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EXECUTIVE SUMMARY

Chapter 1
Objectives & Methodology

As one of the most MNC dependent economies in the world, Ireland represents an
excellent locale for studying MNCs.
This is the first representative study to be conducted on the human resource (HR)
practices of multinationa companies (MNCs) in Ireland. Both foreign-owned and
Irish-owned MNCs are covered.
The analysis is based on 262 (216 foreign-owned and 46 Irish-owned) face-to-face
interviews with the most senior HR person responsible for HR in the Irish operations.
This eguates to an overdl response rate of 63 per cent, a 61 per cent response in
foreign-owned MNCs and 78 per cent in Irish-owned MNCs.
The survey exploresfive substantive aress:

a TheHR function

b. Pay and performance management

c. Employee representation and consultation

d. Employee involvement and communication

e. Training, development and organisationa learning
In asking about policy and practice in these areas, the survey looks at three categories
of staff. These are ‘managers’, the ‘largest occupationa group’ (LOG), and the ‘key

group’.

Chapter 2
Profiling Multinational Companiesin Ireland

Foreign-owned MNCs in Ireland primarily come from the US, UK or mainland
Europe.

Only a small proportion of MNCs in Ireland originate in Asia or other countries
outside of Europe and the US.

There are however a substantial number of indigenous MNCs.

The mgjority of MNCsin Ireland are now located in the service sector. The remainder
are mostly involved in manufacturing. However, a number of MNCs engage in both
service and manufacturing operations and can therefore be classified as ‘ multi-sector’.
Firms vary greatly in terms of their Irish and worldwide employment where
indigenous MNCs tend to be the largest domestic employers whilst foreign firms have
the largest worl dwide employment.

Foreign-owned MNCs tend to be relatively new to the country with two thirds having
established since 1980.

Among foreign-owned MNCs, opening a ‘greenfield site’ facility is the predominant
form of entry into Ireland.

Irish-owned MNCs are late internationalisers, with seven in ten having established
foreign operations since 1980. Just over haf internationaised through the
establishment of ‘greenfield’ sites rather than through merger/acquisition.

Irish MNCs have expanded internationaly quickly. Over eight in ten have operations
in more than two countries.

The great majority of MNCs have two or more sitesin Ireland.

Respondents predominantly believe the Irish operations are of great importance to the
overall performance of the parent company. Furthermore the majority of MNCs also
report that the importance of the Irish operations has increased over the past five
years.

An overwheming majority of respondents are extremely satisfied with various
measures of the Irish labour force, such as quality of graduates, and the workforce's



13.

14.

15.

16.

=

10.

11.

ability to learn new skills. However, one noticeable concern was in relation to the
availability of university graduates.

Perhaps not surprisingly, cost concerns are clearly the most important area of disquiet
among MNCs. General operating costs and labour costs are the most important
influencing factors in whether the Irish operations receive new investment or new
mandates from the parent company.

Seven in every ten MNCs indicate that male employees make up in excess of half of
the workforce.

The use of ‘atypical’ forms of employment (i.e. part-time and temporary workers) is
relatively low.

Just over half of the MNCs recognise a ‘key group’ of employees which range from
analyststo chemiststo research and development (R&D) steff.

Chapter 3
TheHR Function

Some 54 per cent of all MNCsin Ireland have a HR information system (HRIS).

39 per cent of firms reported usage of shared services centres. Of significance and
somewhat surprising is that the level of utilisation of shared services centresis higher
amongst Irish MNCs than foreign MNCs.

UK and US owned MNCs are aso much more likely to have a shared services centre
than MNCs from therest of Europe or the rest of world.

There may aso be an interesting sectoral effect between foreign and Irish MNCs.
Two thirds of foreign MNCs engaged in multiple sectors have a shared services
centre whereas the corresponding figure for Irish MNCsisjust 17 per cent.

The use of HR policy formation bodies/committees was quite widespread (59 per
cent) amongst MNCs, dightly higher than the figure found in the UK (53 per cent).
The prevaence of these bodies was higher in foreign-owned than among indigenous
MNCs.

Nationality was once more found to be a source of variation between firms with US
owned firms most likely to have such a body/committee.

Companies engaged in multiple sectors were much more likely aso to have such a
committee, with 93 per cent of al foreign-owned MNCs having one. On the
indigenous owned side, manufacturing MNCs most commonly had a HR policy
formation body (73 per cent).

In terms of networking between HR managers in different countries, MNCs are
broadly speaking, using a number of different mechanisms. Clearly the most popular
mechanism is regular face-to-face meetings (78 per cent), followed by virtud
networks (74 per cent). The figures differ dightly amongst foreign and Irish-owned
companies, with foreign MNCs more likely to engage with these methods.

The findings indicate a high level of monitoring by senior international level
management among both foreign-owned and Irish-owned firms.

The most monitored areas were employment numbers, labour costs, and issues
relating to manageria grades (pay and career progression).

The level on monitoring was lowest in reation to absenteeism and workforce
diversity.

Chapter 4
Pay and Perfor mance Management

The vast mgjority of MNCs aim to have pay levels a or above the median/midpoint
for al employees. Multinationals in the service sector consistently aim to bein the 1st
or 2nd pay quartile compared to MNCs in the manufacturing or multi-sector.

The vast mgjority of MNCs report the utilisation of performance appraisal schemes.

Vi
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Foreign-owned MNCs are more likely to use performance appraisals than Irish-
owned MNCs.

The use of ‘forced distribution’ and peer/360 degree feedback are more common in
foreign-owned MNCs.

Variable or performance related pay (PRP) is extensively used for al employees,
particularly for the ‘key group’ and managers.

US MNCs are marginally more likely to use PRP systems.

Employee share ownership, profit sharing and share options are used by
approximately one third of MNCs for each category of employees.

Foreign MNCs tend to have considerable discretion in the area of pay policy, variable
pay and performance appraisal.

Irish-owned MNCs afford significantly lower levels of discretion in all reward and
appraisal areas.

MNCs located in the manufacturing sector report greater discretion in the alocation
of rewardsto al employees.

Chapter 5
Employee Representation and Consultation

61 per cent of al MNCs engage with trade unions with union recognition highest
among manufacturing sector and lowest among US MNCs.

Whilst reporting high level of union recognition in Ireland, Irish-owned MNCs report
lower levels of union recognition abroad.

We find the existence of non-union structures in 32 per cent of al MNCs with a
significant growth in these types of structures over the past three years.

We point to the emergence of atrend of unionised MNCs not recognising unions in
their new dtes, a phenomenon referred to as ‘double-breasting’. Almost 6 in 10
MNCs are engaging in some form of double-breasting, with it particularly prominent
among US MNCs.

There is high collective bargaining coverage amongst the largest occupationa group
(LOG) with astrong sectoral effect where 79 per cent of MNCs have coverage greater
than 75 per cent.

Nationa collective bargaining is the preferred method of pay determination for this
particular group of employees with individual measures the most common method of
pay determination amongst managers.

Unionised MNCs are much more likely to follow the terms of nationa level
agreements. Where national level agreements have an influence on non-union MNCs,
they are much more likely to report to paying above the terms of these national
agreements.

There is evidence of high levels of information and consultation provided with a
significant minority reporting that the Information and Consultation Directive had
initiated changes in employee consultation.

There are high levels of discretion afforded to subsidiaries of foreign MNCs over
trade union recognition, union involvement in decison-making and employee
consultation.

In contrast low levels of discretion are afforded by Irish MNCs to its foreign
subsidiaries.

Chapter 6
Employee Involvement and Communication

Thereis acomparatively high usage of individua communication mechanisms.
Problem solving groups are present in nearly three-quarters of companies and these
were the most common form of direct involvement.

vii
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55 per cent of companies had formally designed teams — this is much lower than the
73 per cent figure found in the equivaent UK survey.

Despite impressions to the contrary formally designed teams were not more likely to
be present in US companies.

Variation by country of origin was substantial with 84 per cent of American MNCs
having problem-solving groups.

Eighty-five per cent of manufacturing companies had problem-solving groups as
againgt 66 per cent in the service sector. In contrast 56 per cent of service
organisations had formal teams as against 51 per cent in manufacturing.

The main communication mechanisms are the traditional ones of meetings between
line managers and employees, meetings with the whole workforce and systematic use
of the management chain. These mechanisms are d so considered the most important.
There is adso dgnificant growth of newer forms of communication via emails,
newd etters and use of a company Intranet.

There is a much lower usage of attitude and opinion surveys and only three
respondents — one per cent of the total - considered these the most important
communication mechanism.

Seventy three per cent of companies provided information on the financial position of
the company in Ireland and sixty-two per cent on investment in Ireland and fifty-nine
per cent on staffing plansin Ireland.

American companies were to the fore in financiad and investment information
provision.

Irish MNCs reported higher provision of information on staffing plans in Ireland
compared to foreign-owned MNCs.

MNCs generdly appear to have a high degree of discretion over most forms of direct
communication mechanisms, with the exception of attitude and opinion surveys.

Chapter 7
Training, Development and Organisational Learning

A magjority of respondents indicate that the training and development expenditure of
the Irish operations congregates in the “greater than 1 per cent but less than 4 per cent
of the annual pay hill” category.

The biggest ‘spenders (i.e. those spending in excess of 4 per cent) are US owned
MNCsfollowed by UK and European MNCs.

Almost two thirds of firms have a successon planning system, with the
overwhelming magority of these being global in orientation.

Relatively few differences were found according to nationality of the MNC or
industrial sector. However multi-sector MNCs are the most likely to have a global
system.

In terms of country of origin, US-owned MNCs are most commonly found to have a
global succession planning system.

Just over haf of multinationals have aforma management development programme.
Again, these programmes tend to be globa in reach rather than local programmes.
US-owned firms were found to be the most likely to use dl of the management
devel opment interventions explored.

Some 57 per cent of firms that identified a ‘key group’ report they have a specific
development programme for these employees.

While less than half of multinationals have a formal organisational learning policy in
their Irish operations, a much larger percentage indicated the use of a number of
mechanisms for organisationa learning purposes.

The most popular mechanisms used are internationa informa networks and
international project groups.

Foreign-owned MNCs (54 per cent) were substantially more likely to have a formal
organisation learning policy compared to indigenous Irish MNCs (29 per cent).

viii
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Parent country nationas no longer dominate the expatriate population. A substantia
number of firms indicated the use of third country nationals in addition to parent
country nationals.

The findings indicate a variance between the levels of discretion afforded to local
management across various T&D policy areas. However on a whole there are
relatively high levels of autonomy afforded to local management.

Not surprisingly US-owned MNCs are least likely to report full discretion across al
of the policy areas examined.
Chapter 8
Conclusions

The MNC population in Ireland is composed of a diverse mix of companies,
particularly in regard to factors such as size and sector.

The magjority of MNCs in Ireland are now located in the service sector, though
manufacturing remains an important area of MNC activity.

Irish-owned MNCs comprise in excess of 10 per cent of the total MNC popul ation.

It appears that we are experiencing a high level of ‘job churn’ in MNCs i.e
concurrent job loss and job creation, particularly in the manufacturing sector.
Respondents in foreign-owned MNCs were broadly optimistic about the position of
the Irish operations within their respective corporation’ s value chain.

Most expressed satisfaction in regard to various aspects of the Irish labour force,
including the quality of graduate supply and workforce capacity to learn new skills.
However, a substantia proportion was aso concerned about the decline in the
competitive standing of the Irish economy.

Particular anxiety was expressed with regard to increased operating costs (including
labour costs).

Concern over future labour supply was an important source of unease among MNCs.
Over half the MNC population surveyed reported the presence of ‘key group’.
Country of origin remains a demonstrably influential factor in explaining divergence
in HR practice. Significant differences were found between US, UK, European, Rest
of World and Irish MNCsin relation to many of the different facets of HR explored.

12. A number of notable differences were aso found according to the industrial sector.



CHAPTER 1

OBJECTIVESAND METHODOLOGY

Introduction

Without doubt, a large measure of Ireland’s economic progress stems from its success in
attracting inward foreign direct investment (FDI) by foreign-owned multinational companies
(MNCs). Indeed, many other countries have examined the ‘Irish story’ to establish if they can
replicate its recent ascent to prosperity. Not surprisingly, Ireland is one of the world’s most
FDI-dependent economies, the result of a consistent policy stance of wooing inward FDI viaa
package of incentives, the most significant of which has been a comparatively low level of
corporation tax (cf. Gunnigle and McGuire, 2001; Barry, 2002; Gunnigle et al., 2005).
Notwithstanding this, the success of outward FDI in more recent times has been phenomenal
if not widely known. Indeed Irish MNCs are growing at an extraordinary rate.

This chapter will briefly summarise the importance of inward and outward FDI in the Irish
economy and thereby provide a rationale for the study of MNCs in Ireland. The study’s
objectives will then be detailed. Following this, the research methodology employed is set out
before finally outlining the structure of the report.

Inward FDI: The end of the millennium saw the height of the FDI boom when tota global
FDI inflows reached an al time high of $1.4 trillion (UNCTAD, 2006). By 2003 this figure
had fallen to $537 hillion, while the most recent figures (2005) indicate a substantial recovery
to $916 hillion. Ireland has been one of the major beneficiaries of the global FDI boom. It was
the largest net recipient of FDI in the OECD in the period 1993-2003, recording a cumulative
balance of inflows over outflows of $71billion and making it the world's 11th largest recipient
of inward FDI*. These figures represent an extraordinary performance, given that Ireland
accounts for asmall fraction of the European Union (EU) population. Table 1.1, detailing FDI
inflows into selected countries over the period 1997 — 2005, shows the staggering growth in
FDI inflows achieved by Ireland in thisrelatively short time period.

Table 1.1 FDI inflows 1997-2005 ($million)?

1997 1998 1999 2000 2001 2002 2003 2004P 2005E
Ireland 2,709.6 8.856.3 | 18,2112 | 25,784.2 9,652.7 29,350 22,802.8 | 11,1654 -22,759.1
Germany | 12,2434 | 24,596.7 | 56,077.3 198,313 26,419 53,570.8 | 29,228.2 | -15,122.9 32,642.9
Czech 1,301.1 3,716.4 6.326.2 4,980.2 5,644.6 8,483.5 2,108.7 4,975 10,987.5
Republic
UK 33,2449 | 743489 | 87,9728 | 118.823.8 | 52,650.2 | 24,0519 | 16,8459 | 56, 253.2 | 164,499.2
us 105,603 | 179,045 | 289,444 321,274 167,021 80,841 67,091 133,162 109,754
Poland 4,908.2 6,365 7,270 9,343 5714 4,131 4,870 12,355 7,724
Sweden 10,967.4 | 19,842.7 | 60,929.1 | 232455 | 11,900.1 | 11,7341 | 1,285.3 -1,852.2 13,691.5

Adapted from OECD (2006). p: projected; e: estimate.

In spite of 9/11, the dot.com downturn and more recently the pattern of MNCs closing
operations in Ireland, manufacturing investment in Ireland in 2004 amounted to some $10.4
billion (3% in the world after the UK and Canada) while total US FDI in Ireland amounted to
$73billion —afigure several timeslarger than that for China (UNCTAD, 2004). Indeed MNCs
currently account for amost 50 per cent of manufacturing employment in Ireland (Buckley
and Ruane, 2006). The most recent data on employment in foreign-owned MNCs from the
state development agencies show that there are 982 foreign firms in Ireland employing in

! Figures compiled from OECD International Direct Investment Statistics, http://www.oecd.org.
2 Where a negative figure is shown this reflects subsidiaries repaying loans to the parent company.




excess of 134,000 people (IDA Ireland, 2007). Arguably, this figure is under-estimated due to
the exclusion of non-grant aided or assisted MNCs (McDonndll et a., 2007).

Acknowledging that Ireland’ s successin attracting new FDI was likely to recede in the face of
more intense international competition for FDI (especialy from Asia and the new EU
accession states) and increased operating costs, the industrial promotions agencies pursued
two notable changesin strategy (cf. Gunnigle et a., 2003):

1. Shifting the emphasis away from attracting new greenfield start-ups towards the
retention of existing MNC facilities through facilitating the Irish subsidiary’s move
up their corporation’s ‘value chain’ by securing the production of higher margin
products or services and developing greater product development and research
capacitiesin the Irish sites.

2. Placing a greater emphasis on regional balance in the geographic distribution of FDI
(essentialy encouraging FDI projects to locate outside of Dublin and major industrial
centres into more economically disadvantaged regions).

The success of this policy is, of yet, uncertain. However, there have been some positive
indications, with a number of high quality jobs announced in both new start-ups and
expansions of existing firms in recent years. There have aso been some notable closure and
retrenchment decisions, particularly and predictably in the high-volume manufacturing sector.
The fact that in more recent times the service sector has overtaken manufacturing as the mgjor
source of employment is another indicator of the change in the foreign direct investment
landscape in Ireland. The service sector now accounts for amost 66 per cent of total
employment there (Eurostat, 2004). Of particular importance has been the role of the
International Financia Services Centre (IFSC) which, in 2004, accounted for the mgjority of
FDI into Ireland at €4.4 billion, compared to €1.5 billion for non-IFSC FDI (Forféas, 2006).

Somewhat paradoxically considering it represents one of the primary growth engines of the
service sector, the retail sector has been under represented in extant research on MNCs in
Ireland (see McDonnell et d., 2007). The most recent census data show one in seven people
now work in retail and wholesale outlets, making the sector the country’s biggest employer
(Kelly, 2007). Of the 1,930,042 employed people, a total of 13.3 per cent work in the retail
sector compared with 12.6 per cent in manufacturing and 11.1 per cent in construction (Kelly,
2007). The arrival of retailers from the UK and further afield has played a mgjor role in this
growth and it is expected that more new entrants will establish in Ireland (Feeney, 2007). Itis
now arare occurrence for amedium sized Irish town not to have aretail park consisting of at
least one multinationd retail chain, for example, Tesco, Penney’s, and B& Q.

Outward FDI: An even less heralded but especially significant development is the surge in
outward FDI and the significance of the ‘Irish MNC'. Remarkably, over recent years, the
scale of inward FDI is now more than rivaled by outward FDI by Irish-owned firms. In 2005,
FDI outflows stood at $12,931 million, a significant increase from the 1997 level of $1,014
million (UNCTAD, 2006). Ireland now has a larger stock of outward FDI as a percentage of
gross domestic product (GDP) than most EU countries, and substantialy higher than the EU
average (Forfés, 2007). Furthermore, outflows have grown more sharply than inflows in
recent times, reflecting the increasing numbers and scale of Irish-owned MNCs (Barry et al.,
2003; Everett, 2006). Interestingly cluster analysis of the most recent FDI figures for OECD
countries places Ireland in the group of countries with the second largest level of FDI
outflows, along with countries such as Japan, Germany, Canada and Sweden (UNCTAD,
2006).



Table 1.2 FDI Outflows 1997-2005 ($million)®

1997 1998 1999 2000 2001 2002 2003 2004P 2005E
Ireland 1,013.7 3,902.1 6,109.1 4,629.6 4,066.1 11,035.2 5,554.7 15,813.1 | 12,930.6
Germany | 41,794.1 88,837.2 | 108,691.6 | 56,567.5 | 39,691.1 | 18,963.5 6,179.5 1,884 45,606.1
Czech 25.2 127.1 89.8 428 165.4 206.5 206.7 1,014.4 855.8
Republic
UK 61,620 122,861.2 | 201,436.7 | 233,487.7 | 58,885.2 | 50,346.5 | 62,493.3 | 94,9285 | 101,079.8
us 104,803 142,644 224,934 159,212 142,349 154,460 140,579 244,128 9,072
Poland 45 316 31 16 -90 230 300 778.0 1,455
Sweden | 12,6475 | 24,3794 | 21,9286 | 40,667.3 6,374.9 10,630 21,259.8 | 11,947.2 | 26,028.8

Adapted from OECD (2006). p: projected; e: estimate

Table 1.2 revea s some interesting findings, not least the variable nature of outflows. However
the most significant aspect is the substantia increase in outward direct investment from
Ireland over the past decade. While some volatility of FDI flows exists, the indications are
that FDI outflows will continue to increase and indeed “Ireland may be adopting the profile of
a more typical developed economy in that it is becoming more important as a source rather
than a destination of FDI” (Forféas, 2006: 39).

In summary, foreign direct investment has played a significant role in the turnaround of the
Irish economy from the blesk economic and industrial climate in place for much of the
twentieth century to the prosperity experienced in more recent times. While foreign-owned
MNCs have made a substantial contribution, indigenous owned MNCs have also played a
significant role in this success. As such, a study which provides a representative depiction, for
the first time, of human resource management practices in MNCs in Ireland, foreign-owned
and Irish-owned, is both welcome and timely.

Aims and obj ectives

This survey of human resource (HR) practices in multinational companies operating in Ireland
provides the first comprehensive portrait of HR policy and practice amongst multinational
companies operating in Ireland. More specificaly, the study aims:

* To carry out an innovative and comprehensive survey of employment practice in
organisationa context based on a representative sample of MNCs in Ireland, and
thereby provide a template for future surveys of trends in Ireland and for similar
surveysin other countries.

* To analyse employment practice across some of the main substantive HR areas in
relation to three distinct groups of staff, and to relate variaions in practice to
organisationa structure and strategy.

* To provide an accurate picture of the organisation and management practice in
MNCs.

* To contribute to policy debates on the extent to which MNCs are pursuing
common agendas and are able to impose these agendas on the countries in which
they operate, as well as the debate on whether MNCs are able to identify and
diffuse ‘best practice’ across their operations.

The study’ s primary objective is to map the HR practices of multinationals and to relate these
to such organisational factors as nationality of ownership and sector of operation. The survey
focuses on five key HR areas, namely the HR function, pay and performance management,
employee representation and consultation, employee communication and involvement, and
training, development and organisationa learning.

% Where a negative figure is shown this reflects subsidiaries repaying loans to the parent company.




In addressing these five areas, the study is structured around three groups of employees. The
first group is ‘managers’, defined for the purpose of this study as, “employees who primarily
manage the organisation, or a department, subdivision, function, or component of the
organisation and whose main tasks consist of the direction and coordination of the functioning
of the organisation. In other words managers are those above the level of first-line
supervision”. The second group examined is the ‘largest occupationa group’ (LOG) defined
as, “the largest non-managerial occupationa group among the employees in the ‘headcount’
in Ireland”. The final group, and a magjor innovation in this sudy, are the ‘key group’ defined
as, “those employees whom you might identify as critical to your firm’'s organisational
learning and core competence. These might be research staff, product designers, magor
account handlers, devel opers of new markets, etc”.

This study forms part of a larger internationa project involving research teams from
Australia, Canada, Mexico, Singapore, Spain and the UK. Our research partners include key
figures from a number of highly regarded and prestigious universities internationally.

Resear ch methodology

Recent years have witnessed a marked interest in research on the activities of MNCs in
Ireland and whilst there have been many interesting and informative studies (cf. Kelly and
Brannick, 1985; Gunnigle et d., 1994; Turner et a., 1997a&b; Geary and Roche, 2001;
Collings, 2003; Gunnigle et a., 2005), their representativeness is open to question. In
particular these studies tend to neglect some important groups of MNCs, namely the non-
grant aided service sector (e.g. retail) and indigenous owned MNCs.

As aresult the first key challenge confronting our research team was to identify the MNC
population in Ireland, i.e. to source an accurate and comprehensive listing of al MNCs
operating in Irdland. Given the importance of FDI in Ireland, as well as the country’s
comparatively small size, one might expect that a comprehensive list of MNCs might be
easily obtained. However, this was not the case. To this end our initid task was to identify the
population which required us firstly to define what we meant by a MNC. Given, that our
focus was on researching HR we used an employee size threshold as follows:

1. Foreign-owned: All wholly or majority foreign-owned organisations operating in
Ireland, with 500 or more employees worldwide and 100 or more employed in
their Irish operations.

2. Irish-owned: All wholly or mgjority Irish-owned organisations with 500 or more
employees worldwide and at |east 100 employed abroad.

Having clearly defined an MNC, the next step was to identify a comprehensive and accurate
population of MNCsin Ireland. A major reason behind the lack of representativenessis due to
the incomplete coverage of databases much used by academics and researchers dlike in
deriving population listings. This issue is now aso being recognised internationaly (cf.
Collinson and Rugman, 2005; Alfaro and Charlton, 2006; Edwards et d., 2006). Due to this
our research team had to develop alisting from a number of diverse sources. This proved to
be a particularly tedious and painstaking process, involving combining various listings of
MNCs, including those of the main industrial promotions agencies (IDA Ireland, Enterprise
Ireland etc.) and of other organisations (e.g. Kompass, Dun & Bradstreet, Irish Times)*. This
phase took some nine months to complete and gave us a fina listing of 490 foreign-owned
MNCs and 72 Irish-owned MNCs - a combined total of 563 MNCs. Table 1.3 illustrates the
ownership breakdown of the MNCs in our population. As expected, US-owned MNCs are in
the mgjority: 42 per cent of all MNCsin Ireland are US-owned, followed by the UK at 19 per

* For a detailed account of how our database was constructed and a more detailed exposition of the
methodology employed, see McDonnell et al. (2007).



cent, European (excluding the UK and Ireland) at 18 per cent, Irish-owned at 13 per cent, and
the ‘rest of the world’ at 8 per cent. It is interesting to note that the numbers of MNCs in
services was greater than in manufacturing; 293 of the total population operate in the service
sector, 268 in manufacturing, while we had just two MNCsin the primary sector.

Table 1.3 Population of MNCsin Ireland by country of origin

Nationality of MNC Our listing Sate agencies
No. of MNCs No. of MNCs’
Irish 72 (13%) 27 (8%)
United States 239 (42%) 193 (59%)
United Kingdom 108 (19%) 24 (7%)
European (excl. Ireland & UK) 100 (18%) 61 (20%)
Rest of the world (ROW) 44 (8%) 21 (6%)
Tota 563 326

Once the total population had been identified we then stratified by country of ownership,
sector and size. From our total population of 563 companies, we selected a sample of 423
companies. Of these, 44 companies were subsequently removed from the population due to a)
ceasing operations, b) not meeting the selection criteria or ¢) double-counting. This left atotal
of 379 companies. An additional 37 companies were subsequently added from the residual
population to compensate for these losses, bringing the total valid sample of companies to
416.

The survey was administered through face-to-face interviews with the most senior HR
practitioner. Invariably this tended to be the HR director or senior HR manager. To assist with
the fieldwork, we contracted the Economic and Social Research Ingtitute (ESRI). The ESRI is
Ireland’s leading independent research body on matters relevant to Ireland’s economic and
socia development. University of Limerick researchers aong with the contracted ESRI team
conducted the fieldwork which began in June 2006 and finished in February 2007.

Interviews generaly took between 40 to 60 minutes. A total of 262 interviews (216 foreign-
owned and 46 Irish-owned) were obtained giving an overall response rate of 63 per cent. This
equates to a 61 per cent response for foreign-owned MNCs and 78 per cent amongst Irish-
owned MNCs. The survey responses are broadly representative of the total population and for
the purposes of this paper have not been re-weighted. Chapter 2 sets down the profile of the
respondentsin detail.

Structure of thereport

The report begins by profiling the primary characteristics of MNCs in Ireland. This includes
detailing their country of origin, industrial sector, employment size, time asa MNC, and place
in the value chain. Further we highlight the most important influencing factors regarding
whether the Irish operations receive new investments from the parent company as well as
reveding how senior HR personnel view the Irish labour force.

Chapter 3 examines the HR function in MNCs in Irdand providing a comprehensive
contemporary portrait. The use of human resource information systems and shared services
centres, the presence of HR policy formation bodies, the existence of networking between HR
managers in different country operations, and the level of monitoring from higher level
management are among some of the key areas explored.

® Note: these figures include ‘double counting’ of firms. Double counting refers to where the same
MNC islisted twice or more, often under differing registered or trade names.



Following this, chapters 4 to 7 focus on the substantive HR areas that the survey examines.
Chapter 4 highlights the principa findings on pay and performance management, chapter 5
deals with employee representation and consultation, chapter 6 examines employee
involvement and communication, while chapter 7 presents the findings on training,
development and organisational learning.



CHAPTER 2

PROFILING MULTINATIONAL COMPANIESIN IRELAND

Introduction

This chapter provides a context for our subsequent discussion and anaysis of the substantive
areas of employment practice examined in this report. Specifically it provides detailed
information on:

* The core characteristics of multinational companies (MNCs) in Irdland. This includes
detail such asthe nationality of ownership, size and sector, time as an MNC, and the
method of internationalisation.

¢ The make-up of the workforce in these MNCs. For example, detail is provided on the
extent of use of contingent labour such astemporary and part-time employees.

e The position of Irish subsidiaries in the value chain. In recent years a key economic
policy goa has been to move MNC subsidiaries up their respective corporation’s
value chain.

* Respondents level of satisfaction with various aspects of the Irish labour force, such
as the availability and quality of university graduates, and the workforce' s ability to
learn new skills.

* The most important factors influencing whether the Irish operations receive new
investments or new mandates from their parent company.

Country of origin

The country in which an MNC originates is believed to exert a distinctive effect on the way
labour is managed in its international subsidiaries (Ferner, 1997). As a result, the country of
origin of the multinational represents an important contextual factor. Chapter 1 notes that the
USisthe largest source of FDI in Ireland, afinding confirmed by our data. In fact 40 per cent
of al firmswere of US origin, see figure 2.1. This pattern is reflected in the parallel Canadian
and UK studies, where US MNCs comprise 50 per cent and 40 per cent of the respondent
populations respectively (Bélanger et al., 2006; Edwards et al., 2007). The next largest
ownership group is the rest of Europe (continental European countries excluding Ireland and
the UK) accounting for 24 per cent of al respondents, followed closely by indigenous firms
(18 per cent). As noted in the previous chapter, research on Irish-owned MNCs is under-
developed to say the least despite the clearly significant numbers of such organisations. UK-
owned firms a 13 per cent were the next largest group, with the numbers in the ‘rest of the
world’® category low at 5 per cent. This is quite unlike the parald UK study where MNCs
from Japan particularly, and certain other Asian countries, have a significant presence.
Clearly, Ireland attracts few Japanese or indeed Asian firms. Rather, it appears that Japanese
FDI into Europe gravitates towards larger European economies, particularly Germany, France
and the UK. This may be related to the premise that Japanese firms favour countries with a
large domestic market. Clearly the small scae of Ireland’s domestic market cannot match
those of itslarger European counterparts (cf. Rios-Morales and Brennan, 2007).

® It should be noted that the number of MNCs in the ‘rest of the world' category is quite small at
fourteen. Furthermore, thisis quite a disparate group in terms of country of ownership, encompassing
firms from southern and central Asia, the Americas (excluding the US) and the Antipodes. We
therefore advise caution in interpreting subsequent results for this ownership category.



Figure 2.1 MNC respondents by country of origin
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We now turn to the question of whether these MNCs are privately owned, publicly traded or
have they some degree of state ownership? Not surprisingly the mgjority (71 per cent) of
MNCsin Irdland are publicly quoted companies, while the remaining 29 per cent are privately
owned. There are a higher number of privately owned Irish MNCs compared to foreign
MNCs (43 per cent versus 26 per cent). Of these companiesit isinteresting to note that 13 per
cent indicated there was aso some leve of state ownership.

Size
The size profiles of respondent MNCs are outlined in tables 2.1 and 2.2. Employment size

may exert an influence on the organisation’s approach to how it manages its workforce as
well as on the human resource practices deployed (cf. Buckley and Enderwick, 1985).

Table 2.1 Employment in foreign-owned MNCs

Employment worldwide % of firms Employment in Ireland % of
firms
500 — 999 6 100 — 499 61
1,000 - 4,999 17 500 — 999 16
5,000 - 29,999 35 1,000 — 4,999 21
30,000 - 59,999 16 5000 + 2
60,000 + 26

Looking at the employment figures of foreign-owned MNCs operating in Ireland it is clear
that these firms are significant employers in the globa business world. Close to half (42 per
cent) of these firms employ 30,000 or more employees worldwide. However whilst they may
be large employers worldwide, this is not necessarily replicated in Ireland with just 23 per
cent of foreign firms employing in excess of 1,000 in their Irish operations. Indeed only 2 per
cent of foreign firms employ greater than 5,000 employeesin Ireland.



Table 2.2 Employment in Irish-owned MNCs

Employment worldwide % of firms Employment in Ireland % of
firms
500-4999 18 100-499 26
1000-4999 50 500-999 17
5000-29999 30 1000-4999 48
30000-59999 0 5000+ 9
60000+ 2

Irish-owned MNCs are clearly very large employers by nationa standards. Almost two thirds
(57 per cent) employ more than 1,000 workers in Ireland, substantialy higher than that of
foreign-owned MNCs (23 per cent). In terms of worldwide employment, less than athird (32
per cent) employ more than 5,000 people, confirming that there are now a significant number
of Irish firms with substantial foreign employment, though clearly not yet near the scale of
many of their much larger foreign-owned counterparts.

Sector

The sector or range of sectors in which an MNC operates represents a further important
influence on the firm’s approach to workforce management and on the employment practices
deployed. Previous Irish research has, for example, pointed to union avoidance approaches
being significantly more prevdent in the electronics and software sectors than in
pharmaceuticals and healthcare (Gunnigle et a., 2005). The distribution of respondent firms
by sector is outlined in figure 2.2. It should be noted we use the category ‘multi-sector’ to
capture those firms whose activities in Ireland straddle more than one sector. For example, an
MNC engaged in manufacturing may aso engage in discrete service operations, such as call
centres. Our findings indicate that just twenty-five firms (under 10 per cent of the total) were
‘multi-sector’. Given such small numbers, we advise particular caution when interpreting
subsequent results for the ‘ multi-sector’ category.

Figure2.2 MNCsin Irdand by broad industrial sector
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Despite the fact the manufacturing has long been a key focus of Ireland’ s industrid policy, it
now ranks second (39 per cent) to the service sector (51 per cent) in absolute numbers of
foreign-owned MNCs.



The makeup of the workforce

This section details some of the primary characteristics of the MNC workforce. More
specifically, we provide detail on the percentage of mae and female employees, as well asthe
percentage of temporary and part-time staff employed. We also provide detail on the presence
of a‘key group’ of employees, amagjor innovation in this study.

Recent decades have witnessed a marked increase in the numbers of women in the Irish
labour force. However while this may be the case, it is clear that male employees make up an
overwhelming magjority of the multinational workforce in Irdland. Only 9 per cent of MNCs
answered that more than 81 per cent of their workforce is male, however six in ten MNCs
stated that between 50 and 80 per cent of their workforceis male.

Figure 2.3 Per centage of male employeesin the workforce
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In more recent times it has aso been suggested that organisations are making greater use of
contingent labour such as part-time employees and employees on temporary contracts. As
shown in figure 2.4, just over one third (36 per cent) of the MNCs indicated that more than 6
per cent of their workforce comprises temporary staff. In addition, one third of MNCs stated
that in excess of 6 per cent of their workforce was employed on a part-time basis. These
findings question the widespread anecdotal evidence of a significant increase in the utilisation
of atypical employment formsin Ireland, at least in the MNC sector.
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Figure 2.4 Percentage of temporary and part-time employeesin the workforce
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Presence of a‘key group’

A magjor innovation of this study was to examine whether MNCs in Ireland recognised a ‘ key
group’ of employees. The idea of the key group originates from the resource-based view of
the firm (cf. Barney, 1991). This argues that competitive advantage increasingly stems from a
firm’sinternal resources, particularly employee knowledge/skills. This view underpins recent
debates on the importance of knowledge workers and the aspiration of economies to move up
the ‘value chain’ through attracting and developing firms that engage in high value-added
(and high margin) activities. An important manifestation of the resource-based view is the
presence in firms of a specific category or group of employees who are critical to their firm's
competitive strategy by virtue of the particular knowledge and skills they possess.

We defined the key group as “those employees whom you might identify as critical to your
firm’s organisational learning and core competence. These might be research staff, product
designers, major account handlers, devel opers of new markets, etc”.

Just over half of the foreign MNCs (53 per cent) indicated they identify a key group of
employees. Invariably these groups tended to be smal with the mgority (68 per cent)
employing less than 49 employees. Almost identical figures were found with respect to the
Irish-owned MNCs. A total of 52 per cent recognised a group and once again the mgjority (65
per cent) employ less than 49 employees. Although the presence of a key group appears
comparatively widespread, its incidence was much lower than found in the parallel study of
MNCsin the UK, where 80 per cent of firmsidentified akey group (Edwards et d., 2007). In
terms of the nature of the key group there was a wide variety of roles selected, ranging from
analyststo client executives to chemists to research and devel opment (R& D) staff.

Throughout our survey we investigated the extent to which firms adopted similar or different
employment practices for their ‘key group’, as compared to two other categories of
employees, namely the largest occupational group (LOG) and ‘ managers . Responses on these
issues are addressed in subsequent chapters of this report.

Other key MNC characteristics

Next we individually examine Irish-owned and foreign-owned MNCs in greater detail.
Regarding the foreign MNCs we look at how long the present worldwide company has been
in Ireland and the method by which they first established. In the case of the indigenous
MNCs, we look at factors such as the period and method of internationalisation.

11



Foreign-owned MNCs

Our findings indicate that the mgjority of foreign MNCs in Ireland are of comparatively
recent vintage. Figure 2.5 shows that almost two thirds (64 per cent) have established here
since71980, with the largest number establishing operations between 1991 and 2000 (37 per
cent)’.

Figure 2.5 Year theworldwide company first established in Ireland
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The primary method by which foreign MNCs established in Ireland was through opening a
new facility or ‘greenfield site’. Considering the fact that industrial development was
somewhat later in Ireland than other European countries, the acquisition of existing Irish firms
was possibly not aviable dternative for many inward investing MNCs. Asindicated in figure
2.6, dmost two thirds (62 per cent) of foreign-owned MNCs entered Ireland through
establishing a a ‘greenfield site’. Of the remainder, most (33 per cent) entered by way of
acquisition or a merger, while the residual 5 per cent entered by other means such as joint
ventures, or franchise agreements.

Figure 2.6 Method of worldwide company’sfirst establishment in Ireland
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’ This information only shows when the current parent company entered Ireland. Clearly, some MNCs
enter Ireland by virtue of a merger or takeover and in such instances, the acquired company will have
operated previousdly in Ireland for several years.
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Turning now to the nature of MNC operations in Ireland, we first examined whether MNC
operations here focused on a single site or were spread over a number of stes. As figure 2.7
illustrates, the overwhelming majority of MNCs (65 per cent) operate at two or more sitesin
Ireland, while the remainder (35 per cent) are single site operations.

Figure 2.7 How many sitesdo MNCshavein Ireland?
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Approximately haf of our respondent firms have been involved in the establishment of a new
site or expansion of an existing site over the past five years. On the other hand, just over a
fifth (21 per cent) indicated that they have closed one or more sites during that same period
(13 per cent closed one site and 8 per cent closed more than one site). Thus while the popular
media view may lead one to beieve it is very much a negative picture in relation to foreign
MNCs pulling out of Ireland, our results point to a somewhat different conclusion. Although
clearly a number of MNCs have withdrawn investment from the country, a greater number
have been expanding their operations there. In essence, we are experiencing a high leve of
‘job churn’, i.e. concurrent job loss and job creation, especialy in the manufacturing sector.
This raises a number of important questions in regard to HRM and employment relations,
such as the extent to which lower quality jobs are being replaced by higher quality jobs,
unionised labour by non-union labour, permanent jobs by less permanent jobs, or vice versa.

Ireland’ s position in the value chain?

As noted above, akey policy goa of ‘Ireland Inc’ isthat MNC operations there move up their
respective corporation’s value chain. The value chain refers to the range of value-adding
activities involved in bringing a product or service from conception to end use, such as
research and development, design, production, marketing, distribution and customer support
(cf. Porter, 1985; Sturgeon, 2001). A defining characteristic of modern globalisation is the
growing geographical disperson of vaue chains, a trend facilitated by advances in
technology, improved transportation and greater trade liberalisation. This results in the
physical fragmentation of production whereby firms seek to optimally situate different value
chain activitiesin different locations to gain cost or other advantages. This may often embrace
some form of outsourcing. The trend of MNCs seeking to organise production through a
linked network of operations in different countries requires decisions on where to locate high
and low value-added activities and whether these should be undertaken by the firm itself or
outsourced. One immediate consequence is the difficulty of establishing the national origin of
products since, for example, customer service may be delivered from Ireland for products
designed in the US and produced in India (Bélanger et d., 2006). The position of the Irish
operations of foreign-owned MNCs in this emerging globa network of production poses key
guestions and challenges. Are Irish operations moving up or down their firm’s vaue chain?
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How are the mandates of Irish operations developing? It may not smply be a question of
Ballina or Bangalore, but rather what is the scale and quality of a particular firm’s investment
in Balinaand Bangalore, and what are the related inter-dependencies.

To help address this issue, we examined the perceived importance of the Irish operations to
the global performance of the parent company. The findings are summarised in figure 2.8.
Our analysis indicates that the mgority of respondents (72 per cent) believe that the Irish
operations are either ‘important’ or ‘very important’ to the parent company's global
performance. The remaining 28 per cent indicated that the Irish operations ranged from being
‘not at all important 'to somewhat important’ in terms of their contribution to the performance
of the parent company.

Figure 2.8 How important arethe I rish operationsto the global performance of the
parent company?
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Arguably of greater interest and more noteworthy was the question asking respondents
whether “this importance has changed over the past five years’. In spite of the rising
economic costs and the closures of MNCs in recent years, respondents were quite positive in
their answers. Whilst 15 per cent indicated the importance of the Irish operations had dightly
or significantly decreased and a further 29 per cent believe there had been no change, over
half of our respondents (56 per cent) believed the importance of Ireland to the performance of
the parent company had increased over recent years.
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Figure 2.9 Hasthislevel of importance of the Irish operationsto the global performance
of the parent company changein the past five years?
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Irish-owned MNCs

We now turn to the often forgotten MNCs, namely those that are Irish-owned. As might be
expected, the mgjority (69 per cent) internationalised since 1980 with the remaining 31 per
cent having internationalised prior to this. Unsurprisingly the early internationalisers tended to
be old state-owned companies, the oldest Irish banks and also those operating in the
agriculture/food sphere. Of interest isthat 84 per cent indicated the Irish company was formed
post 1980, suggesting that the great mgjority of Irish MNCs operated in the domestic market
for some time prior to establishing internationa operations.

A surprising result was the finding that most Irish MNCs internationalised through the
establishment of a greenfield site (51 per cent). Considering their comparative lateness in
internationalising and the competitive markets they would have been entering, one might have
expected a greater proportion to have internationalised by merger or acquisition.

Figure 2.10 Method of internationalisation
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It was also revealing to find that Irish-owned MNCs are quite ‘international’ in that they have
operations in a number of different countries. In fact 83 per cent have operations in two or
more countries, 37 per cent of which are in more than six nation states. Just under a fifth (17
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per cent) operate in just one country other than Ireland, most commonly the UK. Such *single
country MNCs' represents some of the most recently internationalised Irish firms. In fact dl
but one internationalised post 1988. These findings suggest that Irish-owned MNCs have now
moved beyond just the UK or US as outward FDI locations. Indeed, analysis of merger and
acquisition data and firms annual reports indicate that Irish firms are now operating in excess
of 25 different countries, and are thusincreasingly establishing in more atypical markets.

Figure 2.11 Number of foreign countrieswhere lrish MNCs have operating sites
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An argument against the increased internationalisation of indigenous firms is the potential
loss of employment in the home country due to the transfer and outsourcing of activities to
foreign locations. For example, the loss of American jobs to foreign subsidiaries of US firms
has been a particular concern highlighted by the current Bush administration in the US. In our
study we asked respondents in Irish-owned MNCs if they had established new sites or
expanded existing sitesin Ireland and also whether any Irish operations have been closed. The
findings are quite mixed. Most positively isthe finding that 60 per cent have been involved in
a significant investment in a new Irish site or expansion of an existing site over the previous
five years. However, we aso find that just over haf (53 per cent) closed one or more sites
during the same period.

Asin the case of the foreign-owned MNCs above, we examined the perceived importance of
the foreign operations to the overal globa performance of the parent Irish MNC. The
findings are summarised in figure 2.12. These indicate that the great majority of Irish MNCs
(86 per cent) believe their foreign operations are either ‘important’ or ‘very important’ to the
company’s globa performance. In addition, 43 per cent indicate that this importance of their
foreign operations had ‘increased significantly’ over the past five years. Given the rapid
internationalisation of Irish firmsin recent years one might have expected a somewhat higher
figure. However, it possibly indicates that whilst domestic firms are looking internationally
for growth, the Irish operations remain an important part of their global business.
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Figure2.12 How important aretheforeign operationsto the global perfor mance of the
parent company?
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Satisfaction with the Irish labour force

In addition to financial incentives, particularly low corporation tax, something which is
advanced as a critica aspect of Ireland's attraction to inward investing MNCs, is the
availability and quality of labour (cf. Arrow, 1997; Wrynn, 1997; Tansey, 1998). Our study
addressed this issue by seeking the opinion of respondents in MNCs, both foreign and Irish-
owned, on various aspects of their own workforce, aswell as their opinions on the Irish labour
force more generally. More specifically we asked respondents to rate the following:

 Availability of university graduates

* Quality of university graduatesin their employment

« Quality of professiona school and technical graduates in their employment
« Workforce's ability to learn new skills

» Work ethic of the workforce

Thefindings are summarised in Figure 2.13.

Figure 2.13 Satisfaction with thelrish labour force
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Clearly most respondents were very satisfied with the various aspects examined. However,
the most pressing and noticeable concern was in relation to the availability of university
graduates. Some 12 per cent stated they thought availability to be ‘very poor’ or ‘poor’ while
afurther 22 per cent reported it as ‘fair’. This should clearly be of concern to policy makers
and MNC:s. It places a question mark over the government’s strategy of moving Irish industry
‘up the value chain’, given that successful implementation would require a strong supply of
suitably qualified graduates. Shortages of suitable graduates may not only be problematic for
firms adready established in Irdland but it may be a magor negative factor in trying to attract
new industry there. In most of the other aspects investigated, respondents were very positive,
with an average of more than eight in ten reporting satisfaction levels of either ‘good’ or ‘very
good' in relation to the different measures of their workforce characteristics which we
examined.

Influencing factors on new investment decisionsfor the Irish operations

We have aready noted the evolution of Ireland’s industrial development strategy and its
contemporary focus on attracting higher ‘value added’ activities. However, beyond some
anecdotal evidence, we have limited knowledge of how the mandates of subsidiaries of
foreign MNCs in Ireland are developing. This section explores the opinions of subsidiary
level managers on what they see as the most important factors influencing whether the Irish
operations receive new investments or new mandates from their parent company. Thus,
respondents were asked to rank from 1 to 7 the most important factor, with 1 being the most
important factor and 7 the least important factor. Figure 2.14 illustrates the findings. The
various colours in the bar chart represent the different factors while the numbers (1 to 7) on
the vertical axis represent the ranking of importance of this factor in influencing such
decisions. The horizontal axis identifies the percentage of MNCs sdlecting a particular
ranking for each factor.

Figure 2.14 Rankings of importance of factorsin influencing decisions on new
investments or new mandatesfor thelrish operations
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Perhaps not surprisingly, cost concerns emerge as clearly the most important area of concern
among foreign MNCs in Ireland. Asisillustrated in figure 2.14, overall operating costs were
cited as the most important influencing factor (i.e. aranking of 1), followed by labour costs.
Correspondingly, they were the least likely to receive the lowest ranking (i.e. 7). This is
perhaps expected as the corporate sector and employers' bodies have been vocal for a number
of yearsin relation to the deteriorating cost environment that companiesin Ireland operate in.
This has also been cited as the primary reason behind the relatively large number of foreign

18



MNCs closing their Irish operations and transferring their business abroad, often to lower cost
locations (cf. Gunnigle et ., 2003). Issues such as the industrial relations climate and genera
infrastructure do not emerge as areas of concern: indeed a mere 7 per cent of respondents
gave these two factors a ranking of either 1 or 2 (i.e. the most important and second most
important factor).

Of possible concern though, is the finding that the ‘ capacity of the Irish operationsto innovate
in the development of goods, services and processes’ is not ranked very high in terms of its
importance in influencing investment decisions. Indeed, after the industrial relations climate
and general infrastructure, it is most likely to receive the least important ranking (i.e. 7). As
mentioned above, government policy in recent years has shifted to the attraction of value
added jobs. However, thisfinding suggests that MNCs are not placing great importance on the
capacity of the Irish operations to innovate. Rather, cost issues and labour availability are
more pressing concerns. Thus the focus on attracting more va ue-added type investments may
not itself be sufficient, instead the issues of cost and labour deficits need to be addressed
concurrently.

Conclusion

Our findings indicate that MNCs in Ireland are a relatively heterogeneous group, originating
from the US, UK, Europe, as well as asmall number of other countries. In addition there are a
large number of indigenous MNCs. Most MNCs tend to be located in the service sector
followed by manufacturing. There are also a number of MNCs classified as multi-sector.
Firms vary greatly in terms of their Irish and worldwide employment figures. Indigenous
MNCs tend to be the largest domestic employers whilst foreign firms have the largest
worldwide employment

Just over half of the MNCs recognise a‘key group’ of employees, which range from analysts,
to client executives, to chemists, to research and development staff. Seven in every ten MNCs
indicate that male employees make up in excess of half of the workforce. In spite of anecdotal
evidence to the contrary the use of ‘atypical’ forms of employment (i.e. part-time and
temporary workers) isrelatively low.

Foreign-owned MNCs tend to be relatively new to the country with two thirds establishing
post 1980, with ‘greenfield’ establishment the predominant form of entry. An overwhelming
majority of foreign MNCs have two or more sitesin Ireland. Irish-owned MNCs were late to
internationalisation with amost seven in ten companies internationalising post 1980.
Somewhat surprisingly, just over half internationalised through the establishment of
‘greenfield’ sites rather than through merger/acquisition. They aso tend to be quite
international in that 83 per cent have operationsin more than two countries.

There are positive indications regarding Ireland’s position in the corporate ‘value chain'.
Respondents predominantly believe the Irish operations are of great importance to the overal
performance of the parent company and that this importance has increased over the past five
years.

An overwhelming majority of respondents are extremely satisfied with various measures of
the Irish labour force, such as quality of graduates, and the workforce's ability to learn new
skills. One noticeable concern isin relation to the availability of university graduates. Perhaps
not surprisingly, cost concerns are clearly the most important area of concern among foreign
MNCs. Operating costs and labour costs are the most important influencing factor in whether
the Irish operations receive new investment or new mandates from the parent company.
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CHAPTER 3

THE HR FUNCTION

Introduction

Given the critical role played by foreign-owned MNCs in Ireland, it is hardly surprising that
commentators have noted their influence on management practice. In particular, we find
broad consensus that inward FDI has generally acted as a source of innovation, particularly in
the diffusion of new HR approaches and in promoting the role of the specialist HR function
(cf. Murray, 1984; Gunnigle, 1998; Gunnigle et a., 2003). More specifically, MNCs have
been associated with the diffusion of high performance work systems (HPWS) (cf. Mooney,
1989; Flood et a., 2005) and performance management/ performance-related pay systems (cf.
Gunnigle, et a., 1998). Comparisons between foreign-owned and indigenous firms point to a
significantly greater uptake of ‘sophisticated’” HR practices among foreign-owned companies
(cf. Roche and Geary, 1996; Geary and Roche, 2001; Flood et al., 2005).

However, as indicated earlier, important shortcomings characterising much of this research
are the small sample sizes used and an over-reliance on data garnered from grant-aided MNCs
in the manufacturing sector. Our more extensive and representative database alows us to
review the role and structure of the HRM function in MNCs in Ireland, both foreign and
indigenous.

Previous research on MNC subsidiaries has distinguished between those that are autonomous,
those that are controlled from higher levels and those that are the source of information and
resources for other sites (cf. Gupta and Govindargian, 2000). In the paralel UK study,
Edwards et al., (2007: 17) post three potential scenarios regarding the role of the HR
function:

¢ An autonomous HR function: where the national operations are ‘left to their own
devices, reporting to senior management in the host country but with limited
reporting beyond the national level.

¢ Acontrolled HR function: where national level HR istightly controlled and monitored
by higher levels of management outside the host country (at regional, divisona or
corporate level).

¢ Alimited autonomy HR function: avariant of the ‘ controlled HR function’ where host
country operations have some influence on the crafting of international HR policies
and are not ssmply implementers of polices developed outside the host country.

In this chapter, we consider evidence on the nature and role of the HR function in MNCs. We
address the means through which MNCs seek to coordinate and control HR policy and
practice across borders. We particularly focus on the role of the HR function in this regard,
including the role of information technology and the use of shared services provision to aid
the delivery of HR services a the national and internationa level.

IT based networks and services

A key development in HR service provision over the past two decades has been the increased
use of information technology (IT). Thisis al the more relevant in MNCs, where IT systems
may be used to monitor policy implementation and performance, and aso to facilitate
communications and networking, across borders. It thus provides an insight on the extent to
which corporate management has access to HR data on its international operations and can
compare performance on HR metrics across sites and countries. We specifically examined the
usage of IT based HR information systems (HRIS) and ‘shared services provison on an
international level.
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In regard to the diffusion of HRIS, respondents were asked whether the worldwide company
had an “HR Information System (such as PeopleSoft or SAP HR) that holds data relating to
the firms international workforce”. The responses for both foreign and Irish-owned MNCs are
outlined in figure 3.1. Just over half (54 per cent) of all MNCsiin Ireland reported the use of
HRIS that operates on an international basis. This is a similar figure to that found in the
paralle UK study, where some 52 per cent used such a system (Edwards et d., 2007).
However, among MNCs in Ireland, a greater proportion of foreign-owned MNCs (56 per
cent) than Irish-owned MNCs (44 per cent) reported the use of HRIS on an international
basis.

Figure 3.1 Use of HRIS System on an international basisamong MNCsin Ireland
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There were some discernable differences in regard to ownership. As indicated in figure 3.2,
American firms were the highest users of HRIS (70 per cent), while the ‘rest of the world’
MNCs is the least likely. This again resonates with the UK findings where US MNCs were
among the greatest users of HRIS and Japanese MNCs the lowest (Edwards et ., 2007). The
impact of sector on the take-up of HRIS is outlined in figure 3.3. Among Irish MNCs, the
service sector accounted for the greatest number of firms with HRIS. However, among
foreign-owned MNCs multi-sector firms were by far the largest users, followed by those in
the service®.

Figure 3.2 Use of HRIS by country of origin
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8 It should be noted that only a minority of MNCs operated across multiple sectors (18 foreign-owned
MNCsand 7 Irish-owned MNCs).
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Figure 3.3 Use of HRIS by sector
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Shared services provision on an international level has clearly increased over recent years.
Such provision incorporates an ‘economy of scal€ approach whereby particular HR services
are provided from one facility to service company operations, either solely in the country of
operation, or across operations in different countries. The provision of shared services across
countries provides another important indicator of the extent to which the HR function’s
operations are integrated on an international basis (cf. Edwards et a., 2007). In our study,
respondents were firstly asked whether their firm made “ use of shared services centres’ which
catered for “arange of operating units or divisions’. Those who used such centres were then
asked whether these centres were local (i.e. just serviced Irish operations) or internationa (i.e.
catered for operationsin other countries) in character.

The findings on the overall use of shared services centres are outlined in figure 3.4. These
indicate that shared services centres are used in four out of every ten (39 per cent) MNCs in
Ireland. Interestingly, the deployment of shared services centres was higher among Irish-
owned MNCs (47 per cent) than in foreign-owned MNCs (38 per cent). There are severd
factors that might help account for the significant use of shared services centres among Irish-
owned MNCs. Firdtly; there may be a ‘size effect’. Irish-owned MNCs tend to be larger
employersin Ireland, relative to foreign-owned MNCs and consequently may have a greater
need for shared services facilities to cater for their workforce. Secondly, thereis also theissue
of where these firms are investing. Irish MNCs have operationsin arelatively large number of
countries, with a significant number operating in developing regions. Shared services centres
may therefore aid coordination of activities and aid decision-making across these operations.
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Figure 3.4 Use of shared services centres
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Focusing on ownership specificaly, we find that UK (46 per cent) and US (45 per cent)
owned MNCs were the highest users of shared services centres, while those from the rest of
Europe (22 per cent) and the rest of the World (29 per cent) were the lowest: see figure 3.5.
The pardle study of MNCs in the UK aso found American firms to be the most likely to
have shared services centres (Edwards et al., 2007). The impact of sector on the deployment
of shared services centres is outlined in figure 3.6. These findings indicate that seven in ten
(72 per cent) of foreign ‘multi-sector’ MNCs use a shared services centres but less than a
sixth (14 per cent) of Irish ‘multi-sector’ MNCs do so.

Figure 3.5 Use of shared services centres by country of origin
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Figure 3.6 Use of shared services centres by sector
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As mentioned above, we further investigated those firms that reported the use of shared
services centres to establish whether such centres serviced the Irish operations only or
whether they catered for operationsin other countries. Among this smaller cohort of MNCs, a
dlight mgjority (54 per cent) of their shared services centres catered for operations in more
than one country (see figure 3.7). The use of shared services centres on an international basis
was more common among Irish-owned MNCs (62 per cent) than in foreign-owned MNCs (53
per cent). This again appears to indicate that Irish-owned MNCs are by no means ‘ behind the
game' in deploying new and innovative employment practices.

Figure 3.7 Shared servicesprovision on an international basis
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International HR policy development & coordination

The development and coordination of HR policy across different countries is clearly a key
concern for MNCs. In particular, commentators have pointed to the potential importance of
policy-making bodies that operate at an internationa level (cf. Scullion and Starkey, 2000;
Tregaskis et al., 2005). However, we have very limited knowledge of how such policies are
developed and diffused internationally and the institutional arrangements used by MNCs in
this regard (cf. Scullion and Collings, 2006). This study investigated the incidence of such
international bodies and their role in policy development and coordination. Respondents were
firstly asked whether there was a ‘ body within the worldwide company, such as a committee
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of senior managers that develops HR policies that apply across countries'. The findings are
summarised in figure 3.8. These indicate that the magjority of MNCs (59 per cent) in Ireland
have a body whose responshility it is to develop HR policies on an international basis. This
figure is somewhat higher than the equivaent figure of 53 per cent found in the parallel study
of MNCs in the UK. Among MNCs in Irdland, there was only a small difference in the
incidence of such bodies between foreign-owned (59 per cent) and Irish-owned (55 per cent)
MNCs.

Figure 3.8 International HR policy formation
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As indicated in figure 3.9, internationa HR policy making bodies are most prevaent in US
firms, where over seven in ten reported the presence of a body with responsibility to develop
HR policies on an international basis. Sector was aso found to be influentia. Foreign-owned
firms engaged in operations spanning multiple sectors in Ireland were more likely to have
such a body/committee, with almost eight in ten (78 per cent) of all foreign-owned MNCs
having one (see figure 3.10). Among Irish-owned MNCs, those in the manufacturing sector
were most likely to have an internationa HR policy-making body (73 per cent). This may
well stem from that fact that those in the manufacturing sector may be older than many of
their service sector counterparts, and thus have had more time to build up HR policy
development and coordination across their international operations. It may also be that thisis
a cheaper dternative than international assignments, one of the conventional, if expensive,
means of sharing best practice. However, we cannot be definitive on this and the reasons
behind differences in international HR policy development merit further investigation. With
regard to size, larger firms, both Irish and foreign, were more likely to have such bodies.
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Figure 3.9 International HR policy formation body by country of origin
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Figure 3.10 International HR policy formation body by sector
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Looking specifically a foreign-owned MNCs, the study investigated whether such
international bodies contained a representative from the Irish operations. The extent of such
national representation is identified by Edwards et al. (2007) as a useful means of
distinguishing between a ‘controlled HR function’, whose primary role is to implement
policies developed outside of Ireland, from a ‘limited autonomy HR function’” whereby the
Irish operations have an input into policy formulation. This was found to be the case in some
52 per cent of foreign MNCs, a little below the figure of 55 per cent found in the parallel
study of MNCsin the UK.

Edwards et al., (2007: 19) further note that the extent to which the HR function makes a
‘systematic attempt to bring managers together across sites' is a useful indicator of inter-
country integration in HR policy formulation, as opposed to a more centrally driven corporate
control approach. Our study examined that nature and frequency of contact between HR
managers in different countries, and the results are outlined in Figure 3.11 and 3.12.

These findings point to a high level of internationd interaction between HR practitioners in
MNCs. Almost eight in every ten (79 per cent) MNCs in Ireland reported holding regular
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meetings between HR practitioners from operations in different countries. The incidence of
such mesetings was dightly higher among foreign-owned MNCs (80 per cent) than Irish-
owned MNCs (73 per cent). Just under half (49 per cent) claimed to hold such meetings at
least once every quarter. Thisisin line with the parallel study of MNCs in the UK that found
54 per cent had regular meetings a least quarterly. There was aso a high utilisation of
networking via international conferences, task forces, and virtual means among foreign-
owned MNCs in Irdand. However, the incidence of international working using these
mechanisms was decidedly lower among Irish-owned MNCs. Just about seven in ten (68 per
cent) foreign-owned MNCs and exactly four in ten Irish MNCs reported holding international
conferences involving HR practitioners from different countries. In terms of frequency, these
conferences were at least annua events in haf of al foreign MNCs but in just a quarter of
Irish MNCs. Thisis significantly lower than found in the UK study where nearly seven out of
ten (69 per cent) MNCs there reported holding conferences for HR practitioners or more
frequently.

Approximately two thirds of foreign-owned MNCs and just over half the Irish-owned MNCs
(53 per cent) used international task forces, mostly on an ad hoc basis. Thisis dightly lower
than that found in the UK study where task forces were used by three quarters of MNCs there.
Virtual networking was used by three quarters (77 per cent) of foreign-owned MNCs and 63
per cent of Irish MNCs. Overdl, the extent of international networking was lower in Irish
MNCs than among their foreign-owned counterparts.

American MNCs report the highest incidence of international networking (across all four
networking mechanisms on which we collected data). With regard to the impact of sector, our
findings indicate that MNCs engaged in multiple sectors report the highest levels of
international networking. Again as expected, larger MNCs were most likely to bring HR
practitioners together on an international basis.

Figure 3.11 International networking (foreign MNCs only)
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Figure 3.12 International networking (Irish MNCsonly)
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Monitoring by higher level international management

An additional indicator of the degree of autonomy experienced by the subsidiary level HR
function is the extent to which higher manageria levels from outside the country of operation
monitor HR policy and performance. To this end, we asked respondents in foreign-owned
MNCs whether management outside of Ireland monitored information on some nine areas of
HR. The results are outlined in Figure 3.13. These indicate a high level of monitoring by
senior management at an international level. The most highly monitored areas were
employment numbers and labour costs, followed by issues relating to manageria grades (pay
and career progression). Labour turnover was monitored by amost six in every ten firms,
while asimilar proportion (58 per cent) gathered information on employee opinion. The level
of monitoring on other issues was lower, particularly with regard to absenteeism.

Figure 3.13 Monitoring by higher-level management (foreign MNCs only)
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A dightly different research focus was adopted with regard to Irish MNCs. Here respondents
were asked whether senior management in the MNCs headquarters in Ireland monitored
information on these similar nine itemsin their foreign operations. These findings are outlined
in figure 3.14. Given that the data from Irish MNCs reflects a headquarters perspective, in
contrast to the data from the foreign-owned MNCs in our study which depict a subsidiary
perspective, the pattern of responses are remarkably similar. In particular, the most highly

28



monitored items among both foreign and Irish MNCs are manageria pay, labour costs and
employment numbers, while diversity and absenteeism is the subject of much lower levels of
monitoring by senior management.

Figure 3.14 Monitoring by higher level management (Irish MNCsonly)
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In attempting to explain these trends, we find that among foreign-owned MNCs in Ireland,
American subsidiaries reported the highest level of monitoring by international management
outside of Ireland. In regard to sector, firms in both the manufacturing and service sector
reported high levels of monitoring. However, the level of monitoring was markedly lower
among multi-sector firms. The may be due to the greater diversity of activities of multi-sector
MNCs, with the consequence that it is more difficult for international level management to
monitor HR performance across diverse establishments and operations. The level of
monitoring was higher among larger MNCs.

Overall approach to workforce management

Recent decades have witnessed a greater organisational focus on aligning business strategy
with HRM policy and practice, with the goal of improving firm performance (cf. Boxall,
1992; Purcel et a., 2003). Indeed the very concept of ‘strategic HRM’ infers the
development of a strategic corporate approach to workforce management, whereby firms seek
to formulate an overall corporate HR philosophy and strategy that complements their business
strategy and enhances the * bottom line' (cf. Boxall, 1992; Purcell, 2004).

Our survey focused on the extent to which MNCs adopted a uniform management approach in
their internationa operations and explored the origins of such approaches, if any (cf. Sparrow
et a., 2004; Edwards et d., 2007). Respondents were presented with a series of statements
relating to their company’s approach concerning the management of its workforce and asked
the extent to which they agreed or disagreed with each using a 1 to 5 scale. The findings are
summarised in table 3.1.
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Table 3. 1 Approach to wor kfor ce management (Agree/Strongly agree)’

Agree/Strongly Agree Foreign Irish Total
MNCs MNCs
Worldwide approach covering al global 52% 46% 51%
operations

Regional approach (for Europe) 44% 35% 40%

Development of approach left to divisional 26% 33% 27%
level

Development of approach left to national 66% 63% 66%
level

Mix of traditions 45% 33% 43%

Country of origin has overriding influence 52% 61% 54%

The data show that a worldwide approach or philosophy towards human resource
management (HRM) is present in just over half (51 per cent) of the firms surveyed. This was
somewhat lower than found in the parallel UK study, where some 61 per cent agreed or
strongly agreed that there was a worldwide approach. Among MNCs in Ireland, a worldwide
approach was more prevalent among foreign-owned than Irish-owned MNCs. A regional
approach was a so present but less common.

The next two statements addressed the level at which an organisation’s approach to HRM
originates. These explore whether the development of a specific HR approach is left to
international divisions or to nationa operating companies. Here the mgjority of firms, both
foreign-owned (66 per cent) and Irish-owned (63 per cent), felt this lay with national level
operations, a figure significantly higher than that found in the UK study (45 per cent). A
significantly lower proportion (27 per cent) of MNCsin Ireland felt HR policy is developed at
the international divisions. The equivalent figure in the UK study was 34 per cent. A number
of firms reported the presence of strong worldwide and regiona philosophies, similar to the
paralel study of MNCsin the UK where it was surmised that one possible explanation is that
MNCs deploy “a broad worldwide philosophy and a more specific regiona one within this’
(Edwards et al., 2007: 22).

We further investigated the importance of ‘country of origin’ in shaping the overall approach
to workforce management. This is seen as a useful indicator of the extent to which the
company’s approach is dominated by home country traditions and norms, or what Perlmutter
(1969) cdlls an ‘ethnocentric’ approach. This is seen to contrast other approaches such as a
‘polycentric’ approach (where host country traditions dominate). The findings indicate that a
dlight mgjority (54 per cent) of MNCs report that the traditions in the country of origin have
an ‘overriding influence’ on the approach to HR management in their foreign subsidiaries, i.e.
are characterised by a high level ethnocentrism. Asindicated in Figure 3.15, American MNCs
are far more likely to report the presence of a worldwide HR approach covering al their
globa operations. Clearly, US MNC subsidiaries in Ireland are most likely to report the
presence of a global HR approach and that the traditions of the parent company have an
overriding impact on this approach. A similar pattern was found in the parald study of
MNCsin the UK. We did not find any significance differences according to sector. However,
larger firms were more likely to have a global HR approach and to report that parent country
traditions exerted the major influence on this approach.

® Totals come to more than 100% reflecting fact that the HR approach of MNCs may be influenced
from multiple sources/levels
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Figure 3.15 Presence of worldwide HR approach by country of origin
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Conclusion

In this chapter, we have reviewed evidence on the nature and role of the HR function in
MNCs in Ireland. We concentrated, in particular, on the extent and means through which
MNCs seek to coordinate and control HR policy and practice at an internationa level. One
key dimension in this regard concerns the deployment of information technology in HR
service provision. This role incorporates the potential deployment of IT in the international
delivery of HR services and in senior level monitoring of HR performance among subsidiary
operations. Our findings suggest that just over half of al MNCs in Ireland make use of a
HRIS on an international basis, with foreign-owned MNCs more likely to use such systems
than Irish MNCs. Among the cohort of foreign-owned MNCs, American companies reported
the highest level of IT in delivering HR services across borders. The findings further indicate
that ‘shared services usage occurs in four in every ten MNCs in Ireland. Shared services
centres were more common in Irish-owned MNCs than among their foreign-owned
counterparts. The use of shared services centres on an international basis was also more
common among Irish-owned MNCs.

As noted earlier, we have limited knowledge of how HR policies are developed and diffused
at internationd level. Our findings shed some light on this deficit, highlighting that almost six
in every ten MNCs in Ireland report the presence of a body with a mandate to develop HR
policies on an international basis. International HR policy-making bodies were most prevalent
in US firms. We aso found a high level of international networking between HR managers.
Eight in every ten MNCs in Ireland reported regular meetings between HR practitioners from
operations in different countries. We aso find a high level of networking via other means,
namely international conferences, task forces, and virtual means among foreign-owned MNCs
in Ireland. However, the extent of such international HR networking was much lower in Irish-
owned MNCs.

An important aspect of international management is the extent of monitoring by senior level
management of HR performance and practice in subsidiary operations. Our data points to a
high level of monitoring. However, most of the monitoring effort focuses on specific aspects
of HRM, namely employment numbers, labour costs and managerial pay and devel opment.
American firms reported the highest level of monitoring.

Finaly, we explored the extent to which MNCs in Ireland were characterised by a uniform

globa HR approach or philosophy. We found the presence of a global HR approach in just
over half of al MNCsin Ireland. Such an approach was more common in foreign-owned than
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in Irish-owned MNCs. We adso considered the extent to which the country of origin
influences the overall HR approach. Here we found that a small magjority of MNCs report that
parent country traditions have an ‘overriding influence’ on the approach to HR management
in foreign subsidiaries. American MNCs were by far the most likely to report the presence of
aworldwide HR approach covering all their global operations.

Overadl, our findings point to a considerable degree of variety in the HR approaches and

practices of MNCs. In particular, we highlight some patterns of MNC behaviour driven by
characteristics such as ownership, scale, structure, and areas of business activity.
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CHAPTER 4

PAY AND PERFORMANCE MANAGEMENT

Introduction

This chapter explores the policies that MNCs adopt in the area of pay systems and
performance management. This is one of the key issues for HRM, and often an indicator of a
firm’s wider management style. It may be seen as reflecting the firm’s strategic approach to
the management of employees, its approach to individual employees, and the principa
messages of its corporate culture. It is aso a core element in the management of those
managerial and professional categories often regarded as key to international competitive
advantage. Here the genera pattern of pay and performance practices of MNCs is outlined.
The effects of ownership and sector on these practices are also examined. Nationality of
ownership has been seen as a mgor factor influencing the kinds of pay and performance
policies that MNCs adopt. American companies, for example, have long been regarded as HR
‘innovators in such aspects as individua performance appraisal, performance-related pay,
and employee share ownership (Gunnigle et a., 1997; Dunning, 1998). Nationa influences
stem from the characteristics of the parent-country business system: the US, for instance, has
had a long history of pay innovation. This can be traced to the attempts of firms to deter
unionisation by providing innovative terms and conditions to employees, and by linking pay
to individual performance (Foulkes, 1980; Jacoby, 1997; Gunnigle et d., 1998; Roche and
Turner, 1998). By contrast, in many European countries, such as Germany and the
Netherlands, sectoral pay bargaining and company-level employee representation through
works councils have traditionally limited the scope for individually-focused forms of pay and
appraisal systems. Pay systems typicaly have a sectoral dimension too. Payment by results
and group-based performance-related pay schemes tend to be more widespread in
manufacturing, whereas individual performance-related pay is generally more widely diffused
in services.

A number of specific areas are examined in this section on pay and performance practices in
foreign and Irish MNCs. First, companies overal strategy on pay levels: do they aim to pay
employees above, below, or a the market average for their sector? Secondly, methods of
performance appraisal: whether companies use formal systems for different groups of staff,
the way that appraisal isimplemented, the uses to which it is put, and so on. Thirdly, the use
of various systems of reward such as profit-related pay and share ownership are reported.
Finaly, it explores the degree of subsidiary freedom in the management of pay and
performance policy.

Pay policy in MNCs

Companies were asked to assess where the company aimed to be as awhole on pay levelsin
relation to comparators in the same sector/industry. Responses were categorised into top
quartile, second quartile, above the median/mid-point, and below the median/mid-point, for
three specific groups of employees. the largest non-managerial occupationa group (LOG),
key group and managers. As depicted by figure 4.1 managers and the key group are more
likely to be paid above the median than the LOG, which is consistent with the findings of a
parale survey in the UK (Edwards et a., 2007). Indeed 31 per cent of MNCs that recognise a
key group aim to be in the top quartile, which would appear to suggest they regard the key
group as being critical to the company’s success and are willing to pay superior rates of
remuneration for their services. There are also some differences between foreign and Irish-
owned MNCs. Firstly, with regard to pay levels of key employees, 59 per cent of foreign-
owned MNCs aim to be in the top or 2™ quartile compared with 68 per cent of Irish-owned
MNCs. Secondly for managers aiming at the top or second quartileit is51 per cent in foreign-
owned MNCs and 56 per cent in Irish-owned MNCs. Thirdly, 33 per cent of Irish MNCs
compared to 41 per cent of foreign-owned MNCs, aim to pay the LOG in the top or 2™

33



guartile. Overall, few companies am to have pay levels below the median/midpoint in
comparison to othersin any of the three groups of employees. Indeed a substantial proportion
of companies tend to aim to have pay levels at the midpoint for each group of employees: 60
per cent for the LOG, 40 per cent for the key group and 48 per cent for managers.

Figure 4.1 Pay policy of MNCs
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Figure 4.2 indicates pay levels by country of origin. Again thereis a pattern consstent across
all MNCs of aiming to pay key employees in the top or 2™ quartile. This is particularly the
case for UK MNCs. Indeed, UK firms consistently aim to pay a greater proportion of
employees in the three categories in the top or 2™ quartile compared to other MNCs: 53 per
cent of the LOG, 72 per cent of the key group and 64 per cent of managers. European-owned
MNCs are next, followed by Irish (except for pay levelsfor the LOG) and lastly US MNCs.

Figure 4.2 Pay policy by country of origin
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A greater proportion of MNCs consistently aim to be in the first or second quartile regarding
pay for al three groups of employeesin the service sector of the economy compared to MNCs
in the manufacturing sector or multi-sector (see figure 4.3). In particular, there is a substantia
difference between companies in the service sector and those classified as multi-sector.



Figure 4.3 Pay policy by sector
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Performance appraisal systems

The key finding in relation to the use of performance appraisa schemesisthat, for each of the
groups, the vast magjority of companies have forma schemes. 94 per cent of managers and 75
per cent of the LOG in foreign MNCs compared to 87 per cent of managers and 59 per cent of
the LOG in Irish-owned companies. Again there is a difference between Irish and foreign-
owned MNCs suggesting performance appraisals schemes are till not as prevaent in Irish-
owned MNCs, particularly for the LOG. One factor that may account for thisisthe high level
of unionisation in Irish MNCs. Irish MNCs are more likely to have different schemes for
different groups, 64 per cent, compared to 40 per cent of foreign MNCs. Conversely, 60 per
cent of foreign MNCs report having a single integrated appraisal scheme for all employees
compared to 36 per cent of Irish MNCs.

Figure 4.4 Systems of regular performance appraisal
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There is a significant nationality effect that is consistent across all three sectors. Regular
appraisal for the LOG and managersis highest in US MNCs followed by rest of world MNCs,
UK MNCs, European MNCs and is lowest in Irish MNCs (see figure 4.5). There is a
significant difference in the use of a single integrated system of appraisal: less than 40 per
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cent of Irish and UK MNCs compared to over 60 per cent of US and European MNCs have
such aschemein place.

Figure 4.5 Systems of performance appraisal by country of origin
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Methods of Performance Appraisal

Figure 4.6 reports on the use of two particular methods of appraisd: forced distribution (FD)
and peer/360 degree feedback. ‘Forced’ distribution (FD) systems oblige appraisersto place a
certain proportion of appraised staff in different performance categories or grades, normaly
with the aim of avoiding the ‘bunching’ of staff in the higher grades. Such systems have
become increasingly prominent as companies have sought to gain competitive advantage by
using the outcome of appraisa systems as the basis for decisions on pay, promotion, and
redundancy. They are particularly important in business systems, such as the US, where
labour markets are characterised by ‘employment at will’, so that companies are easily able to
respond to changes in market conditions by adjusting the size of their workforce.

The use of both methods of appraisal is significantly more common in foreign than Irish
MNC:s. In the foreign-owned 27 per cent apply the method of forced distribution to the LOG
and 26 per cent use peer/360 degree feedback for this group. Only 4 per cent of Irish MNCs
use FD for the LOG and 20 per cent use peer/360 degree feedback. Similarly, foreign MNCs
use both methods for the manageria group to a greater extent than Irish MNCs. 29 per cent
use forced distribution FD and 53 per cent peer/360 degree feedback compared to 11 per cent
and 37 per cent respectively for Irish MNCs.
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Figure 4.6 Methods of performance appraisal
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This pattern is confirmed in figure 4.7. However, as expected, there is asignificant difference
between US MNCs and others, with a greater percentage of US MNCs using forced
distribution and peer appraisa for both the LOG and managers. This is different to the UK
findings where surprisingly no nationality effect on forced distribution or peer appraisas was
apparent (Edwards et al., 2007).

Figure 4.7 Methods of performance appraisal by country of origin
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However similar to the UK findings, the use of forced distribution for the LOG and managers
ismore likely in the service sector, but the differences are dight.

Use of financial schemes

MNCs, particularly US firms, have traditionaly sought to bind their employees into
‘shareholder capitalism’ through the use of employee share ownership schemes. Moreover,
the deregulation of financiad markets from the 1980s, and the rise of the concept of
‘shareholder value' have further enhanced the use of employee stock options as a device to
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link the remuneration of managers (O’ Sullivan, 2000). Here the use of three financid
schemes, employee share ownership, profit sharing and share options is examined. Results
indicate arelatively even spread with approximately one third of MNCs indicating the use of
the three incentives for each category of employees (see figure 4.8). There are some notable
differences between foreign and Irish-owned MNCs regarding share options which are used to
a greater extent by foreign than Irish MNCs, 15 per cent compared to 27 per cent for the
LOG, 32 per cent compared to 41 per cent for the key group and 43 per cent compared to 51
per cent for managers.

Figure 4.8 Financial schemesfor employees
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Asfigure 4.9 depicts, US MNCs are more likely to use the three forms of financial incentives
than others. This is particularly pronounced in the use of employee share ownership for the
three groups of employees. This confirms previous research in Ireland and internationally on
the use of such schemes in foreign and domestic firms (see Morley and Gunnigle, 1997,
Bjorkman and Furu, 2000). Conversely, with the exception of share options, both rest of
world and European MNCs are less likely to use employee share ownership and profit sharing
schemesthan US, UK and Irish MNCs.

Figure 4.9 Financial schemesfor employees by country of origin
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MNCs operating in more than one sector use the three financial incentive schemes for all
employeesto a greater extent than MNCs in manufacturing and services. In particular, the use
of profit sharing schemes is significantly more prominent in multi-sector companies, 42 per
cent compared to 19 per cent in the manufacturing sector for the LOG and 29 per cent in the
service sector. The patternis similar for the key group and managers. The use of share options
although still greater in multi-sector companies, tends to be more evenly spread across the
three sectors.

Variable or performance related pay (PRP) is extensively used for all employees, particularly
for the key group and managers. US MNCs tend to be more likely to use PRP for the LOG
and the key group. However, the differences are not significant. In the UK Edwards et al.,
(2007) found nationality to be a factor, with US MNCs more likely to have variable pay for
all three groups and more likely to use variable pay for the LOG. There are no substantial
differencesin the use of PRP across the different sectorsin our data.

Figure 4.10 Performance related pay by country of origin
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Discretion over pay and performance policy

Theissue of management discretion and autonomy is one of the most prominent and recurring
themes in the MNC literature (cf. Gupta and Govindargjan, 2000). We address this issue
below in regard to pay and performance, and in each subsequent chapter (on employee
representation, employee involvement and communication, and training and learning,
respectively). It is therefore appropriate that we summarily explain how this area of anaysis
is dealt with. As outlined in chapter one, this report investigates two fundamentally different
types of MNC, namely foreign-owned and indigenous (Irish)-owned MNCs. It was therefore
necessary to construct somewhat different questions for both these MNC categories. Among
foreign-owned companiesin Ireland, we sought to establish the level of discretion afforded to
the local (Irish-based) management team by higher management levels outside of Ireland.
However, in Irish-owned MNCs we sought to establish the level of discretion granted to
managers in their operations outside of Ireland. Put simply, we sought a subsidiary level
perspective among foreign MNCs and a headquarter perspective among Irish MNCs. In all
cases though, respondents were asked to indicate levels of discretion afforded/granted on a
five-point scale from ‘no discretion’ (which was explained as ‘ must implement policy set by a
higher level’) to ‘full discretion’ (‘can set own policy’). A sixth option was aso provided,
namely that the level of discretion varies widely across the different subsidiaries (i.e. ‘no
typical situation exists’). For the reasons outlined above, we present the findings from
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foreign-owned and Irish-owned MNCs separately. This convention is followed in all the
subsequent chapters.

This section investigates the level of discretion afforded to locad management in foreign-
owned MNCs in Ireland and dso the level of discretion afforded by management in Irish
MNCs to their foreign operations in regard to the determination of pay and performance
policy. More specifically we explore discretion over relaing pay levels to market
comparators, employee share ownership schemes, performance appraisal systems and variable
payment schemes.

Foreign-owned MNCs

Foreign MNCs tend to have considerable discretion in the area of pay (61 per cent have either
full or alot of discretion). In relation to variable pay, 59 per cent report full/alot of discretion,
and in performance appraisal some 56 per cent report full/a lot of discretion for the largest
group of employees. Discretion is somewhat polarised between high and low discretion for
share ownership schemes, performance appraisals for both groups of employees, and variable
pay for managers.

Figure4.11 Discretion to decide financial rewards (foreign MNCys)
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Figure 4.12 outlines some nationality effects regarding MNCs reporting full/a lot of
discretion. UK and European MNCs have considerably more discretion in al areas, with US
MNCs having relatively lower levels of discretion. MNCs located in the manufacturing sector
report greater discretion in the allocation of rewards to all employees than firmsin the service
and multi-sector. Thisis consistent for genera pay, variable pay and appraisal systems.
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Figure 4.12 Discretion rewards by country of origin (foreign MNCs)
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Irish-owned MNCs

As depicted by figure 4.13 Irish MNCs afford relatively low levels of discretion to their
foreign operations. This is particularly pronounced with regard to share ownership where 86
per cent of Irish MNCs afford no discretion to its foreign operations over thisissue.

Figure 4.13 Discretion to decidefinancial rewards (Irish MNCs)
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Comparing the headquarter perspective (Irish-owned MNCs) and the subsidiary perspective
(foreign-owned MNCs) regarding discretion there appears to be a consstent pattern.
Subsidiaries of foreign-owned MNCs report low levels of discretion over policies to decide
financia rewards; whilst senior management in Irish MNCs report that they afford low levels
of discretion to their foreign operations over the same issues. Thisis particularly evident with
regard to policies over share ownership schemes. These findings would suggest that policies
regarding pay are centralised and thus MNCs are unwillingly to afford large amounts of
autonomy to subsidiaries to make decisions over such issues.
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Conclusion

This chapter looks at aspects of pay and performance management with a number of broad
patterns emerging. MNCs tend to have a policy of ensuring that the pay levels of the key
group are in the top or 2™ quartile. The vast majority of MNCs aim to have pay levels at or
above the median/midpoint for all employees. Regular performance appraisa is common for
the mgjority of employees in MNCs. Employee share ownership, profit sharing and share
options are used by approximately one third of MNCs for each category of employees.
Foreign MNCs tend to have considerable discretion in the area of pay policy, variable pay and
performance appraisal.

Within these patterns there are important variations according to our ‘structurd’ factors of
nationality and sector. Nationality is associated with differences across arange of policies and
above al with the degree of discretion. For example UK firms consistently aim to pay a
greater proportion of employees in the top or 2™ quartile compared to other MNCs. Regular
appraisal for the LOG and managers is highest in US MNCs followed by UK firms and is
lowest in Irish firms. A greater proportion of US MNCs use forced distribution and peer
appraisal for both the LOG and managers. US MNCs are more likely to use the three forms of
financia incentives than others.

Key differences across sectors include MNCs in the service sector consistently aim to be in
the 1% or 2™ pay quartile compared to MNCs in manufacturing or multi-sector. Regular
appraisal is significantly more common for the LOG in the service sector. MNCs located in
the manufacturing sector report greater discretion in the alocation of rewards to al
employees.

In summary, while there are some differences across the three sectors, nationality has a more
substantial impact. US MNCs are more likely to use regular performance appraisa and
various reward mechanisms than other MNCs. In contrast, UK MNCs are more likely to aim
to pay their LOG in the 1¥ or 2™ quartile. They aso report higher levels of discretion in
decisions on rewards and appraisal schemes.
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CHAPTER S

EMPLOYEE REPRESENTATION AND CONSULTATION

Introduction

The area of employee representation in MNCs has been the subject of intense debate within
Ireland (cf. Kelly and Brannick, 1985; Roche and Geary, 1996; Turner et al., 1997a& b; Geary
and Roche, 2001; Turner et a., 2001). Yet despite the extant research on MNCs in Ireland,
there is no overdl, authoritative picture of the ways in which MNCs manage their employees
(Mc Donnell et al., 2007). The literature suggests that MNCs from different countries of
origin have distinct preferences with regard to collective employee representation structures.
These preferences are said to derive from the existing national models of employee
representation which prevail in their country of origin. American MNCs, for example, have
displayed a distinct tendency not to engage with trade unions and collective bargaining (De
Vos, 1981). Patterns of employee representation also tend to vary between industrial sectors
(Roche and Turner, 1994; Gunnigle et d., 1997; Roche, 2001). For example, trade unions are
more likely to be found in the manufacturing sector than in the service sector.

The European Union (EU) Directive on Information and Consultation (I1&C) was transposed
into Irish law in July 2006 and introduced on a phased basi s thereafter. It establishes aright to
information and consultation as follows. to undertakings with at least 150 employees from
September 4, 2006; from March 23, 2007, to undertakings with at least 100 employees and
from March 23, 2008, to undertakings with at least 50 employees. There has been some
research on the 1& C directive and the potential impact it may have on organisationsin Ireland
(Dundon, 2003; Geary and Roche, 2005; Dundon et a., 2006) but there has been no
significant research to date on its actua impact. As a result of the current survey, it is now
possible for us to provide a representative picture of how MNCs in Ireland are responding in
this area of employment relations.

This chapter is organised into three sections. The first section deads with employee
representation covering issues such as trade union recognition, union density, non-union
structures and collective bargaining. The second section deals with employee consultation,
examining the area of information and consultation and European Works Councils. The third
section looks at the issue of MNC discretion and autonomy with regard to employee
representation and consultation.

Trade union recognition

Respondents were asked if they recognised trade unions for the purposes of collective
employee representation. Trade unions are recognised at one or more sitesin 61 per cent of all
MNCs operating in Ireland. This figure is much higher than findingsin a parallel study in the
UK (Edwards, et a., 2007) which found 47 per cent of MNCs recognised a trade union™.
Breaking this down further, 29 per cent of MNCs recognised trade unions at all of their sites,
15 per cent at their sole Irish site, and 17 per cent at some or most of their sites. As depicted
by figure 5.1, there is a discernible pattern of union recognition varying according to the
country of origin of the MNC. MNCs from Ireland (83 per cent), the UK (80 per cent) and the
rest of Europe (71 per cent) are much more likely to engage with trade unions whereas US
MNCs (41 per cent) and MNCs from the rest of the world (43 per cent) are least likely to
engage with trade unions. This is similar to the paralel study of MNCs in the UK which
found that US MNCs were the least likely to recognise trade unions (Edwards et a., 2007).
Sector also appears to be an explanatory variable with union recognition highest among
MNCs in the manufacturing sector (75 per cent) and also MNCs operating in multiple sectors

19 This figure only relates to representation regarding the largest occupational group (LOG). That said,
where unions are recognised the vast majority of members tend to be employees from the LOG.
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(76 per cent), compared with 48 per cent of service sector MNCs recognising a trade union.
Thisis aso consistent with findings in the UK study, where union recognition is more than
twice as common amongst manufacturing MNCs compared with those in services.

Figure 5.1 Trade union recognition by country of origin
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Irish-owned MNCs were adso asked if their foreign operations recognised unions for the
purposes of collective employee representation. We find that Irish-owned MNCs are less
likely to recognise unions in their foreign operations, compared with their Irish operations,
with just over four in ten (41 per cent) Irish MNCs not recognising unions in their foreign
operations (see figure 5.2). This low level of recognition amongst its foreign operationsisin
contrast to the high level of recognition in Ireland as outlined above.

Figure 5.2 Union recognition in foreign operationsof Irish MNCs
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We aso asked Irish MNCs about their policy towards trade union recognition in their foreign
operations, see figure 5.3. A large mgority (47 per cent) of Irish MNCs report that they
expect their foreign operations to follow local practices, 16 per cent report that there is a
policy not to recognise trade unions in their foreign operations, a further 16 per cent report
thereis apolicy to recognise trade unions, whilst 21 per cent report there is no palicy.



Figure5.3 Irish MNCsforeign policy on trade union recognition
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Where trade unions are recognised, there appears to be a preference for recognising a single
union with 44 per cent of all unionised MNCs recognising one union, compared with 28 per
cent recognising two unions and 28 per cent recognising three or more unions. There appears
to be a country of origin effect whereby 48 per cent of al foreign-owned MNCs recognise
only one union compared with just 28 per cent of Irish MNCs. This is consistent with the
literature suggesting foreign-owned companies preference for single union deas (Gunnigle,
1993). Fifty six per cent of MNCs operating in multiple sectors recognise one union
compared with 44 per cent of service sector MNCs and 41 per cent of manufacturing MNCs.

We also find quite a high level of trade union density™ in MNCs with a majority (53 per cent
of al MNCs) reporting that over half of their employees are members of atrade union, whilst
more than a quarter of MNCs reported that 75 per cent or more of their employees are
members of atrade union, see figure 5.4. Lower union density figures are reported amongst
US MNCs where only 10 per cent of US MNCs have union density above 75 per cent. As
anticipated, union density was much higher amongst MNCs in the manufacturing sector, with
amost a third (31 per cent) having 75 per cent or more of their employees in trade union
membership compared with 23 per cent in service sector MNCs and 22 per cent in multi-
sector MNCs.

™ Not all MNCs are reporting for all Irish operations, aminority of MNCs only reported for a part or
division only.
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Figure 5.4 Trade union density
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MNCs that engage with a trade union were asked whether trade union representatives
generally adopted a cooperative approach, an adversaria approach or if their approach
depended on the issue. Almost half (49 per cent) of the respondents replied that it depends on
the issue whilst 46 per cent reported a cooperative approach. Only 5 per cent reported that
trade unions adopted an adversaria approach. UK MNCs were more likely to report a
cooperative approach (67 per cent) whilst only 32 per cent of Irish MNCs reported a similar
approach. Service sector MNCs were marginally more likely to report a cooperative approach
(52 per cent), than manufacturing MNCs (43 per cent) and multi-sector MNCs (39 per cent).

Non-union structures of collective employee representation

All MNCs were asked if they had any non-union based structure(s) of collective employee
representation, such as works committees or company councils. Just under a third (32 per
cent) of MNCs indicated that they had some structure in place, with almost six in ten (59 per
cent) MNCs indicating these structures had been established in the previous three years. This
contrasts with existing Irish research which had indicated that employee consultative
committees were quite rare in Ireland (Geary, 2006). MNCs from the US and aso the rest of
the world were marginally more likely to have these structures in place, which isin contrast to
the UK findings where both these groups were the least likely to have such structures. Service
sector MNCs were aso marginally more likely to have such structures in place. As expected
non-union structures were most common in MNCs which did not engage in union recognition,
however, it was interesting that over a quarter of unionised MNCs (26 per cent) had such
structuresin place.

Combining both union and non-union structures almost a quarter (23 per cent) of al MNCs
have neither union nor non-union structures in their organisation, see figure 5.5. 16 per cent
have non-union only structures, 16 per cent have a hybrid model which includes both union
and non-union structures, whilst 35 per cent of MNCs have union structures only. Similar to
the results of the UK study, US MNCs are the least likely to have any form of representative
structures. Irish and UK owned MNCs are much more likely to have union forms of collective
employee representation. Manufacturing MNCs are much more likely to have union only
representative structures in place, whilst MNCs operating in the service sector are the most
likely to have non-union structuresin place.
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Figure 5.5 Union and non-union structures of representation by country of origin
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Trade union recognition in new sites

The issue of trade union recognition or avoidance in new sites established by existing
companies has been an area of considerable interest (Hourihan, 1996; Higgins, 2004,
Gunnigle et d., 2005). Gunnigle et al., (2005) point towards a recent phenomenon whereby
hitherto unionised companies are establishing new sites on a non-union basis, or engaging in
s0 called ‘double-breasting’ (cf. Beaumont and Harris, 1992). We investigated the existence
of this phenomenon and asked MNCs that recognised trade unions if they had established any
new sites (greenfield sites) in the past five years, and if so, did they recognise trade unions at
these new sites. A total of 60 unionised MNCs had established a new site, with 42 per cent
recognising trade unions in al of their new sites. This is higher than reported in a parallel
survey in the UK where 30 per cent had recognised unions at each new site. A third (33 per
cent) recognised unions at some of their new sites whilst a quarter (25 per cent) did not
recognise unions at any of their new sites, which is lower than the 42 per cent reported in the
UK survey (Edwards et d., 2007). Thus, while 33 per cent recognise unions at some of their
new sites, by default this means they also do not recognise unions at some of their other new
sites. Therefore seems that almost six in ten MNCs (58 per cent) are engaging in some form
of double-breasting. As illustrated in figure 5.6, there is a strong country of origin effect.
Irish (67 per cent) and UK MNCs (71 per cent) establishing operations on new sites are much
more likely to recognise unions at each of their new sites. In contrast, US MNCs are least
likely to recognise unionsin their new sites with 57 per cent not recognising unions at any of
their new sites. Furthermore MNCs operating in multiple sectors are the least likely to
recognise unions in their new sites with 63 per cent reporting no recognition a new sites
compared with 27 per cent and 16 per cent of manufacturing and service sector MNCs
respectively.
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Figure 5.6 Union recognition at new sites by country of origin
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All MNCs were asked if they had acquired any new sites in Ireland over the previous five
years. Those MNCs that had acquired new sites were asked whether the acquired sites were
unionised or not. A total of 70 MNCs reported that they had acquired sites over the past five
years. Over half (52 per cent) of MNCs reported they acquired non-union only sites against 29
per cent acquiring unionised sites and 19 per cent acquiring both unionised and non-unionised
sites. A follow up question was asked as to whether or not there had been any changes at the
acquired site regarding union recognition. For example, in the case of sites acquired by non-
union firms we investigated whether union recognition has been introduced or whether the
site remained non-union. Our findings indicate that amost all MNCs (95 per cent) reported no
change in the union status of the acquired sites. A smal number of MNCs (5 per cent)
introduced union recognition in the acquired sites, with no MNC reporting the withdrawal of
union recognition. Thus, we find no evidence of union de-recognition among MNCs in
Ireland. We dso find evidence that non-union MNCs are much more likely to acquire non-
union sites, whereas there is a much more mixed pattern concerning unionised MNCs.

In regard to country of origin, we find that US MNCs are more likely to acquire non-union
sites, with 72 per cent of their acquired sites being non-union. As depicted by figure 5.7,
MNCs operating in the manufacturing sector are only dightly more likely to acquire
unionised sites than non-unionised sites. MNCs operating in the service sector and operating
in multiple sectors are much more likdly to acquire non-unionised sites. Thus the impact of
sector appears to be significant in explaining patterns of trade union representation in
acquired sites.
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Figure 5.7 Acquisition of new sites by sector
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Collective bargaining

MNCs that recognise unions were asked what percentage of their largest occupational group
(LOG) were covered by collective bargaining arrangements. Almost seven in ten MNCs (69
per cent) reported that over three quarters of their LOG were covered by such arrangements.
Asillustrated by figure 5.8 the coverage of collective bargaining is higher amongst Irish, UK
and European MNCs. Almost eight in ten manufacturing MNCs (79 per cent) have collective
bargaining coverage greater than 75 per cent compared with 57 per cent amongst service
sector MNCs and 63 per cent of MNCs operating in multiple sectors.

Figure 5.8 Coverage of collective bargaining by country of origin (Union only)
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The deter mination of pay increases

Respondents in unionised MNCs were shown a number of agreements or procedures that are
used for the determination of pay increases. They were then asked which of these
agreements/procedures were used in their operation(s) for both the management and the LOG.
As depicted in figure 5.9, the most popular method of pay determination for managers was
that of “individua” whilst for the LOG it was “nationa level collective bargaining’.
However, the use of nationd level collective bargaining was also quite high for managers.
With regard to sector, 92 per cent of manufacturing MNCs reported that they used nationa
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level collective bargaining for their LOG, against 67 per cent of service sector MNCs and 61
per cent of multi-sector MNCs.

Figure 5.9 Agreementsor proceduresused for the deter mination of pay increases
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Where “national level collective bargaining” is used MNCs were asked about their policy
towards the national agreements (see figure 5.10). A high proportion of MNCs reported that
they follow closely the terms of the agreement for both managers (76 per cent) and their LOG
(81 per cent). Almost a quarter (24 per cent) of MNCs that use “nationa level collective
bargaining” to determine pay increases for managers pay somewhat above the terms of the
agreement, compared with 17 per cent for the LOG. Just 2 per cent of MNCs using “national
level collective bargaining” for the LOG reported that they paid somewhat below the terms of
the agreement. Overall, this suggests that the great majority of MNCs in Ireland adhere to the
pay terms of nationa agreements for their LOG, a theme consistent with Gunnigle et al.,
(2005) case based findings which point to a general decrease in the extent to which MNCs
significantly exceed the terms of national agreements.

Figure5.10 The use of national level collective bargaining agreements (Union only)
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UK MNCs are more likely to pay somewhat above the terms of the agreements for their
manageria staff only. MNCs operating in the services and multi-sectors are also more likely
to pay above the norm for its manageria staff only.
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We dso investigated the impact of nationa level pay (partnership) agreements on non-union
MNCs. Six in ten non-union MNCs reported that the national agreements had some influence
on pay decisions regarding the LOG and amost half (48 per cent) on pay decisions with
regard to managers.

As depicted by figure 5.11, those MNCs that reported national agreements as having an
influence are much more likely to pay somewhat above the terms of the agreement, with 59
per cent of all managers being paid above the norm and 55 per cent of LOG likewise. Thus
what we find is that non-union MNCs are much more likely to pay above the terms of
national agreements than unionised MNCs. This trend is consistent with existing case study
research which suggested that non-union MNCs use the nationa agreements as externd
benchmarks for pay increases and often pay above the average level of increase contained in
the agreements (Collings et a., forthcoming).

Figure5.11 Theuse of national level collective bargaining agreements (Non-union only)
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UK MNCs are less likely to pay above the norm for their managerid staff (33 per cent)
compared with US (65 per cent), European (50 per cent), rest of world (75 per cent) and Irish
(71 per cent) and aso for their LOG, UK (20 per cent), US (57 per cent), European (50 per
cent), rest of world (80 per cent) and Irish (63 per cent).

Employer Associations

An overwhelmingly majority (92 per cent) of MNCs are members of an employer association,
with IBEC (86 per cent of al MNCs) being the preferred choice of the great majority.
However, manufacturing MNCs are much more likely to be a member of IBEC with 94 per
cent of MNCs a member compared with 80 per cent of service sector MNCs and 84 per cent
of multi-sector. We aso find that 96 per cent of unionised MNCs are a member of an
employer association versus 85 per cent of non-union MNCs. This would suggest that non-
union MNCs are almost as likely to be a member of an employer association (a trade union
for employers) as unionised MNCs.

Information and Consultation

Respondents were asked about the management approach to the area of information and
consultation. As depicted by figure 5.12, just over a third of MNCs (34 per cent) claimed to
provide “information somewhat beyond that required” with a 33 per cent providing
information considerably beyond that required and 12 per cent providing information far
beyond that required.
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Figure 5.12 Provision of information and consultation
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Given the recent transposition of the Information and Consultation Directive in Ireland,
respondents were asked if this directive had prompted any changes in arrangements for
employee consultation. Forty two per cent of all MNCs reported that indeed the directive had
prompted changes in arrangements for employee consultation. Only 19 per cent of Irish
MNCs reported changes compared with 30 per cent of UK MNCs, 55 per cent of US MNCs,
43 per cent European MNCs and 57 per cent of rest of world MNCs.

European Works Councils

Almogt four in ten MNCs (39 per cent) have a European Works Council (EWC) in place,
greater than that reported in the paradlel survey in the UK which found a EWC present in 28
per cent of cases. As depicted by figure 5.13, European MNCs are more likely to have an
EWC (57 per cent) with Irish MNCsthe least likely to have a EWC (17 per cent).

Figure 5.13 European Works Councils (EWC) by country of origin
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MNCs operating in the service sector were the least likely to have a EWC (28 per cent).
Those MNCs that did not have a EWC in place were asked if they anticipated one being
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established in the future, just 21 per cent indicated that they felt there would be one
established.

Those MNCs which reported the presence of a EWC were asked about the nature of the EWC
structure. As depicted by figure 5.14, almost seven in ten (69 per cent) provide information
somewhat beyond that required or greater, with 27 per cent providing information
considerably beyond that required and only 7 per cent providing information far beyond that
required. Both Irish and European MNCs are less likely to provide information somewhat
beyond that required or greater when compared to UK, US and rest of world MNCs. Service
sector MNCs provided dightly less information than MNCs operating in the other two
sectors.

Figure 5.14 Provision of information and consultation with European Works Council
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Discretion over employee representation and consultation policy

This section investigates the level of discretion afforded to loca management in foreign-
owned MNCs and also the level of discretion afforded by management in Irish MNCs to their
foreign operations in reation to the determination of employee representation and
consultation policy. More specifically we explore discretion over trade union recognition,
union involvement in decision-making (where applicable) and employee consultation.

Foreign-owned MNCs

High levels of discretion over dl three measures were reported, as depicted in figure 5.15.
Only with regard to trade union recognition do we see some MNCs reporting comparatively
lower levels of discretion. US MNCs are likely to have dightly less discretion over the three
measures, especialy over trade union recognition.
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Figure5.15 Discretion of foreign-owned subsidiaries
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Irish-owned MNCs

Irish-owned MNCs were asked to what extent they afford discretion to their foreign
subsidiaries over the same measures. This was asked in order to provide a headquarter
perspective. As depicted by figure 5.16, Irish-owned MNCs appear to afford low levels of
discretion over the same three policy areas to their foreign subsidiaries, particularly with
regard to union recognition.

Figure5.16 Discretion afforded to foreign subsidiaries of Irish-owned MNCs
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What is interesting is the contrast between the headquarter perspective (Irish MNCs) and the
local operations perspective (foreign MNCs), as noted in both figures 5.15 and 5.16. On the
one hand, the Irish operations of foreign-owned MNCs report high levels of
discretion/autonomy whilst senior management in the headquarters for Irish MNCs report that
they afford low levels of discretion to their foreign subsidiaries. So how do we reconcile these
differences between the two perspectives? Is it the case that subsidiaries are over estimating
their autonomy with regard to employment relations? Or perhaps managers at headquarter
level are reporting higher levels of control than there actually is? The extant literature
suggests that thereis ahigh level of devolvement of HRM to the local level (Rosenzweig and
Nohrig, 1994), particularly with regard to employee representation (Ferner, 1997).
Furthermore Gunnigle et al., (2005) note that decisions regarding trade union recognition at
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newer sites of US MNCs operating in Ireland were taken or driven by local management,
albeit in the knowledge that corporate headquarters would be in favour of the decision.

Conclusion

This chapter has reviewed the findings on employee representation and consultation in both
foreign and Irish-owned MNCs operating in Ireland. What we find is that MNCs operating in
Ireland are reporting relatively high levels of union engagement, with evidence of country of
origin and sectora effects. For example, we find high levels of trade union recognition
amongst Irish, UK and European MNCs but low levels of recognition among US MNCs.
Furthermore, manufacturing MNCs have a much higher propensity to recognise unions than
MNCs operating in the service sector. Whilst Irish MNCs report high levels of union
recognition in Ireland, we identify a very different story abroad with a large number of Irish
MNCs reporting non-recognition of unions in their foreign operations. Coupled with high
levels of union recognition, we also find union density figures to be quite high. High
collective bargaining coverage is aso reported with it being highest in Irish, UK and
European MNCs. There is also a sectoral effect with it being high amongst manufacturing
MNCs. We aso provide evidence of innovations with regard to collective employee
representation in MNCs in Ireland. Firstly, we see a growth in non-union structures of
employee representation, particularly over the past three years. Secondly, we find evidence of
‘double-breasting’, particularly among US MNCs. In terms of pay determination, a significant
magjority of MNCs use national level collective bargaining for the LOG and individua
mechanisms for their manageria staff. Concentrating on the influence of nationa level
agreements on pay in MNCs we find differences between unionised and non-unionised
MNCs. Unionised MNCs are much more likely to follow the terms of these nationa
agreements whereas non-unionised MNCs are more likely to report paying above the terms of
the agreements.

With regard to information and consultation, MNCs in Ireland report high levels of
information and consultation provision, with almost haf reporting that the Information and
Consultation Directive had initiated changes in employee consultation in their organisation. A
significant minority of MNCs also reported having a European Works Council (EWC) in
place, again with adiscernible country of origin effect.

Looking at management discretion in employment relations, we find an interesting contrast
between subsidiary and headquarter perspectives. Among subsidiaries of foreign-owned
MNCs in Irdland, respondents reported high levels of discretion/autonomy over employee
representation and consultation. In contrast, the headquarter perspective provided by
respondent in Irish-owned MNCs suggests that their foreign operations are afforded low
levels of discretion/autonomy.

In conclusion, whilst we find relatively high levels of union recognition, union density and

collective bargaining coverage, our findings suggest significant innovations in the area of
employee representation and consultation.
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CHAPTER 6

EMPLOYEE INVOLVEMENT AND COMMUNICATION

Introduction

There has been considerable interest over the last 20 years in systems of employee
involvement such as teamwork and methods for directly communicating with employees
(Edwards et al., 2002). In an Irish context direct forms of involvement have been favoured by
the main Irish employer’ s organisation the Irish Business and Employers Organisation (IBEC)
and have been cited as examples of the development of partnership at the enterprise level
(IBEC, 1999). This partnership, however contrasts with the representative form of workplace
partnership promoted by the trade union movement in Ireland. It is direct rather than
representative and is often task-based (Roche and Geary, 2002). Previous studies have
indicated an increase of direct and task-based forms of employee involvement. On greenfield
sites Gunnigle (1995), found a pronounced management focus on more direct
communications with individual employees with the purpose of informing employees of
“market redlities’ as perceived by management. Gunnigle further notes that this direct
communication was greatest in private sector companies (see Wallace et a., 2004). That this
ispart of atrend is shown by the Cranfield-University of Limerick (CUL) surveys which trace
a mgor growth in direct communication with employees over the course of the decade
(Morley et al., 2001). Thereisless consensus on the incidence of team working. Geary (1996)
suggests that by the mid-1990s team working was not extensive. Geary (1998) notes that the
Employee Direct Participation in Organisational Change (EPOC) study reported ‘temporary
groups', particularly project groups or task forces, were found in 36 per cent of firms while
‘permanent groups' such as quality circles were present in 28 per cent of firms see (for further
details see European Foundation for the Improvement of Living and Working Conditions,
1997. In contrast an IBEC (1999) survey reported that team working was the most extensive
form of new work organisation and was present in 63 per cent of respondent companies. Part
of the difficulty in establishing the extent of team working may relate to the definition of what
congtitutes team working, as informa problem solving may be classified as teams by
respondents (see Cully et a., 1999). In order to limit terminological confusion we asked
questions about the existence of both formally designed teams and problem solving groups.

This chapter will focus on a number of elements of employee involvement and
communication. Namey it will look at team working, mechanisms of communication
employed in MNCs in Ireland, the types of information provided to employees and finally
discretion over such policies.

Team working

While it has been accepted that there is a growth in direct employee involvement there is
uncertainty over the full extent of such schemes in MNCs today and the role they play in
transferring relevant practices. In particular, it is suggested that American MNCs place
particular emphasis on the use of innovative forms of communication thus leading their
diffusion (Elger and Smith, 2005). We therefore assess whether there are country of origin
differences in relation to involvement and communication. We begin by looking at problem
solving groups and teams and then turn to arrangements for communication and the provision
of information.

Problem solving groups were the most common form of direct involvement being present in
74 per cent of firms. The incidence of formaly designed teams was lower at 55 per cent
(figure 6.1). In the paralld UK survey, some 77 per cent of companies reported having
problem solving groups — a figure comparable to the Irish one. However, a much higher
proportion (73 per cent) reported having formally designed teams — some 18 percentage
points more than in Ireland. Thus, the reported use of teams, by all MNCs operating in
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Ireland, is substantialy less than in the UK. While lower than the UK figure, the reported
incidence of team working is greater than that reported by the Employee Direct Participation
in Organisational Change (EPOC) study (see European Foundation for the Improvement of
Living and Working Condition, 2007). The higher figure in this survey islikely to be dueto a
higher use of team working in foreign companies. Although one cannot rule out some growth
in their usage among non-MNC Irish companies since the EPOC study, the comparatively low
use of team working in Irish MNCs noted in figure 6.2 suggeststhisis not likely to be of great
significance. If team working is low among Irish MNCs, it is likely to be even lower among
Irish companies generaly.

Figure 6.1 Forms of Employee Involvement

80%

70%

60%

50% -

40%

30% -

20%

10% -

0%

Problem solving groups Formally designated teams Other form of invol ement

There was a substantial degree of variation in the use of problem solving groups and teams
across county of origin. Thus at one end of the scale, 84 per cent of American MNCs had
problem solving groups, compared to 57 per cent in the UK study (figure 6.2). Despite
impressions to the contrary, formally designed teams were not more likely to be present in US
companies. The rest of the world (69 per cent) followed by the UK (57 per cent) and rest of
Europe (56 per cent) al reported greater usage than the 55 per cent US figure. Only Irish
MNCs (46 per cent) reported alower usage of teams. There was dso amarked variation in the
sectoral usage of problem solving groups, with 83 per cent of manufacturing companies
having them as against 66 per cent in the service sector. However, there was a dightly greater
use of formaly designed teams in the service sector (56 per cent) as against manufacturing
(51 per cent).
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Figure 6.2 Presence of formally designed teams/problem solving groups by country of
origin
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In order to test the extent of intra-firm uniformity/diversity in practices, respondents in firms
with several sites in Ireland (possessing any form of involvement) were asked which of the
following applied (with percentages given for each category of responsesin brackets bel ow):

¢ Anidentical or similar pattern exists across all or most sites (52 per cent).

* All or most sites have involvement systems, but they differ from site to site (34 per
cent).

e Some sites have involvement systems while others do not (14 per cent).

These results indicate that just over haf of the firms have a common approach to involvement
across different sites, with a third having involvement which differs from site to site. Dual
systems, where some sites have forms of involvement while others have none, are
comparatively uncommon - being found in only 14 per cent of respondent organisations. In
summary, while there is evidence of a spread of different forms of involvement within firms,
the presence of involvement in some parts of the organisation is associated with the same or
different forms of involvement in 86 per cent of cases. Thisisindicative of a strong degree of
transference of systems within organisations.

M echanisms of communication

Figure 6.3 below contains the responses on the most common forms of communication in
descending order of their presence. These vary between mechanisms that are likely to involve
the one-way communication of information by management, while others involve a two-way
process of communication such as meetings. Questions on communication flow from
employees to management, in the form of opinion and attitude surveys, were also asked. Not
surprisingly the most common mechanism is meetings between line managers and employees
with 98 per cent reporting such activities. The use of newdetters and email to communicate
information is the next most common mechanism, followed by the systematic use of the
management chain. Attitude or opinion surveys are less common, used by two-thirds of firms,
whilst suggestion schemes were present in only 55 per cent of companies.
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Figure 6.3 Presence of differing forms of communication
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There was a high level of usage of the first three categories across al countries as shown in
table 6.1. Multinationals from the US had a high usage of the following four mechanisms —
Intranet, meetings between management and whole workforce, attitude/opinion surveys and
suggestion schemes. In comparison Irish MNCs made the least use of al of these four
mechanisms. Previous research had suggested that US firms give particular emphasis to open
door policies and to attitude surveys, which are sometimes seen as a reflection of
sophisticated ‘welfare capitaist’ policies (Jacoby, 1997). Our findings do suggest that
American companies make high usage of attitude and opinions surveys. Eighty-three per cent
of US companies report having such schemes, by comparison with 71 per cent of UK
companies and 59 per cent of rest of Europe. However, the group with the highest usage was
the rest of world category with 93 per cent usage. Suggestion schemes were used in 59 per
cent of US companies, 49 per cent of UK companies 52 per cent the rest of Europe and 79 per
cent for the rest of world. In particular there was a dramatic difference in the use of attitude
and opinion surveys between Irish MNCs and al foreign MNC groupings. Only one-third of
Irish firms reported using these while the corresponding figure for foreign companies as a
whole was 74 per cent.

Differences across sectors were minimal — with the usage of forms of communication being
virtually identical in services and manufacturing. The most notable differences were the
dightly higher utilisation of meetings between management and the whole workforce in
manufacturing (79 per cent) as against services (72 per cent) and a higher usage of a company
Intranet in services (83 per cent) as against manufacturing (69 per cent).
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Table 6.1 Presence of forms of communication by country of origin

Communication mechanisms Irish | UK usS Europe | Rest
Meetings between line managers & 96% | 97% | 98% 98% 100%
employees

Newsletters/emails 89% | 91% | 94% 97% 100%
Systematic use of management chain 87% | 91% | 87% 87% 86%
Company Intranet 66% | 77% | 84% 76% 86%
Meetings management &whole workforce | 62% | 77% | 90% 63% 79%
Attitude/opinion surveys 33% | 71% | 83% 59% 100%
Suggestion schemes 46% | 49% | 59% 52% 79%

Compar ative importance of communication mechanisms

The issue of the relative importance of differing communications mechanismsis of particular
importance in assessing the welfare capitalism thesis. If attitude and opinion surveys are
regarded as important then this would support the thesis. However, this was not the case. The
more traditional mechanism of meetings between line managers and employees was
considered the most important mechanism by a mgjority (52 per cent) of respondents (figure
6.4). This was followed by meetings between senior management and the whole workforce —
19 per cent of respondents considering these most important - newdletters and emails and
systematic use of management chain were in joint third place with just 8 per cent nominating
these categories (figure 6.4). A company Intranet was next - considered the most important by
seven per cent of respondents. Only three respondents considered attitude and opinion surveys
as the most important and no respondent mentioned suggestion schemes. This contrasts with
the UK results where in the parallel survey some nine per cent of firms said that suggestion
schemes, attitude surveys and open door were the most important communication mechanism.
Even this nine per cent represented a low level. Commenting on these results Edwards et al.
(2007: 69-70) conclude “that mechanisms such as attitude surveys and open door schemes,
which are sometimes seen as the more ‘ sophisticated’ two-way communication mechanisms,
receivereatively little emphasis’.

In summary, while the greater use of attitude and opinion surveys by MNCs, particularly US
companies, lends some support to the welfare capitalist thesis, the limited importance attached
to them suggests a somewhat different picture. While in the UK survey two American firms
said that they put particular weight on these mechanisms in our survey no one identified
attitude/opinion survey and suggestion schemes as the most important mechanism for
communication. The greater breadth of the present survey by comparison with previous
studies, which were based on limited numbers, indicates such mechanisms do not have the
importance as previously suggested.
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Figure 6.4 Mogt important mechanismsfor involvement
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Infor mation communicated

It is not just the mechanisms of communication that are important but the information
communicated. Figure 6.5 contains details of the type of information communicated. In
genera respondents indicated that a large percentage of companies (73 per cent) provide
information on the financia position of the company in Ireland but a somewhat lower
percentage provide information on investment (62 per cent) and staffing plans in Ireland (59
per cent).

Figure 6.5 Type of information communicated to employees
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The country of origin breakdown indicates that a larger proportion of the American
companies provide information on the financial position of the company worldwide and on
investment plans in Ireland than the other groupings (figure 6.6). A much smaller proportion
of Irish MNCs (36 per cent) provide information on investment plans in Ireland than MNCs
from other countries. However, in contrast a greater proportion of Irish MNCs provide
information on staffing plans in Irdland. Thus 36 per cent of Irish companies reported
providing information on staffing plans in Ireland compared to only 22 per cent of US and
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Rest of Europe MNCs and thisfell to 17 per cent for UK firms and 15 per cent for the “Rest”
category.

Figure 6.6 Financial information provided to employees on specified topics by country of
origin
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For foreign MNCs operating in Ireland the level of information they provide on worldwide
investment plansis significantly less than on Irish investment and this most likely reflects the
greater immediacy that Irish information has for Irish employees. However there are
variations across countries, with nearly 50 per cent of US MNCs providing information on
investment plans worldwide in contrast to some 35 per cent of UK firms and 23 per cent for
therest of world MNCs.

Figure 6.7 Information on investment plansworldwide (foreign MNCs only)
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There was no mgor difference between manufacturing and services in relation to the
provision of information on the financia position of the company in Ireland. However, a
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much higher proportion of manufacturing companies (79 per cent) provided information on
the investment plans of the company in Ireland than did services (51 per cent). This aso held
true for staffing plansin Ireland where 66 per cent of manufacturing companies provided this
information as against 51 per cent of service companies.

Figure 6.8 Provision of information on the company in Ireland
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Discretion over employee involvement and communication policy

This section investigates the level of discretion afforded to locad management in foreign-
owned MNCs and aso the level of discretion afforded by management in Irish MNCsto their
foreign operations in relation to the determination of employee involvement and
communication policy. More specifically we explore discretion over the involvement of
employees in the work process, attitude or opinion surveys and suggestion schemes (where
applicable), and the provision of information to employees.

Foreign-owned MNCs

The results of this survey indicates that in the vast mgjority of instances local branches of
MNCs operating in Ireland consider they have either total or wide discretion in the task based
aspects of employee involvement in work processes and suggestion schemes. Discretion is
also reported to be high in the provison of information to employees — 81 per cent of
respondents reporting there was full or quite a lot of discretion and only 4 per cent reporting
little or no discretion. This high degree of discretion corresponds to the high levels of
discretion perceived to exist over employment relations issues reported in chapter five. The
high levels of discretion may reflect the fact that direct forms of communication and
involvement are within management control and are largely non-controversial. Thus there are
high levels of discretion over meetings, which are likely to deal with task related matters and
be relatively standard practice. Greater limitations are placed on discretion where attitude and
opinion surveys are involved and this may be due to companies conducting mandatory cross-
national surveys within the organisation, although in some instances the conducting of such
surveys may be potentially more controversial and reguire higher level authorisation.
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Table 6.2 Discretion to local management in Ireland over employee involvement
issues - foreign MNCs

Full Quitealot Some Little/no
Discretion of discretion | discretion discretion
Employeeinvolvement in | 61% 26% 9% 4%
work processes
Provision of information | 50% 31% 15% 4%
to employees
Suggestion schemes™ 57% 32% 7% 5%
Attitude /opinion 27% 19% 14% 40%
surveys™

Irish-owned MNCs

Overal, Irish managers reported their overseas operations have somewhat less discretion than
that reported by managers of foreign operations in Ireland. Thus, lower discretion is reported
in the areas of work process involvement, the provison of information and the use of
suggestion schemes. However, the differences are not great and there is a considerable degree
of similarity in responses of home and host country managers. The Irish responses confirm a
generaly high level of discretion afforded overseas operations in the areas of employee
involvement in work processes and the use of suggestion schemes. Loca organisations are
aso considered to have lower discretion in the area of attitude and opinion surveys™. Thus the
general impression of high levels of discretion reported by managers of foreign MNCs in
Ireland is substantially mirrored by the responses of managers of Irish MNCs in relation to
their overseas operations. It is however less than that which managers in foreign MNCs
perceive they have. As discussed in chapter five this may be due to Irish MNCs affording
somewhat lower levels of discretion to their foreign subsidiaries or it may be due to managers
in foreign MNCs in Ireland considering their discretion levels are higher than they are or a
combination of both effects.

Table 6.3 Discretion Irish MNCs afford itsforeign subsidiaries over employee
involvement issues

Full Quitealot Some Little/no
Discretion of discretion | discretion discretion
Employee involvement in | 39% 27% 12% 22%
work processes
Provision of information 32.5% 27.5% 17.5% 22.5%
to employees
Suggestion schemes™ 41% 18% 12% 29%
Attitude/opinion surveys™® | 21% 36% 7% 36%
Conclusion

This chapter summarises the reported incidence of direct communication and involvement
mechanisms used by MNCs in Ireland. In general there is a comparatively high usage of such
mechanisms. Problem solving groups are present in nearly three-quarters of companies and
these were the most common form of direct involvement. By contrast formaly designed

12 Only asked of those with such schemes.
3 bid
14 There were 40 respondents to the empl oyee involvement in work processes question and only 17 to
the question on suggestion schemes.
12 Only asked of those with such schemes.
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teams were present in 55 per cent of firms, much lower than the 73 per cent figure found in
the equivalent UK survey. Despite impressions to the contrary formally designed teams were
not more likely to be present in US companies. The country regional variation in problem
solving groups was substantial with 84 per cent of American MNCs having problem solving
groups as against only 57 per cent in the UK. There were aso sectoral differences, with 83
per cent of manufacturing companies having problem solving groups as against 66 per cent in
the service sector. In contrast 56 per cent of service sector MNCs had forma teams as against
51 per cent in manufacturing.

The main communication mechanisms are the traditional ones of meetings between line
managers and employees, meetings with the whole workforce and systematic use of the
management chain. There is also significant growth of newer forms of communication via
emails, newdetters and use of a company Intranet. There is a much lower usage of attitude
and opinion surveys. Mogt, strikingly over 70 per cent of respondents identified meetings
between line managers and employees, and meetings between senior management and
employees, as being the most important involvement mechanism. Attitude and opinion
surveys and suggestions schemes hardly registered in terms of importance.

Seventy-three per cent of companies provided information on the financia position of the
company in Ireland and 62 per cent on investment in Ireland and 59 per cent on staffing plans
in Irdland. American companies were to the fore in financial and investment information
provision. However, Irish MNCs had higher provision of staffing plans in Ireland than all
other MNCs.

Finally, MNCs generally appear to have a high degree of discretion over most forms of direct
communication mechanisms, with the exception of attitude and opinion surveys. This high
degree of discretion may reflect the fact that such direct forms of communication and
involvement are within management control and are largely non-controversial. There is an
outstanding question as to whether thisis as high as host country managers perceive, as Irish
MNCs were reported as affording somewhat lower (although still quite high) levels of
discretion to their foreign affiliates.
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CHAPTER 7

TRAINING, DEVELOPMENT AND ORGANISATIONAL
LEARNING

Introduction

Many commentators argue that one of the principal means firms can achieve differentiation
and sustainable competitive advantage is through the effective management and devel opment
of their staff (Lowe et a., 2002, Caligiuri et a., 2005). However training and development is
often merely used as an exercise in organisation rhetoric, for example, ‘ people are our greatest
asset and that is why we invest extensively in them’ (Grugulis, 2007). The structure and
content, as well as the impact, of training and development in organisations can vary widely.
Arguably an organisation’s human capital takes on greater importance in MNCs due to the
increasingly global and competitive business environment in which they operate. Scullion and
Collings (2006) suggest that MNCs are increasingly introducing mechanisms aimed at
developing their key human talent. This is largely due to shortages of internationally
competent managers which is believed to impede the implementation of international business
strategies (Scullion and Starkey, 2000).

This chapter explores training and development practices of MNCs in Ireland, focusing
specifically on five key areas:

= Thefinancia outlay on the training and devel opment of the workforce.

=  Whether MNCs have localised or globalised succession planning systems and
management development programmes, if any, in place.

= The mechanisms utilised to develop senior managerial talent.

= The practices used to facilitate organisational learning and knowledge diffusion
between subsidiaries.

= Thelevel of discretion subsidiaries have over crucial training and development policy
areas.

More generally we consider whether MNCs are treating their human capital as a globa or
local resource as well asillustrating the training and devel opment and organisationd |earning
pattern employed by MNCsin Ireland.

Training and development expenditure

Respondents were asked what percentage of the annual pay bill was spent on training and
development (T&D) for all employees over the past twelve months. Thisis used as a measure
to indicate the extent to which the firm’'s human resources are regarded as an investment
central to organisationa success. Reliable data on this type of expenditure are not easy to
come by in some companies due in no small part to the complex structures of organisations
(Heraty and Morley, 2003; Edwards et a., 2007). This proved to be the case in a number of
organisations with some respondents unable to even provide a range of training and
development expenditure. One should aso note that this figure is not idea as it may fail to
accurately capture the ‘real’ training activity in the organisation, as informa learning is
excluded. However, this measure is particularly useful in comparing relative levels of
investment between organisations. Furthermore, when combined with other training and
development indicators, it is useful for providing insights into similarities, or differences, in
how MNCs approach training and development overall (Edwards et d., 2007).

The findings show a mixed picture in terms of spending on training and development. Most
respondents (57 per cent) categorised their training expenditure in the “greater than 1 per cent
but less than 4 per cent” range. This was followed by 23 per cent of MNCs indicating they
spent “greater than 4 per cent” of their annual pay bill on training and development in the past
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year, while afurther 20 per cent indicated a spend of “up to 1 per cent”. Although not directly
comparable, these findings tend to corroborate recent research on training and development
expenditure in organisations in Ireland. The 2003 CIPD National Survey of Benchmarks
(Garavan et d., 2003) found average training and development expenditure as a percentage of
payroll was 3.85 per cent.

We found relatively minor variations between indigenous and foreign-owned MNCs. For
example, foreign-owned MNCs were found to be the highest investorsin their workforce with
25 per cent indicating they spent in “excess of 4 per cent”, as compared to 17 per cent of
indigenous firms. One possible explanation for this may be the greater percentage of
indigenous MNCs operating in more low technology sectors.

Figure 7.1 Averagetraining & development expenditure by country of origin

100%
80% -
60% o> 4%
ml-4%
40% @0-1%
20%
0% T

UK us Irish Europe Rest

Some interesting findings emerged in relation to the T&D spend of MNCs according to
country of origin (see figure 7.1). The biggest spenders, i.e. those with T&D spend of more
than 4 per cent, were the US MNCs (27 per cent) followed by the UK and European MNCs
(both 23 per cent). However one can conclude that the differences are not very substantia. In
the UK study, US-owned MNCs were found to have the fourth highest T& D spend, German,
French and British MNCs were the highest T&D investors (Edwards et a., 2007). In this
study both French and German MNCs are incorporated in our ‘Europe category. Thus our
findings are quite consistent with the UK context. Due to the relaively widespread
recognition that national variations in training and development exist, finding differences
between MNCs of different nationalities is not surprising. For example, German firms are
believed to be some of the largest investors (Mabey and Ramirez, 2004), largely due to
German vocational system of work and German firms focus on product differentiation
(Edwards et a., 2007). International research suggests that firms may transfer their training
systems across their operations (Solomon, 1995), thus one may expect a nationality effect.

A greater proportion of multi-sector MNCs (43 per cent) reported spending in excess of 4 per

cent on T&D activities than either manufacturing MNCs (16 per cent) or service MNCs (25
per cent).
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Succession planning

We now consider the extent to which MNCs, both foreign and Irish-owned, employ
succession planning and whether such a system is global or local in character. By their very
nature, MNCs straddle more than one nation; as such the potentid talent a firm has stems
across more than their home border. For example, there may be talented host country and
third country nationals in addition to employees from the home country (see Scullion and
Callings, 2006). Consequently, an MNC may deploy a globa system to ensure it identifies al
potential sources of managerial talent from across its international operations. Alternatively,
firms may adopt a solely or predominantly loca system whereby the MNC is primarily
interested in its home country employees. Local management can implement their own local
system; they do not have to implement a common global system (Scullion and Starkey, 2000).

Over 65 per cent of MNCs have a succession planning system in some or al of their Irish
operations. This finding is identical to that found in the pardlel UK study (Edwards et d.,
2007). Succession planning was found to be dightly more common in foreign MNCs (67 per
cent) than in Irish-owned MNCs (61 per cent).

Figure 7.2 shows that over one third of MNCs (35 per cent) do not have a formalised system
of succession planning in any of their Irish operations. A clear mgority (59 per cent) of
MNCs revealed their system was global in reach. The remaining 6 per cent indicated that
succession planning was soldly local. Similarly the UK study found that global succession
planning is overwhelmingly the system found to be in place (Edwards et al., 2007).

Figure 7.2 Global or local succession planning
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O Global succession planning

B Local succession planning

599 | O No succession planning

Few differences were found according to whether the MNC operates in manufacturing or
service sectors. Both are quite similar in terms of whether they have a system of succession
planning in their Irish operations and whether these are local or global in scope. The one point
of noteis that multi-sector MNCs (72 per cent) are much more likely to have a global system
compared to service (59 per cent) or manufacturing MNCs (55 per cent).
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Figure 7.3 Succession planning by sector
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No substantial differences were found according to nationality of the MNC. European, Irish,
British and rest of the world MNCs are quite similar in terms of whether they have a
succession planning system or not. However we do note that US-owned MNCs are far more
likely to have a succession planning system and that it is global in scope. The UK team found
that Japanese MNCs were the least likely to have succession planning compared to European
or US MNCs (Edwards et a., 2007). Whilst we can support the contention that US MNCs are
the most probabl e to have succession planning, due to the small numbers of Japanese firmsin
Ireland we are unable to conduct comparable analysis.

Management development

The importance of the quality of an organisation’s management is without question. Shortages
of managers, particularly those with international experience and competencies, are
increasingly cited (cf. Scullion, 1994; Gregersen et a., 1998; Suutari, 2002; Collings et a.,
2007). As such the development of managers takes on great significance. In recent yearsit has
been suggested that management development is the “new organisational wealth”, due to the
integral role management play in unlocking the benefits of investing in both human and
materia capital (Heraty and Morley, 2003: 60). We now consider the extent to which MNCs
deploy formal management development programmes. Similar to the previous section, we
further consider the extent to which these programmes are globa or locd in character.
Following that, the mechanisms used by both Irish-owned and foreign-owned MNCs to
develop its manageria talent are analysed.

Just over haf (56 per cent) of the MNCs have adopted a global management devel opment
programme for their ‘high potentids', dightly higher than the UK study, while a further 14
per cent have local programmesin place. The remaining firms (30 per cent) indicated they do
not have any formal management development programme in place in any of their Irish
operations. Substantial differences were found between Irish-owned MNCs and foreign
MNCs. For example, 59 per cent of foreign firms have a global programme compared to 43
per cent of Irish MNCs. This varies from the findings of the UK study which found a similar
pattern of use of management development programmes across all nationalities as well as
sectors (Edwards et al., 2007). The age of the MNC may play an important role in the
differences between the UK study and the Irish findings. Irish-owned MNCs are newer to the
international arena, thus they have had a shorter period operating as MNCs relative to their
foreign counterparts. These ‘new’ MNCs may not have systems as advanced and formalised
as the more mature MNCs. Another possible explanation is that Irish MNCs do not have the
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financid resources that the larger, more mature MNC may have to spend on developmental
activities.

Figure 7.4 Presence of aformal management devel opment programme by country of
origin
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Service sector and multi-sector MNCs are more likely to have a forma management
development programme in their Irish operations than manufacturing MNCs. The difference
is starker when one compares the use of a global management development programme.
Multi-sector (76 per cent) followed by service sector (61 per cent) MNCs most commonly
have a globa programme compared to 45 per cent of manufacturing MNCs.

Next we detail the substance of these programmes. Respondents were asked to indicate the
extent to which their Irish operations utilised a number of mechanisms to develop its senior
management potential, namely:

Long-term international assignments

Short-term international assignments

Formal global management training

Assessment of performance against a set of globa management competencies
Quadlifications programmes (e.g. MBA)

In terms of the number of development mechanisms firms use, 44 per cent stated they utilise
all five of the mechanisms, afurther 17 per cent used four, 19 per cent used three, 10 per cent
used two, and 6 per cent utilised one. Finally, just 3 per cent of the MNCs which have a
forma management development programme reported they did not use any of these
mechanisms'’. Of interest is the finding that &l of the multi-sector MNCs reported using more
than four of these mechanisms for management development purposes. Surprisingly
manufacturing MNCs use a greater number of the af orementioned mechanisms than service
sector MNCs. The most noticeable finding according to country of origin is that US MNCs
are substantially more likely to report using all five development mechanisms (57 per cent)
followed somewhat surprisingly by indigenous MNCs (40 per cent).

7 Only firms that stated they have a formal management devel opment programme are included.
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Figure 7.5 Frequency of use of management development mechanisms
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The above chart illustrates that assessment of performance against a set of globa management
competencies is clearly the most extensively used mechanism, with 51 per cent responding
they useit “quite” or “very” extensively. This was followed by qualifications programmes (36
per cent), forma globa management training a 27 per cent, and short term international
assignments at 15 per cent. The least extensive mechanism utilised by MNCs was long term
international assignments (12 per cent). This is consistent with recent literature which has
predicted that MNCs' use of long term assignments for devel opment purposesis reducing due
to issues including inter alia, cost and falling supply of suitable candidates (see Collings et
a., 2007). Differences were noted between foreign-owned and Irish-owned MNCs. Foreign
firms were more likely to report extensive use of al the aforementioned mechanisms than
Irish MNCs. This may infer that organisations need time to evolve and develop more
elaborate management systems, something which many Irish-owned MNCs may have not yet
achieved due to being ‘later internationalisers'.

We find some interesting and noticeable variations between MNCs of different nationalities
and how extensive these management devel opment methods are used. For example, two thirds
of US MNCs make extensive use of global management competencies, a substantially higher
figure than the 46 per cent of UK MNCs reporting extensive use of the same measure. The
UK study found the use of global competencies to be highest amongst French MNCs followed
by US firms, both of which were significantly higher than MNCs of al other nationalities
(Edwards et al., 2007).

Multi-sector MNCs are the most likely to report extensive use of al of the mechanisms with
the exception of forma qualifications. Interestingly, manufacturing MNCs are significantly
more likely to use forma qualifications than service sector or multi-sector MNCs.
Manufacturing MNCs are also more likely to extensively use internationa assignments, both
short and long term, than service sector MNCs. A possible explanation for this may be that
manufacturing MNCs adopt a more traditional approach to management development as
manufacturing MNCs are the least likely to extensively utilise formal globa management
training or assess performance against a set of globa management competencies.

The key group

We aso sought to establish if there was a specific development programme in place for the
key group. Of those firms that identified a key group, some 57 per cent reported the presence
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of a specific development programme for these particular employees. Interestingly these
findings are significantly different to the UK study. In the UK study only 38 per cent of
MNCs were found to have a specific development programme for the key group. The authors
argue that this suggests in the mgjority of companies the key group are not treated as a
specific group for development purposes (Edwards et a., 2007).

The figure was dightly higher in Irish-owned MNCs (62 per cent) compared to foreign firms
(56 per cent). Thisis somewhat surprising considering the picture to date is that Irish MNCs
management development systems are seemingly less sophiticated, abeit dightly, than
foreign MNCs. A possible explanation is the fact that we are talking about the firm’'s home
operations in the case of the Irish-owned MNCs. For example, indigenous firms may keep the
more value added roles (e.g. research and development) in their home country, hence a
greater percentage of Irish-owned MNCs were found to have a specidist development
programme for their key employees. This corroborates previous studies suggesting “key
strategic activities are highly concentrated in the home base” (Edwards and Ferner, 2002: 97).
It may aso reflect a change amongst Irish MNCs to broaden their activities into more ‘high
technology’ areas rather than solely in the more traditional, lower skilled sectors. In terms of
sectoral effects, not surprisingly considering our findings to date, multi-sector MNCs (67 per
cent) followed by service sector MNCs (60 per cent) and manufacturing MNCs (52 per cent)
have a specific development programme for their key group.

Figure 7.6 Presence of a specific development programmefor the key group
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Organisational learning and knowledge diffusion

Organisationa learning involves the sharing/diffusion of knowledge, beliefs and assumptions
among individuas and groups in the organisation (Argyris, 1999). The primary aim behind
organisationd learning is that there is intentiona utilisation of learning approaches at
individual, group and systems level so as to transform the organisation continuously (Dixon,
1994). This type of knowledge has the potential to confer competitive advantage due to its
uniqueness to the organisation (Edwards et al., 2007). We now consider the practices and
structures that MNCs use to aid organisational knowledge and knowledge diffusion across
their worldwide operations. Both formal and informa mechanisms are explored since both
potentially offer firms the opportunity to create and diffuse tacit organisationa knowledge
(Gupta and Govindarajan, 2000).
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Just less than haf (49 per cent) of all MNCs reported having a forma policy for
organisationd learning in some/dl of their Irish operations. Not surprisingly foreign-owned
MNCs were more likely (54 per cent) to have aformal policy than Irish MNCs (29 per cent).
This may be due to foreign MNCs having a longer history of internationalisation than Irish
MNCs and are seeking to gain from the potentia benefits from diffusing knowledge acrossits
operations. This is supported by the finding that where these policies exist they tend to be
global in orientation with this more likely in foreign firms (90 per cent versus 75 per cent for
[rish firms).

Following this we asked whether MNCs utilised any of the following mechanismsto promote
organisationd learning:

»  Expatriate assgnments

* Internationa projects groups or task forces

* International forma committees

* International informal networks

* Secondments to other organisations internationally (e.g. to suppliers, customers,
universities or private R&D companies)

Figure 7.7 Organisational lear ning mechanisms used
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Figure 7.7 shows that the most common organisational learning mechanism used by MNCsis
international informal networks (76 per cent) followed by international project groups (70 per
cent). The least utilised mechanism is secondments to external organisations (22 per cent).
The most important mechanism used by MNCs for organisational learning purposes was
clearly international project groups, 42 per cent indicated this to be the case followed by
international informal networks at 26 per cent. Secondments to external organisations were
the least likely to be regarded as the most important mechanism (1 per cent). Similar findings
were also found in the comparative UK study with internationa informal networks the most
common mechanism (84 per cent), the least widespread being secondments, only 26 per cent
of MNCsindicated use of this method (Edwards et a ., 2007).
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Figure 7.8 Number of organisational lear ning mechanisms used
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In terms of the number of mechanism utilised by MNCs we found that a mere 14 per cent use
al five mechanisms with 23 per cent using four of them. The mgority (61 per cent) of
companies use three or more organisational learning mechanisms. 15 per cent do not use any,
amost double the figure found in the UK study (Edwards et a., 2007), whilst a further 7 per
cent only make use of one mechanism. Once again US MNCs (74 per cent) are the most likely
to utilise at least three of these mechanisms, followed by 61 per cent of European MNCs.
Differences between manufacturing and service sector MNCs were miniscule both being less
inclined to use 3 or more of the aforementioned mechanisms than multi-sector MNCs.

Diffusing knowledge through expatriates

Expatriate assignments are used for three primary reasons (Edstrom and Galbraith, 1977).
Firstly, to fill a position. Secondly, to develop individual employees and organisational
development. Thirdly, for knowledge transfer, control and coordination of operations. Our
findings support these contentions. A tota of 58 per cent of al MNCstedtified that expatriates
are used for organisational learning purposes, while 73 per cent reported the use of short term
international assgnments and 63 per cent reported the use of long term international
assignments for management devel opment purposes.

Traditionaly, parent country expatriates have been the predominant form used by MNCs,
however recent years has seen a marked increase in the number of firms making use of third
country nationals (TCNs) although empirical research on TCNs in globa staffing is very
limited (for an exception see Collings et al., 2008). These refer to employees whose national
origin is not the same as the parent company or host country. Data were gathered on the
presence and profile of expatriatesin the Irish operations, as well as the number of expatriates
from the Irish operationsin foreign subsidiaries. We now report the primary findings.

Firstly, turning to the foreign firms we found that 44 per cent of MNCs have expatriates from
corporate headquarters and 30 per cent have third country expatriates in the Irish operations.
On the other hand, 56 per cent of foreign MNCs have no parent country nationals (PCNS)
with 70 per cent reporting having no third country nationals (TCNs) in their Irish operations.
In terms of the numbers of expatriatesin each operation it was found that 83 per cent of firms
with PCNs had between 1 and 5 of them, the remaining 17 per cent had between 6 and 35
PCNs. A total of 71 per cent of MNCs with TCNs employed between 1 and 5 of such
personnel, the remaining 29 per cent had between 6 and 50 in their Irish operations. The
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median number of parent country expatriates was 2, the corresponding figure for third country
expatriates was 3 reinforcing Collings et al.,’s (2008) assertion that the use of TCN
expatriates is under estimated in the literature. The comparative UK study found the median
number of parent country and third country nationals to be the same (3) indicating that the
expatriate population is no longer dominated by parent country nationals (Edwards et a.,
2007), afinding that is supported by these data.

A number of nationd differences were adso found, US-owned firms (42 per cent) were the
least likely to have PCNs in the Irish operations, the most likely being the rest of the world
category (52 per cent), followed by UK-owned (48 per cent), 43 per cent of European MNCs
reported having PCNs in Ireland. Considerably different findings were found with respect to
TCNs. US-owned MNCs (35 per cent) were the most likely to have TCNs in their Irish sites
while the rest of the world category (17 per cent) had the lowest incidence of them.

Figure 7.9 Percentage of MNCswith PCNs& TCNs
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Multi-sector firms are the most likely type of multinational to have both PCNs and TCNs in
their Irish operations with 61 per cent of multi-sector MNCs having PCNs and 44 per cent
having TCNs. This compares to 40 per cent of service firms with PCNs and 28 per cent with
TCNs, while 45 per cent of manufacturing MNCs have PCNs and 27 per cent have TCNs.

Foreign MNCs were also asked to indicate the number of expatriates from the Irish operations
working on expatriate assignments in the corporate headquarters and in other parts of the
worldwide company. Here, 25 per cent of the foreign MNCs reported that there were
expatriates from the Irish operations on assignment in the corporate headquarters, while 38
per cent reported there were expatriates from Ireland in other worldwide operations. The
numbers of expatriates ranged from 1 to 30 in both cases. A total of 80 per cent of firms with
Irish expatriates in the corporate headquarters reported there being 1 to 5, the corresponding
figure for Irish expatriates in other worldwide operations was 77 per cent. The median
number of expatriates in the corporate headquarters and in other parts of the worldwide
company was 2, the UK finding was 2 and 3 respectively (Edwards et ., 2007).

Significant differences were once again found according to the country of origin of the MNC.
US-owned MNCs were the most likely to report Irish expatriates in both the parent company
headquarters and other parts of the worldwide operations (32 per cent and 50 per cent
respectively). There were no rest of the world MNCs with Irish expatriates in the parent
company headquarters and only 23 per cent had Irish expatriates in other operations around
the world.
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Turning now to Irish-owned MNCs, we find that 75 per cent currently have PCNsworking in
their foreign subsidiaries. 60 per cent of these have between 1 and 5 PCNs in their foreign
sites, 40 per cent have in excess of six, the median number being 5. On the other hand, only
38 per cent of Irish MNCs indicated they have expatriates from their foreign operations
working on long term assignments in Ireland. This is considerably lower than that found in
the UK (61 per cent) and may reflect the importance placed on building persona networks
and socialising personnel into the corporate ‘know-how’ (Edwards et a., 2007). Due to the
lateness by which Irish firms internationalised such items may not yet be as important, thus
explaining the differences with the UK. The median number of these expatriates was 3, while
53 per cent of those with foreign expatriates had five or less.

Discretion over training and development policy

This fina section explores the level of discretion afforded to local management in foreign-
owned MNCs and aso the level of discretion afforded by management in Irish MNCsto their
foreign operations in relation to three policy areas of training and development. More
specifically we explore autonomy over the training and development policy, the policy on
succession planning, aswell asthe policy on organisational learning.

Foreign-owned MNCs

Almost 8 in every ten foreign-owned MNCs (79 per cent) reported having ‘quite alot’ or ‘full
discretion’ over the training and development policy in the Irish operations (see figure 7.10).
A mere 3 organisations stated they have no discretion whatsoever over this policy area
Manufacturing MNCs are the most likely to report quite a lot/full discretion (90 per cent)
followed by service based MNCs (71 per cent) and finaly 67 per cent of the multi-sector
MNCs. European MNCs (62 per cent) were most likely to report full discretion over the T&D
policy followed by UK-owned MNCs (46 per cent). Not surprisingly US-owned are the least
likely to report full discretion.

Figure 7.10 Discretion of foreign subsidiariesover T& D policy
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The results differ in relation to discretion over succession planning (see figure 7.11). Whilst
there are substantial numbers of MNCs reporting full discretion over this policy (49 per cent)
it is no where near as high as the levels of autonomy reported over the T&D policy. When one
considers that an overwhelming mgjority of succession planning systems are global in scope
the high percentage reporting full discretion is quite surprising. However the potential
explanation for this may be that the subsidiary was highly involved in the process of drawing
up the succession planning policy. A change is dso found when examining the discretion
levels by sector. In this instance, it is the service based MNCs that are the most likely to
report quite alot/full discretion (57 per cent) followed by manufacturing MNCs (41 per cent)
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and then the multi-sector firms (39 per cent). Similar findings to those highlighted above are
found with respect to country of origin. US-owned MNCs are the least likely to report full
discretion (19 per cent) with European MNCs the most likely to have full discretion (40 per
cent).

Figure 7.11 Discretion of foreign subsidiaries over succession planning policy
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Now we turn to the level of autonomy afforded over the policy on organisational learning (see
figure 7.12). The numbers reporting quite a lot/full discretion (58 per cent) are higher than
reported over succession planning but less than found for discretion in relation to the T&D
policy. Once more manufacturing MNCs (70 per cent) are most likely to report having higher
levels of autonomy over this areathan MNCs in the other industrial sectors (services — 52 per
cent; multi-sector — 50 per cent). In terms of a nationality effect, it is clear that US-owned
firms (16 per cent) are once more the least likely to have full autonomy over this policy area,
European MNCs are the most likely (58 per cent).

Figure 7.12 Discretion of foreign subsidiaries over policy on organisational learning
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Irish-owned MNCs

A clear mgjority of Irish-owned MNCs (67 per cent) report that their foreign subsidiaries have
quite a lot/full discretion over the training and development policy. There is little variance
between discretion level s according to whether aMNC operates in services (68 per cent report
quite alot/full discretion) or manufacturing (70 per cent report quite alot/full discretion).
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Figure 7.13 Discretion afforded to foreign subsidiaries of Irish-owned MNCs
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Interestingly almost 42 per cent of indigenous MNCs reported their foreign operations have
no discretion over the determination of the succession planning system, indeed only 21 per
cent stated their foreign operations have full discretion in this area. In terms of sector, 43 per
cent of manufacturing firms said subsidiary management has no discretion while 43 per cent
said there was quite a lot/full discretion given. The service sector MNCs were more likely to
report providing little/some discretion (46 per cent) as opposed to quite a lot/full discretion
(15 per cent) with a further 39 per cent saying no discretion was afforded to their foreign
operations.

The findings varied once more in relation to the discretion over the policy on organisation
learning, athough it must be noted the number of indigenous MNCs with such a policy is
extremey low. Haf of those reported affording its foreign operations quite a lot/full
discretion, 40 per cent stated little/some discretion while 10 per cent said afforded no
discretion.

Conclusion

This chapter summarises the training and development and organisational learning policies
and practices of MNCsin Ireland. The findings show that a majority of MNCs spend between
one and four per cent of their annual pay bill on training and development activities for their
workforce. A substantial number of firms have systems of succession planning in place with
an overwhelming magjority of these being global in scope. This suggests that most MNCs view
its key human talent as a global resource rather than locally specific. A mgjority of firms aso
indicated they have aformal management devel opment programme for its senior management
potential, athough the numbers are dightly less than those with succession planning systems.
Once more these programmes tend to be global in reach rather than locally specific. Less than
half of the MNCs reported having a formal policy for organisational learning although there
were substantially more firms indicating the use of various mechanisms to promote
organisational learning. This suggests informal mechanisms as well as forma ones play a
crucia rolein creating new organisational knowledge and diffusing this across operations. In
terms of discretion over the substantive T&D policy areas we find that there is a variance
between policy areas, although on a whole relatively high levels of autonomy are afforded to
local management.

Our analysis indicates that a number of training and development and organisationa learning
practices are sensitive to both industrial sector and the nationality of the MNC. For example,
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US-owned MNCs are the largest spenders on training and development, the most likely to
have global succession planning, as well as being the most common MNC group to report
using dl five of the management development mechanisms we explored. US-owned
subsidiaries are aso the least likely to report having full autonomy over the different policy
areas examined. Appositeto this, indigenous MNCs are least likely to report their training and
development expenditure isin excess of 4 per cent of the annua pay bill per annum. They are
also more unlikely to have aformal management development programme. In terms of sector,
multi-sector MNCs tended to be the most likely to report use of forma succession planning
and management development systems as well as incidence of the aforementioned
management devel opment and organisation learning mechanisms. Service sector MNCs were
generaly more likely to have such systems compared to manufacturing MNCs, however this
was not always the case.

In conclusion, we suggest that a significant number of MNCs have a number of structures in
place to ensure it is able to identify and develop its manageria talent. The widespread use of
both globa succession planning and global management development systems indicates that
MNCstend to treat its human capital as aglobal resource.
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CHAPTER 8

CONCLUSIONS

Introduction

Ireland’ s dependence on FDI and its successin attracting inward FDI iswell established. This
study represents the largest and most representative empirical investigation of human resource
(HR) management practice in MNCs in Ireland to date. Using a survey administered through
face-to-face interviews with senior HR practitioners, the overall response rate was 63 per cent
or 262 completed interviews (from atota valid sample of 416 MNCs).

This study sets out to map HR practices of MNCs in Ireland. It further seeks to identify those
factors influencing HR practice and workforce management. We investigate five HR areas,
namely the HR function, pay and performance management, employee representation and
consultation, employee communication and involvement, and training, development and
organisationa learning. This investigation focuses on three groups of employees, (@)
managers, (b) the largest occupationa group (LOG) and (c) the key group. This latter
category represents a magjor innovation in studies of this kind, concentrating on employee
categories seen as critical to firm performance.

The main findings relating to key areas of HR activity have aready been outlined in previous
chapters. Here we seek to summarily highlight what we see as the key issues to emerge from
our report.

Foreign MNCsin Ireland —a diver se assemblage?

In analysing our findings, the initiad - possibly most fascinating - task was to try and
categorise MNCs in Ireland according to factors such as ownership, sector and size. The first
thing that struck us as a research team was the heterogeneous nature of the MNC population
in Iredland. This was particularly the case in regard to size and sector. It was interesting to find
that the mgjority of MNCsin Ireland are located in the service sector, although manufacturing
remains an important area of MNC activity, whilst there are a relatively small number of
‘multi-sector’ MNCs. MNCs were engaged in a diverse range of service activities such as
financid services, transportation and logistics, retail, catering and hospitality. The retail sector
now represents one of the primary growth engines of the service sector. One in every seven
people is now employed in retail, making it the country’ s biggest employer (Kelly, 2007). Y et
retail and the service sector more generally, remain a comparatively neglected research terrain
(McDonnell et al., 2007). Our study captures this important segment of Irish industry with
retail and wholesa e firms accounting for 16 per cent of al respondents.

There was aso considerable diversity regarding the nationality of MNCs, though the great
magjority of foreign MNCs originated from three countries or regions, namely the US,
continenta Europe and the UK. It is evident that Ireland attracts few MNCs from outside of
Europe or the US. This is quite unlike the parallel UK study which noted, for example, the
significant presence there of MNCs from Japan and other Asian countries.

Over the recent past considerable media attention has focused on the seemingly numerous
cases of foreign MNCs reducing employment and/or closing Irish operations. Our study
presents a somewhat different image. Approximately half of the respondent firms indicated
they had established a new site or expanded an existing site within the previous five years. On
the other hand, just over a fifth had closed a site during the same period. This depicts a more
optimigtic picture than that portrayed by the popular media. It appears that we are
experiencing a high level of ‘job churn’ among the MNC population, i.e. concurrent job loss
and job creation, particularly in the manufacturing sector. Foreign MNCs remain a key
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element of the Irish industrid landscape, with amost four in every ten employing in excess of
500 peoplein their Irish operations.

Irish MNCs—an untold story?

Above we note that the foreign MNC population is made up of more than just US
manufacturing firms, with large numbers of MNCs of other nationalities as well as service
and multi-sector organisations. A particularly important sub-set of MNCs comprises
indigenous (Irish-owned) MNCs, which have been somewhat neglected from a research
perspective. Our findings indicate that Irish-owned MNCs comprise in excess of 10 per cent
of the total MNC population. We earlier noted that the scale of inward FDI is more than
rivalled by outward FDI by Irish MNCs and that Ireland’ s stock of outward FDI iswell above
the EU average. As such, the extent and growth of Irish MNCs represents something akin to
‘the missing chapter’ in the story of MNCsin Ireland.

It ishardly surprising, given that industrial devel opment did not accel erate until the turn of the
1960s, to find that Irish MNCs are comparatively late internationalisers, with almost seven in
ten having established foreign operations since 1980. Interestingly, they have moved quickly
since then, with over eight in ten reporting operations in more than two countries.

Irish-owned MNCs are clearly very large employers by nationa standards. Almost two thirds
(57 per cent) employ more than 1,000 workers in Ireland, substantialy higher than that of
foreign-owned MNCs (23 per cent). However in worldwide terms, they remain very much
small to medium sized organisations, with less than one third employing more than 5,000
people. The sectoral configuration of Irish MNCs is interesting, particularly when compared
to foreign MNCs. A greater proportion of Irish firms operate in what are termed more ‘low
tech’ sectors, such as ‘traditional manufacturing’ (e.g. food), reflecting in part Ireland’s
background as an agricultura country. In contrast, foreign MNCs have a greater presence in
‘high-tech’ manufacturing and internationally traded service sectors.

MNCsand the labour question

Our investigation of the experience of MNCs in Ireland and their perceptions on doing
business here reveals a reasonably positive picture. In particular, respondents were broadly
optimistic with regard to the position of their Irish operations within their respective
corporation’s value chain. The mgority believed that the Irish operations were of great
importance to the overall performance of the parent company and that this importance had
increased over the recent past. However, unease was expressed about the competitive nature
of the Irish economy. In particular, operating and labour costs emerged as the area of greatest
concern among MNCs operating in Ireland. Amongst the foreign-owned MNCs, these two
factors were identified as the most important factor impacting on decisions on whether the
Irish operations were likely to attract new investment or new/extended mandates from the
parent company. The great mgjority of respondents reported high levels of satisfaction with
various aspects of the Irish labour force, namely the quality of graduate supply and workforce
capacity to learn new skills.

As noted earlier, Irish industria policy is currently geared towards moving MNC operations
up the ‘value chain’. This is predicated in large measure on an adequate supply of skilled
labour. The finding that just over half of the MNCs recognise a ‘key group’ (e.g. chemists,
R&D daff etc) is reasonably positive as it indicates that a proportion of MNCs here rely on
value-added jobs/particular workforce categories. The worrying aspect is that the labour
market may not have the ‘tdent’ to fill these roles into the future. A significant proportion of
respondents reported concern regarding the future availability of graduates.

Explaining divergence

In their ongoing pursuit of enhanced performance and profitability MNCs face, in the words
of Bill Cooke, “...a complex web of choices in configuring and reconfiguring their global
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operations’ (Cooke, 2003: 4). One such choice is whether to employ globally consistent,
standardised practices in their foreign operations, or aternatively, to utilise practices which
have been adapted to fit the traditions of the host country — whether to go globa or local (cf.
Gooderham et d., 1999; Gunnigle et al., 2005). The former infers that management practice
will progressively converge towards a common HR modd as a result of MNCs deploying
‘best practice’ by borrowing or mimicking practices in other firms to achieve added vaue.
Thus practice will converge, even among MNCs in different sectors and of different
nationalities. The latter acknowledges the key influence of ‘country of origin’, arguing that
practicesin MNCs will continue to diverge due to embedded cultura and institutional traits of
the home country with the result that MNCs will remain firmly rooted in the business systems
from which they originate.

Country of origin

Country of origin remains a demonstrably influential factor in explaining divergence in HR
practice. The impact of country of origin is a persistent theme in this report and the following
briefly summarises our findings'.

US MNCs: US firms are likely to have a HRIS, shared services centre and an international
HR policy-making committee. They are the most likely to have performance appraisals for
staff and many also deploy innovative techniques such as forced distribution and peer
appraisal. Thisalso holdstrue in regard to payment systems, with US firms more likely to use
employee share ownership, profit sharing and share option schemes. As might be expected,
performance related pay is more widely used in US firms, though the differences were not as
significant as one might perhaps expect. Again in line with expectations, trade union
recognition is lowest among US MNCs, whilst the union avoidance practice of ‘double-
breasting’ is most prevalent amongst MNCs of US origin. In the area of training and
development, US firms tend to be the biggest spenders, the greatest users of management
development techniques and the most likely to utilise succession planning systems which
operate on aglobal basis. US MNCs are the most likely to have third country nationals but the
least likely to utilise parent country nationals compared to other MNCs. In regard to patterns
of local autonomy versus centra control across the different HR areas, management
respondentsin the Irish operations of US MNCs report comparatively low levels of discretion.

UK MNCs:. Haf of the UK MNCs operate shared services centres and have international HR
policy formation bodies. They are far less likely, compared to US and other European MNCs,
to have a worldwide approach to workforce management. UK firms consistently aim to pay a
greater proportion of employees (managers, LOG and key group) in the top or 2nd quartile.
Nine in ten UK firm have performance appraisa for their managers while seven in ten have
formal appraisas for their LOG. Use of forced distribution is uncommon as is the use of 360-
degree feedback. An overwhelming mgjority of UK MNCs tend to recognise trade unions for
collective bargaining purposes. Formally designed teams and problem-solving groups are
commonly found in UK MNCs as are a large number of communication mechanisms with
meetings between line managers and employees, news etters/emails and systematic use of the
management chain the most commonly found communication mechanisms. Although the
magjority of UK MNCs have succession planning and formal management devel opment
programmes these tend to be comparatively less than other MNCs. UK MNCs make
considerably greater use of parent country expatriates than third country expatriates. This may
reflect the short geographical proximity and cultural similarity between the UK and Ireland.
UK MNCs tend to have considerable discretion over the various HR policy areas, much more
than USfirms.

18 We focus on MNCs from the US, the UK, Europe and Ireland. We do not address the rest of world
category due to the small numbersinvolved.
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European MNCs. European MNCs were categorised together as a convenient unit of
analysis. However, one should note that there may be variation between the MNCs of
different nationalities incorporated within this grouping. European MNCs emerge as least
likely to have shared services centres and aso least likely to have an international HR policy
formation body, suggesting integration is not a magjor concern thus far. However, European
MNCs pay well - only UK MNCs am to pay their LOG and managers more. They are
comparatively low users of formal appraisals for either their managers or LOG. 360-degree
feedback and forced distribution are relatively uncommon. They are more likely to recognise
trade unions than US MNCs but less so than Irish and UK-owned MNCs. Almost six in ten
European MNCs have a European Works Council, considerably more than any other MNCs.
They report high usage of problem solving groups and, similar to other MNCs, tend to use a
large number of mechanisms for communication purposes. European MNCs report high levels
of discretion over many of the HR areas, none more so than over trade union recognition.

Irish MNCs: Irish MNCs are more likely to have shared services centres compared to foreign
firms. These are also more likely to be global in scope. After ‘rest of the world® MNCs, they
are the least likely to report paying their LOG in the first or second quartile relative to market
comparators. Usage of performance appraisals for managers and LOG are considerably lower
than MNCs of any other nationality. Where forma appraisas are conducted, it is very
unlikely to see forced distribution or 360 degree feedback in use. Not surprisingly, they are
the most likely to recognise trade unions in Ireland, although four in ten do not recognise
trade unions in their foreign operations. In addition, European Works Councils remain very
uncommon. Problem solving groups are quite common although formally designed teams are
far likelier to be found in MNCs of all other nationalities. The main communication
mechanisms utilised are similar to other MNCs, however they are considerably less likely to
use attitude or opinion surveys. They are less likely to report their training and development
expenditure in the top category (> 4 per cent). Both succession planning and formal
management devel opment is common although less so compared to foreign firms. They report
that their foreign subsidiaries have relatively low levels of discretion across the substantive
HR areas, adthough one must remember thisis a headquarter perspective.

Sector

A number of notable differences are found according to the industrial sector. Three distinct
sectors are used namely, the service, manufacturing, and multi-sector (i.e. incorporating firms
which straddle both manufacturing and services).

Service sector MNCs are more likely to aim to bein the first or second quartile regarding pay
for the various staff categories, when compared to manufacturing or multi-sector MNCs. The
use of forced distribution for the LOG and managers is aso more likely in the service sector,
but the differences are dight. Multi-sector firms tend to be the most prominent users of
financia incentive schemes (profit sharing, share ownership, share options). Not surprisingly,
service sector MNCs are the least likely to recognise trade unions for collective bargaining
purposes. Again as expected, trade union density is higher in the manufacturing sector.
Interestingly, service sector unionised firms were more likely to report the existence of a
cooperative approach between management and the trade unions. Furthermore service and
multi-sector MNCs tend to acquire non-union companies more than unionised firms, when
compared to MNCs in manufacturing. In terms of pay determination, manufacturing firms are
more likely to use nationa level pay bargaining for the LOG than service or multi-sector
firms.

A marked variation was found in relation to employee involvement, with manufacturing
MNCs more likely to use problem solving groups when compared to service or multi-sector
firms. However formally designed teams are more commonly found in service sector MNCs.
Usage of the various forms of communication are virtually identical across the three sectors.
In relation to training and development spend, multi-sector firms are the most likely to report
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spending in excess of 4 per cent of their annual pay bill on such activities, followed by service
sector firms. Multi-sector firms are also more likely to operate global succession planning and
have a global management development programme. In addition multi-sector firms are more
likely to report the existence of a‘key group’, followed by service firms.

Manufacturing MNCs report greater discretion over pay and performance management than
service or multi-sector firms. Little or no difference is found in relation to autonomy over
employee representation and consultation. Manufacturing firms are also most likely to have
quite ‘alot’ or ‘full’ autonomy over the training and development, and organisational learning
policies. However, service sector firms are more likely to report high discretion levels with
regard to succession planning.

In conclusion, this report presents the main initia findings from Ireland’s first representative
survey of HR practicesin MNCs. As aresult, we are able to provide an unparalleled snapshot
of what is happening in HR in these firms. This should allow managers benchmark their
particular practices vis-a-vis the more general pattern of HR practice in the multinational
sector in Ireland.
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