governments which wish to create employment
opportunities for their own nationals and reduce their dependence upon expatriates. It has
not been of much interest to academics if one is to judge interest by the amount of

information published. This may be because it is a sensitive topic involving information

which is difficult and expensive to produce.

It follows a qualitative approach to generate methods of investigation which enable the

researcher to persuade respondents to give their opinions on the process. The study
required the researcher to display great sensitivity to cultural norms and expectations of the
respondents and their employing organisations. It also required building trust and rapport

with individuals to induce them to talk about personal views and beliefs. It explores related
issues within the field of International Human Resource Management, especially those
regarding training and development, loyalty and socialisation, and motivation of staff in

times of change.

The study was conducted in the Banking sector of the UAE with additional material from
other locations. The researcher interviewed 60 senior staff of the participating banks as
well as senior government officials, business people and several middle level staff. He also
attempted questionnaire based surveys and focus group discussions. Those interviewed and

surveyed were host country nationals, Western expatriates and non-Western expatriates. A

substantial amount of information has been produced and analysed. Useful propositions for

effective localisation have been suggested.

Although the focus of the study has been Banking in the UAE the intention of the study 1s
to produce insights and suggestions which are intended to be of use in other locations and
other industries. He intends that the research will prove of value to researchers and

practitioners dealing with localisation and the management of Host Country Nationals and

expatriates.
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“The majority were men who, like himself, thrown there by some
accident, had remained as officers of country ships. They had now a

horror of home service, with its harder conditions, severer view of

duty, and hazard of stormy oceans. They were attuned to the eternal
peace of Eastern sky and sea. They loved short passages, good deck

chairs, large native crews and the distinction of being white. They
shuddered at the thought of hard work and led precariously easy
lives, always on the verge of dismissal, always on the verge of

engagements serving Chinamen, Arabs, half castes- would have served
the devil himself had he made it easy enough. They talked everlastingly
of turns of luck......and all in all they said- in their actions, in their
looks, in their persons- could be detected the soft spot, the place of

decay and the determination to lounge safely through existence.”

Conrad (1900)
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“God curse the Pahlavis, Bakravan thought, they’re the cause of all

our trouble. Curse them for all the trouble they’ve caused with their

insistent, too hasty demand for modernisation, for their insane
disregard of our advice and influence, for inviting foreigners in, as
many as 50,000 Americans alone just a year ago, letting them take all
the best jobs and all the banking business. The Shah spurned our help,
broke our monopoly, strangled us, and tore away our historic heritage.
Everywhere, all over Iran.

But we had our revenge......... And we won. And now, with foreign
banks gone, foreigners gone, we’ll be richer and with more influence

than before”.

Clavell (1986)
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“They didn't see, these young men, that there was anything there to

build in their country. As far as they were concerned it was all there

already, they only had to take, they believed that by being who they

were they had earned the right to take...”

Naipaul (1980)
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Chapter 1. Importance and Approach of this Research.

1.1 QOutline of the Chapter.

This thesis explores an area of research which has been neglected by academics. The

process of replacing expatriates is of much interest to organisations employing significant
numbers of foreigners. In the chapter there is a summary of objectives and aims of the
study. Then there is an outline of why the researcher decided to undertake the study. This

1s followed by discussion of some of the obstacles to a successful study. There 1s an
endeavour to pass on the enthusiasm that can arise from researching into new territory.
The interaction between globalisation and localisation is mentioned. The consequences of
neglecting local views when considering the international perspectives are discussed. This
leads to a brief explanation of the need to adapt techniques and approaches to discover
valuable data from a number of cultures. The range of literature is examined and reasons
for looking at a wide variety of studies, including many outside Human Resource
Management (HRM), are given. The insights and recommendations which have arisen
from the analysis of the results, contained in chapters 4 and S are then explained.

Academics and practitioners, who are involved in issues of international HRM, are likely

to find the information in the thesis of value and interest.



1.2 Objectives of this Study.

I wish to declare an interest at this early stage. I am interested in the subject of
localisation. It was not my first choice as a subject for Ph.D. research as even at the
beginning of the Ph.D. I recognised the difficulty of studying this topic. But as mentioned
later, it is a subject of importance to many international business executives. A small
feature of my interest and enthusiasm is that in the first and last chapters of the thesis I

will often use the first person singular rather than the formal and impersonal terms used in
the remaining chapters. This may seem unconventional but I wish to demonstrate my

Interest in the research topic beyond it as a means to gain a Ph.D.

A major responsibility in my roles as, successively, Personnel Manager, Chiet Manager-
Human and Technical Resources and General Manager (Personnel Services) in South

East Asia and the Middle East has been the development of host country nationals
(HCNs) to replace expatriates- usually called localisation. When, in 1994, I asked a group
of general managers and HRM specialists in the UAE what contribution academic

research could make to their job they said to me- ‘help us to be better at localising’.

Carrying out localisation successfully puts a foreign manager in a difficult position. He
(the vast majority of expatriate workers are ‘he’) may want to achieve his employer’s

objectives but that means losing his job. He may want to help local friends progress in

their careers but that means expatriates friends seeing their careers stagnate or end. He

may wish the best for the organisation but have to watch standards change as the novice
staff work through a learning curve. He may see other cultures, which are different to the

ones he preferred, gain prominence.

But there is great satisfaction in being able to contribute to such an exciting change 1n an
organisation. Few people have the courage to face such a challenge and fewer still have
the skill. The Chief Executive Officer (CEO) and Human Resource (HR) manager
especially can make a valuable and personal contribution to the organisation’s

development and to the development of staff. The senior staff have the challenge of



managing the expectations of the former and the fears of the latter. If the process of

localisation is performed well even the expatriate staff can have their career prospects

enhanced because they gain skills and expertise which can be sold to future employers. If
the organisation’s localisation plans and practices are of a high standard they may become

the benchmark by which others, including government departments, judge the success of
the process within the country or region. In some cases the individual manager is making

a significant contribution to nation-building.

When the Dubai Personnel Managers’ Forum suggested this study, however, I knew that

the task would be difficult. There might be a desire to localise on the part of some
individuals and organisations but many others resist the process in subtle or obvious

ways. The whole process is often shrouded in secrecy because senior staff do not wish to
upset employees, whether nationals or expatriates. To give access to an outsider and to
give information which would not normally be shared even with colleagues was asking

much of these potential participants.

I was also aware of the lack of previous academic research in the subject. This would
mean embarking, as a novice researcher, into an area which experienced academics had
not explored. There was a risk of relying upon practical experience and so producing a

manual for HR managers but not a work of academic rigour and validity.

As time went on the frustrations and disappointments of the research process did not

prove daunting but encouraged me to see how worthwhile the study had become. Those
participants who gave time and information have reacted favourably to the knowledge

and insights that the study has produced. The research resulted in a series of views which

had been hidden from the participants and others interested in making localisation work
well. I found that my own knowledge was vastly increased by tackling this subject in an

academic manner. I certainly found it interesting.



1.3 Problems of Research on Localisation.

%

The process of localising jobs i$ of great concern to organisations that rely upon
expatriates to perform crucial functions. It is also of concern to those organisations which
operate in relatively wealthy countries where foreign workers are employed to carry out
tasks which are unattractive to the citizens of those countries. It can be argued that it is of
even greater importance to the societies within which these organisations operate. The
Economist (1997) has drawn our attention to the high number of well qualified young

people coming onto the GCC labour market with very few jobs available for them. Yet at

the same time, according to Al-Jassim (1990) some of these countries have expatriates

who make up around 90% population and hold more than 80% of the jobs in the state.

The current study is focused upon the situation in countries which are attractive to
expatriates. It is in those countries that the issue of localisation is most prominent. That 1s

not to say that it is of no interest in poor countries. Hailey (1994a) has written about the
successful localisation in a company in Nigeria. With due respect to Hailey it is the
contention of this researcher that Nigeria is not an attractive location to expatriates of the
type who previously held senior positions in the organisations he studied. But Nigeria is
still seen as a wealthy and attractive country by refugees and migrant workers, who are
expatriates, from neighbouring West African countries. Few academics studying

international HRM are likely to wish to study poor migrant workers.

Harzing and Van Ruysseveldt (1996) have commented on the apparent lack of academic
interest in this subject. Brewster and Hailey, in conversations with this researcher, also
pointed out how surprised they were that few academics chose to study or write on the
topic. In chapters 2 and 3 of this thesis some explanations have been given for this
neglect. Major factors are likely to be the difficulty and cost of access to information
when the researcher is dealing with organisations which are thousands of miles away. The
sources of information might possibly be in countries which use a different language and
which have distinct cultures which differ from the researcher’s own. Circumstances in

one location may differ from those in other locations which the researcher may wish to



study, so make it difficult to develop valid conclusions in the research. There are also the
problems which arise from being a pioneer, or at least being one of a small band,
exploring new territory. Academics, quoted in chapter 2, including Campbell et al (1982),
Bryson et al (1994), Hakel et al (1982) and Mendenhall et al (1993), advise undertaking
bold research rather than following in someone else’s footsteps. At times it did seem to

me that 1t would have been more straight forward to be less bold and more comfortable. It

would also have been less expensive to find an easier subject for study closer to home.

However, an easier subject would not have been so interesting. It would not have offered

the insights into other cultures and ways of thinking. Nor would it have given a chance
make a new discoveries. By tackling, in an academic manner, an issue seen as important
by managers and staff operating in the real world, the researcher considers that he has

made a valuable contribution to the study of international human resource management.



1.4 To Successfully Globalise, Organisations Must Successfully Localise.

The researcher is perhaps in danger of seeing the issue of localisation at the centre of all

aspects of globalisation. He does consider, however, that in the attempt to focus upon

globalisation many organisations, or more particularly their head office (HO) staff, have
neglected the impact of HRM and Organisational Development policies on the local

labour market and national society in which these policies are being applied. Robinson

(1994) demonstrates that when crossing international boundaries organisations face
conflicting pressures on the one hand for local responsiveness and on the other for global

integration.

The views of Korbin (1994) regarding the lack of understanding of international issues in
the head offices of global organisations are discussed in chapter 3. It is worth mentioning
here that Korbin believes that those people making investment and dis-investment

decisions have little or no understanding of the environments in which these decisions

will have an impact.

Even worse, he along with Bedi (1991) and others suggests that those advising the
decision makers also lack an international understanding. This is because they have had
little or no exposure to the different environment and cultures in which these global
organisations operate. They may have made brief trips in the role of what are unkindly
called ‘seagulls’. Seagulls fly in, make a lot of noise, spread a mess around and then fly

away again. But they have not been in the location long enough to have an understanding
of local 1ssues or opinions on how to succeed in this environment. Even when the

decision makers or their advisers have not been to the particular locality, if they have
worked for a period of months or years outside their normal environment and culture,
they may develop a sensitivity to the societal issues and cultural aspects which are likely

to be of importance.

In spite of much discussion of global organisations there has been a shift in power from

‘colonial” companies and Multi National Companies (MNCs) to local businesses. Some



of these local businesses have now succeeded in entering the domestic market of the
former colonial power, (Weir, 1997) or in challenging the Western MNC:s in their
overseas markets, (Krugman, 1994). Scullion (1995) claims that the effective
management of human resources is a major determinant of success in international
operations. Yet, he suggests, many organisations have not understood how to identify or

solve the issues which are important to those who work for organisations beyond their

home territories.

I am probably not alone in thinking that Western management theories and techniques are

exported without checking to see if they are suitable in the host environment. This
contrasts with products such as pharmaceuticals and food which have to be proven to not

be harmful before supplied to customers. Theories and techniques are supplied without

any testing!



1.5 Cultural Factors and Cultural Differences.

I have been sensitised to the issues involved in replacing foreigners with local people,
through many years as an expatriate. I originally left Scotland as a 13 year old ‘expat brat’
and have worked or travelled in approximately 60 countries. My expertise has been in

motivating, managing and assisting people from a wide variety of societies and cultures. 1

did, however, hope that as I was no longer directly involved in these functions I could

bring the perspective of an outsider but be accepted by potential participants in the study
as someone with knowledge and understanding which was relevant and potentially useful

to them.

[ consider that there is a need to understand other cultures’ ways of thinking and their
members’ expectations. This is not to say that one can necessarily define what is difterent
in cultures, although Haire et al (1966), Hofstede (1980 onwards) and Trompenaars (1991
and 1993) have attempted to do so. I merely wishes to suggest that there are differences.
Hence 1n chapter 4 I categorise respondents into national, Western and non-Western
expatriate groups for the purpose of analysis. There is no suggestion that each group 1s

homogeneous but each does represent a substantially different culture. By separating

respondents into such groups a mass of data can be examined to produce useful insights.



1.6 Methods Used in the Research.

Owing to my previous experience as a practitioner, and because of a lack of previous
research in this field, particular care had to be taken when selecting my approach to
gathering and analysing information. Lincoln and Guba (1985) demonstrate that ‘facts’
cannot be assumed to be independent of the researcher’s values. Therefore this researcher
took care to identify those values whilst seeking to not impose them upon the respondents

whose opinions I sought. I followed the advice of Welch (1994b) to avoid prior
commitment to any theoretical model. Whilst I recognised that in taking a qualitative

approach there was great danger of being subjective or imprecise in this study I thought
these risks worth taking to yield rich insights to the subject. I was aware that, as Welch

considers, the results could be suggestive rather than definite. But even suggestive results
can, in the opinion of Mendenhall et al (1993), can be of much value to other academic
researchers during the early stages of the study of a topic. I considered that I had a good

sense of direction but not a route map. So I was often not certain if I was following the

correct path.

Although the subject of the study is seen by many host country and expatriate managers
as crucial to the relationship between an organisation and the society in which they
operate, it 1s also one of extreme sensitivity. Appendix A.l. shows one of the responses
the researcher had from an organisation which would claim to have successfully planned
its localisation policy. The organisation thought the subject too sensitive to be raised with
staff. The guidance of Lee (1993), on researching sensitive subjects, proved of significant

help when attempting to gain access and information.

As will be seen later in the thesis it was often difficult to gain access to information which

one would expect to be in the public domain. The UAE is not the only country in the

developing world to be ultra sensitive to disclosing information. But the lack of some
crucial information makes studies such as this difficult. For example there are no accurate
statistics available on the numbers of nationals or expatriates in the UAE. Al

Jassim(1990) found that, in spite of a census in 1985, the results of the previous1980



census were still forbidden to be circulated. Even Central Bank statistics on employment
within banks are suspect. This researcher gave much assistance and information to a
committee carrying out a survey of employment practices in the banking sector 1n the
UAE and was promised the results of the survey. The Chairman of the committee

authorised a copy to be given but the members prevaricated and did not hand over the

document because it was thought, by them to be too sensitive.

An examination of the limited literature on HCN development and appointment to

replace expatriates is given in chapter 3. As the number of studies of the topic are so few,

the review was cast wider than would be the case for a topic which had previously been

well researched. This gave the researcher an opportunity to carry out a comprehensive
search of relevant subjects. Much of the search was driven by the need to look at work by

writers who may have taken different perspectives but whose work on, for example

economic or political development, expatriates or culture produced interesting

information on the process of appointing HCNs to replace expatriates.

Most of the information of the study came from interviews with host country nationals

and expatriates as well as HO and regional office staff who developed and implemented

localisation policies. It was supplemented by my personal experience of the interaction of

culture and groups within a business environment. This personal experience was

especially useful when generating research questions, building rapport with the

respondents and analysing the results.

Salama (1995) takes the view, which this researcher supports, that to change people’s

behaviour one must first understand their ways of thinking, their ideas and values. He
suggests discovering how different groups of people think differently and why they think
that way. It 1s hoped that the results of this research will contribute to better practice as

well as to academic knowledge. That is why I have chosen to attempt to understand ways

of thinking, 1deas and values.
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It might be thought that the thesis could become too concerned with the practitioner’s
problems and not be academic enough in its approach. It is intended that this trap be
avoided. I was persuaded by the suggestion of Eden and Huxham (1993), which was
offered in a slightly different context, that this study be:

“A concern to understand the role and context and develop a view that can be

presented to those readers expecting to gain from the research outcome is

probably the most important requirement.”
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1.7 Analysis of the Results and their Implications.

It 1s fairly easy for a host country to expel foreigners. Uganda did this is the 1970s. It
might be said that its economy suffered and the nations to which the expelled Asian
community moved gained. Throwing out some foreigners may just lead to others coming

into the country. Brewster (1991) claims that there are now more expatriates working in

Africa than there were in colonial times. So even expelling some foreign groups does not

necessartly solve the domestic society’s needs or wants. But the process of expulsion

itself is straight forward.

Kuwait expelled Palestinians and stateless people after the Iraqis were dislodged. Other
countries, examined in this study, have also repatriated many hundreds of thousands of

foreigners. In this thesis I examine opinions and issues of concern to expatriates and the
HCNs s to suggest ways of replacing foreign workers in a manner which minimises the

harm and maximises the benefit to both groups. I offer propositions from information

gathered 1n one industry and mainly from one country but with input from other countries.

It is intended that information from this study will be of value in other industries and

locations.

12



1.8 Review of the Chapter.

This chapter has summarised the researcher’s objectives and interests. It then described
how he endeavoured to accomplish these objectives. Although the thesis is a study of a
particular industry, banking, and is focused upon a particular country, the United Arab

Emirates, it is also intended as an initial attempt to generalise issues concerning the topic

of localisation. Some of the insights and suggestions in the thesis are likely to be of value

to those studying other industries or other countries. It is the hope of the researcher that

the thesis will be useful to others in their studies of host country nationals or expatriates.

In examining the academic literature it quickly became apparent that the subject of

localisation was itself occupying a major gap in the field of human resource management.

A number of practitioners and management consultants had presented conference papers
on localisation but these took the form of case studies and were not grounded in an

academic approach. The frequency of conferences on localisation suggests the topic is of

great interest to practising managers as well as to host country governments. Many

organisations are keen to find ways of being more effective in the way they carry out

localisation but they are not being aided by academics in their search for solutions.

The next chapter will review the little material which has been written on localisation. A

wide range of studies of potential value to the research, even where the authors had not

written directly about localisation, was considered.

13
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Chapter 2. The Context of Localisation Through a Survey and Review of Relevant

and Related Literature.

2.1 Outline of the Chapter.

The chapter considers, briefly, why it should be that a topic so crucial to the success of
organisations operating internationally, or which bring foreign workers to their own

country, is neglected by academics. Relevant aspects of the relationship between
developed and less developed societies and countries are then surveyed. This seems to be

the province of economists and social scientists. There are explorations of their territory

and an endeavour to identify ideas that can be of most use.

One of the main issues in research into international human resource management is that

of successful globalisation of organisations. The researcher seeks to identify the most

important works concerning globalisation. He then aims to bring out the key points that
are relevant to the development of nationals of the host countries interacting with global,

or at least transnational, organisations and with foreigners.

The role of expatriates is seen to be fundamental to success internationally and for this
reason is subject to much academic research. Most of the academics, albeit with some

important exceptions, are from the USA or work in that country. Their research may be
driven by the apparent failure of Americans to be successful in their dealings with

foreigners discussed by Swaak (1995). A reason for the focus upon expatriates may be

that most people are ethnocentric and prefer to trust, delegate and communicate with

others of the same race or background as themselves.

The chapter highlights authors who seek to demonstrate the impact that ethnocentric

policies might have in international organisations. The recipients of an ethnocentric

14



staffing policy are considered by a few academics who have realised that it is no longer

etfective to neglect local people in the global market for goods and services.

There is then a summary of the most important of their ideas and experiences. In the last
30 years, driven initially by social scientists, much has been written about the role of

culture in society and organisations trying to operate beyond their domestic origins or

which employ a number of different nationalities. In the past the HCN’s views and culture

could more or less be ignored as there was rarely an effective competitor to offer them
better service or products. That leads on to the human aspects of the process of

transferring technology from one country to another.

15



2.2 Introduction.

Novelists seem to provide some of the best insights into the process of HCNs developing
and taking over jobs previously held by expatriates. Because the novelists quoted at the
beginning of the thesis have each been expatriates they have been able to enter the minds

of those interacting with host country nationals. Two of the three, coming from

‘developing’ countries, also had particular insights into the minds of the ‘locals’ having to

deal with foreigners. This researcher, using methods of academic investigation, attempts

to extend these insights.

Little has been written on this subject by academics, even although it is of great
importance to organisations employing foreigners. Hailey, who is referred to later, 1s

virtually the only academic in the West who publishes articles on the subject of

localisation. Harzing and Ruysseveldt (1996) complain that they were not able to include
much material on host country nationals because so few academics have studied the
subject. This review, therefore, has to consider those academics whose research and

views have an impact on the subject even though their writing may not have been
undertaken with ideas concerning the development of HCNs at the fore. As Gullick
(1990) stated, it is rare for reference to be made to rival (by which one takes him to mean
alternate) disciplines within a research report. This researcher has had study a number of
different research areas to seek insight and perspectives that may not have been apparent

or relevant to these researchers.

This review considers work relevant to organisations employing a mixture of

nationalities, including host country nationals, and within societies in which expatriates

have a significant role.
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2.3 Why do Researchers not Study Localisation?

Often academics are encouraged, by lack of time and lack of financial resources, to
concentrate on subjects which are readily available for study. When the subject 1s one

which many others have already studied then there is comfort to be taken in following a
path, or at least a direction, taken by others. There is also credibility to be gained from
studying a subject which is regularly written about by other academics. Studying
‘localisation’, which is the commonly used term for the development of HCNS, requires

time and effort to talk with foreigners even if we do not travel to visit them in their home

country. They may not be fluent in our language. We invariably are not fluent in their

language.

The host country and its national organisations are unlikely to offer the funding that large
Western organisations can make available to those studying globalisation or the

management of expatriates. To study HCN development requires interest in a subject
more important to the locals than to the expatriates and more important to the practitioner

and manager than the reteree of an academic journal.

Adler & Bartholomew (1992) analysed published material in 23,000 articles on HRM

issues and found :-

o achange in focus from single to multiple country studies,

e arecognition of the importance of culture,

e a willingness of academics and practitioners to work together to study subjects of

most interest to transnational companies.

It does appear, however, that they did not identify the subject of host country managers as

one of significant interest.

Most studies, including this thesis, concentrate on senior managers and 1ssues important
to them and few take account of non-managerial staff. Ferner (1994) recommends a
qualitative approach at levels beneath that of senior planners and overall corporate

strategists to examine the dynamics of organisational micropolitics and the constraints
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within which they operate. The researcher found, in his research, that this is not an easy

task. Organisations are reluctant to give outsiders access to staff who may not have

absorbed the senior manager’s view of the organisation’s world.

Buckley and Brooke (1992) consider that desbite our interest in international management
1ssues there is little research which helps our understanding of how firms develop a local
management capacity, the dynamics of effective localisation, the operational problems

and financial implications, the cross-cultural issues that arise, or the process of selecting

and training local managers. This thesis aims to help in this understanding.
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2.4 Developing Societies.

2.4.1 The Importance of Development Studies.

The issue of development and underdevelopment (or the process of developing) is of
great interest to economists and social scientists. It has been of limited concern to those

Involved in business matters. Those involved in business seem to confine their interest to
matters of creating suitable markets in which to sell their products. This review examines

the field from the perspective that without an understanding of the evolution of nations

and societies it is unlikely that one can appreciate the influences upon the host country

and 1ts Nationals.

Those of us brought up in the West have had several generations of ancestors exposed to

industrialisation and systematic organisation. Most of the societies in which this research

project has been carried out have moved, as one interviewee put it

“from the camel to the computer”

In 25 years or as another (maybe less kindly) said
“from the camel to the Cadillac”.

Without an understanding of the process of development one loses sight of significant

factors of influence on those individuals and societies going through these changes.

This thesis does not seek to make moral judgement of what is ‘progress’ or benefit to
individuals and societies. It accepts that the current path of development is the one that
most people aspire to or at least accept. For that reason it does not include material on
non-industrial paths of development such as ‘alternative’ or ¢ appropriate’ technology.

Many people in the developing world want the products and lifestyle of the developed,
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industrialised world-even if pollution and stress are included. One is, however, also
mindful of the opinion of Toye (1987) that ‘development’ is not a neutral term. It

suggests a movement from one state to a better state.

Chew et al (1990) point out that in developing countries the needs of workers are

generally not those of self actualisation, suggested by Maslow (1970) ,but of economic

and social security. These are gained by self sacrifice, service to others and a focus on

collective success. Nusair (1985) studied motivation in Islamic societies. He suggests that

needs of Muslims are:-

o Spiritual (love, belonging, trust, security, faith, loyalty and recognition).

e Intellectual (knowledge, thinking, observation, perception, experiment and
speculation).

e Physiological (food, water, shelter, health and money ).

Handy (1990) in a study of 200 Arab executives ranked the 10 factors they considered
most important to their success. The most important was a good education, followed by
exposure to early role models, third was experience of responsibility at an early age, then
ethics and values especially religion i.e. Islam. It is unlikely that a similar group of
Western executives would value education and religion so highly. Citizens of stable
developed societies are not faced with the opportunities and challenges which face
nationals of developing societies. It may, in the opinion of this researcher, be these
opportunities and challenges which cause education and spiritual well being to be so

important in many parts of the world.

Considering development studies will help us to discover why it is that, as The Economist

(1995a), points out Vietnam has an income per head which is only 6% of that of the UAE

but it has a higher rate of literacy.
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2.4.2 The Development Process.

When considering the process of replacing expatriates with HCNs it will help to have
explanations of growth and development. The researcher believes that Cho (1995) has
useful definitions. He considers growth to be an increase in general well-being and
development to be an improvement in general welfare and quality of life. The terms
‘developed’ and ‘underdeveloped’ do not describe the potential but rather the existing
situation regarding wealth and material well-being. Many writers such as, Mountjoy

(1984), however, believe that ‘developing’ does suggest a dynamic process of improving

resources whether human or material. ‘Underdeveloped’ is not a broad term. It refers to a

low standard of technical and material attainment not spiritual or other aspects of
development. As Mutwa (1977) shows some societies, such as the ‘Kung (sometimes

called Bushmen), are considered highly developed because they demonstrate an ability to

survive with few material possessions in an environment which would defeat others who

have a wealth of material and technological advantages.

It has been suggested by Mountjoy (1984) that knowledge which took Europe 200 years
to acquire is instantly available to other countries but without the supporting knowledge
‘infrastructure’ i.e. tradition, experience and culture necessary to use it. That is especially
so in the wealthy countries which are the focus of the current study. These are developing
countries but ones which the World Bank (1982) previously called ‘capital surplus oil
exporters’ and are now ‘high income oil exporters’. They have the wealth to quickly

acquire knowledge and technological infrastructure but cannot quickly acquire the
knowledge infra-structure for their own citizens. The countries of the GCC were amongst
the last to become fully integrated into, what Leys (1996) calls, the global system of

production and exchange. These countries were also isolated from technological

developments in the West.

Al Mahdi (1996) points out that Bahrainis of only one generation ago worked in a harsh
environment. That work environment did not have the disciplines and expectations of

behaviour which the current generations of GCC nationals have to adjust to in the
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industrial and commercial organisations of the modern society. Developing a positive
motivation and sense of responsibility to work in such modern organisations requires a
change in education and socialising the new generations of developing nations’ citizens.
Roe (1993) believes that development is ‘fractious and unpredictable’ and is always about
processes rather than outcomes. He considers that quick results cannot be expected 1n a

process of social and economic change. It is therefore unfortunate that so many of those

involved in the process of localisation expect rapid changes in attitudes and application.

Although this review is not aimed at philosophical discussion regarding development it
cannot 1gnore the contribution to the Marxist arguments concerning development.
Alexander (1990) has certainly made a strong case for the argument that the Marxist

perspective has been too mechanistic and has ignored cultural explanations. The Marxists
have, however, had a great deal of influence upon politicians and civil servants if not

upon business people in the developing world. Writers such as Kay (1982) consider that

classical economics tends to assume that underdevelopment existed once for all countries

SO 1ts existence cannot be attributed to any class, economic or political system.

Underdevelopment was believed to be a natural phenomenon-previously explained in
terms of racial differences. The developed countries and their policies and practices were
therefore free of responsibility for their less fortune brethren. The Marxist perspective
believes that the differences between a developed and an underdeveloped country are

differences of degree rather than of kind, much in the same way as Mountjoy (1984)

believed.
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2.4.3 Change into a Modern Society.

A useful view of the process through which workers and society change in order to move
into the modern world is the classic work by Sahlins (1981). In reviewing his work it is
by no means suggested that the developing societies are in the ‘Stone Age’. Sahlins
mentions that there are two courses to affluence- producing much or desiring little.
Adopting a Zen strategy (material wants are finite and few and technical means are
adequate) people can enjoy material plenty and a low standard of living. The typical

hunter gatherer is not capable of continuous daily hard work and find it difficult to adjust

to the discipline of the modern sector. In tropical areas gathering tends to be more reliable
than hunting so the women (whose work this is) tend to be more used to regular work
discipline. This reviewer wonders if that could be a factor commercial organisations
preferring to employ female workers. There is another relevant phenomenon which arises
in the GCC when there is importation of labourers or unskilled workers from traditional
societies e.g. Pathans and Baluchis. These people tend to work for as long as is needed to
acquire specific material items then stop working and return home. They have no interest

in commitment to work or towards work discipline.

Goonatilake (1984) tackles the subject of development from the point of view of the
technology and thinking patterns of the West overcoming those of the East and South.
Those superseded maybe had more validity in those societies but lacked the ‘newness’
and dynamism of ideas or the military and organisational might of the Western
colonialists. He believes that many of the ideas of the East and South have been taken
over and ‘re-packaged’ by people from the West. He mentions various mathematical tools
and concepts, medical techniques such as vaccination and industrial technology such as
steel making. Saha (1990b) has shown that high grade iron ore had been in production in
India for longer than any other part of the world. Goonatilake (1984) maintains that non-
European knowledge has been ‘delegitimised’. This delegitimisation caused a virtual
stigma to be placed upon local knowledge, especially by the societies’ elite. It led to a loss

of confidence among many of the people of the developing world and encouraged their

23



propensity to look West for ideas. In turn it caused a search for expatriates to put the 1deas

Into practice.

Lin (1995) in contrast to Goonatilake believes that some Asian societies, specifically
China, were more advanced than those of Europe until the Industrial revolution of Britain

in the 18th century. He argues that in Asian culture knowledge comes from experience

whereas in industrialised Europe it comes from experience and experiment. The systems

of Asia discouraged innovation although innovation did occur especially in times of
crisis. The loss of technological advantage over the last two or three hundred years has

been accompanied by a loss of confidence in indigenous capability which, in the view of

this researcher, has only begun to be restored in the last twenty years.

Along with this restored confidence has come, to some, a realisation that no society has a

monopoly of modernisation or has adapted fully to the requirements of modernity if for

no other reason than that, as Nash (1973) has argued, modernity is an unfinished business.

All societies and their members try to adjust or resist the process of development and find

ways to survive or maybe prosper during the transition.

Worsley (1984) has suggested that whereas early in economic development a person
could transfer skills from agricultural or other primary production to a factory this is not

possible in organisations using sophisticated technological processes.

24



2.4.4 Transitional Societies.

LaPalombara and Black (1979) consider it is difficult to define developing nations except
In terms of relative poverty or wealth. To travel to the modern cities of the GCC or
countries such as Brunei it may be difficult to disagree but wealthy though such societies

are they are not yet developed. Lim (1991) considers that true development is associated

not just with high per capita income but with well developed human resources, economic
infra structure and impressive utilisation of natural resources. One could argue with the

definition and tautologous use of terms but he does demonstrate that money alone is

insufficient for development. It is also clear that we should not confuse economic growth

with development.

Societies can be in transition from a traditional to a modern state without being
developed. They may be rich and urban but not industrialised or diverse in their

resources. Salman (1988) believes that the UAE is an underdeveloped country in spite of
its wealth because it lacks technological capability. He concludes that the mere existence

of resources such as capital is not in itself sufficient condition for development. Toye
(1987) demonstrates that the output of goods and services can be increased by exploiting
labour, bad health and safety conditions as well as unfair treatment of workers- all of

these circumstances are found in the UAE.

In most lesser developing nations poverty increases the desire for work and education but

in wealthy developing countries the drive for education is lacking. In the UAE the
education system 1s considered by many to be weak and has a high drop out rate amongst
students. Al Jassim (1991) quotes a secret report prepared by the Ministry of Education

which found 3 main reasons for these drop out:-
o the illiteracy of parents,

e weakness of teachers and other education staff and

* government encouragement to youngsters without qualifications to gain employment

in public sector offices.
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Where education is important as a means of gaining qualifications pupils try to go for

easy courses such as humanities or pressurise teachers to let them pass.

Many including Salman (1988) believe that for a country to be considered developed it
must have achieved a minimum standard of education. Such educated human resources
are required to be able to direct the application of appropriate technologies. Without
reviewing the history of education in the UAE it is certainly true that until the 1970s the

number of schools in the country was inadequate for a modern society to be created.

Hayajneh et al (1994) would claim that this was due to the colonial power (Britain) not

having responsibility for internal affairs, so allowing the local power holders to keep the
mass of the young population uneducated. Heard-Bey (1996) recounts how education in

the region tended to be provided by foreigners, especially Egyptians and Levantines, who
sometimes asserted their cultural superiority. This might be one of the factors which
dissuades UAE and other GCC nationals from becoming actively involved in education as

teachers or as interested parents. However the researcher is unaware of any authors,

writing in English, being aware of this view but he is aware of UAE nationals expressing

such an opinion.

Salman (1988) and Al Jassim (1990) believe that the UAE has imported technology
without trying to understand the scientific basis for the technology. The UAE is a mass
consumption society with high per capita income but is still underdeveloped. They do not
believe it is possible to compare modernisation in the Gulf with the experience of the
West because in the former case it is the result of an interaction between pre-Capitalist
social structures and Industrial Capitalism, in the latter case pre-Capitalist society
developed 1nto Industrial Capitalist society. It has therefore been necessary for

governments to organise the development.
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2.4.5 The Fear of Others Catching Up.

In 1945, according to Boyacigiller and Adler (1995), the USA produced 75% of the gross
world product (the sum of all GNPs). The rest of the industrial world’s industrial capacity
had been destroyed or disrupted during the Second World War. Since that time its share

of world wealth has declined to less than 25% of GWP. In absolute terms, however, its

wealth has still increased. The same pattern is true of the major European economies from
the 1960s onwards. Those in the developed world have grown richer but others are

getting rich faster, catching up and even overtaking.

Skolikoff (1993) argues that the developed nations will resist or even oppose the transter
of technology to the developing world. Any transfer, he maintains, will only occur on
terms generous to the developed nation or organisations from that developed world.
Norgaard (1994) suggests that many of those in the developing world see the desire to

impose environmental controls as a means of keeping them as a source of raw materials
and of cheap labour. Dombrowski (1994) considers that the West's preoccupation with

patents and intellectual property rights is further evidence of the same strategy.

There is a fear in the West that as the workers of the developing world learn our skills so
our wages must drop to their level to compete. Krugman (1994) examines this fear. He
suggests that as developing countries’ productivity increases so does average productivity
for the world as a whole and with it average world living standards and the ability of more

customers to buy. If wages are cut to enable prices to be reduced then the buying power of
wage earners 1s increased but not necessarily the buying power of the individual wage
earner. It 1s likely that as workers in transitional countries become skilled at tasks

previously undertaken by the unskilled and semi-skilled workers in the West then 1n that
part of the world there will arise a greater inequality in wages between the skilled who

can still compete and the unskilled whose jobs have moved abroad.

Krugman’s theme is developed in The Economist (1995b) which states that a commonly

held fallacy is that the output of an economy and therefore the amount of work available
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is fixed. This is not true. Although there have been rapid advances in technology in the

last few centuries the level of unemployment has not increased as the technological

developments have created new jobs.

The economies which have done best at creating jobs are those which have embraced
high technology and dispensed with traditional technology. This is expensive technology
for as Lin (1995) has shown new technology from experience is virtually free whereas
that from science and experimentation is costly. Usually the only organisations able to

afford the high technology are foreign companies or local governments. Kumar and

Siddharthan (1994) believe that most of the technology employed in the developing
countries is adaptive rather than creative. Cho (1995), however, believes that the presence
of foreign firms may increase technological diffusion and improve the efficiency of local

firms. May be the presence of foreign people does the same.

There is little incentive for the foreign companies to transfer creative technology or for
governments to take the risk of generating creative ways of thinking. This is especially

the case for authoritarian governments if they fear such thinking may not be limited to
economic matters. Toye (1987) considers that authoritarian regimes in the developing
world have tended to be more successful in economic performance than the democratic

ones. But those such as ones found in South East Asia last longer than those which do

not. It does have to be said that his evidence is slim. Despotic regimes in Africa and Latin

America have lasted longer than those in post Independent Asia.

Hall (1986) suggests that the West should welcome its relative decline because this
demonstrates that there has been significant advancement elsewhere in the world.

Although the Western nations have lost relative advantage the people of those countries
have a much higher standard of living than their ancestors because of the advances

elsewhere in the world.

In the long term improved productivity is the only way to increase standards of living- in

a material sense. In the view of this researcher that improvement requires organisations to
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look at performance and ability not at national or ethnic origin of staff and potential
recruits. However political considerations, especially with regard to nation building, will

not permit this view to prevail.
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2.5 Nation Building.

2.5.1 The Creation of a Nation State.

According to Miller (1995) many nations pursue policies designed to protect their
particular identity and the culture of their members (or at least the dominant members). If

nattons are to acquire a common culture they need a common language which will be
used in public even if other languages are used in private. Political unity is aided if the
governing and governed can communicate in such a common language. In this context
unity may not be aided by the fact that most business organisations in the region, which 1s
the focus of this study, use English as the means of communications rather than the host

language.

Arabic 1s the language of the United Arab Emirates, even if it is not the language of the
majority of the residents of the country. In practice Hindi/Urdu is probably the most
widely used language in the Emirates. In chapter 4, which discusses the results of the
study, many respondents mention the lack of fluency in English of the nationals as a
substantial disadvantage when recruiting. On the other hand many locals believe that it is
unfair to expect candidates to be judged for suitability for employment on the basis of

their knowledge of a foreign language.

The importance of language is an example of the particular issues which, according to

Khilnani (1997), face countries which have had to create modern nation states rapidly

following a period of colonial rule. They have been unable to acquire responsibilities and
resources in the gradual manner of many European states. He also suggests that the

citizens have unreasonable expectations of their states’ responsibilities and capabulities.

Miller would probably argue that there has not been sufficient time and effort to create a

shared system of beliefs and expectations. He considers that what holds nations together

s beliefs. These beliefs are transmitted through media which is available to all who
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belong to the community. Cultural similarities mean that co-nationals are better informed
about one another than outsiders so are better able to assist each other than outsiders are

able to do.

Nation states are, according to Miller, expected to supply specific assistance to citizens
which would include care in times of distress and jobs in preference to employing
foreigners. This researcher wonders if the weak nationalism of the GCC not only leads

citizens to invest outside the region but also to feel that they have few obligations to each

other.

The citizen must trust the state and must trust one another to comply with what the state

demands of them. If they compete on the basis that it is a ‘zero sum’ game where one
wins or loses then there will be little incentive to reach agreement on obligations and
rights. Each sectional group will look after its own interests and any concessions will be

considered signs of weakness. This lack of trust in fellow citizens, to share the costs of
training and developing nationals is one of the major issues which has to be faced in

localisation.

States are unequal in their capacity to provide for their members. It is possible to extend
the opportunities and resources of the state to non-citizens who are resident and under the
authority of the state while the number of non-citizens are few. But when they become a
greater number there 1s much potential for instability as the non-citizens would have
rights but few obligations. In most of the GCC countries the citizens are outnumbered by

foreigners. In the case of the UAE it is estimated that citizens make up between 15 and

25% of the population. However, in the experience of Al Jassim (1990), it is extremely

difficult to gain access to reliable statistics.

Radical multi-culturalism, practised by some groups in wealthy countries, demands rights
to particular groups which those groups do not have in their own country. For example
Indians and Pakistanis get free or heavily subsidised medical treatment in the UAE but

they would not enjoy such benefits in their home country. This is the cause of much
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resentment among local citizens who feel that the country’s resources should not be spent

upon foreigners.

2.5.2 The Role of Government.

In the UAE and other transitional or developing societies the role of government is
crucial. McCalman (1995) points out that in the GCC region organisations tend to follow

government’s lead due to the significant impact of government decision making in small

countries. In many longer established developed societies governments were spectators

who moderated or occasionally encouraged industrialisation or commercial ventures. If
governments of currently developing societies were to take on a passive role it is likely

that foreign firms would use technological advantages along with those of scale and
organisation to overwhelm any fledgling local enterprise. For those reasons writers such
as Lim (1991) argue that governments hold the key to development. Others such as

Mueller (1994) do not agree. But in the context of the GCC and ASEAN Lim seems to
provide better explanations for activities such as placing restrictions on foreigner’s ability
to own land, to require licences and agencies to import materials, taxing foreign

companies at different rates and establishing minimum local equity participation.

Cho (1995) claims that countries, such as those of the GCC and ASEAN, which pursue

an export oriented strategy require openness in terms of free flow of capital, people and
technology. It 1s interesting that both these groups of countries do not mind unrestricted
importation of capital and technology but do object to unrestricted importation of people.

Leys (1996) maintains that the removal of controls on the movement of capital in the
early and mid 80s reduced the power of governments to promote national development.

This researcher considers the free movement of goods and capital has not been matched

by the free movement of labour.

In the Middle East, according to Muna (1980), a major role of government policies is to
create a viable economic base upon which to build manufacturing, banking and shipping

Industries which are not totally dependent upon petroleum resources. This can be seen in
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the attempts to stimulate tourism and business conference activities in Dubai where
hotels, shopping malls and airport facilities have been created to generate local resources
even if the number of jobs created for locals has been minimal. There are incomes
generated for the local investors which depend upon creating facilities of real estate rather
than real production of manufacture or services except those primarily provided by
expatriates. This can cause the host society to be more concerned with consumption than
production. In the short term, and in individual cases, surely an enviable state but in the

longer term and in the case of society as a whole it can lead, as Alexander (1990)

suggests, to a slow down in business expansion and eventual contraction with consequent

adverse affects. LaPalombara and Blank (1979) demonstrated that policies which
encourage capital intensive rather than labour intensive development may benefit a small

minority at the expense of the majority of citizens.

It is the view of this researcher that governments’ activities are crucial even if only in the

role of providing a level playing field upon which global, foreign and domestic
organisations can play. It must be recognised that often what some consider to be ‘level’

others consider to give a ‘home advantage’. As LaPalombara and Blank (1979) have

suggested MNCs are often better informed than national governments so maybe a ‘home

advantage’ is necessary to keep a viable balance between host and foreign organisations.

It is doubtful whether a reduction in inequality or relief of poverty is ever the main aim of
politicians or statesmen seeking development. Kitching (1982) believes that usually

politicians want development in order to construct stable independent states. Harry
(1997a) took the view that this stability and development may be possible by using host
national labour but not if there is long term dependence on expatriate labour whilst local

citizens are unemployed. If local labour resources are under-utilised then there are
opportunities for social unrest to be encouraged by internal or external factors and actors.
Kitching also demonstrates that inflated expectations of employment opportunities bring

bitterness and disappointment if not satisfied.

33




The nation state, in the opinion of Kennedy (1993), will be unable to overcome the
pressures of demographic and technical change. This is a particularly important
perspective in the UAE where, as detailed below, demographic pressure i1s immense and

the desire to be involved in technology is limited.

2.5.3 Employment Creation.

Societies seek industrialisation to create employment for a growing population, to raise

standards of living and to improve the balance of payments situation. It may also be seen
as a means of generating national self-respect and of creating self- sufficiency. Al Jassim
(1990), in his study of the UAE, certainly takes the view that job creation is one of the

major reasons for industrialisation. This may be because the UAE has one of the world’s

highest rates of demographic growth. The local population is growing by 4% per annum

according to the Economist Intelligence Unit (1996). Arab society is similar to that of
China described by Lin (1995) which encouraged early marriage and high fertility in order
to create more males. This early marriage and fertility has implications for career
selection which will be referred to in the results chapter 4. The Al Bayan newspaper
(1996) quotes the number of young people in school in the UAE as 12,000 in 1973 and
300,000 in 1996. The society struggled to create worthwhile jobs for previous generations
when oil wealth rapidly increased. It will be more difficult to create jobs when such

wealth 1s stable or declining.

In the past jobs could be created in government bureaucracies. This may be an efficient

way of spreading the benefits of new wealth through-out society and so preventing or
diminishing jealousy or social unrest. It is not however a long term solution as more non-
productive jobs have to be created. Even 20 years ago it was recognised that the
bureaucracy in the UAE was overmanned and underperforming. Al Jassim (1990) reviews
a report from the U.N. Advisers Mission for UAE Administration Apparatus published in
Abu Dhabi in 1980 which pointed out that the employment of nationals 1s a means of

distributing national wealth. This is so even if, in the opinion of the U.N. adviser, 40% of
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those employed by Government are superfluous. The report did not, apparently, mention

that there are still numerous expatriates employed in the Government sector. Binayan

(1986) also concedes the problem of under utilisation of Kuwaiti labour.

It is unlikely that creating unproductive jobs will go as far as in Brunei, where Colclough
and Godfrey (1982) discovered, the Department of Agriculture employed 10 times as
many administrators as there were full time farmers in the country. However absurd this
might seem from the Western perspective from that of those in the East it does not seem

to be a problem. Saha (1990a) says that in Asia the public sector gives the impression of
existing to provide employment which leads to overstaffing and poor productivity leads to
low wages. He was particularly thinking of South Asia but this philosophy is certainly
found in the GCC region where graduates prefer government administrative jobs to those
dealing with technology or wealth creation. There is a status element to this preference

described by Saha but there is also a recognition that it is in government service that one

has power to decide which petitioners work is processed fastest, who receives contracts
and whose business development is obstructed. This power can lead to reward of the

individual through direct or indirect means.

Elhussein (1991) suggests that sponsorship of businesses and expatriates by HCNs blurs
the border between civil servant and entrepreneur. He believes that civil servants
sponsoring private business weakens the government’s resolve to reduce expatriates and
develop local nationals. This is supported by Muna (1980) who points out that

government employees act as commercial agents helping expatriates and foreign
businesses to get things done. These actions have an adverse affect on organisational
efficiency and morale- not least within the government sector. Worsley (1984) also
believes that those with access to government resources can build themselves into an elite
who can use their control of the state apparatus to turn themselves into a propertied class.
This is especially so in the GCC where there is a tradition of merchants having a

monopoly of particular activities through agencies and licences granted by governments.
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Naipaul (1969) describes how a government job can be used and abused.

“In the colonial days the civil servant, his way blocked by the expatriate who
was sometimes his inferior and occasionally corrupt as well, expended all his
creative energies on petty picaroon intrigue and worked off his aggression on

the public.”
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2.6 Globalisation

2.6.1 Challenge of Globalisation.

Vernon (1971) proposed a three stage model of a firm’s development. These were
domestic, international and multinational. Adler and Ghadar (1990) added a fourth
dimension of global to this model. These authors believed that organisations going
overseas nitially grow throuéh the stage of domestic orientation ignoring the foreign

world. Later they become interested in selling to the foreign markets but in a multi

domestic manner assessing each individual market’s prospects for buying, assembling or
producing goods (or services). The next stage involves the realisation of economies of

scale offered by an international outlook and the usefulness of standardisation and of
integrated organisation. Finally in the global phase they become flexible, co-ordinated
and integrated operations which offer quality and cost advantages in competitive

environments. In this phase they are also highly differentiated and nationally responsive.

These stages of development are likely to involve becoming less ethnocentric and more
receptive to the participation of host country nationals in the crucial decisions of the
parent organisation. In some cases it is argued that the organisations eventually lose their
‘national’ 1dentity but this researcher is not convinced that any organisation has yet
developed sufficiently to be truly global in its culture. This is a view which will be

considered in the section on culture found later in this chapter.

Many commentators state that organisations must become global or disappear. That view

i1s challenged by this researcher who believes that it neglects the possibility that domestic

operators can make a good living or that companies may chose federalism or co-operation

with suppliers and customers as a means of competing with global organisations. The
literature concerned with globalisation is, however, of relevance as the challenges which
global or potentially global organisations face are similar to, or at least relevant to, others

attempting to develop nationals and replace expatriates.
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Dowbrowski (1994) believes that assumptions about globalisation include the expectation
that economic growth depends upon technical development. He claims that because
technological development has accelerated since the Second World War there has been a
move away from domestic growth towards globalisation of organisations. Mueller (1994)
supports Dowbrowski’s view and doubts the significance of societal effects (which others

may call culture) in hindering globalisation. He argues that MNCs have succeeded in

transferring best practice across borders. He states that

“Foreign direct investment is often followed by the transfer of technology and

the transfer of management practice through expatriates or the

implementation of a firm specific management style”.

In the context of banks within the GCC it should be mentioned that virtually all of the
current banks are or have been subsidiaries of foreign banks or were set up with a foreign
bank holding a management contract. Sometimes the best practice brought by the
foreigners does not get updated to meet the changing circumstances. In one local bank

visited by this researcher the operating manual introduced by the Bank of America was

still in use 20 or so years after that foreign bank had relinquished the management

contract.

Welch (1994b) found that even if external fofces dictated a global strategy the
effectiveness of the strategy may be limited (or obstructed) by internal factors. She did not
include parent country/ host country national conflicts within the internal factors.
However the banks, in the current study, which attempt to develop global strategies have
found that this conflict is a source of major problems in implementing such strategies.

She confirms that many organisations recognise the limited number of high calibre statf
and the problems of attracting and retaining such staff. She quotes Phatak (1980) that

“Geocentric organisations must have geocentric managers’”.
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2.6.2 Global Workforce.

With the increasing need for organisations to become global they will also need a global

workforce from diverse backgrounds. Adler (1986) believes that successful globalisation

requires

“...the knowledge, awareness and skills to negotiate in different cultures,
manage groups with multi-cultural memberships and ‘read’ the environment

of each country where the company operates.”

Scullion (1996) considers that early in their international phase organisations tend to be
ethnocentric, with PCNs in the most senior posts, but as they develop they become

polycentric with HCNs in the local subsidiaries and PCNs in the head office. At the early

stages he suggests that HCNs may not be keen to join due to limited promotion prospects
and poorer terms and conditions of employment in comparison with those of the PCNs.

This view is supported by Bedi (1991) later in this chapter.

Global organisations which use local labour wherever they do business face substantial
changes in the demographic profiles of the working population compared to that found at
home. In the developing world they find a supply of labour among young people and in
the developed world from under-utilised segments of the population such as women,
disabled and over 50s. In this regard it is of value to remember the view of Moskowitz
(1992) that the workers of most organisations are a diverse group in terms of values,
expectations and abilities which results in a wide variety of behaviours and expectations.
When employing foreigners the diversity is obviously greater. Global organisations must

be able to recognise and handle complexities of the foreign market not treat it exactly the

same as the domestic labour market.

Writers from Tung (1984) onwards have stated that the complexity of international
human resource management is underestimated in the globalisation process. Easterby-

Smith et al (1995) query whether models and practices of HRM can be transferred from
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one country to another. They consider that if organtsations are to develop internationally

they will have create policies which can span different nationalities and cultures. On the
contrary Torrington (1994) says that there 1s no such subject as international human

resource management but just human resource management in different countries.

Doz and Prahalad (1987) considered that integrating personnel practices allows the
benefits of shared learning, improvements of skills and expertise to be used throughout

the organisation. It must still be recognised that there is a need to respond to the demands

of the local labour market. This requires a great deal of skill in co-ordination. This

researcher wonders if this will become the key competency for HRM in the future. Too
often the head office sets the global personnel policy for all subsidiaries. They arrange the

rotation of top management to fit the head office plan not the subsidiary’s needs. The

Economist (1994) quotes Matsushita’s President Yoichi Morishita who says that in order

“to become a truly global company, we have to have diversity in top

management.”

Sony now aims to have the top manager in each of its subsidiaries to be a host country

national. In this they are unusual most organisations claiming to be global still prefer to

employ PCNs in key overseas positions.
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2.6.3 Search for Effective Structure in Organisations.

Drawing on the work of Vernon (1971) and of Adler and Ghadar (1990) Coyle and

Shortland (1992) believe that organisations go through a series of stages in moving from

domestic to international.

e First they are colonial with a sales office staffed by parent country nationals in key
Jobs and host country nationals in support roles. They are single focused, multi- ‘
locational and tightly controlled subsidiaries.

* At the next stage the subsidiaries are fairly independent and the organisation 1s multi

focused and multi locational.
e At the multinational stage the organisation is single focused but multilocational.
Subsidiaries are independent but are strategically controlled.

e The final stage is a global organisation in which there is an integrated focus and multi
location, operations are interdependent, integrated and have strategic group direction.
At the global stage the primary responsibility of the head office is strategic planning,
acquisition and disposal. The subsidiaries recommend opportunities and the head

office decides on the ‘fit” with the strategy. Joint ventures are a good way to become

global at minimum risk- often they are the only way to get into some markets.

Examining academic literature Melin (1992) sees internationalisation as a ‘major
dimension’ in the continuing strategic development of business organisations. He
examines the different schools of thought on international strategy and structure all of
which may seem to be concerned with maximising efficiency but appear to this researcher
to be about control and power. The manifestations of international organisations appear to
be engaged in a battle to achieve dominance between the local operation and head office
and between the host and parent country governments. There are conflicting pressures to
standardise or to specialise. Realising that the battle can be changed from win-lose to a
balance of win-win may be that is why organisations are recommended to think globally

and to act locally.
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2.6.4 Local Responsiveness.

In crossing international boundaries, according to Doz and Prahalad (1991), MNEs have

to be sensitive to local norms and expectations. They believe that the need for local
responsiveness arises from the diversity of market conditions and the social and political

environment in the operating areas. This may be the result of different tastes,

expectations, traditions or to government regulations and restrictions.

Bartlett and Ghoshal (1992) suggest that local responsiveness is a reaction by national

governments to the prospect of local markets being flooded by global produce. Global
integration arises from the need to capitalise on multinational customers, multinational
competition, technology and investment intensity and to economies of scale. Bartlett and

Ghoshal go on to suggest a matrix style of management in MNEs and that the integrating
mechanism be a ‘state of mind’ of management brought about through shared experience

and shared values of the organisation. The sharing would be enhanced via socialisation

and rotation throughout the MNE.

Young and Huang (1994), unlike most of the writers mentioned above, examined non-
Western MNESs. They suggest that third world enterprises develop in different ways from
those in the West. They have lower levels of research and development, technology, size
and skill base. By outward foreign direct investment (i.e. from the Third World to the

West) these MNESs acquire technology instead of investing in indigenous development.

In The Economist (1994) is an analysis of the clash between global standardisation and
local specialisation, economies of scale versus local expertise. There is a desire to be able
to exploit knowledge on a world wide scale but to be responsive to national needs.
Organisations such as Citibank, which previously used matrix management (reporting to
product group HO and to country HO), have gone back to ‘traditional’ single line
reporting due to conflicts between the different matrices which can harm the organisation
or be exploited by local management. This is a useful reminder of the importance of

diversity and differentiation mentioned by Adler and Ghadar (1990). If organisations
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become too focused upon the economies of scale and the attractions of standardisation
they may experience similar problems to agriculturists who now use mono-culture and

expensive technical solutions to keep at bay pests previously discouraged by multi

cropping.
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2.7 Expatriates.

2.7.1 Definition of Expatriates.

Cohen (1977) is a sociologist, whose work is rarely examined by Human Resource
Management researchers. He offers considerable insights into the minds of expatriates.
He suggests that expatriates are a neo-colonial phenomenon representing MNCs, foreign

governments and other foreign interests which perpetuate the relationship of dependency.

Cohen defines an expatriate as a:-

“voluntary temporary migrant, mostly from the affluent countries who reside
abroad for one of the following reasons- business, mission, teaching,

research and culture or leisure.”

Migrant labour and students are excluded from his research. In the current thesis this
researcher includes expatriates from less developed countries within his purview. The
definition chosen for expatriates by this researcher is ‘someone who requires a work
permit, employment permit or residence permit to live in a particular country’. This

definition excludes diplomats and short term visitors.

The term ‘expatriates’ is explained in a narrower manner by Torrington (1994). He
implies that they are engaged in short term (three years or so) assignments, bring specific
expertise to a project and then return to their home base. He uses the terms ‘international

manager’ to define the type of foreign worker considered by Cohen. He uses the terms

‘engineer’ and ‘occasional parachutist’ to define those foreign workers who are only 1n an

overseas location for a brief period.
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2.7.2 Studying Expatriates: an Attractive Subject for Researchers?

Although this research is concerned with the replacement of foreigners by host country
nationals it does have to consider the skills, motivation and attitudes of expatriates.
Fortunately there is much literature on expatriates stretching from Victorian novels such

as that by Conrad (1900) to academic studies by social scientists and management school

experts. These give an opportunity to gain reflections of the role of the host country

national.

It may be that expatriates are written about more than HCNSs, at least in English, because
they are accessible. Certainly more accessible to researchers than the host country
nationals they work with. Often they share the same language and social circles as those
who are looking for material to conduct research upon. It is also likely that their role in
creating modern economies is of great importance. Scullion (1995) believes that
academics study expatriates, at least in part, because of the high costs associated with
expatriate failure. Few people other than Bedi (1991) have looked at the high costs of

local failure.

At this stage it should be made clear that the expatriates being studied in this thesis are

those in a post colonial world who do not have direct political power in the countries in
which they operate. It is also worth mentioning that unlike most researchers, Rajab (1985)
IS an exception, who concentrate on expatriates employed by MNE:s this researcher

mainly considering those directly employed by local firms.

Although most of the researchers cited below focus on issues important to the expatriate

this thesis attempts to draw attention to issues of expatriate adjustment and 1ts impact on
their ability to develop and manage hosts, aspects of the relationship between expatriates
and hosts as well as the overall role of expatriates in international or domestic operations

in foreign countries.
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2.7.3 English, the Universal Language.

It is undoubtedly true that English has become the, near-universal language of business
and international communications. Naipaul (1969) suggests that English has become the
language of those who use it, irrespective of their nationality, not just the language of the

British. Bedi (1991) believes that the use of English as the international business language
causes many expatriates to think that they represent universality and so expect everyone

else to conform. Developing and transitional societies look to English speakers as
offering an important interface with the rest of the world and as a source of knowledge

about modern societies and their workings. In this way the expatriate and the English
speaking elite of developing countries share more than a bond of language but also, often,

a view of how the world should be constructed.

2.7.4 Assistance or Resistance to Localisation.

To assist or resist the process of localisation? This is the central dilemma of the

expatriate. By helping the local to take his job the expatriate, even if he (it is invariably
he) is part of an organisation with operations in his home country, will worry about
becoming unemployed. If he resists he risks being thrown out sooner than he might
expect. Most expatriates, in the experience of this writer, chose to follow a strategy of
mixing the assistance and resistance. A few are blatant resisters and some are enthusiastic
assistants. In chapter 4 there is a discussion of the practice of these strategies. In this
chapter we seek academic explanations on why such strategies might arise and what are

their consequences.

As Nash (1973) has pointed out developing societies are transformed in a world in which
there already exists developed and developing countries. Such societies will, with

extremely few exceptions, seek help, advice, technology and personnel from those

societies which are further along the development path. The personnel who come to held

and advise bring with them ideas of how to run a business, what knowledge should exist
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and what forms of social organisation are appropriate. These expatriates, as Maclachlan
(1993) argues, also have their own ideas of what constitutes ‘good’ performance from
indigenous staff. This is especially so if the expatriates are part of a wider organisation
which relies upon them to keep a tight rein on overseas operations and pursue the overall
interests of the parent. LaPalombara and Black (1979) found that all MNCs, of what ever

nationality, used expatriates in this way. This is discussed further below in the section of

this chapter on head office relations.

Lee (1994) considers that in all cases of transfer of technology there is technical

assistance which invariably involves expatriates. It might be that a country can minimise

the importation of expatriates by exporting HCNSs to the originator of the technology so

learn and bring back knowledge. But this is rarely successful or cost effective. Lim (1991)

considers that the importation of expatriates is a ‘cost of development’ which must be
paid by those countries seeking access to modern technology. Saha (1990b) quotes the

case of the Bhilai Steel Plant which has been paying this cost, in the form of Russian

expatriates, for over thirty years. This might be a case of more resistance than assistance!

Elhussaini (1991) recounts how commercial banks in the UAE resist pressure from the

Central Bank to localise. He gives examples including:-

o Employment requirements which cannot be met by locals e.g. qualifications and long
periods of experience.

o Compulsory training periods, which try the patience of the recruits.

o The use of English in business, when the language of the country is Arabic.

e The use of IT to release junior expatriates but keep senior ones and not recruit more

nationals.

Heard-Bey (1996) writes that the oil boom of the 1970s brought an influx of foreigners
whom the Gulf nationals tend to blame for change in their societies- especially adverse
change. She says that the Gulf Arabs wanted the comfort and facilities which foreigners

brought but simultaneously tried to be isolated from them. The wealth of the region

47



encouraged sycophancy among incomers and arrogance on the part of the hosts- who

were inclined to treat foreign labour as a commodity.

But Norgaard (1994) points out that for many expatriates helping others to progress is
seen to be good and useful even if the recipients do not always recognise the advantages.

This may because the expatriate, in the opinion of Richards (1996), has two basic traits.

He is a stranger who is both objective and of doubtful loyalty.

2.7.5 Status of Expatriates.

Even when expatriates are studied by academics, it tends to be only the senior ones that
are of concern not junior staff such as construction workers or bank clerks. Cohen (1967)
believes that the lifestyle of the expatriate often resembles that of a colonial official. The
differences are that many now look upon a period away as a temporary interlude in their

home career and they are not masters but foreigners wanted for specific purposes.

If they do not fit into a colonial elite mould expatriates, studied by academics, often have
high status because of the organisations they represent, the role they have or the rewards
they receive. This brings them into regular contact with the ruling elite. The expatriate
can often go to his embassy, or the HCN’s government, for privileges denied to the local
citizens. Expatriates often live in considerable luxury in comparison to their

circumstances at home or even in comparison to the local elite.

Although clashes between expatriates and host country nationals are rare (and tend to be
with lower levels of expatriates who do not command ‘automatic’ respect from locals)

there is widespread covert resentment of foreigners by locals. This is fuelled by the aloot

stance and social distance practised by many expatriates. Even when the expatriates

appear to be welcome their presence is a constant reminder that the host country needs the

help of foreigners.
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Whilst the expatriates are seen as transients the HCN's resentment is muted but when
they are seen as more permanent e.g. Indians in the UAE then they are met with hostility
by local citizens. This leads these particular groups of expatriates to provide mutual
support and trust. Such expatriates tend to have no choice but to endure and stay whilst

saving as much as they can.

Understanding how others view us is the first step towards building a relationship. In the

past professional and technical ability was a desired attribute of expatriates but now it is

expected as a basis for employment with emphasis placed upon passing on skills to

others. Thus Bedi (1991) considers that the Asian’s perception of an expatriate manager

includes:-

e fairin their dealings, liberal and patient regarding the behaviour of their statf,
generous, frank and straight forward

e on the other hand they are seen as being excessively career oriented, spend too long

reporting to head office, superficially aware of the local culture, do not transfer skills

and knowledge in a consistent and organised manner and form opinions based upon
first impressions. They also spend too much time decorating their homes and
acquiring knickknacks, they mainly socialise with their own nationality, are very

sports minded and talk too much about their maids!

Bedi believes that to an Asian a job is based upon a personal relationship rather than a
business contract. A good manager is compassionate as well as competent. Often (maybe
nine times out of ten) the Asian manager is among the first generation to have a university
education, to have been employed by a large organisation to, to have travelled abroad and
to live in a big city. Asian managers compelled, by their employers, to take culturally
difficult decisions lose the respect of their employees. Bedi (1991) quotes a Hong Kong

executive who said that:-

“To earn trust, you win the head of an expatriate, but with local associates

you must first win their hearts."
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2.7.6 Numbers of Expatriates.

When undertaking this research the writer tried to find statistics on the numbers of
foreign workers employed world wide and in particular countries. This proved impossible
to achieve. In the GCC even population statistics are considered state secrets according to
Al Jassim (1990). Even experienced academics with access to more data admit that there
IS no source of absolute numbers data argue about the relative increase or decrease in

numbers. Brewster (1991) disputes Korbin (1988) and others who claim that the number

of expatriates are declining. The large MNCs appear, in the view of Brewster and others,

to be reducing the number of expatriates employed but more small and medium sized

companies operating internationally seem to be utilising expatriates.

Scullion (1991), along with Brewster but in contrast to Korbin, found that in Europe the
trend was for companies to continue to use expatriates or to increase their usage. He

suggests that this is caused by a lack of local skills (especially in developing countries), a
desire to maintain control of overseas units, to maintain trust in an organisation after
acquisition and for management development reasons. Scullion suggests that sometimes

the workers and customers in the host country expected the company to put a parent

country national in post to show the importance of the operation.

The type of expatriate assignment is certainly changing to one within a region for
example Europe/ North America/ South East Asia etc. rather than to other parts of the
world. Among Westerners dual career families and attitudes to family separation have

changed the willingness of staff to become expatriates. These changes are forcing
organisations to look more closely at appointing HCNs. The Economist (1995¢) quotes a

survey of MNCs undertaken by AMROP (a Search consultancy) and the Harvard
Business School which suggested that the respondents expected that by the year 2000
74% of their (overseas) managers would be HCNs compared with 45% at the time of the

survey. Unfortunately there was no definition of the term manager.
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Whatever the relative decline or increase in numbers, expatriates are still very important
as sources of income in the host economy (especially if funded from the home country),

as costs to the host country or company, as transferors of technology and technique and as

part of the wider interlinking of national economies.

2.7.7 Expatriates as Carriers of Corporate Culture.

Many MNE:s attempt to carry with them their own culture, by which they usually mean,

their own way of doing things. The way they carry this culture is via a cadre of expatriates
who ensure that things are done the ‘right’ way. If head office staff are sent abroad then

control is greater, the HO culture is reinforced within the subsidiary and the HO 1s

internationalised. Hiltrop and Jansen (1990) believe that expatriates are mainly used for
the most significant or important positions in order to transfer culture as well as to control

an operation.

Starkey and McKinlay (1994) quote Bill Hayden, Manufacturing Vice President of Ford

“Its an absolute truth that you can take me or any other guy who has worked
-in Ford Motor Company for ten or more years and drop us in a Ford factory

in Outer Mongolia and we’ll feel immediately at home. And that’s not just

because the structure and systems are the same: its philosophy, a culture, of

how your management talk to each other, down to the way they dress.”

At least two of the banks which took part in this study still use that philosophy.

Mead (1995), however, cites Ford’s unsuccessful attempts to use efficient production,
high wages, modern equipment, keen pricing and a good dealer network to make

available a car which did not sell in a local market in Asia. The policy set by the head

office was not flexible enough to cater for local desires. The Western expatriates did not
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mix in the local community- preferring compound living so did not have a means to find

out, from the local population, what they were doing wrong.

Perlmutter (1969) believed that international orientation of a (top) manager correlates
positively with his own international experience. Korbin (1994) developed this to suggest
that the manager’s experience rather than the stage of the organisation’s strategic
development causes a geocentric mind set. He claims that such a geocentric mind set 1s

associated with geographic scope and is not a function of the length of the organisation’s

international experience, strategy or organisational structure. In this he is critical of

Negandhi (1987) who found that as firms evolve they change their staffing policies.
Negandhi found, and is supported by Welch (1994a), that in the early stages of a foreign
venture control is paramount and therefore expatriates are used more than is necessary at
later stages of an operation. Korbin believes that a global outlook will only come when
organisations build up networks of managers interacting on a personal basis with others
of different nationalities. He considers that most firms, even the largest, are often still uni-
national in their outlook. He goes on to suggest that even the largest firms in the largest
markets cannot remain immune from competitive developments in other parts of the
global unless they become truly global in their attitudes. Martinez and Jarillo (1991)
found that organisations were using expatriates less as control mechanisms but this
researcher found that most of the international banks in this study still kept a core of
senior international (usually parent country) staff in roles which were generally referred to
as that of ‘policemen’. This would appear to create a problem if Henley (1997) is correct
in her opinion that to be successful expatriates must be flexible in their thinking and
attitude. She considers that effective expatriates are sensitive to others and are good team
workers as well as good communicators- not attributes normally associated with

‘policemen’.
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2.7.8 Expatriate Community.

Cohen considers the way expatriate communities become structured through their efforts

to resolve the problems of strangeness. The expatriates tend to create for themselves a

‘social bubble’ similar to that of tourists which shelters them from the host society. But
not all expatriates take refuge in the ‘bubble’ to the same degree and Cohen suggests a
typology of adaptive strategies. He also points out that although the expatriate

communities may exist for prolonged periods their membership is in a state of continual

flux.

Modern communications make it much easier for expatriates to keep in contact (or be
contacted by) with the home country- culturally and socially. An example of this can be -
shown in apparently small ways such as leave periods for expatriates now normally being
each year instead of six months off after each two and half years served- as was the norm
until the 1970s. There is therefore less need to become involved with the local

community.

Living conditions become of major emotional significance to the expatriate who 1s
surrounded by a strange environment. In pre colonial times European traders were often
confined to special areas, e.g. Nagasaki in Japan, and this has continued with the
development of expatriate ghettos. In the past the segregation of expatriates allowed them
to live in an accustomed way with little adjustment. This continues in countries such as
Saudi Arabia. Such segregation reduces the strain of adaptation. The compound or

enclave living provides a way of coping with the environment not retreating from 1it.

Living in compounds, however, cuts off the expatriates from contact with the hosts.

If the expatriate can develop relationships with the local people, in the view of
Mendenhall and Oddou (1995), he will be more likely to succeed in his assignment. They
also believe that if the expatriate has activities or interests which can be practised in the
new location these will help in adjustment. It is not clear whether the old pastimes and

new friends are to be combined or if one ts a substitute for the other.
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2.7.9 Head Office Relations.

Brewster (1995) suggests that, because the number of expatriates employed by
International organisations is a small proportion of the total workforce, it is difficult for
all but the largest organisations to develop the necessary expertise to manage those statf.

Long established companies have drastically reduced the number of expatriates to save

costs but have had to face problems of control and communication. Smaller and newer
organisations have the problem of which assignments can be localised and which have to

retain expatriates.

As the number of opportunities for expatriate postings in developing countries are
reduced so the skills required to manage these investments decline and there are fewer
people in the head office with an understanding and empathy with these countries.

Brewster (1991), Martinez & Jarillo (1991) and Korbin (1988) all see a direct

relationship between expatriation as a means of transferring technical skills and as a
control mechanism. Scullion (1996) thinks that it is because of trust between those at the
head office and the subsidiary that expatriates continue to be employed. The HCNs are an

unknown quality at head office and have not proven their loyalty to the organisation.

Kobrin (1988) believes that the phase-out of expatriates has gone too far and that the
main reason for the phase out is the difficulty Americans have at adapting to overseas
assignments. The consequent American expatriate failure rate as well as, in this
researcher’s opinion, the extra costs involved in compensating them for the adjustment
have encouraged this phase out. He considers, although Brewster (as mentioned above)
and others dispute this view, that there is a decline in expatriate numbers which has
reduced local identification with the world-wide organisation which adversely effects the

strategic control of the MNC and in turn reduces the opportunity for Americans to gain

International experience, exposure and expertise.

If most employees with influence are HCNs there are few staff with world-wide

knowledge or loyalty. The HCNs cannot be controlled or control from head office in the
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same way as expatriates. Americans with little experience outside the USA cannot
effectively run an international organisation. As local managerial and technical
competence increases so the HCNs with knowledge of the language, culture and political

system become more valuable than the expatriates.

Scullion (1991) further suggests that a shortage of competent managers is the major
obstacle for companies intent on investing abroad. Companies investing overseas for the

first time tend to rely upon expatriates rather than local managers. Reasons for this

include a shortage of HCNSs in particular countries, high turnover rates among capable

HCNs along with failure to develop HCNs and TCNs. He suggests that companies
operating outside their domestic environment lack knowledge of the host labour markets,

the educational system and the relative status of qualifications. Recruitment methods are
imported without adapting them to the local environment. There are language and cultural

problems during interviews between PCNs and HCN:s.

Tung and Miller (1990) conducted a survey which found that 93% of their respondents
did not consider international experience or perspective was of value in promotion or
recruitment into senior management. They found that most Japanese and European MNCs
believed that the desirable assignments were overseas whereas the American MNCs
thought that the domestic assignments were most attractive. This may be due to the

relatively small size of the European and Japanese home markets compared with the
American one. The overseas operations are of greater importance to the European and

Japanese MNCs than to the American organisations.

2.7.10 Pertormance of Expatriates.

It was estimated by Swaak (1995) that the cost of a failed expatriate assignment was in

the range between $200,000 to $1.2 million. This is a significant cost for even the largest
organisations. A particularly difficult factor in expatriate management is judging effective

performance-especially at a distance. The head office may also be reluctant to terminate
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an assignment if they have already invested much money and time in the posting and, in

the opinion of this researcher, if the expatriate is of the same race or group as the HO

staff,

Brewster and Harris (1996) point out that expatriates are amongst the most expensive

employees of any organisation but as the measurement of their performance is unreliable
this causes organisations to view them as a cost not an asset. The view of expatriates as

costs is accentuated by the move towards organising in business streams and by the lack

of capable IHRM departments due to cutbacks in head office and regional offices. The

reward system in the parent country encourages its nationals to be more concerned with

short term profit and sales than with staff morale. Harry (1997b) has suggested that
remuneration policies will have to change to take account of the development of HCN

and the ditferent role of expatriates.

It appears to Harzing (1995), amongst others, that there are lower rates of failure of
expatriates employed by European companies. This may be because the European
expatriate 1s more flexible and sees an overseas assignment as a positive career move.

Alternatively it might be that US firms are much more critical and willing to dismiss staff

when performance seems to be lacking.

Cohen (1967) argues that getting along with fellow expatriates is the key criterion when
head office or senior expatriates judge another’s performance. This factor is of more
importance to a career than getting along with HNCs. In fact as a number of writers,

including Bedi (1991) point out, getting on with locals is seen as being a symptom of

‘going native’ and being unreliable.

Hailey (1994b) found that colleagues of the same nationality are often responsible for
reporting on the performance of expatriates to the head office. There is then a trend to

decry the contribution of the hosts, to send more expatriates and to enforce more strictly
the HO ethnocentric policies. Most expatriates are appraised by fellow expatriates locally

or at head office whereas the senior locals tend to be appraised by expatriates who may
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have different values and objectives. Bedi (1991) found that expatriates even when
employed on local terms, rather than be seconded by a parent organisation, are often
concerned with immediate profit rather than establishing competitive advantage and long
term relationships and alliances. Their main concern is immediate reward or their own

career advancement not the well being of the organisation and the employees.

2.7.11 Expatriate Adjustment.

Black (1988) focused upon the expatriate interaction with HCNs as the most important
part of adjustment. He found no connection between previous expatriate experience and
ability to interact with locals in other locations. But in the view of the present writer if an
expatriate cannot get on with one set of locals then he is unlikely to get on with other sets
of local citizens. This may be because of the person’s inability to accept differences or

ambiguities in social and business settings.

Tayeb (1988 and 1994) considers that much expatriate failure is the result of an individual
having a low tolerance of ambiguity and so choosing to separate himself from such
situations. If employee commitment is low then management will attempt to overcome
this by imposing greater control and supervision- may be, through introducing TCNs and
other expatriates. By their nature most expatriates tend to be self sufficient and self

centred so do not have a strong affinity with the employing organisation unless there 1s a

strong correlation between the individual’s and the employer’s interests.

57



2.7.12 Expatriate’s Role in Training.

Nadler (1993) suggests that there are two types of expatriates in the Middle East- those
who are doing jobs that no national will do and those doing jobs that the nationals will do
after they have been trained. He believes that the process of localisation consists in hiring
an expatriate (who has probably never trained anyone before) for as long as it might take
to train a local- this is rarely successful. If two expatriates arrive and are asked to train
locals the one that succeeds will be sent off upon completion whereas the other who

doesn’t succeed in training a successor will be kept on for an indefinite period.

Nadler suggests that expatriates should be trained in training skills. There should be
regular reviews of trainee’s progress from the point of view of the local, the expatriate

postholder and the organisation (in the form of the senior line manager). He suggests that

when a trainee is half way through the period of training the trainer be given another

person to start training.

The focus of training and selection, in the opinion of Scullion (1992), is on expatriates
not HCNES. It is often more expensive to train host country nationals in thetr own
countries than to train home country nationals due to the lack of support facilities. The

training must be adapted to the local situation and not just exported from head office.

Even if the local culture does not appear to be different the situation in which the training

takes place 1s certainly different.
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2.8 ‘Centric’ Staffing Policies.

Having considered the use of expatriates we now consider some of the reasons which may
cause organisations to pursue policies which, at their crudest, are racist in origin. Often
the reasons are unconnected with performance but relate to communications, control and
trust. Sometimes the policies are based not on race but on shared culture, irrespective of

race, but usually no matter what the justification or rationalisation it does usually appear

to the nationals of countries hosting the expatriates that decisions on appointments and

promotion are based on race or at least ethnocentric factors which exclude outsiders.

According to Perlmutter (1969) international organisations may pursue one of three
policies:-

o Ethnocentric- parent country nationals (PCNs) to subsidiaries,

e Polycentric- overseas posts filled by host country nationals, or

o Geocentric-all posts filled on basis of merit not nationality.

Banai (1992) added to that list:- Regiocentric- posts filled within area by nationals of the

region.

Banai considers that there is no scientific basis for saying that any one policy is better or
worse than any other. The current writer believes that there are advantages in pursuing

particular policies to meet particular circumstances and these are discussed below.

At the most basic level one would have to accept that an ethnocentric policy must be
pursued when there are no relevant skills available amongst the HCNs. It may also be
necessary to pursue such a policy for a period when there is a chronic shortage of skills. It
can be argued that in the long term all skills may be acquired if the organisation is willing
to pay an appropriate price. But in the short term this may not be possible even if there is

agreement on what 1s an appropriate price.
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Dowling and Welch (1988) show that an ethnocentric staffing policy is common when
setting up an operation where prior experience is essential. They also found ethnocentric
policies used when there were thought to be shortages of qualified host country nationals
or where the organisation wished to have a strong link to the head office. They consider

that a polycentric staffing policy:-

* avoids the language difficulties and adjustment problems of the expatriate;

e avoids drawing attention to the organisation in sensitive regions;

* avoids the expense of employing expatriates and

e provides a long term orientation and continuity.

But as discussed above, in the section on expatriates, there are problems of trust,

corporate culture, control and head office support.

The geocentric approach depending on having the best people for a job irrespective of
their nationality requires much investment in training and development, standardising

remuneration and other staffing policies.

Banai (1992) suggests that head office staff believe that the appointment of PCNs is

advantageous because:-

¢ PCNs have superior technical skills,

¢ PCNs have particular management skills,

e PCNs are aware of the MNCs characteristics and people,

e PCNs will fnanage subsidiaries in accordance with the head office requirements.

Where there 1s more than one racial or religious group in the local operation the PCN is
seen as neutral and they are loyal to the head office and parent group. Banai is referring to

PCNs but it is likely to be that these beliefs apply to virtually all expatriates of the same
race as the observer. The beliefs occasionally apply to a different race provided this is a

race which 1s seen as having greater prestige than the local population.

Customers, government officials and local stakeholders prefer to deal with fellow

nationals who they see as being knowledgeable about the culture and are likely to be
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around for a while. The host country nationals also think that the head office could send
better expatriates than they do so. The hosts feel exploited by managers who fail to

develop the locals. If a few host country nationals can be shown to the head office to be
making a significant contribution then policies may change to polycentric or geocentric

policies.

Banai believes that ethnocentric policies can only be overcome by host country

government legislation but in the experience of this researcher often the result 1s that a
different ethnocentric policy is applied e.g. Bumiputras favoured in Malaysia and Arabs

rather than Iranian origin citizens in the UAE.

It 1s suggested by Marginson et al (1995) that Japanese & American companies are more
ethnocentric than European equivalents. This can cause them to prefer to rely on

expatriates rather than host country nationals to manage their overseas subsidiaries. On

the other hand, as conceded by Korbin (1988), Americans are often reluctant expatriates.
Therefore US MNCs have sometimes been forced to localise for reasons other than

operational efficiency or strategy.

Korbin (1994) maintains that with a geocentric international HRM policy the nationality
of employees is irrelevant. But this type of policy would cause problems in those
relatively strong economies e.g. GCC, Singapore or Malaysia which have sources of
cheap and competent labour nearby in less strong economies such as Egypt, Indonesia and
Bangladesh. However few organisations in those strong economies claim to be global in

their employment practices.

Worsley (1984) considers that prejudice does not get translated into organised racism
while jobs are plentiful and the best go to nationals. When the attractive jobs go to
foreigners then racism is encouraged amongst the expatriates who think that they are

better than the locals. It is encouraged amongst locals who look for someone to blame for

unemployment or the privilege of the expatriates.
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2.9 Host Country Nationals.

2.9.1 Views on Host Country Nationals.

As mentioned at the beginning of this chapter there is only a very limited amount of
literature, published in English, on the HCN's view of the localisation process. There is
undoubtedly literature written in other languages which will be of relevance. In an

endeavour to gain access to such material this researcher has examined Masters degree

and Ph.D. theses written by overseas researchers as well as abstracts and translations

where these were available.

Where academics mention HCNss this tends to be in the context of training citizens of
host states as a necessary part of doing business in foreign countries. The training is often

encouraged to save the cost of expensive expatriates or to comply with government

regulations. The authors whose work is reviewed in this thesis tend to take a more pro-
active and positive stance regarding the development of host country nationals and
demonstrate the advantages which can accrue to international organisations from such

policies.

One of the earliest works on HCN development was by Potter (1989) who considers that
the fundamental issue in international HRM is how to balance the requirements to have a

high quality workforce and to have national workers. He states that

“Effective localisation has occurred when a local national is filling a

required job sufficiently competently to fulfil organisational needs”.

This is a good and simple definition. Localisation has not occurred if the local just has a
title, isn’t filling the job well enough to meet the organisation’s needs or is being carried
by expatriates. He believes that there are three considerations in ensuring effective
localisation- the nature of the organisation, the capabilities of the individual and the

capacity of the organisation to train for particular skills.
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HCNs seeing an expatriate expert at work may underestimate the skills and experience
being applied. They may not want to learn by progressing up the ranks and in any case are
ambitious to get on quickly. If they don’t get to the front of the queue early promotion
into dead men’s shoes will take a long time. These factors are shown in chapter 5 to be of

great importance to both expatriates and locals.

It 1s suggested by Hailey (1994a, 1994b) that expatriate managers now work with

sophisticated and experienced local managers. They no longer have a monopoly of

knowledge about organisation, technology and information. Most of the banks surveyed
in this thesis have local directors educated to post graduate levels. It is unlikely that

equivalent levels of management in the United Kingdom would be as well educated. In
chapter 4 it will be seen that the Western expatriates, participating in this research, tended
to be less well educated than the nationals. In the case of the non-Western expatriates

were as well, but no better, educated as their local colleagues.

2.9.2 Host Country Nationals in Key Posts.

There is agreement between Hailey (1994a and 1994b) and Potter (1989) that localising
key management posts is of crucial importance to international organisations which try to

balance global and local interests. Hailey maintains that the process of developing host

country managers has to be seen in the context of development in general. The short term

costs of spending on localisation have to be seen as a long term investment.

Hailey emphasises the current resentment and frustration of Asian managers against

expatriates. This could harm the employing organisations. In being insensitive to the local

culture the expatriates are likely to also be ineffective. He believes that localisation 1s an
important factor in any globalisation strategy but that there is no universal formula for
success. Companies should benchmark localisation strategies to understand the dynamics

of the process, even if they do not use these as ‘templates’. He considers that there is a
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role for expatriate operational specialists providing expert advice but there is little need
for expatriates as managers. There may be a use for truly international expatriates 1in

ambassadorial or monitoring roles but not in functional positions.

It was the norm until recently, in the opinion of Banai (1992), for American MNCs to

post parent country nationals to subsidiaries and affiliates to fill most key positions.
These were mainly head office transferees. Recently more host country nationals have
been appointed due to-

e are cheaper to employ than expatriates- in the experience of this researcher that is
not always the case. When there is a shortage of skilled ‘locals’ the host country
nationals tend to demand salaries and benefits equivalent to the expatriates they
replace,

e are viewed favourably by host country governments,

e are perceived as having fewer 'cultural’ problems.

Al-Haj (1989) emphasises that it is not the quantity of nationals in an organisation which
is important but the extent to which they contribute to the decision making process. A
government policy demanding quantities or percentages of nationals in a labour force
leads to the creation of many non-productive jobs. Such a government policy can be
looked upon by commercial organisations as a cost of business or as equivalent to a tax.

The nationals are paid but not expected to be involved in the running of the business.

2.9.3 Managing Host Country Nationals.

Managing host country nationals, according to Trevelyan and Truss (19935), involves a
range of HRM policies including development, appraisal, motivation, career and
succession planning and remuneration. They suggest that the strongest argument for
employing HCNs is their knowledge of the local markets and local businesses. This 1s

supported by results from the current study. The locals will also have a network of

contacts which could aid the business. This network is particularly important if it includes

government officials as the state is likely to have a greater role in the host environment
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than the organisation is used to in its home environment. Not only will the HCN know the
language he will also have some knowledge of the informal systems at work within the

soclety.

Finding suitable HCNs is often more difficult than finding expatriates- initially at least. It

1s therefore worth making an effort to recruit a good group of HCNs. Although not

suggested by Trevelyan and Truss such a group acts as a quality benchmark for others to

achieve and as a controlling group who will later prevent recruits performing at a lower

standard.

Trevelyan and Truss (1995) believe that it is necessary to construct a set of HRM policies

which will attract and retain HCNS. It is no use offering a season ticket loan if there are

no trains or having a performance appraisal system which focuses on results when the

local culture believes that it is the methods i.e. behaviour and relationships, which is

important. In the opinion of Harry (1997b) that all international HRM policies should be

examined from the perspective of both expatriates and host country nationals.

2.9.4 Advantages of Host Country Nationals.

The advantages of employing HCNs instead of expatriates are outlined by Hobrough
(1995). These include:-

o Development of a localised strategy.

e Knowledge of the local market.

e Strong local contacts.
e Better communications with the workforce.
e No heavy relocation expenses.

Inclination to develop longer term strategies.

But in the view of the present writer shareholders may want short term strategies.

o They are a significant human/ cultural resource.
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He thinks that expatriates have been preferred when a company moves into a new region-

as they are known and can be trusted. Locals are usually assumed to be unreliable and of a
poor quality. But locals are better able to find their way around the government machinery
and to build up a valuable customer base. HCNs with the necessary experience are usually

harder to find than an expatriate- but it is usually worth seeking them.

Vance and Paderon (1993) taking an ethical point of view consider that multi national
organisations have a duty to:-

o Assist all employees including the expatriate in the successful execution of their

assignments;
e Avoid discrimination (they do not, however, discuss what to do when the State’s

government discriminates, for example against permanent residents who are refused

citizenship in Brunei or the UAE or non-Bumiputras in Malaysia);

o Encourage full status integration within the global economy;

e Foster personal enlightenment and self enrichment;

e Help individuals develop useful, marketable skills;

e Contribute to the development of a greater and more functional national labour skill
base and

Encourage a long term focus on ensuring value for the maximum number of stakeholder-

this seems quite naive to this researcher who believes that expatriates can look at the long

view as easily as the national can look for immediate results.
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2.9.5 Why Localise?

Royle (1997) writes that even in the days of the British Raj in India localisation was seen
as useful for two reasons - it reduced costs and gave political kudos. Some international

organisations think that if they increase the percentage of local managers they will divert
popular criticism of foreign companies. In practice only a few local leaders and officials
will be aware of the change. In the view of this researcher popular discontent against

foreign organisations will continue, especially if locals are unemployed whilst foreigners

are brought in.

Localisation, in the opinion of Banai (1992) will go some way towards overcoming

problems of poor morale amongst HCNs which is adversely affected by ethnocentric
statfing policies. Banai and the others quoted earlier do not, however, tackle the 1ssue of
low morale of third country nationals (TCNs) and expatriates when they know that only

locals will progress. Nor do they tackle the issue of some citizens having privileges and

others being discriminated against.

Hailey (1994b) in a study of former MBAs in Singapore discovered that the locals felt
that the expatriates relied too much on using head office or company procedures. They
believed that the expatriates failed to adapt their management style to local needs in
respect to time scale, interpersonal relations, use of local networks and their acceptance of
local ethical standards. The Confucian Dynamism, suggested by Bond (1987), requires
taking a long term view, developing mutual trust and building long term relationships not

relying upon western systems of management.

Mead (1995) points out that it is important not to import techniques and standards which
were successful in another location without considering if they are going to be relevant in

the new location. He points out that in many societies family obligations to cousins,
nephews etc. intrude into the workplace and often conflict with organisational
requirements. In many societies expatriate managers learn that:-

“The work ethic is sacrificed to the family ethic.”
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Mead goes on to argue that circumstances which influence an organisation’s wish to

localise include:-

* Industry factors e.g. banking procedures are standardised so experience gained in one
place can be applied in another,

e markets- local or global,

* technology, age and condition of the subsidiary,
e availability of local candidates,

* local government policies on staffing,
e criteria for HO promotion,

e labour market factors (this seems to the researcher to be similar to the availability of
local candidates),
e culture,

¢ communications.

He considers that successful recruitment of local managers depends on supply, language

factors, remuneration offered, other rewards and cultural factors.

2.9.6 Privileged Positions.

The view of Mead, quoted above, led the researcher to explore works on nepotism.
Localisation appears to be very like nepotism as privilege is based upon criteria other than

performance and in which is usually favouritism follows from nationality, membership of

an ethnic or kinship group. Craig (1996) suggests that one man’s nepotism is another’s
loyalty. Leys (1996) explains that in traditional societies a job depends upon birth rather
than competence. In an industrialised country that can be called nepotism. Hayajneh et al
(1994) state that nepotism or favouritism is encouraged by the socio-cultural structure
originating from tribal and kinship relationships. In the context of the GCC States this
writer would add influence (which is generally known as ‘wasta’) based upon language

groups or based upon geographic origin. This becomes more important in the more
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diverse societies of the Gulf region when compared to the less complex (in ethnic terms)
societies of the Levant and Egypt where Hayajneh and colleagues carried out their study.

When reading the work of Hayajneh and his colleagues it often seemed that the word
‘localisation’ could be substituted for ‘nepotism’ and the issues and conclusions would be

similar to those in the present study.

Privilege often results in dissatisfaction amongst the less favoured and can lead to
ineffective working arrangements. Not that Hayajneh and his colleagues maintain that

nepotism always has disadvantages. Although nepotism may damage the good of the

community this is more than made up for by the stability family loyalty brings to the

society.

In general, however, Hayajneh et al found that nepotism has negative impact on
employees, management and organisations. They demonstrate negative affects on

employee/ management satisfaction, motivation, morale, loyalty, commitment, co-
operation and productivity. They quote managers reporting high levels of negative impact
upon the organisation’s mission, objectives, goals and effectiveness. Greenberg and

Baron (1997) believe that employees who feel victimised, in situations such as nepotism,

may not use their initiative or innovate.

The advantages of nepotism may include:-

e providing an efficient way to identify dedicated staff; improves communications (at
least amongst relations and friends!);

o engenders family competition to the benefit of the organisation;

e keeps difficult younger generations off the streets and

o 'develops pride of ownership and family ties.
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The disadvantages may include:-

e makes supervisors afraid of subordinates who have the ability to complain to senior

staff;

e makes clear to those without influence that their actions will be reported directly to
senior staff;

e puts unfair pressure on the ‘favoured person’ who is uncertain whether rewards are
based upon performance or on privilege;

o causes family conflicts to become mixed with corporate decision making processes.

Poor morale occurs when hard working, talented managers have their advancement
blocked- this also discourages potential recruits. This has become a problem in the UAE

where it has become difficult to recruit expatriate staff apart from those towards the end

of their careers.

Hayajneh et al say that nepotism leads to absenteeism and high rates of turnover. But in
the UAE and other GCC countries many employees share accommodation or have only

limited facilities such as air conditioning available and there are laws against the transfer
of sponsorship and difficulties in staying away from work. So absence or high turnover
rates are rarely found as a symptoms of dissatisfaction with localisation in the GCC
states. A symptom may be found in the problem which many employers experience with

staff returning late from leave.

2.9.7 Changes in Education Standards.

It is suggested by Lin (1991) that as society develops the general achievement norms set
for citizens become higher. The raising of standards of achievement becomes particularly
important in the realm of education. Requirements for literacy are increased and are often
accompanied by the need for many members of the working population to become bi-
lingual or tri-lingual. Levels of qualifications demanded become higher and with that the

costs of achievement become greater. This leads to drop outs amongst students as there is
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no change in the levels of intelligence at birth to accompany development of the society.

The psychological and emotional costs of meeting ever higher aspirations also increase.

Some groups, as well as individuals, might not be able to meet such high costs of
development so fall by the wayside. The gap between the highest and the lowest achievers

becomes greater and more obvious.

The Arab method of education which is dependent upon learning by rote is criticised by
Craig (1996), Al Jassim (1990) and Salman (1988). But they do not mention, possibly
because they assume their readers already has this knowledge, that the words of the Quran
should be memorised and cannot be changed or interpreted. This method of learning
about the word of God being fundamental to the Arab’s life (at least to the vast majority
who are Muslim) is bound to mould the educator’s approach to teaching and study. Ajmi
(1995) believes that Arabic society is full of indoctrinators trying to mould minds. Arab
education is preoccupied with transferring knowledge through imitation and teaching
without analysis and theorising. It shies away from experimentation and empiricism. This

prevents questioning and dialogue. These influences have deprived Arab youth of cultural

pluralism.

Duerr and Green (1968) believe that the reason for the shortage of management talent lies
in the educational system, where there are gaps in knowledge, especially technical and
managerial knowledge. They found it rare for foreign organisations to use American

techniques such as delegation, initiative or profit orientation rather than sales level

orientation. But even in 1968 only two companies in their study admitted preferring

American expatriates to HCNs for managerial posts. They suggest that it is more practical
to export technical expertise and management philosophy than to train American staff in

the subtleties of local custom and practice.

Ajmi (1995) believes that education is the means to instil ethnic values and continuing
cultural heritage. He considers that training is a short term activity aimed at preparing for
a present lite situation. Most of his work is concerned with instilling values in the Host

Countries Nationals to enable them to work with expatriates as confident equals. Al
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Mahdi (1996), who is actively involved in training Bahraini nationals who may be
considered to have been failed by the country’s educational system, believes that the
student population in Bahrain is generally well motivated and works hard to acquire

necessary knowledge and skills. But there are problems persuading them to accept a more

disciplined work ethic and to fit into a modern and dynamic business environment.

Changes in individual behaviour must take place to meet these challenges. There must be
changes in the educational process to assist this. People need more than technical skills.

They must have positive and professional attitudes towards work, be motivated and

possess a sense of responsibility.

2.9.8 Career Preferences.

Duerr and Green (1968) found a greater shortage of HCN's able to manage functions such
as finance, engineering, manufacturing and sales compared to those willing to take on
general management positions. Some of these shortages may, in the opinion of this
researcher, be due to the perception of a lack of power in some types of positions. In the
Asia and the Middle East even the finance function is not credited with much power or
status. These findings of Duerr and Green have been confirmed by LaPalombara and
Blank (1979) who found HCNs were usually employed in personnel, legal, marketing

and public relations positions where knowledge of the local culture is a prime requisite.

As will be seen in chapter 4 confirmation is given by the present study.

LaPalombara and Blank (1979) thought that in each country they studied (Nigeria, Brazil

and Malaysia) local entrepreneurs lacked experience and management skills. These
entrepreneurs demanded returns on investment which were rapacious. They found that
local companies and business communities were unwilling to take on social
responsibilities unlike the MNCs who were either willing or compelled to be act

responsibly.
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2.10 Culture.

“It is only when you meet someone from a different culture to yourself that

you begin to realise what your own beliefs really are.”

Orwell (1962)

Issues of culture and the interaction between diverse nationalities within organisations are

of great interest when considering the subject of localisation. In this review the study of

culture is also used as a means of gaining insights to different values and expectations of
organisations from the view point of the host societies. Such values and expectations may
be talked about in coffee shops or written about in the local vernacular but information

from such sources has limited availability to the academic researcher.

2.10.1 Rélevance of Literature on Culture.

Over the last 30 years literature concerning the influence of culture has offered significant
insights into the issues which organisations and societies must face when dealing with the
development of HCNs and the replacement of expatriates. As Western organisations find
it less easy to impose their own culture on workers and societies they must become more

sensitive and responsive to the expectations and needs of local cultures.

In the view of Huntington (1993) cultural difference is more fundamental than political
difference. He believes that the next major world conflicts will result from clashes
between States with significantly different cultures. He believes that the process of
economic modernisation and social change is separating people from long standing local
identities. Fanon (1983) would agree with Huntingdon, as he believed that colonial
powers, as part of the colonising process, set out to destroy, in a systematic way, the

national culture which previously existed. Leys (1996) criticises Huntington for throwing
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many, so called, facts at an issue but without deploying the facts in a scientific manner.

This causes the facts and conclusions to be distorted.

Non-Western civilisations, according to Huntingdon (1993), have attempted to become
modern without becoming Western. He considers that only Japan, so far, has succeeded in

this attempt. In the future the West will have to accommodate non-Western civilisations

whose power is close to that of the West but whose values and interests differ

significantly from those of the West. In the future there will be no universal civilisation

but a world of different civilisations which will have to learn to co-exist.
When considering how to manage cultural differences Harris and Moran (1987) state that

“A global manager must be cosmopolitan, effective as an intercultural
communicator and negotiator who creates cultural synergy and leads cultural

change.”

This researcher believes that cultural variations should be looked upon as potential

strengths through synergy not as barriers to working together.

2.10.2 Definition of Culture.

Most literature equates nations with cultures, and often uses the terms interchangeably,

but in this researcher’s experience most nations are multinational e.g. tribes in Africa with

different traditions and behaviours, or Malays, Chinese, Indians and aboriginal groups in

Malaysia or Arab/ Iranian and Sunni/ Shia sections of Gulf Co-operation Council

Countries.

Some researchers, such as Hofstede (1980), regard culture as a kind of collective mental
programming of people in a particular setting. Chew et al (1990) refer to culture as a set

of values, beliefs, attitudes and patterns of behaviour which are common and shared by a
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group of people in an environment. Fountaine (1989) prefers to consider culture as shared
perceptions gained from common experience. These perceptions may be manifest at
national or macro level or could be at the level of organisations. It could be at the micro
level where it involves those participating in a particular task, for the duration of the task.
Fountaine goes on to state that ‘at home’ many perceptions may be universal (we all see

the same) but that does not make them absolute (some day someone may see them

differently).

Schein (1989) defines culture to be

“a pattern of basic assumptions- invented, discovered or developed by a group as

it learns to cope with its problems of external adaptation and internal integration-
~ that has worked well enough to be considered valid, and therefore, to be taught to

new members as the correct way to perceive, think and feel in relation to these

problems”.

Tayeb (1988) defines culture as

‘a set of historically evolved learned values and attitudes and meanings shared by
the members of a given community that influences their material and non-

material way of life’.

The members learn these aspects of culture at different stages of their life in institutions

such as the family, religion, formal education and society in general.

Tayeb (1994) suggests that talking in terms of ‘culture’ is a means of diverting our
attention from the commonly accepted means of describing organisations such as in
terms of technology or structure and so moving towards softer issues such as values,
beliefs and attitudes. She found that the cultural theories of organisations fell short of

giving whole explanations- factors such as age, level of education, position within the
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hierarchy, affected attitudes more than apparent cultural factors. There has been a

tendency to ascribe to ‘culture’ any differences which cannot readily be explained.

Easterby-Smith et al (1995) confirm that culture is extremely difficult to define and can
vary within national borders for example within the UAE there are citizens who belong to

Shia/ Sunni, Iranian/ Arab, Bedu/ Urban groups, all with different cultures and overlaps

between the cultures. In the UAE there are also over 80 other nationalities all residing in
the same country. Fanon (1983) considered that the political regimes of Arab States are so

different that they cannot be considered as a whole even in cultural terms- part of this is

caused by their different colonial experiences. Fanon was mainly concerned with the
states of North Africa which were colonised by the European states whereas those of

Arabia were colonised by the Turks and Persians with a later period of ‘protection’ by

Britain.

2.10.3 Universalist Model of Culture.

Much of the recent literature on the international business environment has been
concerned with the issue of culture. Usually it has been an endeavour to explain how
things work ‘abroad’ in different ways form at ‘home’. Tayeb (1994) has been one of the

few writers to mention that many nations of the world have become diverse in their

cultural and racial mix.

In the years after the Second World War there was an expectation, amongst Americans at
least, that the American way of life was the one that all others would aspire to achieve.

Mueller (1994) reminds us that in the 1960s and 1970s the American way of management
was the one to be learned and put into practice in all circumstances. It was assumed that
managerial skill could be applied universally so there was no need to train for the
environment. That 1s why much management literature suggested that employers

concentrate on technical competence rather than cultural adjustment.
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Historically, according to Norgaard (1994) people who clung to their own traditional
cultures were a threat to modern people’s belief in progress. Those who resisted being
converted to Western values and rationality were not on the path of progress so their,
obviously, eventual demise could, rightfully, be hastened. He suggests that cultural
diversity was possible in the past because cultures had more space, people from different
cultures met less frequently and societies were less economically dependant upon each

other.

2.10.4 Cross-cultural Training.

Often the organisation’s culture is instilled by intensive cross-national management
development courses and by transferring staff between locations. Global organisations use

this corporate culture to overcome the specific national culture of their hosts- and to

Increase corporate power. Modern organisations are not the first to use such techniques.

Both Naipaul (1969) and Worsley (1984) use the same quotation from correspondence

from Taticus to Agricola circa 100AD.

“In the place of distaste for the Latin language came a passion to command
it. In the same way, our national dress came into favour and the toga was
everywhere to be seen. And so the Britons were gradually led on to the
amenities that make vice agreeable- arcades, baths and sumptuous banquets.

They spoke of such novelties as ‘civilisation’, when really they were only a

feature of enslavement.”

According to Vance and Paderon (1993) cross-cultural training is likely to be of most
value in situations where there is a sophisticated workforce willing and able to learn
about the other. If the HCNs are at a subsistence level of economic development they are

unlikely to be interested in the culture of their employers. They are interested only with

the survival of their families.
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In Indonesia Lee and Schwaller (1990) found that most training was aimed at meeting
short term needs for particular skills not to meeting the strategic need of providing a core
of broadly trained professionals with knowledge of all aspects of the business. Vance and
Paderon suggest that the greatest priority of organisations will be to train those HCNSs

Interacting with the expatriates.

The Westerner’s ethnocentrism is reinforced by the foreigner’s deference. Royle (1997)

suggests that the very politeness of the local people can give a sense of superiority to the

expatriate. Seddon (1985) points out that no amount of training will allow an African
manager to give valid performance appraisals to subordinates. Feedback would be too

personal. It is better to teach objective setting and improve communicating the objectives

to subordinates.

Maclachlan (1993) found that senior HCNs managers rarely delegate therefore HCN
middle managers cannot put into practice what they are taught in western style
management courses. Therefore HCN managers can appear to expatriates to be apathetic
and lacking in motivation. This leads to expatriates becoming cynical about HCNs

performance.

Chew et al (1990) suggest that the key factor for international success is good human
resource management. But this is often complicated by economic, legal, political &
cultural factors. Western methods of training such as role playing may not be appropriate
in other cultures. Role playing is difficult when the social norm is to avoid risk. Chew and
her colleagues draw upon Hofstede’s work showing the importance of adjusting training

and development in to be valid in a particular cultural context.

Often MNCs concentrate on technical training without providing appropriate cultural &
personal training. But Chew and her colleagues suggest that instead of concentrating on
this type of training organisations should ensure that expatriate managers are culturally

sensitive so are better able to collaborate with local employees and officials. It is
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especially important to provide self awareness training so that people are aware of their
own culture. Action learning in which small groups of managers work together monitor,

supporting, providing feedback and learning can be most useful.

In the experience of Pun (1990) expatriate students in Hong Kong want to learn in a
heuristic or discovery manner whereas the Chinese want ‘the answers’. This may, in the
opinion of this researcher be due to the differences in teaching methods in their home

school system. The Chinese devote themselves seriously to study and expect the teacher

to drive them hard. According to Pun they tend to be better able to grasp concrete learning

faster than abstract concepts. They tend to be descriptive rather than analytic analyses.
They respond well to trust, support and encouragement. Chinese want the teacher to
confirm even the insights provided by discussion within the group. The teacher is the
expert not the facilitator expected by the Westerners. The importance of power distance

can be seen in the context of lecturing where there is great power distance between the

lecturer and the trainee.

Western managers tend to believe that those affected by a decision are quite capable of
contributing to the decision making process. To many Asians the decision is best made by
experts. Throughout Asia as well as Africa and South America seniority in age brings
respect. The role of the teacher is transformed. The teacher is the person with all the
answers. This is reinforced in many, but not all, Muslim societies where the Quran is the

source of knowledge of Allah and his laws. The scholars who are able to recite and give

opinions based upon the Quran are given much esteem.

According to Tayeb (1988) the methods of imposing authority within an the organisation

reflect those of the family, education and religious institutions. In much of the non-
Western world there is overcontrol through the use of formal authority or rule bound
supervision. Unconditional obedience to authority is to be encouraged. Independent
initiative is stifled and blind compliance results. The reward systems of many non-
Western societies engender a sense of helplessness as much is promised by parents,

teachers, political leaders, bosses but not delivered. This results in a lack of trust in the
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benefits of risk especially when organisations are characterised by negativist attitudes

towards others for example emphasising only what is done wrong not what is done right.

According to Tayeb non-Western family and religious traditions tends to emphasis the
past rather than future which can lead to a lack of concern for future planning - when
things therefore go wrong this is blamed on the situation rather than lack of foresight.
Time is thought of in an abstract way- it is ever present but never passing. Deadlines and

delay are therefore thought of as irrelevant. Examples of this were found during the

research for this thesis.

From their survey Brewster and Harris (1996) found that most expatriates wanted training

in general practical knowledge (especially for the families), cultural knowledge and local

business knowledge. Preparation needs to be directed at a specific job and location.

Seddon (1985) suggests that whilst practitioners are aware of cultural issues in practice
they rarely alter their methods to take account of this factor- culture is seen as an obstacle
to be overcome. He cites the experience of consultants encountering problems in Africa

who found that people in groups gave way to those of higher status or who are older,

behaved in a dependant manner with respect to the foreign expert or resisted being trained

by fellow nationals which they considered as being fobbed off with second class

standards.
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2.10.5 Organisation and Culture.

Before introducing a new technology or to attempting increase skill levels it is important
to have an understanding of the cultures of the various groups present in the workforce. It

is also necessary to understand the factors which may prevent those groups from learning.

Often there is no attempt to disentangle social culture from organisational culture.

Hofstede’s work is an exception in this regard but, because IBM has a strong US structure

of jobs and management, the examples are not necessarily good representatives of

particular countries quoted in his study.

It 1s pointed out by Morden (1995) that Hofstede’s research was concerned with the
wealthy countries of the West and the larger or more prosperous developing countries.
Hofstede suggests that countries with strong ‘uncertainty avoidance’ have high levels of

anxiety and aggression and a strong urge to work hard. Where there is weak ‘uncertainty
avoidance’ then people accept what each day brings and are willing to take risks. They do
not feel threatened by the culture of others. In what Hampton-Turner and Trompenaars
(1994) call ‘communitarian’ societies the individual puts the collective or corporate
interests before his own. Morden demonstrates how an organisation can construct rules to
meet its own needs and society’s needs. Tayeb (1994) points out that whilst Hofstede has
made a great contribution to our knowledge of culture he never investigated, empirically,

the relationship between the dimensions of values and the structure of the organisation.

Many of the cultural studies suffered from methodological weaknesses. Few, if any,
researchers have attempted to study the cultural setting of the organisations they

investigate. Tayeb (1994) cites Child (1981) who points out that those researchers treat

culture as a

“residual factor which is presumed to account for national differences that

have not been postulated before the research nor explained after it”.
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It is rare for academics, Tayeb may be one of the exceptions, to attempt to disentangle the
organisation’s culture from that of the society in which it operates. This researcher
believes that many organisations import and impose their culture into the societies in
which they operate. There have been few attempts to conduct a systematic study of the
cultural values and attitudes of the people concerned by investigating the historical

development of those attitudes and values. Most researchers treat nations as

homogeneous but many countries are multi racial and multi cultural. Many researchers

over emphasise the role of culture and ignore commercial and non-cultural influences.

Laurent (1986 & 1989) contrasts the North American ‘instrumental’ view of the
organisation with the Latin countries ‘social’ view. He and Hofstede have been criticised
by others such as d’Iribarne (1991) for their disembodied treatment of culture. d’Iribarne
sees culture as the result of historic development. He criticises Hofstede for naiveté in
such things as his notion of ‘power distance’ and the dangers of relying on large scale

surveys of cultural differences.

More recent research by Trompenaars alone (1993) and with Hampden-Turner (1994) has
developed Hofstede’s work but has once again been grounded in research through large
scale surveys mainly using employees of a large multinational organisation. In the
Trompenaars study the organisation was Shell whereas Hofstede used IBM. These authors
have found that the sales and marketing departments of firms push hardest for

empowerment and support the appointment of host country nationals as they appreciate

the requirement to have people dealing with customers demonstrating the desire and

ability to provide good service.

Trompenaars (1991) found three basic questions common to all human groups:-
o What is the modality of man’s relationship to other men?

e What is the relationship of man to nature?

e What is the relationship of man to time?
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He believes that each culture recommends ways to answer these questions.

Should our first reaction to a complex phenomenon be to reduce it to its parts (an
analytical approach) or to find a pattern in the whole and relate to that (a relational
approach)?

Are the individual or the group to be of paramount importance?

The societies with an internal locus of control believe in unlimited exploitation of nature
whereas those with an external (or fatalistic) locus believe that the environment controls

their lives. He goes on, in his1993 work, to recommend knowledge of the consequences

of cultural difference being necessary for successful international management.

Wong and Birnbaum-More (1994) use techniques developed by Pugh at Aston and of
Hofstede in studying culture to examine banks in Hong Kong. They discuss the role of
etics and emics to define different patterns of organisation. According to Tayeb (1988)
the ‘etic’ aspects of the formal organisations are aspects such as centralisation and

specialisation and ‘emic’ aspects are work related values and attitudes.

Wong and Birnbaum-More considered methods developed by the Aston Group of
academics, under Pugh, for the analysis of organisations. These used the characteristics
of: centralization, formalization, horizontal differentiation and vertical differentiation.
They considered whether the size of the organisation or dependence on a parent
organisation or ‘power distance’ (to use Hofstede’s concept) or ‘uncertainty avoidance’
(again from Hofstede) made a difference to the structure. They found that the percentage
of expatriates was correlated with the ‘uncertainty avoidance’ of the parent nation. They

found, for example, that Japanese and Swiss, who prefer to avoid uncertainty, employed
more expatriates. They also found that banks which had operated in Hong Kong for

longer employed fewer expatriates.

This researcher wonders if banks which had operated in Hong Kong for a long period had
time to train and to understand the locals. It would have been useful to study this
possibility in the UAE but as only one bank has been operating in that country for longer

than 30 years there were insufficient cases to examine. Wong and Birnbaum-More found
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that size was positively related to structural differentiation but negatively related to
authority. The acceptance of unequal power in the parent society was an explanation of

centralisation of authority in many subsidiaries in Hong Kong.

2.10.6 Arab Culture.

Although the UAE has only a small minority of Arabs (people of Arab origin are a

minority even amongst citizens) it is important to have some understanding of their

culture. This is because most of the people of power and influence are from this culture or
at least pay allegiance to it. Craig (1997) points out that prior to the 1970s oil boom the

region was influenced more by South Asia than by Arabia. In fact until 1967 the currency
of the then Trucial States was the Indian Rupee- even today some old taxi drivers still ask

for their fare using the word ‘rupee’.

Yasin and Zimmerer (1995) suggest that the Arab culture encourages mutual dependence
rather than self reliance. Family ties often reduce labour mobility among the host
population in the Gulf whereas in the Levant there has long been a tradition of travelling
for trade and to improve financial circumstances. In Arabia, as well as much of Asia,

loyalty to the family and old friends makes it difficult to employ outside decision makers

or to dismiss unproductive but long serving staff. A family member or friend will be hired

irrespective of a need of their services or their capability. In such circumstances there may

be little incentive to do well in education or in work achievement.

Muna (1980) suggests that the Arab executive’s role within the community and

organisation is shaped by the expectations of relatives, friends and employees. He

describes soc1o-cultural pressures upon Arab executives including:-

o The low value of time which leads to procrastination;

o The lack of, what he calls, an ‘industrial mentality’ for example aversion to systems
and procedure, lack of organizational skills especially of delegation;

e Restrictions on women in employment;
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o A preference to work alone rather than in a team;

o The tendency to take sole credit for success and to blame others for mistakes;

e A dislike of manual work.

The top executive sees himself as the head of a family. Muna states that there are
distinctly Arab ways of decision making, management of conflict and interpersonal
relations. The Arab style is characterised by a strong preference for personal and informal

approaches to conducting business. Buying decisions are based on the personality of the
salesman rather than the quality of the product. The importance of this is demonstrated in
the answers to some questions in chapter 4. Reputation is important. This reputation is at

stake if the individual does not conform to the community’s norms and expectations.

Arabs are person oriented rather than role or task oriented. That causes rules and
regulations to be overcome by exceptions (because of relations, friends or circumstances).
Arab executives (and in the experience of this researcher, South Asians) value employee

loyalty more highly than efficiency. Expatriates are often bewildered by the discrepancy
between policies and practices. Arabs often prefer to keep rules to a minimum. But Arab
executives influence their society they do not just have a passive role and can influence
the culture. The Arab executive is proud of his people, his organisation and its

achievements.

Islam does not forbid women from working but in the conservative societies of the Gulf
there 1s ‘aib’ (shame) attached to a woman going out of the house to work. Arab
executives, in Muna’s opinion, will encourage female rights and opportunities but not at

the expense of weakening family ties or traditions.

Islam’s concept of equality (combined with the family ownership) causes many Arabian
organisations to have a flat structure. A flat structure also stops rivals building up a power
base. The religious concept of ‘shora’ (consultation to build consensus) is often used to
make decisions even if seeking opinions takes a long time. Individuals are not held
responsible for decisions in these situations. In liberal Arab states the individual is

expected to do his best then ‘Twaki al Allah- leave it to Allah’. The breach of a business
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contract, written or not, is considered to be a religious sin. In the Gulf the nationals view

work 1n terms of status, security, and proximity to home.

86



2.11 Overview of the chapter.

In this chapter we have considered a wide variety of sources for possible insights into
issues and opinions considered of appointing host country nationals to replace expatriates.
The literature search has been of some use but has provided little in the way of a of the
territory to be explored. It became obvious that the only way to discover what were
important aspects of this process was to find out directly from some of the people
involved. This was not going to be easy. As we have seen when reviewing the literature

there are issues of change in power, racial conflict, economic progress and social

structure, all of which are extremely sensitive. Many opinions which could be held by

those involved were not likely to be of a type which they would wish to share with

strangers. Therefore it would be necessary to discover suitable means to gain access to

Issues and opinions.

In searching for suitable means to gain access to this data it was necessary to review the
range of academic tools which were available. Most of the tools used by academics in the
West are of limited value in the Eastern cultures in which this study of localisation was
being conducted. Most tools may even have been of limited use in the West due to the
sensitivity of the topic even in the so-called developed world. For example it is unlikely
that a Scottish manager would be willing to share with a visiting researcher his views on a
Japanese employer’s policy towards the promotion of British host country nation