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Abstract

Localization of workforce has emerged os one of the key ¢hallenges
ond priorities of internationol HRM. Different studies have been
found in fovour and ogainst localization of workforce, moinly in the
host Countries of internotionol orgonizotion. The present orticle
ottempts to identify mojor Contemporory reseorches on localization
with the purpose of providing valuable insights ond useful informotion
on this very difficult, though importont issue. It hos been found that
mony orgonizations thot ¢loaim to be global, yet resist allowing host
country notionols to hold offi¢ial ond importont positions. In this
Context, the present reseorch ottempts to discuss the drivers of
lo€alization, foctors affecting the smooth tronsfer of jobs to the local
staff. The article hos also attempted to explore some of the ethi¢ol ond
business reasons for assisting and resisting this process.

Keywords: Localization, host Country, internotionol HRM, drivers of
locoalization.

Introduction

Localization is on issue that offects professionals around the world. It
applies as much in Eastern Europe os in East Asio ond in Joponese
orgonizotions in the West or o western orgonizotion in Jopon. Some
exomples ¢on be highlighted from mony other locations suc¢h os Middle
East, Ching, India eté. The situation of expatriotes moving from low
cost lo¢ations to high-Cost ones hos added mony other dimensions to
this growing localization trends. However, this trend hos Coused in
mony countries growing tensions ond uneosiness in the relations
between the expotriote community ond the local stoffs. Sadly such
tensions are not merely found in the private seétor ond evidence from
the development seCtor suggests that similor levels of distrust exist.
Such attitudes ond tensions ore unwonted ond unnecéessory in aropidly
globalizing world. They result in inoppropriote behaviours, low
morale, high staff turnover, loss of productivity ond poor performonce.
Magjor investments ore jeopordized, relotions with key portners
undermined, joint ventures ot risk, voluoble Contocts ond morket
relations threotened ond the flow of resourées or oid support potentiolly
Curtailed. Consequently, there is pressure on both international
development agencies ond multinational cComponies to monoge their
internotionol humon resources in o way thot suCh tensions ore
minimized ond lo¢ol menogement tolent is developed ond promoted.
The development of effective loCalization strotegies ond the promotion
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of local executives to senior positions is oo mojor humon
resources issue that such internationol orgonizotions need
to address.

Research on localization:

Different studies have defined the ¢oncept of loCalization
from different perspectives. According to Potter
(1989),loc¢alization is the process when alocal national fills
a required job suffi¢iently competently to fulfil
orgonizational needs. Selmer (2004) hos, however, defined
the Concept as the extent to which jobs originolly filled by
expotriotes ore filled by loCol employees who ore
¢ompetent to perform the job. Evons et ol. (2002)see
localization as the systemoti¢ investment in the
recruitment, development ond retention of local employees
ond as such, os on importont element in the globalization
strategy of multinationols. However, the lo¢alizotion of key
monogement positions hos remoined akey ¢hallenge for the
multinotional ¢omponies ond internotional development
agencies attempting to boloncée their global interests with
the demonds of ropidly ¢honging loc¢al Conditions. The
evidence (Joynt ond Morton, 1999) hos also suggests that
multinational Componies Continue to use expotriotes to fill
key positions in their overseos operations. Multinotionol
firms explain this trend in terms of their exponding role in
the global marketploce, the need to tromsfer skills ond
expertise ond the advantoge of giving key stoff overseos
experience ond the oppliCation of Compony systems
internotionolly. Furthermore, expotriotes ore no longer
merely employed by traditional lorge ‘blue-chip’
¢omponies with well estoblished international interests.
They are inreosingly being used by componies who have
little trodition of operating overseos ond hove little
experience of working with expatriotes ond lock
estoblished systems to monoge ond support them (Brewster
ond Scullion, 1997; Forester, 1997; Forster 2000;Bonoi ond
Horry, 2004). Such pro-ex[potriote dominont observations
have however been Countered by o smoll number of
researches, those foCus specifically on localization ond its
strategi¢ implications. Despite o plea that localization
should be incCorporated into the wider context of
internotionol HRM strategic thinking (Join et al., 1998), the
reality is that most research in this areo is concerned with
the specifics of the loCalizotion process. For example, eorly
studies focused on developing the skills ond expertise of
host-Country monagers (Potter, 1989; Vonce ond Ring,
1994). Other studies drew on evidence from the studies on
different Countries. Cohen (1992) drew on research in
Kenya to onalyse the issue of so Called failed retention of
lo¢al employees or why it is thot adisproportionate number
of lo¢al staff who have been trained to toke over positions
previously held by expatriates did not oftuclly fill these
posts. Leach (1993) reviewed the role ond cost of
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expotriotes in developing projects in Tonzonio ond onother
study by Hoiley (1994) hos exomined the foilure of
loCalization strategies introduced in Nigeria in Certoin
Categories of profession. Researchers have also drawn on
experience in China.ond Southeost Asio. Lossere ond Ching
(1997) in areview of the role of loal mangers working for
multinationals operoting in China conéluded that the Cose
for localization wos overwhelming. Hailey’s research in
Singapore ond Moloysia highlighted the tensions between
local stoff ond their expotriate Colleagues ond concluded
that multinationols need to implement effective ond
tronsparent localization policies (Hailey, 1998). However,
such conclusions were questioned by Gomble (2000),
whose research exomined the situation focing foreign
investors in Chino. He orgued thot calls for wholesale
localization of senior monogement positions were
premature ond thot there wos still a role for the skills,
orgonizationol networks ond neutrality thot expotriotes
provide. By the 1990s, studies onalysed the proctical
ospects of localizotion in the Chinese context (Selmer ond
Luck 1995, Lee 1999, Wong ond Low 1999). More
recently, research hos emphasized the complex dynomics
of implementing loCalization strotegies in Chino (Worm et
ol. 2001;Fryxell et al. 2004;Low et al. 2004;Selmer 2004).
Some international componies, bonks ond oil componies,
among others, hove used host Country nationals tronsferred
to the heod office or regional office to tronsfer knowledge
from the local to the headquarters. This is seen as o useful
strategy to inCreose cross-Cultural ond cross-notionol
understonding os well os giving opportunities for Coreer
development of such inpatriotes’.

In o study of employment ¢reation ond localization in the
gulf states, Horry (2007) concluded that, despite
governments’ pressure to localize jobs, mony employers
prefer not to recruit local Citizens ond instead employ
expatriotes, who they consider cheoper, more eosily
controlloble ond more Copoble thon most of the local stoff.
One explonation for this is that the supply of expatriates, in
teChnical ond monogerial jobs, is much more elosti¢ ond
competitive thon that of host Country notionals;
consequently, lo¢ol monogers may be more expensive thon
expatriotes. Bonai ond Horry (2004) olso pointed out that
some expotriote monogers (ond mony others in less senior
positions) see themselves as ‘internotional interns’ moving
from place to ploce pursuing on internotional Eoreer ond not
seeking to go ‘home’.

A good number of researchers have pointed out that all too
often localizotion os o reseorch issue hos either been
overlooked or treated os the flipside of the expotriate debate
(Bonoi ond Horry 2004; Rowley ond Benson 2004;Sporrow
etal. 2004). As such it is one of those subjects in the field of
internationol HRM. In reality, it is o humon resource issue
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in its own right of Considerable international consequence,
os well as mojor Commerciol ond ethi¢al dimensions. In
light of this, it is surprising how few researchers hove
onolyzed drivers of loCalization ond its effeCtiveness ond
value, or examined how best to localize senior
monogement positions ond whot strotegies ore needed to
develop indigenous monogement talent.

Drivers for localisation:

There are number of fundementol drivers behind the move
to localize key monagement positions. These in¢lude issues
around the cost effectiveness ond performonce of
expotriotes, Concerns obout the ability of expoatriotes to
estoblish local Contocts, political ond ethical pressures to
employ local ¢itizens ond the impact on the morole ond
performance of local staff of having foreign nationals in
senior monogement positions.

Cost effectiveness ond performoncée of the expotriates os
the driver of loCalization have remained mojor areos of
dis¢ussion ond debate for yeors Boni ond Horry
(2004),S¢ullion and Brewster (2001) in their studies have
opined that expotriate Costs are usually o multiple of the
national employee Costs ond expotriotes ore omong the
most expensive employees internotionolly. Dowling ond
Welch (2004) hove identified the higher cost of
odministering the expotriote employees’ Conditions of
service. According to them, this is beComse of HR
engogement in Corrying out the Cost of living Comporison
studies, developing tox equalizotion formuloe ond
monoging internotional Coreers of the expatriates. Studies
by Black et ol. (1999) have indi¢oted thot on expotriote
employed by on Ameri¢on multinational Costs two or three
times more thon o local employee employed on Americon
soil ond the some are prevolent in the Countries like
Singopore, UK, Spain, Hongkong, India, South Africa etc.
Another study (Selmer, 2004) on China hos reveoled thot
expatriotes working in China ore poid four to five times
more thon the loCal stoffs in Comporative positions.
Studyby Horzing (1995)hos olso identified the costs
ossociated with expotriates who return early becouse of job
satisfoction, social difficulties in adjusting et¢. Stroh et al.
(2000) have further exploined through their empirical
research that even mony expotriotes, who Complete their
contracts may not be oble to deliver os per expectations ond
that olso Cost very high to the employing orgonizations. The
study by Armstrong (1987) hos added o ¢riti¢ol dimension
to this observation. In his reseorch, Armstrong has done
¢ritiCal onolysis of the mistokes done by the Europeon
expatriotes in Tonzonio. The reseorch further concluded
that the opportunity Costs of failing to develop local
monogement tolent for spending the some money to
compensate the expotriates in spite of the poor performonce
had o long-term impoct on the humon resource Copoacity
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s€enario in Tonzonia. Different s¢holars have also shown
ond ottempted to prove the other way. A¢¢ording to them,
the lower Costs of the host-Country staff ond their Continuity
of employment meons thot the return on investment in
recruiting ond troining will be much higher. Horry ond
Collings (2006) have highlighted the benefits of improved
morole ond motivation of the local monogers os o result of
such encourogement. Black ond Gregersen (1992)have
however related the aspects of higher reliobilityofthe loCal
monogers thon the temporarily engoged expotriotes.
Gomble (2000) in his study hos also highlighted the aspects
of ¢ross-Cultural tensions ond misunderstondings between
the local employees ond expotriote monogers, thot effect the
overall orgemizoationol productivity as well. Two studies by
Hailey (1994, 1998) highlighted the underlying resentment
of local staff at the Continued employment of expotriates,
not just because of their perceived power, perks and solory,
but also becouse of their poor performonce ond the woy the
expatriotes blocked the ¢areer ambitions of talented local
staff.

Another importont foctor of localization thot has also been
found to be widely debated omong s¢holars is the Concerns
obout the ability of expatriotes to establish lo¢al Contocts.
According to Hoiley (1998),mony expatriote executives
face the operational problems to adopt to the local business
or to understond loC¢al morketploce. He hos identified the
Causes such os time-bound noture of their posting ond
ossocCiated issues around building trust or networks of local
contacts responsible for this. Banoi ond Horry (2004) hove
also highlighted the Causes of inobility of some expatriates
to adjust to different business Cultures ond form effective
relations. Selmer (2004) in his work hos therefore,
emphasized on hiring locals thon expotriotes to fill up
vacont positions in the orgonizotions. Aécording to his
study, the employment of talented local monogers insteod
of expatriotes hos improved communicotion, performonce
ond productivity in mony Coses.

Politi¢ol and ethicol pressures have olso been identified as
major drivers of loCalization of workforce. In the study by
Yomoni (2000)ond Horry (2007), fears of growing
unemployment as well os eConomi¢ ond demogrophic
foctors have been identified os the major cCouse of
lo¢alization of workforce. Citing the examples of mony
gulf Countries, both their studies hove somehow termed this
tendency os government’s Compulsion to enourage locals
to fill up the positions. Sparrow et al. (2004) hove focused
on mony exomples, where lo¢al governments hove shown
their ¢lear preferences of restricting the jobs for the locals,
rather thon expatriotes. Different other benefits of
loCalizotions such os growth of lo¢al publi¢ sectors through
lo¢al Contracts (Horry ond Collings, 2006), improved
¢hones of foreign investments in host Countries by
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reduction of menpower Costs (Selmer, 2004), unethicolity
of depriving locals of troining opportunities, promotional
ofpersonal support of the locals (Vonce ond Paderon, 1993)
have also been identified os significont drivers, too.

In some other studies, foctor like ‘stoff tensions’ has also
been identified os significont drivers of loColization of
workforce. Most commentators ocknowledge thot the issue
of trust lies ot the heort of the loCalization debate (Black,
J.S. ond Gregersen, H.B. 1992&Selmer et. Al,
1994).Unfortunately, the evidence from o number of
different studies suggests that the level distrust between
lo¢al staff and their expotriote monogers is both high ond
dysfunctional (Hailey 1994, 1998). All this supports the
findings of on eorly study by Zeira et ol. (1974), which
found thot local employees were dissatisfied ond frustrated
with ethnocentri¢ stoffing policies whereby senior
executive positions oare filled with expatriotes. The
resulting tensions fuel resentment of expotriotes-their
power, perks ond privileges-ond oct s o further driver for
lo¢alization. These tensions were outlined in some detoil in
Hoiley’s two studies of the perceptions of local staff
working for both multinational corporations ond
international development ogencies. Both studies
highlighted the potential tensions between local stoff ond
expatriotes ond roised questions obout the efficocy ond
ethi¢s of Continuing to employ expatriotes. Most local
monogers interviewed commented adversely on the perks
ond privileges of expotriates, the difficulties orising from
the foilure of expatriotes to adjusttheir monogement style
ond tensions orising from Cultural misunderstondings ond
insensitive expotriote behavior. Mony felt thot Coreers hod
been inhibited by the ¢ontinued employment of expotriates
ond that the relationship of trust between Colleagues seems
to have been broken.

Barriers of effective localization and strategies of
localization:

In spite of several initiotives, mojor obstacles are still foced
by the orgomizations. Micklethwoit (1996) hos emphasized
on the problem of lack of available lo¢ol monpower to fill
up executive positions in mony ¢ountries such os in gulf
Countries, Eostern Europe et¢. The study has shown thot the
demond of skilled monpower to fill up the executive
positions has been found to be widened in mony of these
Countries due to ropid economi¢ progress ond such
demonds could not be met with lo€als only. Horry (2007) in
his study has observed that in gulf states, moin emphosis
wos given on Culture and nation building for long time.
Only recently, employobility bosed education hos been
found to be initioted in these Countries. The some study hos
olso highlighted the ¢oncern of preferences to government
jobs by the locals in these Countries. A rociol or notionol
prejudi¢e hos olso been found os o mojor obstacle of
loCalization in the study by Gamble (2000). His study has
shown the reluctonce of Chinese subordinotes to work
under Joponese expotriote monogers in Chino, which in turn
prevents mony foreign Joponese multinationols from
starting localization initiative in China by improving the
skills of locals by putting them under Joponese monogers
ond experts.

Despite the above barriers, localization has been found to
emerge os a.key humon resource priority in mony ¢ountries,
orgonizations ond industries. Mony scholors have
disCussed on different strategies for effecétive
implementation of localization of workfor¢e. Based on
their observations, o Composite model comprising of four
stoges of effective loCalization of workforée in host
countries ¢on be developed (figure 1).

Fig: 1: Composite model of workforce localization

Stage 4: q Stage 1: Ensuring

Consolidation
stage

Stage 3:

Application of
these strategies-
the localizing
stage
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The first stoge is ensuring there is a.genuine Commitment to
localization. Second is the design of oppropriote
loCalization strategies-the strotegizing stoge. Third is the
application of these strotegies-the localizing stage, ond
fourth is a Consolidation stoge when the new in¢umbents
ore given ongoing development support ond the su¢cess of
loCalization policy is reviewed. The first stoge requires
senior monoagement in the parent orgonizotion ond the host
country operation to Commit their personal support, os well
as sufficient resources (especially in terms of selection ond
troining), to ensure efforts to loColize sucCeed. Often
expotriotes ond foreign monogers hove oppeored to be
supporting localizotion while oftually undermining or
underresourcing the process. Without su¢h commitment
localization will be o troubled process that leods to
resentment, and worse, within the orgonization (Nokojimo
ond Horry, 2006). The second stoge with its emphasis on
strategizing is based on on initiol Clarification of gools and
achievoble objectives, os well as on assessment of the Costs
ond benefits involved ond the investment necessary. The
evidenCe suggests thot the development of effective
strategies and oppropriote objectives is ¢ruciol to ensuring
the success of long term localization (Wong ond Low
1999,Low et ol. 2004, Horry ond Collings, 2006). The third
stoge is concerned with the direct application of specific
HR policies thot are appropriate to the lo¢al environment
ond culture ond have the buy -in of both host and expatriate
monogers (Wong ond Low 1999; Fryxell et ol. 2004). This
localizing stoge in¢ludes the estoblishment of effective
reCruitment ond selection procedures to identify
oppropriote condidates for specific jobs, the introduction of
strategies for their ongoing development ond must include
incentives to encouroge local staff to assume the new roles
expected of them (Low et ol. 2004). The selected HR
procti¢es must be oppropriote for the host environment ond
not just be brought from ‘home’ or headquorters ond
opplied without toking into ofCount expectotions ond
stondords of the local Citizens. Training, mentoring ond
cooching ore on essentiol element ond ore Central to the
sucCess of these strategies.Brounond Warner (2007)
highlighted the importonce of in-house troining,
ossignments obrood ond mentoring progrommes in the
development of local Chinese monagers toking over posts
held by expotriates. Fryxell et ol. (2004) emphosize thot this
implementation of locolization strotegies is not obout
opplying generi¢ solutions or simple re¢ipes, but adopting
them to specCifi¢ needs ond the porticulor Cultural Context.
The fourth stogeoccurs when locally employed staff hove
the necessory skills ond Competence to ossume roles
previously assumed by expotriotes ond the success of the
lo¢alizotion process is evoluoted ond lessons learnt (Wong
ond Low, 1999). This stoge olso involves ensuring
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expotriote support in the development of new local
monogers by octively involving them in the plonning of the
lo€alization process and providing them with asuitoble and
attractive repotriation package (Low et al., 2004; Selmer
2004) or by opening up new Coreer opportunities (Bonoi
ond Horry, 2004). During the consolidation stoge there will
be feedback on the Causes of sucEesses or foilures ond in the
lo€alization process, aimed af improving the development
of staffto replace other expotriotes.

This staged opprooch to localization gives o structure to
what is potenticlly o Complex ond divisive orgonizationol
ond political issue. By toking o systemati¢ approach with
objectives ond timelines, progress Con be measured,
obstocles con be recognized os well os deolt with. The
evidence suggests that if there is o genuine commitment
from senior monogement to effective ond ethical
localizotion then there is o high ¢honce of suc¢cess (Horry
ond Collings, 2006). This is porticulorly true if time ond
resources ore invested in the plonning stoge, oppropriote
HR policies ond proctices are opplied in the localizotion
stoge, ond these are followed up by appropriote ond timely
development support ond ongoing monitoring (Hailey
1998, Fryxell et ol 2004, Law et ol 2004).

Conclusion:

It is therefore observed that localization hos been a key
humon resource issue in its own right with mojor eConomic
ond ethi¢al dimensions, but that oll too often it has been
overlooked os on issue for reseorch. As such it is one of the
‘Cinderalla’ subjects in the field of internationol humon
resourCe monogement. This is o matter of some Concern,
because the evidence suggests that localization should be
seen os on integral strond of any multinotionol
orgonizotion’s internationol strotegies. The evidence
suggests thot it would be most Cost effective and more
ethiCally oppropriate for such orgonizations to phose out, or
ot leost reduce, the use of expotriate monogers, ploce
greater trust in local stoff ond build on their experience,
expertise, lo¢al knowledge ond Contacts. Expotriotes have o
useful role in mony global orgonizations but locals have o
¢rucial role in the success of globalization.
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