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aBsTRACT This study examines the role of human resources in strategy formulation
processes in China’s emerging market. Employing a qualitative data driven thematic
analysis, we present evidence collected from six comparative case sites of Spanish firms
in China. Our findings suggest that high performing firms use a dynamic adaptive logic
while lower performing firms use a static structural logic. A dynamic adaptive model of
strategic human resource management is identified, emphasizing a fluid and informal
process between strategy, human resources and international management.
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INTRODUCTION

Strategic human resources (SHR) is proposed as a key imperative in many parts of
the world in achieving sustainable competitive advantages in an increasingly com-
petitive global market (Brewster, 1993; Hendry & Pettigrew, 1992; Truss &
Gratton, 1994). Human resources can also be positioned in terms of the resource
based view of the firm (Barney, 1991): being rare, imperfectly imitable and not
substitutable is a source of competitive advantage. Nonetheless, despite agreement
on the added values of human resources to both a firm’s strategy formulation
and its strategy implementation (Schuler, 1992), the latter has been considered
central to SHR (Becker & Huselid, 2006), while the former has been less explored.
The strategic role of human resources management (HRM) in the strategic for-
mulation process may be particularly important for multinationals operating
within a dynamic business environment, such as China’s emerging market. This
study examines the strategic role of human resources in gaining and sustaining
competitive advantages within the context of Spanish firms in China.
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In this emerging market, human resources (HR) can influence the firm’s align-
ment with local conditions. SHR adds value to strategy formulation in multina-
tional corporations (MINCis) by helping to better address local issues and to upgrade
knowledge about local conditions. This study investigates HR’s contribution to
strategy formulation in an international business context. Specifically, the question
we explore is how do strategy making and human resources influence performance
among Spanish firms in China? We aim to uncover why some firms outperform
others and the role of SHR practices in strategy formulation and local adaptation.

The paper is organized as follows. First, we review theories on strategic human
resources management with reference to international business; this review high-
lights the lack of a clear and unified theory concerning the contribution of human
resources to strategy formulation in MNGCs or to firm performance. We then
pose our research questions for Spanish multinationals’ subsidiaries in China
and explore them by employing a qualitative methodology. Finally, we present our
findings and discuss the implications, limitations and areas for future research.

CONCEPTUAL BACKGROUND

Research on SHR issues has grown significantly in volume and scope, but the field
is still characterized by the absence of a generally accepted definition and solid
theoretical framework (Boxall & Purcell, 2003). What might be agreed upon by
most scholars is that SHR links HR with strategy implementation, ‘covering
rescarch intended to improve our understanding of the relationship between how
organizations manage their HR and their success in implementing business strat-
egies’ (Schuler & Tarique, 2007: 723). Particularly lacking is any attention to how
internationalization, strategy and human resources intersect. To bridge this gap,
we first present a brief review of these literatures, distinguishing formal planning
from informal adaptive processes in strategy formulation along with the related
strategic human resource issues. We then show the results of our qualitative study
to discover how HR can influence the strategy formulation process in an emerging
market context.

Internationalization, Strategy, and Human Resources

Johanson and Vahlne (2003) call for new theories on internationalization due to
the changing global business scene. Among others, the behavioural models assume
that managers act on the basis of their perception and past experience (Eriksson,
Johanson, Majkgard, & Sharma, 2000), and, therefore, an international firm’s
performance is the result of a series of managerial actions. To face new interna-
tional challenges, small and medium-sized enterprises (SMLs) specifically need
to ‘overcome resource/competence deficiencies in areas such as finance and
human resources . . . “contingent” on the levels of resources that the firm has at its
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disposal’ (Bell, McNaughton, Young, & Crick, 2003: 342; see also Woodcock,
Beamish, & Makino, 1994; Yeoh & Jeong, 1995). Similarly, market orientation
plays a crucial part in SMEs’ international business successes within a very volatile
market (Kwon & Hu, 2000: 61).

In their review on strategic management, Hoskisson, Hitt, Wan and Yiu (1999)
assert that the resource based view (RBV) (Barney, 2001) of the firm has gained
prominence in management research as a framework for explaining a firm’s
sustainable competitive advantage. In viewing the firm as a ‘bundle of heteroge-
neous resources’ (Penrose, 1997: ix), the RBV approach distinguishes material and
human resources and links them to firm performance. This view is not only gaining
influence in strategic management, but also in international business literature
(Peng, 2001), including international human resources management (IHRM)
(Wright, Dunford, & Snell, 2001).

Strategy Formulation: Formal Planning and Informal Adaptation

There are many different dimensions and levels in the complex and difficult to
manage strategy process. However, most levels of ‘corporate, business and func-
tional strategies contain human resource issues and implications’ (Dyer, 1983: 258).
Among the different dimensions of strategy process, strategy formulation and
implementation are the two with the most distinctive and interconnected features
(Dyer, 1983; Pryor, Anderson, Toombs, & Humphreys, 2007). Even though
current SHR has been centred on strategy implementation (Baruch & Altman,
2002; Becker & Huselid, 2006), it is in strategy formulation that ‘human resource
issues first arise’ and where ‘opportunities and constraints are translated into goals
and plans regarding scope, competitive thrust, and resource allocations’ (Dyer,
1983: 259).

Dyer (1983) describes strategy formulation in two ways: formal strategic plan-
ning and informal strategic adaptation. The former is a formal process, taking
place in a reasonably well-defined manner. The latter is an informal process,
generally arising from perceived opportunities or from the need to deal with a crisis
facing the firm. Dyer (1983) estimates that around 70-80 percent of all organiza-
tional strategies result from informal adaptive processes. Following such processes,
firms’ often employ formal strategic planning to formulize the results of various
strategic adaptations (Quinn, 1980). Most scholars recognize that the involvement
of HR in both the formal strategy formulation processes and informal adaptation
is critical, especially in the latter.

Strategic Human Resources Management

Research has paid much attention to the role of HR in strategy implementation
rather than strategy formulation, even though both have been addressed as
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relevant (Schuler, 1992). The focus on strategy implementation might be the
critical differentiator in a mature market; nonetheless, in an emerging market,
the role of HR in strategy formulation may need more consideration. In a firm’s
search for competitiveness, SHR emerges as a prominent approach to bridging
human resources and strategic management. Scholars have proposed that
‘the pattern of planned human resource deployments and [related] activities
... [may] enable [the firm] to achieve its goals’ (Wright & McMahan, 1992:
298).

Lengnick-Hall and Lengnick-Hall (1988) introduce an SHR typology outlining
various ways that human resources can help the firm gain an improved competitive
position. Schuler and Jackson (2005) call on researchers to devote more effort to
studying the nature of the alignment between managing human resources and the
implementation of business strategies. Becker and Huselid (2006) also emphasize
SHR in strategy implementation. Recent research on strategic international
human resource management also has focused on fitting human resources strategy
with firm strategy (Baruch & Altman, 2002; Schuler & Tarique, 2007). However,
as we have mentioned, little attention has been given to how human resources
contribute to the strategy formulation of the firm, especially in a dynamic context
such as China.

While there is an upswing in organizational interest in China among both
researchers and practitioners (Tsui, Schoonhoven, Meyer, Lau, & Milkovich,
2004), the strategy for operating in this emerging market is unclear. In this
instance, a static fit with firm strategy may not achieve advantages in perfor-
mance due to the constant shifting of both good HR models and the goals of the
firm embedded in a turbulent environment (Lengnick-Hall & Lengnick-Hall,
1988). Current SHR models (Delery & Doty, 1996; Dolan, Mach, & Sierra,
2005) are too static for this dynamic environment. Bringing SHR into strategy
formulation (Dyer, 1983) might be especially important in emerging markets
where new and different institutional, cultural and environmental aspects need to
be explored. This need is the driving force behind our research. We chose to
study Spanish firms in China to take into account the dynamic nature of the
Chinese business environment {(cultural and formal institutional aspects), analys-
ing how Spanish firms integrate SHR into strategy formulation to adapt to the
local context.

Spanish Firms in China and HRM in Spain

Research on Spanish firms in China is scant. Within the burgeoning interest in
China, little attention has been paid to the investment of Spanish firms there.
Historically, they were late to embark on internationalization (Cacho, 2006) and
the relative lack of Spanish presence in China was due to Spanish firms’ focus on
Latin American countries (Cacho, 2006; Duran, 1999).
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Even though Spain is a part of Western Europe, the management of Spanish firms
differs from the dominant Anglo-Saxon style. Despite the growing use of high
involvement or high performance work systems in Spanish industrial firms, this
progress has not been rapid or sufficiently widespread enough to be considered the
prevailing pattern in Spanish industry (Bayo-Moriones & De Cerio, 2001). Tradi-
tional Spanish HRM methods with a ‘Latin style of managing’ (i.e., “inter alia, by
efforts to modernize HRM, a greater reliance on an oral culture and the presence
of subtle “political” structures which unconsciously nurture docile, dependent
attitudes to authority,” according to Mayrhofer and Brewster, 2005: 39; see also
Filella, 1991) continue to be widely practiced in Spanish firms (Cabrera & Carretero,
2005: 150).

The increasing presence of Spanish firms in China (Bregolat, 2007) offers a
unique opportunity to explore the integration of SHR and strategy formulation
in the Chinese subsidiaries of Spanish MNCs. This increased presence also offers
an opportunity to discover why some Spanish subsidiaries outperform others
and to compare the SHR practices and strategy formulation links between these
firms.

Firm Performance

There is disagreement on the meaning of ‘performance’ in the organizational
literature, which may be especially problematic in international subsidiaries (Yan &
Gray, 1994). Some studies have focused on financial measures (Huselid, 1995), and
others have concentrated on productivity and quality (Arthur, 1994; MacDufhe,
1995). The absence of a widely accepted measure of firm performance makes it
difficult to compare findings across studies (Rogers & Wright, 1998).

Following Bird and Beechler (1995) and Yan and Gray (1994), we adopt a
combination of subjective and objective measures to determine overall perfor-
mance. Potential HRM related outcomes include employee morale, employee
tenure, rate of employee promotion and rate of employee turnover. Potential
firm performance measures include profits, sales growth, achievement of parent-
prescribed objectives and performance relative to competitors.

The overarching question of ‘How do strategy making and human resources
influence performance among Spanish firms in China?’ is further broken down
into three specific areas. (i) How are human resources linked with the strategy
formulation process? (i) Based on the premise that the Chinese market is highly
dynamic, the strategy formulation will imply frequent strategic adaptations; thus,
how are human resources involved in these strategic adaptation processes?
(i) What are the differences in SHR practice that distinguish superior performers
from other, less superior performers? In answering these questions, we use a
qualitative case method approach to provide a deep understanding from the ‘inside
out’ (Tsui, 2006). We follow Yin’s (2003) recommendations for case research.
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METHOD
Case Selection

As most Spanish firms in China are not publicly listed, it 1s difficult to obtain their
financial performance data. Cacho (2006) also states that there is difficulty in
obtaining reliable and complete statistical information about the investment
of Spanish firms in China. Therefore, we used various official sources, such as
the Commercial Office of the Spanish Embassy in China, the Consortium of
Commercial Promotion of Catalonia (COPCA), and the Spanish Commercial
Chamber in China’s database for obtaining study samples.

The criteria for selecting sample cases were company size, advances in interna-
tionalization and company age. Consistent with Takeuchi, Wakabyashi and Chen
(2003), only joint ventures with more than 51 percent of Spanish shares or wholly
foreign capital, more than 30 employees and more than five years in operation
were considered for the study. As a result, a list of 16 firms from among the Spanish
firms in China (representing 36 percent of the eligible population) was drawn up by
a team of four Spanish experts — academics, consultants and practitioners with an
average of 11 years business experience in China.

After numerous attempts to contact these firms, six of the 16 agreed to collabo-
rate. In order to compare these six firms using thematic analysis (Boyatzis, 1998),
the final sample cases were divided into two subsamples based on their perfor-
mance: superior performers and other performers. The team of experts assisted in
evaluating the performance of the case firms. The four experts reviewed the
information collected on these firms and triangulated it with their own knowledge.
Both subjective and objective measures were used in performance evaluation.
Among 10 performance criteria, profit, level of performance on parent prescribed
objectives, overall performance, level of employee morale, rate of employee pro-
motion and level of achievement of the initial established goal were measured
subjectively. That is, we measured the above listed criteria based on the qualitative
replies of interviewed managers, experts and observations. Sales growth, relative
performance to competitors, level of average employee tenure and rate of
employee turnover were measured objectively. That is, we measured these four
performance criteria based on figures provided by the company and classified as
high, medium or low within different ranges. For instance, in terms of sales growth,
we collected concrete figures from the company. Two firms (cases B and E) had
40-50 percent growth in the final two years of the study and a projected growth of
30 percent in the following year, so they were rated as ‘high’ in terms of sales
growth. Two firms (cases C and F) had minimal growth of less than 5 percent while
maintaining their production level at the time of this study, and, therefore, we rated
these firms as ‘low’ in terms of sales growth. The other two firms’ (cases A and D)
growth fell between the high and low ranges and were subsequently rated as
‘moderate’. Overall, the experts identified four ‘superior performers’ and two
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average or ‘other performers’. They belong equally to two industrial groups (com-
modity goods such as confections and non-commodity goods such as transporta-
tion). Table 1 shows the criteria used in evaluating the performance of these six
firms along with the resulting overall categorization of each as ‘superior’ or ‘other’
performers.

Data Collection and Analytical Approach

The data were collected based on Stake’s (1994: 242) view that the researcher
should ‘spend substantial time onsite, [be] personally in contact with activities and
operations of the case, reflect [upon and] revise the meanings of what is going on’.
To this end, the data collection process combined qualitative techniques such as
interviews with semistructured questions (Fontana & Frey, 1994), observation
(Adler & Adler, 1994), interpretation of documents and materials (Hodder, 1994)
and personal experiences (Clandinin & Connelly, 1994).

Most SHR rescarchers have collected data from HR managers (Boxall, 1996),
which limits the information source and ignores other organization members. In
this study, we included diverse key managers who were strategic decision-makers
(including CEOs in headquarters and subsidiaries, HR managers, strategy plan-
ners or other functional managers). As triangulation is important for theory devel-
opment (Knoppen, Dolan, Diez-Pifiol, & Bell, 2006; Strauss & Corbin, 1992), we
also collected data from moderators such as former employees, consultants and
independent observers who had close relations with these firms. Other data sources
included journals and newspapers, internal documents, internal magazines,
websites, and on-site observations. The different perspectives from Spanish and
Chinese managers offered complementary data that helped create a more com-
prehensive picture of the firm. Table 2 shows the data sources and information
used for triangulation of the data in each case.

The data driven code development of thematic analysis (Boyatzis, 1998) was
adopted for analysis. This includes identification of themes and development of
codes and clusters. We began by ‘reducing the raw information [in the different
subsamples of transcribed qualitative data], identifying themes within subsamples,
comparing themes across subsamples, creating a code [book], and determining the
reliability [of the code]’ (Boyatzis, 1998: 44). To test the reliability of the codes,
we distributed the qualitative data to 40 master’s degree students enrolled in
an international management course at a European business school, who were
divided into eight teams. The code development process outlined above was
repeated, using two cases (A and B) until a consensus was reached. We achieved an
initial reliability of 85 percent for case A and 75 percent for case B and established
a 100 percent final reliability for both cases by revisiting and discussing each code.
As acceptable code reliability is greater than 75 percent (Boyatzis, 1998), both the
initial and final reliability test results were acceptable for both cases. The code book
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was used when analysing the data of the other superior performing cases, D and E.
Agreements on these two cases were good with respective reliability of 90 percent
and 95 percent. Based on the high reliability of these four cases, the code book was
applied to the two remaining cases, C and F.

RESULTS

The thematic analysis processes across the subsamples resulted in three clusters or
domains: general strategic management architecture at the firm level, factors
pertaining to SHR and features relating to international management. Each of
these clusters is discussed below comparing ‘superior performers’ with average or
‘other performers’.

General Strategic Management

We define general strategic management as the ability to formulate and implement
strategy to achieve sustainable competitive advantages and superior performance.
Across the six cases, we identified the themes of ‘corporate values and vision’ and
‘strategy formulation and implementation’ under the domain of general strategic
management. The first theme, corporate values and vision, has three subthemes:
holistic vision, leading vision and humanistic vision. Holistic vision is the ability to
see and plan into the future by incorporating perspectives from different stake-
holders, considering integrative business models and timing. Leading vision is the
ability to lead or inspire to lead in the deterministic context or industry. Finally,
humanistic vision is the ability to align people with an organizational culture
focused on development. Details for each theme and subtheme with some illustra-
tive quotations from the data are shown in Table 3.

According to Dolan and Garcia (2002: 116), ‘Values are words and, therefore,
relatively simple structures of thought which nevertheless encompass complex
ideas about the reality desired by people.” Values and cultures reflect more con-
crete concepts that allow one to begin to read an environment (Siegel, 2001) and
aspects of the artifacts that are visible in organizational structures and processes
(Schein, 1999). The values and culture embedded in an organization enable people
to conceptualize a strategic vision of the future. A holistic vision provides an
integral business model, considers different stakeholders (especially Chinese part-
ners, in our cases) and timing in planning (short, intermediate and long-term
plans). Superior performers consider multiple relations with other stakeholders
while other performers did not take advantage of their stakeholders. As stated
by one other performer executive, ‘the local partner doesn’t help much .../
demonstrating disjointed interaction and detracting from successful holistic vision.
This coincides with the international HR trends of enhancing the experience of
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multiple stakeholders in the global environment (e.g., Schuler & Jackson, 2005;
Sparrow & Brewster, 2006).

While a leading vision is evident in firms with superior performance, other
performers do not have such aspirations. Superior performers successfully lead the
changes and revolutions in their industries in China and push their local com-
petitors to follow them. However, other performers view competition in China
as already so elevated that they are just trying to keep up with the pace. The
humanistic vision of superior performers is reflected in their orientation to people,
an organizational culture that emphasizes development and the translation of
values into practice. These parameters are either absent or found minimally in
other performers. The organizational culture of other performers is more control
oriented and what is said and what is done are not always aligned.

We discovered that the path from corporate values and vision to strategy
formulation and implementation in this changing market needs long-term com-
mitment. Under strategy formulation and implementation, three subthemes were
identified: long-term commitment, gradual business development, and flexibility
and adaptability. Long-term commitment is the ability to think of long-term
schemes and integrate them into the strategic scheme involving both strategy
formulation and implementation; gradual business development is the ability to
advance and progress the business, even at a modest pace; and flexibility and
adaptability is the ability to be open to change and to adapt when given factors
indicate the need to do so.

The superior performers work with a long-term mentality. The other performers
are more focused on the present, dealing with immediate barriers impeding their
strategy implementation. The strategy process (both formulation and implemen-
tation) is gradual among the superior performers, while drastic implementations of
pre-planned strategies are introduced by the other performers. This results in
significant losses due to unrealistic assumptions about markets and goals. Both
strategy formulation and implementation are flexible and adaptive in superior
performers during the process to achieve better performance. One top executive
from a superior performing firm showed such flexible and adaptive tendencies
when saying, ‘the plan cannot be rigid, but needs to be flexible so as to constantly
adjust in accordance with the development.” However, in the case of some other
performers, we found that most adjustments to their business model did not obtain
support from their headquarters.

Strategic Human Resources

Table 4 shows the four themes pertaining to the strategic human resources domain
(i.e., ‘structure’, ‘leadership’; ‘HR policies’ and ‘learning’) with illustrative quota-
tions from the data for each. Under the theme structure are the subthemes of flat
and flexible organism and headquarters (HQ)) and subsidiary interface. A flat and

© 2009 The Authors
Journal compilation © 2009 Blackwell Publishing Ltd

https://doi.org/10.1111/j.1740-8784.2008.00131.x Published online by Cambridge University Press


https://doi.org/10.1111/j.1740-8784.2008.00131.x

SWRYD U0 242
auo dooy 01 pasu noAk Inqg ‘prey ASuizewre
3I0M 2SaUIYY) “SUIYIAIdAD [01U0D 01 BUIYD)

01 sy29Mm 0Mm1 A19A9 A 01 2aBY [N 2] T,

. /2I0W SSUIYI MDJ PUE ISOD S|OJIUOD
oY "uononpoud wodj st JAJL) JUILIND Y],

904n0sau aqissod
A19A2 103 1Yy 03 pey N Arepisqns oy J,
‘waisAs Sunadpnq [enp e yam srernedxo

ue Aq pamoljo} ‘OYH e sIop[oyareys
a1 Jo ouo Aq panrels sem 109foad oy g,

N Burzipeas

pue 1 Surdo[aasp uoaq sey of "opuad

sty st euryy) ut [Arerpisqns oy jo] yamous

oy, “Afwrej e Jo yonw £194 st paSeuew

st uoneziuesIo oyl Jey Aem 9y, "yonu
A1aa sn spoddns [yuoprsosd Arerpisqns o] 91,

SUOISIIP Sunyew

pue [Areipisqns ay] sn Surpuessiapun

ur 9Se9 JWOS SIIJO Jey |, 1oy )

MmO[[oJ A[psop AayT, * * * euryy) ur Suruaddey

soSueyd [[e Sureds ur PoIsaIalul U0 ISIY I}
st [Auedwoo juared jo roumo o] Arurey oy,

‘uonezi[eal-jos pue ssausantoddns
‘AniSajur apnpoul sonsLIAlIeIRY”)
siapea| Areipisqnus Jo SonsLIajoeIRy))

"SOLIRIPISQNS J1IY) UI JUSWUDIA[OAUL
Stopes; s1aarenbpeay oyl JO SSAUISOP YT,

= saLreIpIsqus
15 ur sxapea| OH jo vonedonaeg digsispes]
=) Js1a1renbpesy ur s1ofeuewt
5 1M $1DBIUOD ISO[D PUE 1DIIP IARY OUYm
m s ueamiaq ut surp redourid o st oy 95aUIYy) [BIO] 2 ATRIPISQNS 1) U sIofeurw
= "Arerpisqns 21 jo soSeurw [eI2UF oY) Os[e ay) Jo 1521 a1 ‘uredg woxy sarernedxa "SOLIRIPIS(NS S} pue siouenbpeay sy e
st s1o1renbpeay oy jo 10300a1p ernSnpur oy, 191po om1 pue Juapisard oy 1dooxy,  U2IMII( UONDIBISIUL PUE UOHEBIIUNWIIOD Y T,
Joejrajur Lxerpisqns pue OH
J[Puuosad o[qixoy Aroa
pue ‘@oueuy ‘Aupenb ‘(Y ‘900U pue 2an0e A19A 1nq ‘studuntedap My yum
¢10100.1p [eroudd :Auedwod e jo seare 2IMONAS IR © ST 1] S[9A] AUk INoyim ey "2aMmoNNs [edrydselaty piur ‘xadurod
[BNIIqRY [[B 2ABY OM PUER 2IMIONIIS € ST 219y, A1oa ‘pozneronearing o st Auedwod oy ],  Aue Sumde| woisAs dqIXoy PuR [BIUOZLIOY Y
wstueSa0 IqIxay pue e[y aanypPnng
siouniofiaq 13y10 wouf suoyvioNg) suzuiiofiaq soragns woy suoyvion(y sawaygng sauy |,
“23vjuvapy smjyaquios NSHpyS S, v wwIsNs o sa0anosai uvwny fo gy |
s204n052.4 uvuny nZv.3g NIVIWOd
©
& sased ay woyy suoneionb Suntoddns pue sawRYINs ‘SAWAY) YIM UMLWIOP $IDINOSII UBWINY 218IeNS “§ IR,

© 2009 The Authors
Journal compilation © 2009 Blackwell Publishing Ltd

https://doi.org/10.1111/j.1740-8784.2008.00131.x Published online by Cambridge University Press


https://doi.org/10.1111/j.1740-8784.2008.00131.x

209

International Strategic Human Resource Management

'$0.00821 uewny “YH ‘daSeurwr [erousf ‘o) siourenbpeay QY Huswdoppasp pue yoressar (Y
"asaulyy) 10 ystuedg IaYID WO pare[sULL AIe SUONEION()

S0\
SIalrenbpeay ay3 ur UIed[ 01 SUBIIIUYIN 23uByd 941 10J SI0IDBJ JUBUIWLIIIIP UII( "IX9JUO0D [EUOIIBUINUL
puds am sowmndwog ‘saskojdws asouryn) 2ary [Puuostdd Jo Jururern oy pue UOIIN[OAD Sy Ul INOIARYD(q PIfys 01 seakodurd
1no 10j sowwresdord Jururen owos aey I, Anreruow “quowdoraaap [eoiSojouyoa sy, pes[ pue yoeod 01 sanianoe [eradia g
Sururex) snonunuo))
Jurodmota JULIIPIP B wiody sguryl
295 noA ‘Gurures] dn Suialg 19A9u “Surureay
SOpISaQ 9snedaq Surkjnels st Ir st ynn
OY T, *350[ pey I Yee sSuIyl Urelsd I9A091 ~pardepe pue pores§orur L19a 2q 01 Jre3s
01 9w pao1oj 1 Jey APanisod sewardde noA sIedk 9AY I9YY "SSUIY) 2I0W 99§ P[NOD
1" 219Y) SS2UISN( © UrLi 01 INILPIP noX awn 19A(Q) "Aep 1S1y 9y Tyl 010U -9yep 01 dn umouy st 1eym Surdooy
11 Suryew Sunpowos sey eulyy) 9sneddq p[nod nox -uredg ur se awres o) op 01 pue SuiSutiq jo aourudurew Suoduo
10U ‘[mouy Juop am] ey A[duns staf,  pey am 1ey) Sumuryl SI0LD spew am ‘A[pentuy, pue 28popmouy jo uonisinboe remoadiag
Suruaea] snonunuoy) Surureary
Arerpisqng — "OpISul Woj J1 99 9M pue
Arempisqng — IPISINO WO} LUTYY) MAA [sianrenbpeay] Aoy,
.uredg woyy yuopusdapur anb st Lotjod WH,
OH - eury) ur spoyrow ystuedg aaey “soLIRIpISqNS
OH — . seurerpisqns e 03 sardde jeyp 0) 10113 UE 9q p[nom 1] ‘uredg Jo 950y WOy aorpy ut afqestjdde axe saonoerd
“oedwod [eqo[s e jo Jaquow e jo wed sy,  1ounsp A19a axe euiyD) ul Y[ Jo saorod oy T, MH s19urenbpeayy yorym o1 JuaIxad oy,
satreipisqns
ur saprrod YH S;OH o Lmqednddy
. Pamopoy A[[ny 10u are 1udwdojeAdp
reuorssajoxd pue uoneanowr ‘Sururen Jeuryn) ur JUSUNILIIOD pUE
“I9ADMOT 'SI01DIIIP INO UIRIII 01 SIIYIO oste inq ‘uredg ur Auo 1ou ‘suosiad 159q 21 uonue1AI Funmsar yum sonoeld prepuels
ueyy Arees 19ySiy e Aed opq 9¥IRW O aaey 0) A11 pue 10} joo[ a4 "o[doad ap jo puoAaq Sutod ‘sioyro yim paredwod sarrjod
ut papurwap A1 are seakodurs payrpernidy, Aypenb oy st Auedwod » soyenuaiopp reypy,  sMopge 1)eard Apanear pue Aenb souadng  sasanosaax
WH w A3aS3)ur pue 3dUI[[IIXY ueumpy

woy)

PUEBISIOPUN OF ST T (23] [ INOLGIP 2I0W 2
‘euryy) ur we | 193U0[ 9} INg "IsIUIY)

yam ssaursng Surop Jo j§ooq poos ® st 910y T,

'SIA[ISINO
Aq ssoursnq a1} POULIOJSUBI) 9M ‘[opou
snotaaxd oy yam peq A19A juam sSury) udyp,

uswEpnl

Poo3 SundeIquId pue SIdlLeq Suiyeaiq
‘sontumizoddo Suldjnuapt apnput sourIqy
SIaped[ AIeIpISqNS Jo SINIPqY

© 2009 The Authors

Journal compilation © 2009 Blackwell Publishing Ltd

https://doi.org/10.1111/j.1740-8784.2008.00131.x Published online by Cambridge University Press


https://doi.org/10.1111/j.1740-8784.2008.00131.x

210 Y. Zhang et al.

flexible organism is a horizontal and flexible system lacking any complex, rigid
hierarchical structure. HQ and subsidiary interface is the communication and
interaction between a firm’s headquarters and its subsidiaries.

Within the leadership theme are the subthemes of participation of HQ leaders
in subsidiaries, characteristics of subsidiary leaders and abilities of subsidiary
leaders. Participation of HQ) leaders in subsidiaries relates to the closeness of the
headquarters’ leaders’ involvement in their subsidiaries. Characteristics of subsid-
iary leaders include integrity, supportiveness and self-realization. Abilities of sub-
sidiary leaders include identifying opportunities, breaking barriers and embracing
good judgment in order to make decisions in a changing environment, which are
characteristics of superior performers in comparison with others.

Encompassed in the theme of HR policies are the subthemes of excellence and
integrity in HR and applicability of HQ’s policies in subsidiaries. The former
subtheme reflects HR’s superior quality and relatively greater efforts compared
with others, going beyond standard practice with resulting retention and commit-
ment; the latter subtheme relates to the extent to which headquarters’ HR prac-
tices are applicable in their subsidiaries. For example, the headquarters of superior
performers are aware that simply imposing HR practices on their subsidiaries is not
appropriate or effective as they should take into account the context within which
their subsidiaries are embedded. Instead, their vision is shared with their subsid-
1aries, who then tailor processes and practices based on their clear understanding
of their contextual and market situations. In contrast, the headquarters of other
performers openly claimed that practices are consistent over all their subsidiaries,
while their subsidiaries expressed contradictory views, an example of which is the
remark that ‘[here, in China,] HR policy is quite independent from Spain.’

Finally, the theme of learning encompasses the subthemes of continuous learn-
ing and continuous training. This is a focus on the perpetual acquisition of knowl-
edge and ongoing maintenance of bringing and keeping what is known up to date,
including activities to coach and lead employees to skilled behaviour in the inter-
national context.

Superior performers possess a flat and flexible structure, with high independence
of subsidiaries from headquarters. Their interface between headquarters and
Chinese subsidiaries is multifaceted and multileveled. Conversely, the other
performers are more dependent on their headquarters, while communication is
limited and hierarchical rather than interactive.

Leaders from superior performers’ headquarters are involved actively in
Chinese subsidiaries, and this is shown in their structure and in leaders’ frequent
and close participation in activities of the subsidiaries. In the selection of a leader
for Chinese subsidiaries, superior performers place emphasis on the characteristics
of integrity, supportiveness and self-realization. In terms of leadership abilities
required to operate successfully in China, identifying business opportunities, break-
ing down barriers and embracing good judgment were highlighted.
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A leader’s mental schema influences decisions on human resource policies.
Two key factors are highlighted in the data garnered from the six cases: excel-
lence in human resources with integrity and applicability of HR policies from
headquarters to subsidiaries. Superior performers integrate the policy of HR
excellence into practice; while other performers’ HR perceives this as job fulfill-
ment rather than striving towards excellence. Superior performers also allow a
high level of independence in subsidiaries” HR policy designs, while acknowledg-
ing that Chinese HR policies are becoming more and more similar to those of the
Spanish headquarters.

Due to the constantly changing nature of the global environment, continually
updating knowledge through learning is vital to sustaining a firm’s competitiveness.
Developing organizations with a capability to learn seems to be a natural response
for management in times of rapid change (Huysman, 2000) so as to be able to
survive and gain competitive advantage (Marquardt, 1996; Senge, 1990). Our data
show that superior performers are continuously learning and updating their knowl-
edge, which enables them to evaluate and adapt strategy rapidly to the changing
environment in China. Although other performers also place value on constant
learning and training, in practice it is not as evident. Superior performers, in
contrast, experiment with the learning process in practice throughout the organi-
zation and, in so doing, motivate the firm’s development. Other performers tend to
stay with a practice, thereby limiting the learning and development process.

International Business Practices

‘Market orientation’ and ‘cross-cultural management’ are the two themes that
emerged from the International Business Practices domain, with the latter theme
having four subthemes. The theme of market orientation refers to the action of
performing an accurate market study, being familiar with and adjusting to inter-
national market data. The subthemes under cross-cultural management are as
follows: acculturation process, which involves mutual understanding, mutual
respect and honesty and stereotype avoidance; trust building, which posits trust as
the foundation for the acculturation process, along with intervention by capable
bicultural persons and seeking similarities across cultures; perseverance, which is
the ability to be steady and diligent in spite of difficulties, obstacles or discourage-
ment and to maintain constant effort toward accomplishing things; and motiva-
tion, which is defined as the desire to work in an international organization (see
Table 5).

An initial international market study is especially important to realistically define
the market. While our data show that superior performers carried out a gradual
business development, overcoming any initial strategic errors, the other performers
were production oriented, resulting in a move away from the market. Cross-
cultural management holds special weight in international management since
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psychological barriers (due to the relatively short business history of relationships
between Spain and China) are still impeding many operations. In our study, the
superior performers emphasize acculturation, trust building, being positive and
patient as well as displaying perseverance, with attention to employee motivation.

All four cases of superior performers have followed an adaptive acculturation
process to better understand, respect and avoid stereotypes between headquarters
and subsidiaries and, consequently, have become much more confident with their
operations. Proficiency in communications makes it easier to build trust and
further the positive cycle of the acculturation process. This adaptive acculturation
process also develops more capable people to bridge the two cultures by leveraging
cultural similarities. The four superior performers also show that positivity,
patience and perseverance help in the acculturation process. Acculturation
involves socialization, which can, in part, be achieved by receiving training at
headquarters. This is an effective vehicle for transferring cross-cultural knowledge,
learning methods and customs that help strategy formulation in the subsidiaries.
High rates of turnover among Chinese executives are a constant worry for inter-
national firms (Leininger, 2004), and companies in China struggle to train and
retain qualified managers (Wozniak, 2003). Training at headquarters is perceived
as recognition and status not only through the acquisition of technical skills, but
also because it facilitates an alignment of values that is significant in motivating and
retaining executives. As key managers are carriers of firm and market knowledge,
their commitment and retention in the organization is vital for the strategy formu-
lation and adaptation process. Superior performers listen to their managers’ ideas
and do not rely solely on economic rewards to motivate them.

DISCUSSION

Toward a Dynamic Adaptive Model of International Strategic
Human Resources

In a complex and volatile business environment such as China’s, environmental,
institutional and cultural changes are constant. In order to perform well and
succeed in such an environment, our findings show that business subsidiaries need
to engage cffectively in three domains: general strategic management, strategic
human resources and international business practices. These three domains inter-
act fluidly at the theme and subtheme levels. A static structural representation of
this model is shown in Figure 1, while Figure 2 illustrates its dynamic and fluid
nature. Figure | suggests that strategic HR at the subsidiary level has a more
critical role in strategy formulation and reformulation than HR professionals in
the Spanish headquarters, who have little participation in this process. Therefore,
while strategic deciston-makers influence the strategy making process, the role
of HR in strategy formulation emerges from the data as a key aspect in the
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Figure 1. A static structural model of international stratcgic human resources
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subsidiary’s performance. HR appears to make a vital contribution towards strat-
egy formulation in the six cases analysed.

Figure 2 presents a dynamic adaptive model of strategic human resources,
emphasizing a fluid and informal process between strategy, HR and international
management. Our analysis also suggests that structure and leadership are first
decided and selected by the parent company. Structure is the sequence of firm
creation and development as well as the prescription of initial strategy and other
clements of SHR. The characteristics and abilities of leaders in Chinese subsidiar-
ies are a result of firm development as well as an indicator for future development,
influencing the subprocess of HR policies to create and design a learning environ-
ment, which, in turn, eventually provokes changes in the structure. This cycle
continues, producing a highly fluid and adaptive system.

Within SHR, the characteristics of leaders and their capacities to learn are at the
heart and are drivers of this process, as therc may be no substitute for executives
who are so ‘highly sensitized to human resource issues that they are automatically
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Figure 2. A dynamic adaptive model of intcrnational strategic human resources
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considered whenever strategic issues are addressed’ (Dyer, 1983: 268). This dyna-
mism in leadership and learning builds on, informs or dictates the relatively static

variables of structure and HR policies to act as an integrative SHR process.

Furthermore, Chinese executives participate in the decision-making process, which

motivates them and serves as part of the acculturation process, helping to integrate

the diverse perspectives into a central corporate culture. In short, general strategic

management and international business practices as a whole serve as the basis

for differentiating a firm’s HR architecture and making a positive impact on the
subsidiary’s performance (Dolan, Garcia, & Richley, 2006; Lepak & Snell, 2002).
The dynamic process generated by the skillful weaving together of human

resources as part of a firm’s international strategy formulation and the character-

istics that human resources possess makes the difference between superior per-

formers and other performers in the Chinese market environment. The high

performing firms employ a dynamic adaptive logic while the other performers use

static structural logic. This indicates that superior performers have continuity in
the strategic adaptation process (where SHR contributes to this informal strategy
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formulation) and other performers have an interrupted and discontinuous strat-
egy adaptation process, following a static model within an international business
context that has constantly changing environmental, institutional and cultural
factors.

Limitations and Future Research Directions

Our process related insights from comparative case studies involve an evolutionary
perspective of international performance. The results especially highlight the
importance of a firm’s dynamic flexibility in enabling, indeed conditioning, busi-
ness performance. They call attention to the role of organizational culture, the
contribution of national culture and their propensity towards flexible processes and
systems.

Although our study highlights the relevance of HR’s role in strategy formulation,
which might be especially important for doing business in a transitional and
dynamic emerging market, the results and their interpretation need to be taken
with caution. First, the International SHR model we propose i1s limited to small and
medium-sized Spanish firms operating in the Chinese context. The generalizability
of our results to large MNCs or MNC:s of different parentage is as of yet unknown.
Second, in this study, factors such as time, stage of organizational growth and
market characteristics are not taken into account in order to limit our scope of
exploration to the interaction between strategy and human resources in interna-
tional management. As the institutional environment of China becomes more
developed and the pace of growth slows, HR may play a more important role in
strategic implementation, as is the case in developed economies similar to that of
the USA (Becker & Huselid, 2006; Schuler & Tarique, 2007). Another limitation
1s the inaccessibility of failed firms as well as other firms that chose not to partici-
pate in this study. Even our other performers are doing quite well on some
performance dimensions as shown in Table I. Further research with access to
failed or failing firms may provide clearer contrasts to, or support for, our findings
and help further refine our proposed model.

Despite these limitations, one of the strengths of this study is its focus on the
Chinese business environment. China may become a model of globalization
(Fanjul, 2004) that serves as a reference for other developing countries even though
some scholars have observed that the motivation for globalization among Chinese
firms may differ from accepted international theories (Boisot & Meyer, 2008). This
study focuses on Spanish subsidiaries in China; the findings may serve as a launch
pad for further research in this particular context. Further replication in other
countries and cultures would be desirable to contribute to the emerging field of
internationalization of human resources management.

Some results of our study both support and diverge from current literature in
international business; for example, under the theme of leadership, the finding that
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the participation of headquarters leaders in their subsidiaries was significant to firm
success supports studies done outside the Chinese business environment. Future
studies that replicate this methodology and design in the Chinese context using
larger sample sizes might help strengthen and support this finding. Focusing on the
cross-cultural management process, this study also highlights that a dyadic accul-
turation process builds trust between foreign and Chinese counterparts, which
leads to motivation and performance. Further qualitative research focusing on the
organizational acculturation process may help shed further light on this particular
finding.

Although Barner-Rasmussen and Bjorkman (2007) found a link between lan-
guage fluency and trustworthiness in their study comparing Chinese and Finnish
contexts, our study showed that communication skills rather than language
proficiency led to building trust in such environments. To better understand
if competence i communication and/or language proficiency leads to trust in
cross-cultural business interactions, we suggest that future research employ a
longitudinal design to study how language and communication skills impact the
development of trust in cross-cultural contexts. We believe such a design could
provide deeper insights that would contribute to both the theory and practice of
international management.

Our proposed dynamic adaptive model may be a useful framework for under-
standing the role of HR in changing and unstable environments. Specifically, the
dynamic adaptive logic discovered in this study might be used to analyse similar
phenomena in other cultural contexts and emerging markets (e.g., India) that are
facing similar dynamic challenges; they might also be used to inform future studies
of diverse industries embedded within such volatile environments.

CONCLUSION

This study contributes to the existing need to focus on the process of international
business using qualitative methodologies (Nippa, Beechler, & Klossek, 2007).
Factors such as learning, acculturation and leadership emerged as essential factors
that contribute to firm performance in bi- or multicultural contexts. The study will
help both researchers and practitioners to better understand success factors relat-
ing to foreign direct investment (FDI) in China and international joint ventures
(IJVs).

In conclusion, the results of this study call for a shift of research in the field of
SHR to a new emphasis on strategy formulation in emerging markets as well as
incorporating variables such as leadership and learning pertaining to a broader
definition of SHR. We hope that our contribution will serve as a basis for the future
development of theories that link SHR with managerial decision-making relating
to international operations.
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