
2008:009 

M A S T E R ' S  T H E S I S

MNCs´ Management of
Human Resources in India

Case Studies of Two Swedish Companies

 David Mäki
 Viktoria Soudakova

Luleå University of Technology

D Master thesis
 Business Administration 

Department of Business Administration and Social Sciences
Division of Industrial marketing and e-commerce

2008:009  - ISSN: 1402-1552 - ISRN: LTU-DUPP--08/009--SE



 
PREFACE 

 
Preface 
 
This thesis is written during the winter 2007, and it is a result of eight weeks hard work. 
During writing this thesis we have increased our knowledge within the area of international 
human resource management and what kind of difficulties Swedish MNCs face in India 
within this area and how they overcome these problems. Further, we have gained deeper 
understanding about the cross-cultural issues that occur when Swedish MNCs operate in 
India. These eight weeks has enriched us with valuable experience of how to co-operate and 
to make use of each other’s knowledge.  
 
We would like to thank the people who made it possible to conduct this thesis. First, we 
would like to thank our supervisor, associate professor, Manucher Farhang, for the guidelines 
throughout the thesis and his valuable advices. Furthermore, we would like to thank our 
respondents Anders Ståhl – WM-data, Anna Rundkvist – WM-data, and Jonas Carlsson – 
Ericsson, for their co-operation and great help in order to gather our data.  
 
 
 
 
 
 
 
 
 
 
 
 
 

Luleå University of Technology 
December 2007 

 
 

 
   

             David Mäki      Viktoria Soudakova  

 



 
ABSTRACT 

Abstract 
 
The purpose of this study is to provide a better understanding of the IHRM issues encountered 
by Swedish MNCs in India.  Major IHRM problems within a cross cultural context of foreign 
markets and ways of overcoming them are discussed. A qualitative case study approach is 
also used to collect data from two major Swedish MNCs with operations in India: WM Data 
and Ericsson. Findings show that a major problem faced by Swedish MNCs in India is cross 
cultural communication. Findings also show that the two companies’ differing views on 
cultural diversity greatly influence the HRM measures they adopt. With regard to policies and 
practices while the two MNCs’ HRM planning and use of training programs for India often 
differ their compensation packages for employees are generally similar.  
 
 

 



 
SAMMANFATTNING 

Sammanfattning
 
Meningen till denna studie var att få en bättre förståelse om problem inom IHRM som 
svenska företag har stött på I deras operationer I Indien. De problem som kan uppstå i en 
mångkulturell marknad och vilka åtgärder som vidtas för att överkomma dessa problem 
diskuteras i denna uppsats.  Studien har varit Kvalitativ och fall studie inriktad när data har 
samlads från två svenska företag med verksamheter i Indien: WM-data och Ericsson. 
Slutsatser dragna från denna studie visar att ett av de största problemen som svenska företag 
möter i Indien är kommunikation mellan kulturer. Slutsatserna visar också att de två 
företagens olika syner på kulturell mångfald påverkar vilka HRM åtgärder de vidtar. 
Angående ledningssätt så är de två företagens planering samt träning program för Indien ofta 
olika men deras kompensations paket är generellt den samma.      
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INTRODUCTION 

1 INTRODUCTION  
This first chapter will start with some background information to our research area. This will 
be followed by a problem discussion which leads to the overall purpose of this thesis and our 
research questions.   

1.1 Background 

1.1.1 Challenges of Managing International Business 
In today’s business environment there is a great global openness and national boarders are 
more transparent than before. There is an increasing acceptance of ideas and products from 
other cultures and a greater willingness to engage in multilateral actions between companies. 
This undeniably leads to that global competition is getting more and more intense for 
companies and more companies than ever are earning their revenues from International 
operations. Since multi national corporations (MNCs) are becoming more transnational than 
before they must change their strategies to address the similarities and differences in each 
market they enter. Therefore, the challenge faced by MNCs is that of recognizing and 
effectively managing these similarities and differences. (Kanungo, 2006; Holmberg, Bäckman 
and Tonnby, 2006; Hodgetts and Luthans, 2003) 
 
In global business environment the manager’s position has evolved into a much more 
complex form than it was before. Due to increasing globalization the companies are adopting 
more global business orientations and this makes the manager’s job to include many cultural 
adaptation issues. At the MNC the manager is shaped into developing managerial values 
which consist of collective directives, responding to the global communities’ acceptance and 
preference on how they want to work, think and manage business. The diversity of 
communication styles and expectations that employees have on their leaders across markets 
must be taken into consideration by the manager. New managerial values and multicultural 
policies provide reduced costs, resources acquisition, marketing advantage, creativity, 
problem solving and organizational flexibility. Globalization has increased the pressure on the 
manager to recognize and adapt to cultural differences when doing business. (Nilsen, Kowske 
and Anthony, 2005; Kanungo, 2006)  
 
For the managers at MNCs who are operating in different countries cross-cultural practices 
become essential to maintain the business process. Human resource management (HRM) 
covers all management decisions and actions that affect the relationship between organization 
and employees. The new manager introduces new technologies, relocate operations, arrange 
tasks in a new plant, and reward personnel and this will affect employees. Involvement of 
employees affects their work and how they trust the management. HRM policies and 
practices, which are used to control and direct behavior and performance, are largely the 
result of managerial beliefs. Managers at MNCs are getting more and more interested in how 
HRM is managed in different regions of the world due to increasing competition from other 
MNCs and if managers can get a greater understanding of cultural differences when managing 
employees with different backgrounds and cultures it can make them more effective. 
(Kanungo, 2006; Budhwar and Sparrow, 2002; Hodgetts and Luthans, 2003; Phatak, Bhagat 
and Kashlak, 2005; Hartenstein, 1988)  
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1.1.2 The role of International Human Resource Management in MNC success  
When people work together in MNCs across the diverse cultural context of MNCs it can 
result in cross-cultural misunderstandings. Cross-cultural misunderstandings often create a 
cycle where cross-cultural conflicts, frustration, and possibly anger lead to communication 
breakdowns and lower moral which directly affect the employee performance. This has led to 
a growing belief, among managers and the MNCs they are operational in, that one major 
source of potential competitive advantage for businesses is the effective management and 
development of people within the international context. In other words, international human 
resource management (IHRM) (Milliman, 2002; Higgs, 1996; Monks, Scullion and Creaner, 
2001). 
 
IHRM involves six functional human resource areas, which are; recruitment and selection, 
classifying employees, performance evaluation, compensation and benefits, training and 
development, and labor relation. IHRM has been recognized as one major determinant of 
success in the global environment. There are a few reasons to why IHRM is so important for 
MNCs to understand. Firstly, it is important because of global competition, since the number 
of MNCs increases rapidly and therefore the role of IHRM grows in significance. Secondly, 
effective management of international human resources is seen as a key source of competitive 
advantage. Thirdly, the lack of experienced managers is becoming an increasing problem for 
international firms, and the successful implementation of global strategies depends on that. 
Furthermore, companies underestimate difficulties within HRM in international operations. 
Finally, organizational structures change due to the internationalization and therefore human 
resources (HR) play a key role in organizations (Lajara, Lillo and Semper, 2002; Phatak et al., 
2005; Harzing and Van Ruysseveld, 1995; Monks et al., 2001).  
 
When MNCs are active in different markets and cultures they encounter issues or problems 
which are often related with IHRM. These issues are important to solve directly when they 
surface because if not addressed immediately they can grow into immense problems that can 
decide the success or failure of the MNCs operations in that particular market/culture. 
Managers with little knowledge about cultural differences can be compelled to make the 
wrong conclusions or bad decisions and this is why having good IHRM that identifies each 
employee’s skills, that motivates employees to use those skills and place the appropriate 
individuals at key positions will affect the efficiency of the MNC’s operations. (Lajara et al., 
2002; Nilsen et al., 2005)  

1.2 Problem Discussion  
Economies are globalizing and organizations more and more form cross-boarder relationships 
which lead to that people with totally different cultural backgrounds and nationalities are 
getting mixed at their working places. This leads to management problems caused by this 
difference in national culture- in values, ideologies, organizational assumptions, work 
practices, and behavioral styles. Management techniques that a manager has developed in one 
culture, his mother culture, do not always produce the same results in another culture. The 
managerial and employee perceptions, expectations, and individual behavior are most likely 
different due to their different cultural backgrounds. This is why people with different 
cultures will approach issues or problems differently and resolve and apply problem solutions 
in different ways. (Devine, Devine, Baum and Hearns, 2007; Kanter and Corn, 1994; 
Silverthorne, 2005) 
 
When talking about MNCs there is an even greater need for cross-cultural management skills, 
not only for top managers but for general employees and lower management, because cultural 
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diversity strongly influences the MNCs’ cultures due to the fact that they hire people from 
around the world. When interacting with other cultures there will surface problems due to the 
cultural differences. These problems can arise in communication, cooperation, commitment 
and conflict-resolution and this influences the performance. Moreover, these cultural 
differences influence interpretation and responses to strategic and managerial issues (Adler, 
2002; Silverthorne, 2005). 
 
These issues addressed above are the reasons to why MNCs should have a good IHRM that 
identifies each employee’s skills, that motivates employees to use those skills and place the 
appropriate individuals at key positions. Benefiting from globalization of business many 
countries have attracted MNCs to their markets for one reason or another, and a good example 
is India. India is a growing market with a large, young and highly educated population and 
these in combination with the low-wage situation present in India are the main reasons to why 
MNCs are eager to enter the market. During 2006 the size of Swedish exports to India 
increased by 50% and in 2007 there were over 80 established Swedish MNCs in India. A 
combination of the challenges that the Indian market has presented to those MNCs which 
have moved some of their business activities to that country, particularly in terms of human 
resource management has motivated our research.  

1.3 Overall Purpose and Research questions  
In view of the above, the overall purpose of this study is: 
 
To provide a better understanding of the IHRM issues encountered by Swedish MNCs in 
India.  
 
RQ1: How can the major IHRM issues encountered by MNCs in foreign markets be 
described? 
 
RQ2: How can the cross-cultural management issues encountered by MNCs in foreign 
markets be described?  
 
RQ3: How can the measures MNCs adopt to overcome IHRM problems in foreign markets 
be described? 
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2 LITERATURE REVIEW  
In this chapter we will present literature related to our stated purpose and research 
questions. At the end of this chapter we will present a conceptual framework which will 
include those theories most relevant to our study and this will assist us in collecting data.  
 
There are no differences between MNCs and domestic companies’ HRM activities. However, 
MNCs face some special issues that domestic companies do not. The difference between 
IHRM and domestic HRM lie not so much in what is done but rather how it is done, since 
environmental factors differ (Harzing and Van Ruysseveld, 1995).  
 
Harzing and Van Ruysseveld (1995) identify five basic points that distinguish activities 
within IHRM from HRM of domestic companies.  

• More functions. There are some functions within IHRM that do not arise in domestic 
HRM, such as international taxation, international relocation and orientation 
(including pre-departure training), administrative services for expatriates and host-
government relations.  

• More heterogeneous function. Functions become more diverse and complex, since 
they have to be directed to different groups of employees, that is parent-country 
nationals, host-country nationals and third-country nationals.  

• More involvement in employees’ personal lives. Often the selection, training and 
management of expatriates involve the employees’ personal lives in these activities, in 
domestic settings such activities often do not involve the employees personal lives as 
much as in international settings.  

• Different emphasis. Traditional HRM functions such as, staffing, compensation, and 
training and development become different in a variety of cultures.  

• More external influences. There are some major external factors that influence IHRM, 
such as type of government and the state of the economy. Interest groups such as, 
unions and consumer organizations can put pressure on the foreign companies to.  

 
The most important activities in IHRM mentioned by Harzing and Van Ruysseveld (1995) 
are: staffing, assessment and compensation, training and development, and industrial 
relations/employee participation. The same activities are involved in domestic HRM, but the 
performing of these activities by MNCs gives a rise of differences.  
 

2.1 Major IHRM Issues within International Business 
In this section the general theory by Schuler, Budhwar and Florkowski (2002) will present the 
integrative framework of IHRM in MNCs. Then we will focus only on policies and practices 
within IHRM, going through each element within this area. The theory by Schuler et al. 
(2002) will be complemented by other authors with appropriate theories.  
 
According to Schuler et al. (2002) it is important to understand the differences between 
managing global firms and managing domestic firms and thus differentiation establishes the 
basis for largely conceptualizing of IHRM than domestic HRM. MNCs need to be global and 
local at the same time and need to achieve different levels of globalness and localness. Being 
global and multi-domestic generate important issues relevant to IHRM. The use of complex 
global strategic business decisions by MNCs has generated the linkage of IHRM with 
strategic needs of the business (ibid). 
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The purpose of IHRM is to enable the MNCs to be successful globally. Schuler et al. (2002) 
state that: “IHRM for many firms is likely to be critical to their success and effective IHRM 
can make the difference between survival and extinction for many MNCs” (p.42).  
 
According to Dowling and Welch (1991) IHRM operates in a more complex environment and 
therefore involves greater diversity in activities and population. They point out that it is 
important to increase awareness of the HRM variable in international operations. In other 
words, HR managers should be involved in the decision-making process in order to align 
HRM activities with the overall strategy for international growth (ibid).  
 
Schuler et al. (2002) have constructed a model (see figure 2.1) which helps to examine the 
field of IHRM. The figure shows the linkage of important elements in connection with IHRM, 
the importance of integration and differentiation of these elements. Schuler et al. (2002) point 
out that the IHRM issues are the main drivers of IHRM functions and policies/practices. 
 

 
Figure 2. 1: Integrative framework of IHRM in MNEs 

Exogenous Factors 
-Industry characteristics  
-Country/regional 
characteristics  
-Country culture 

Source: Adapted from Schuler et al., 2002, p.44.  
 
IHRM issues conceived in terms of interunit and intraunit needs and challenges. Here MNCs 
must consider balancing competing pressures for differentiation and integration, and must 
decide how to be sensitive to the unique demands of the environment (Schuler et al., 2002). 
 
IHRM functions include three areas: MNCs HR orientation; the resources (time, energy, 
money) allocated to its HR organization; and the location of resources and HR decision 
making (Schuler et al., 2002). 
 
We would like to emphasize that the only part of the IHRM model will be looked deeper into 
is the IHRM policies and practices, as the IHRM policies and practices are considered to be 
one of the most important elements.  

Strategic MNE Components  
-Interunit linkages   
-Internal operations 

Endogenous Factors 
-Structure of international 
operations  
-Headquarters international 
orientation  
-Competitive strategy 

IHRM Issues 
Interunit Linkage: 
- Control/Variety/ 
Integration  
 
Internal 
Operations: 
-Local sensitivity 
- Strategic Fit  

IHRM Functions 
-Orientation 
-Resources 
-Locations 

IHRM 
Policies/Practices 
-Planning 
-Staffing 
-Appraisal  
-Compensating 
-Training/Development 
 

MNE 
Effectiveness 
-Competitiveness 
- Efficiency 
- Local 
responsiveness 
- Flexibility 
- Transfer of 
knowledge and 
learning 
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2.1.1 IHRM Policies and Practices  
According to Schuler et al. (2002) IHRM policies and practices involve the development of 
how individuals should be managed and specific HR initiatives. IHRM policies and practices 
include those related to planning, staffing, appraising, compensating, training and developing, 
and labor relations. HR planning ensures that the MNC has appropriate people at the right 
place and time. Staffing policies benefit from expatriation from third-country nationals 
(TCNs) and host-country national (HCNs). Performance appraisals are incorporated in the 
competitive strategies of MNC headquarters and host units. Compensation policies should be 
strategically and culturally relevant. Training and development prepare individuals to operate 
effectively and co-operate with other MNC units. The MNC can have the general guidelines 
for example in rewarding individual performance, but it is up to each local MNC unit to 
develop their own specific practices. (Schuler et al., 2002) We have chosen to look deeper at 
HR planning, staffing (recruitment and selection), training and development, appraising 
performance and compensation, since these areas provide the possibility for comparison with 
the areas of IHRM. 
 
Human Resource Planning 
Walker (1990) states that the human resource planning (HRP) is necessary to maintain the 
implementation of business strategy. Every company adapts their HRP practices comparative 
to these overall trends.  The author states that no company serves a perfect HRP role model. 
Indeed, planning can vary within large companies in approach, depth, and quality among 
divisions and corporate units. Here the challenge for companies is to develop that approach 
which best fit the organization’s strategic situation and management process. Schuler et al. 
(2002) add that the HRP should be a vital mean of engineering effective interunit linkage 
mostly by synchronizing the staffing, appraisal and compensation subsystems of IHRM. This 
planning must be comprehensive with the MNC’s overall strategy.  
 
Dowling and Welch (1991) see the clear need for IHRM to be linked with long-term strategic 
planning. The planning of the HR functions in a multi domestic industry will most likely be 
more domestic in structure and orientation. Sometimes, there may be considerable demand for 
international services from the HR function, but these activities would not be essential, 
instead many of these services may be provided via consultants or temporary employees. The 
main role for the planning of HR functions would be to support the primary activities of the 
company in each domestic market in order to achieve a competitive advantage (ibid).   
 
Dowling and Welch (1991) state that the development of HRM functions tends to follow the 
patterns of structural adjustment which follow international growth of firms. Responsibility 
for staffing the international division may be allocated to one person in the existing HRM 
department. When international activity expands, the HRM functions relate to this 
international activity and may be allocated to a separate international HRM department within 
corporate headquarters (ibid). 
 
International Human Resource Staffing 
Schuler et al. (2002) point out that staffing is a major IHRM practice that MNCs use to help 
to co-ordinate and control their global operations. Many MNCs concerned about the best way 
in identifying and selecting expatriates for foreign assignments. Molander (1996) states that: 
“recruitment, selection and placement are the activities concerned with finding suitable 
people to fill job vacancies within organizations” (p.80). Francesco and Gold (2005) define 
the recruitment and selection processes as: “recruitment involves attracting a pool of 
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qualified applicants for the positions available. Selection requires choosing from this pool the 
candidate whose qualifications most closely match the job requirements” (p.148). 
 
D’Netto and Sohal (1999) state that problems in recruitment processes can arise when 
interviewers have little or no understanding of special techniques suitable for interviewing 
applicants from different ethnic backgrounds. Many organizations conduct blanket literacy 
and language testing in recruitment instead of organizational and job-relevant criteria. 
According to D’Netto and Sohal (1999) foreign employees are often perceived as not having 
the right skills to promote into management position. 
 
The appropriate candidates to approach can fall into two categories, internal and external to 
the organization (Molander, 1996). When choosing internal candidates the organization gains 
some advantages in the form of cost reducing of advertising, recruitment and training, because 
the internal applicant is well known to the organization. The disadvantages of internal 
appointment can arise when “new blood into the organization” is required. During the 
selection process psychological tests, achievement tests, ability and aptitude tests, and face-to-
face interview usually used (ibid).  
 
Francesco and Gold (2005) state that international organization traditionally classified 
employees into three categories. First, there is parent-country national (PCN), where the 
employee’s nationality is the same as the organization’s. Second, a host-country national 
(HCN), is an employee with the same nationality as the location of the subsidiary. The last 
one is third-country national (TCN), where the employee’s nationality is different from both 
the organization’s and the subsidiary’s. Classification of employees in many organizations is 
important in terms of determining compensation, benefits, and opportunities for promotion 
(ibid). In table 2.1 below advantages and disadvantage of the different employee categories 
are presented.  
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Table 2. 1: The Advantages and Disadvantages of PCN, HCN and TCN 
Parent-Country National 
Advantages 

• Familiarity with the home office’s goals, objectives, policies and practices 
• Technical and managerial competence 
• Effective liaison and communication with home-office personnel 
• Easier exercise of control over the subsidiary’s operation 

Disadvantages 
• Difficulties in adapting to the foreign language and the socio-economic, political, cultural 

and legal environment 
• Excessive cost of selecting, training and maintaining expatriate managers and their families 

abroad 
• The host countries’ insistence on localizing operations and on promoting local nationals in 

top positions at foreign subsidiaries 
• Family adjustment problems, especially concerning the unemployed partners of managers 

Host-Country National 
Advantages 

• Familiarity with the socio-economic, political and legal environment and with business 
practices in the host country 

• Lower cost incurred in hiring HCN as compared to PCN and TCN 
• Provides opportunities for advancement and promotion to local nationals and, consequently, 

increases their commitment and motivation 
• Responds effectively to the host country’s demands for localization of the subsidiary’s 

operation 
Disadvantages 

• Difficulties in exercising effective control over the subsidiary’s operation 
• Communication difficulties in dealing with home-office personnel 
• Lack of opportunities for the home country’s nationals to gain international and cross-

cultural experience 
Third-Country National 
Advantages 

• Compromise between securing needed technical and managerial expertise and adapting to a 
foreign socio-economic and cultural environment 

• TCN are usually career international business managers 
• TCN are less expensive to maintain than PCN 
• TCN may be better informed about the host environment  than PCN 

Disadvantages 
• Host countries’ sensitivity with respect to nationals of specific countries 
• Local nationals are impeded in their efforts to upgrade their own ranks and assume 

responsible positions in the multinational subsidiaries 

Source: Adapted from Harzing and Van Ruysseveld, 1995, p.186.  
  

According to Dowling and Welch (1988) PCN is common in the early stage of 
internationalization. PCN practice is used when the lack of qualified host country nationals is 
perceived, and when there is a need to maintain good communication links with corporate 
headquarters. Schuler et al. (2002) state that MNCs send PCN abroad to ensure that the work 
will be done in connection with home office policies. Tarique, Schuler and Gong (2006) state 
that MNCs usually send HCNs abroad because of their familiarity with the culture of the host 
country and their ability to respond effectively to the subsidiary’s operations. TCNs are 
usually seen as a compromise between PCNs and HCNs (ibid).  
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Performance Appraisal  
Morley (2004) states that “performance appraisal is a managerial tool to control individual 
performance in organizations in order to achieve maximum performance” (p. 64). According 
to Badawy (2007) effective performance appraisal has two objectives: to create needed 
information for basis salary adjustment, and to identify areas for future performance 
development and growth.  
 
Ubeda and Santos (2007) state that performance appraisal can be used as a tool to identify and 
monitor staff’s competences. They point out that individual competences identified by 
performance appraisal are very important aspects concerning the success of a company’s 
competitive strategy. To implement performance appraisal system it is necessary to check 
which knowledge, skills and attitudes should be developed in order to improve the internal 
processes of the organization. Ubeda and Santos (2007) highlighted three aspects of 
performance appraisal which interact with each other: development, effort and behaviour. 
Nobody can compel individuals to be competent, but the MNC can create some conditions for 
their development, and motivation becomes here a key element of developing competences. It 
is very important for the employee to feel useful. Employees will be more motivated when 
they grasp that their competences is contributing to the development of their project. Some 
difficulties can arise when measuring the impact of developing competences regarding 
company performance. Many authors emphasize that performance appraisal systems are 
unclear in terms of what to measure and what is important. Human resource managers have to 
identify exactly how people contribute to a company’s result and how to measure this 
contribution (ibid). 
 
When it comes to designing assessment and compensation systems some problems can arise 
(Harzing and Van Ruysseveld, 1995). First, financial results of subsidiary are not always a 
good index for measuring the subsidiary’s actual contribution, resulting in that internal 
transfer prices may conceal actual performance. Therefore, it is important to view the result 
achieved by the individual subsidiary and their actual contribution to the companies overall 
objectives. Second, complications can arise when facing a long distance assessment. The staff 
could have difficulty in creating a precise image of the circumstances in which subsidiaries 
have had to operate to achieve their results. The third problem area is connected to the 
designing of the compensation systems. Difficulties can arise when companies take in account 
differences in purchasing power, competition in the local or regional labor market, fiscal 
system and extra compensation for expatriates. Then at the same time they should include 
elements which will increase employee’s commitment to the companies’ global objectives 
and companies’ culture (ibid). 
 
Ubeda and Santos (2007) state that understanding of the relationship between competence-
based management and performance appraisal is necessary. An organization can utilizes the 
performance appraisal system in a subjective way, in other words, not look at the relevance of 
foreign employees to the job. It can lead to irritation between employee and manager and/or 
employee-employee (D’Netto and Sohal, 1999). Ubeda and Santos (2007) highlight some 
main objectives of competence-based management: 
 
• To guide managerial decisions related to providing employees with the resources 

necessary for them to carry out their work satisfactorily, as well as to meet their training 
needs; 

• To plan staff’s activities and identify the work conditions that influence their 
performance; 
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• To guide the company’s human resource policies and guidelines; and 
• To reward, promote and even punish, warn or fire employees.  

 
Compensation  
When rewarding an individual there are two different forms of rewards, namely extrinsic and 
intrinsic rewards. Intrinsic rewards refer to self-administrated rewards by the individual, and 
provide a feeling of pride over a job well done. Extrinsic reward is initiated from outside the 
person, and it might be receiving praises from a supervisor (Ivancevich, Konopaske and 
Matteson, 2008). Examples of extrinsic rewards are; salary and wages, employee benefits, 
promotion, and interpersonal rewards. When talking about intrinsic rewards some examples 
are; completion, achievement, autonomy, personal growth.   
 
Harzing and Van Ruysseveld (1995) state that compensation should be more immaterial in 
nature. This might involve the person’s career prospects, for example the opportunity to grow 
within the company or participate in international exchanges of information which allow 
him/her to get involved in strategic policy planning.  
 
According to Dowling and Welch (1988) international compensation policies is a key issue 
for MNCs. Schuler et al. (2002) argue that employee compensation can be as significant as 
appraisal in fostering interunit linkage and the attainment of international strategic objectives. 
They continue by stating that for MNCs to create an effective compensation policy for 
employees they should strive to meet following objectives:  
 
• Attract and retrain employees qualified for overseas services  
• Facilitate transfers between foreign affiliates and between home country and foreign 

affiliates 
• Establish and maintain a consistent and reasonable relationship between  the 

compensation of all employees of any affiliate, whether posted at home or abroad, and 
between these of affiliates 

• Provide reasonable compensation, in the various locations, in relation to the practices of 
leading competitors 
 

Dowling and Welch (1988) state that compensation packages that MNCs provide usually tend 
to include following components: 
 
• Basic salary, which serves a number of functions. It represents a home country payroll 

value for the employees and provides a basis from which various allowances and special 
benefits are calculated from. 

• Premiums, cash payments, for taking the job located in a foreign country. Two 
allowances are included, adjustment allowance and a hardship allowance.  

• Cost-of-living allowance, which include general living costs, such as; education, 
housing, and tax equalization. It can help the employee/manager to maintain their 
normal living standards.  

• Additional fringe benefits, such as home country visits, car allowances and payments of 
parts of base salary in home or third country currency. 

 
There are a number of complex issues in the international compensation field. According to 
D’Netto and Sohal (1999) the main problems that can come up are inequality in income and 
bonuses, job recognitions, promotions and assignment of responsibilities. Dowling and Welch 
(1988) state that one of the major issues is that of inequity between PCN, HCN and TCN 
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employees. It is often that PCN employees receive higher level of compensation than a TCN 
or HCN doing a similar job. These inequalities have created negative reactions from the TCN 
and HCN and that is why it is such a major issue for MNCs (Dowling and Welch, 1988; 
Schuler et al., 2002; D’Netto and Sohal, 1999). D’Netto and Sohal (1999) continue with that 
differences in rewards for similar performance can create mistrust, lower morale and lead to 
loss of motivation and lower job satisfaction. 
 
According to Dowling and Welch (1988) another issue is the taxation and currency 
fluctuation when paying wages international. There must exist a tax equalization program so 
that the wager is safe from difference in taxation between the host country and the home 
country (ibid). 
 
Training and Development 
According to Francesco and Gold (2005) training and development focus on planning 
individual learning, organizational development, and career development. Human resource 
development (HRD) at international level is responsible for training and development of 
employees located in subsidiaries, to prepare expatriates for assignments abroad. Training and 
development are defined by Molander (1996) as the: “systematic process concerned with 
facilitating the acquisition of skills, knowledge and attitudes which result in improved 
organizational performance” (p.258). He states that the lack of training and development 
strategies within organizations can be viewed negatively by graduates. Low training 
organizations can lose their attractiveness to existing and potential labor.  
 
Harzing and Van Ruysseveld (1995) state that there are some areas for which training is 
required. They are: developing knowledge of specific organization to which the person will be 
assigned, which job and task skills required of him there, knowledge and understanding of 
local situation (social, cultural and legal), and therefore developing the special personal skills 
to perform well in that environment.  
 
Many MNCs realize the importance of training and the affecting factors of it (Molander, 
1996). For example, when an organization makes major technological or product-market 
changes, employees can require training and development in order to operate effectively in 
the new situation. An external factor can be the customers, as they can influence the 
company’s training through the requirement for quality. Cultural training is needed when 
working with cultural diverse groups or if one is being sent abroad.  
 

2.2 Managing Cross-Cultural Issues within IHRM  
This section will present different cross-cultural management issues within IHRM. The theory 
by Moore (1999) will go through different organizational views on cultural diversity. Other 
issues will be discussed, such as cross-cultural communication, cultural differences in 
managerial style, and differences in motivating employees. The theory by Silverthorne (2005) 
and Vodosek (2005) regarding cultural conflicts that can arise within organizations working 
international, will be presented at the end of this section.  

2.2.1 Organizational View on Cultural Diversity 
According to Adler (2002) cross-cultural management describes and compares organizational 
behavior within cultures; and seeks to understand and improve the interaction of co-workers, 
managers, clients, suppliers, and alliance partners from countries and cultures around the 
world. 
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D’Netto and Sohal (1999) state that “managing diversity includes a process of creating and 
maintaining an environment that naturally allows all individuals to reach their full potential 
in pursuit of organizational objectives” (p.531). Organization can effectively manage cultural 
diverse workforce through the effective integration of HR functions (ibid). 
  
Moore (1999) states that some organizational cultures are more positive and supportive than 
others, therefore the organizational view on diversity can create some barriers. He identifies 
four organizational perspectives on diversity, which are: parochial (diversity blind), 
ethnocentric (diversity hostile), synergetic (diversity integrating), and diversity naiveté. These 
are presented in table 2.2 
  
Table 2. 2: Approaches to diversity in organizations 

Perception 
on diversity 

Accompanying 
attitude to 
diversity 

Training implications Organizational implications  

Diversity 
Blindness 

Neutral: “Diversity 
is not an issue” 

Ignoring diversity training 
needs in the design and 
development of organizational 
training initiatives  

Extra, unrecognized demands on 
diverse members. No organizational 
area for discussing or highlighting 
opportunities and problems 
associated with diversity. 

Diversity 
Hostility 

Negative: 
“Diversity is bad” 

Active suppression of 
diversity. Promotion of 
“sameness” in training 
interventions 
Attempts to “homogenize” the 
workforce 

Explicit and implicit discrimination. 
Horizontal and vertical job 
segregation  

Diversity 
Naiveté  

Positive: “Diversity 
is good” 

One sided “romantic” training 
interventions focusing on 
“celebrating or welcoming 
diversity”  

Can damage and polarize groups 
who do not subscribe to the 
espoused position on diversity 
Can lead to unrealistic expectations 
from diverse groups  

Diversity 
Integration 

Realistic and 
functional: 
“Diversity does not 
automatically lead 
to positive or 
negative outcomes, 
but needs to be 
managed and 
integrated” 

Active training for diverse 
groups and development of 
skills in the management of 
diversity. Managing the 
opportunities and problems of 
diversity. Creating important 
preconditions for effective 
communication within 
heterogeneous groups  

Networks, mentoring and structural 
integration of “minority groups in 
organizations”  
Supportive organizational 
interventions such as flexible 
working conditions, childcare 
arrangements, ergonomic 
adjustments for disabled employees  

  Source: Adapted from Moore (1999) p. 212 
 
Moore (1999) states that poorly integrated heterogeneous groups can be at least as damaging 
for organizations as homogeneous groups, but diverse groups are not necessarily more 
effective than homogeneous ones. According to Adler (2002) the impact of cultural diversity 
can have both negative and positive influences on teams’ productivity. Team members can 
face some difficulties to see, understand, and act on situations in similar ways, and cultural 
diversity makes reaching agreement more complex. In another words, multicultural teams 
demonstrate less cohesion than most homogeneous teams. The higher level of mistrust, 
miscommunication, and stress diminish the teams’ cohesion. Lack of cohesion in cultural 
diverse teams causes decrease effectiveness of team functioning. Adler (2002) states that 
cultural differences can decrees teams’ ability to act appropriate.     
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Adler (2002) points out mistrust as a one of the common problems in multicultural teams, and 
results from unintentional cross-cultural misinterpretation rather than actual dislike. Another 
cause of mistrust is inaccurate stereotyping. Team members often stereotype colleagues from 
other cultures instead of seeing their skills. When there are more within-culture conversations 
it is a sign of mistrust, and people attract to other people of their own culture rather than to 
people of another culture (ibid). 
 

2.2.2 Cross-Cultural Communication  
According to Francesco and Gold (2005) some misunderstandings arise in verbal and 
nonverbal communication between people from different cultures. Usually people 
misinterpret the words and actions of people from other cultures and that can lead to major 
barrier to cross-cultural understanding (ibid).  
 
Cultural diversity can cause other problems by distracting communication (Adler, 2002). 
When some team members do not speak fluently the team’s working language or must use an 
interpreter, communication speed is slowed down and there are chances for errors (ibid). 
 
According to Silverthorne (2005) communication between cultures is difficult and involves 
different kinds of problems. Cultural and language barriers can strongly influence MNCs’ 
relationships. Devine et al. (2007) state that there is often a moment of misunderstanding 
when communicating, both verbal and non-verbal, and it can hinder working relationships and 
productivity. Kanter and Corn (1994) claim that language problems is one of the most obvious 
and first problems encountered when merging with a foreign company of another culture.  
 
Silverthorne (2005) states that problems in communication have different consequences on: 
production quality, decision making, motivation, teamwork, planning, conflict, and power. He 
emphasizes that effective communication between international business partners is very 
important to an organization’s success. Communication affects the quality of the exchange of 
information, work relationships and performance. Silverthorne (2005) continues by stating 
that effectiveness of communication in international relationships is influenced by harmony of 
national and organizational cultures and by the cultural diversity of the employee. Barriers in 
communication between different cultures lead to conflicts (ibid). 
 
According to Adler (2002) the stress in culturally diverse teams can arise due to tension of 
communication difficulties and lack of trust. Some symptoms of social stress within 
multicultural teams are bickering, apathy, single-party domination of discussions, 
inflexibility, and reprimanding.  
 
It is highly individual how people react, physically and psychologically, to the same event and 
why individuals identify a particular event as a job stressor (Silverthorne, 2005). Ivancevich et 
al. (2008) divided stressors into four main categories: individual, group, organizational, and 
non-work. 
 
Cultural differences play a significant role either independently or by interacting with 
individual characteristics (Silverthorne, 2005). Generally, stress occurs in connection to 
ambiguity or conflict, workload, lack of perceived control over events affecting a person’s 
life, job security, and the demand of the job (ibid).  
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According to Sriussadaporn (2006) problems related to intercultural communication in the 
workplace can be the following; mentality and accountability, task assignment, time 
management, language deficiency, and personal/ work relationships. 
 
Problems related to mentality and accountability 
Sriussadaporn (2006) states that employees can lack accountability due to the inability to 
think proactively, analytically and systematically. Language skills can also minimize the 
perceived accountability of the employee; they cannot express themselves appropriately. This 
will make it hard for the manager to coach the employee into being self-managing in planning 
and making decisions. The difference in mentality can produce problems. The manager wants 
the employee to be upfront and honest but this might be a problem for the employee due to 
cultural values and norms such as conflict avoidance, emotional control, and display of 
respect, tactfulness and modesty (ibid). 
 
Problems related to task assignment 
According to Sriussadaporn (2006) the employee might not show the right amount of 
commitment to an assigned task as the manager would like to see, and this might cause 
tension. When the manager assigns the employee a task, he expects the employee to inform 
him whether he can take the assignment or not but here the values and norms play in again. 
The employee might not be able to finish it on time but then he must inform the manager 
about this so they can solve this problem but then again cultural values and norms might 
hinder the employee to do this (ibid). 
 
Problems related to time management 
Sriussadaporn (2006) highlights some problems that can occur between the manager and the 
employee when it comes to time. The manager may want the employee to be more self-
discipline when it comes to time but the employee might be better at working towards tasks 
then towards deadlines. Punctuality and its importance might differ between the manager and 
the employee and this will cause tensions and problems (ibid). 
 
Problems related to language deficiency  
The employee may just not understand the manager due to obvious lack of language skills and 
this will create problems (Sriussadaporn, 2006). 
 
Problems related to personal/work relations 
The manager can feel that he is not accepted by the workforce and when trying to get more 
integrated he might make some mistakes (Sriussadaporn, 2006). In his culture it might be 
okay to have lunch with employees so that they can work on their personal relationship but in 
the employees’ culture this could be seen as favoring of employees and it can create tensions 
and problems. The way that the manager asks his employee to perform tasks might be the 
right way in his culture but in the employees culture it can come out in a wrong way (ibid). 
 

2.2.3 Cross-Cultural Management Styles 
According to Miroshnik (2002) different cultural environments require different managerial 
behaviors, as a certain type of behavior could be appropriate in one cultural setting, but may 
lead to failure in another. She emphasizes the culture as the first dominant factor of problems 
and failures of multinational businesses.  
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Miroshnik (2002) states that there are different views across cultures on how managers should 
manage; problems arise when managers from one culture interact with employees from 
another. She states that there are some significant differences in the behavior and attitudes of 
employees and managers from different countries. Ayoko and Härtel (2006) state that 
culturally diverse groups prefer different ways of being managed. Subordinates tend to think 
about their manager’s behaviors in terms of task-oriented behaviors and people-oriented 
behaviors. Some task-oriented skills are necessary for managers in order for them to be 
respected and be able to pull out the potential of group members. The first required skill is the 
technical skill and refers to knowledge of products, knowledge of work operations, 
procedures, markets, clients, and competitors. Another skill is a conceptual skill and refers to 
the ability to analyze complex events, to recognize changes, to identify problems and 
opportunities, solutions to problems, and have the ability to conceptualize complex ideas. A 
third skill is an administrative skill and is found as to be vital. It refers to the ability to 
perform relevant managerial functions such as planning, delegating, and supervising (ibid).   
 
Ayoko and Härtel (2006) recognize some important social skills for managers, such as, 
understanding interpersonal and group processes, ability to maintain cooperative relationships 
with people, ability in oral communication, and ability to understand the verbal and non-
verbal behavior of people. 

2.2.4 Motivation 
According to Silverthorne (2005) individuals with different cultural backgrounds have 
different needs and therefore will respond to different types of motivation. Effective leaders 
will understand what matters to each employee and what will motivate them. It is a good start 
with recognizing of type of motivator in a culture, but individual differences should play an 
important role as well (ibid).  
 
Silverthorne’s (2005) general assumption has shown that people tend to be motivated by the 
same things. He argued that managers tend to use four types of motivation, which can be 
adapted to fit the culture. The four types of motivation are: differential distribution of 
rewards, allowing subordinates to participate in goal setting and decision making, modify 
tasks or job design, and focus subordinates on strategic objectives to improve quality. 
Motivation across cultures or within multicultural organizations increases the challenges 
because people are motivated in different ways. Therefore it is hard to find equity in 
motivation between different cultures. It must be ensured that rewards are seen as fair, just 
and equitable (ibid).  

2.2.5 Conflicts   
Silverthorne (2005) point out three levels of organizational conflicts: intrapersonal, 
intragroup, and intergroup. Intrapersonal conflicts arise when members of an organization 
perform a certain task, activity, or apply a role that do not match the persons’ expertise, 
interests, goals, or values. Intragroup conflict occurs when disagreements arise between 
members of a group or between subgroups within a group. Intergroup conflict happens when 
disagreements between members occur of two or more groups (ibid).   
 
Vodosek (2005) identifies a number of outcomes of culturally diverse group’s conflicts. He 
distinguishes among three types of conflicts within culturally diverse groups. Relationship 
conflicts are characterized by interpersonal incongruity among group members. Task conflicts 
occur during disagreements about the content of group members’ decisions, involving 

 15



 
LITERATURE REVIEW 

different viewpoints, ideas, and opinions. Process conflicts involve disagreements about the 
way tasks should be accomplished by group members. 
 
There are some cultural differences when considering ethical issues. What is considered to be 
“good” or “bad” is not always the same in different countries (Silverthorne, 2005). MNCs 
operating within diversities, conflicting values and norms are becoming sensitive to cross-
cultural ethical differences, and therefore ethical issues across cultures become important 
(Silverthorne, 2005).  

2.3 Measures Adopted by MNCs to Solve IHRM Problems  
This section will discuss some different measures applied by MNCs to solve problems. The 
recommendations by Silverthorn (2005) will present how effective leaders should perceive 
leadership. Another theory by Silverthorne (2005) presents the recommendations for 
improving cross-cultural communication. Theory by Moore (1999) will present another way 
of preventing misunderstandings within cross-cultural diversity. Finally, theory by Graen and 
Hui (1996) will suggest the creating a third culture in order to bridge the cultural differences.  

2.3.1 Measures within Policies and Practices 
D’Netto and Sohal (1999) suggest that organizations must base their recruitment and selection 
processes on organizational and job-relevant criteria in order to gain benefits from cultural 
diverse workforces. They state that an effective manager recognizes that people from different 
backgrounds, cultures and experiences can bring new ideas to the workforce.  Recruitment 
and selection processes should include the job description and cover job relevant duties, 
qualifications, and experience and complies with anti-discrimination legislation (ibid). 
 
Effective performance appraisal systems can help the employee to enhance his performance 
by estimating how the employee is doing on the job and giving him the chance to correct his 
mistakes and obtain new skills. The improvement of performance appraisal system within the 
area of cultural diversity can be done through several steps. D’Netto and Sohal (1999) state 
that the problem of evaluating candidates who are culturally different can be reduced, if some 
of the decision makers are non-traditional managers. The techniques of good performance 
appraisal system should focus on evaluating the individual’s performance, not personality. 
D’Netto and Sohal (1999) claim that the appraisal process should be as culturally neutral as 
possible.  
 
One way of reducing wage disparities can be done by inserting the performance-based pay 
system for multicultural employees, since this system includes a direct relationship between 
pay and performance (D’Netto and Sohal, 1999). Another method is by giving good 
performers challenging assignments; such assignments prepare employees for promotion to 
more high-ranking positions within the organizations (ibid).  

2.3.2 Cross-Cultural Training 
Eliminating group differences in career outcomes can be maintained by training programs for 
culturally diverse employees, which can generate respect for individual differences in 
attitudes, values and behaviors (D’Netto and Sohal, 1999). Some practices suggested by 
D’Netto and Sohal (1999) in the area of training include:  
 

“ identifying specific training needs which are linked to the organization’s goals 
and objectives; assessing individual worker’s training needs (both traditional and 
nontraditional) to enable participation within a training program; developing 
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individual annual training plans which cover knowledge, operational and 
interpersonal skills, facilitating individuals’ entry into job/technical skills training; 
evaluating literacy, language and numeracy to assess ability to undertake 
job/technical training; linking training to award restricting, enterprise agreement, 
process improvement and pay scales; and identifying present skills of staff 
through an audit process which assesses language, literacy, numeracy and skill 
competency levels” (p.532). 

 
Diversity training 
Moore (1999) suggests that diversity training is required for effective integration of cultural 
diverse group members. Two approaches to diversity have challenges to the introduction of 
diversity training, they are: organizations which are cultural diversity blind and cultural 
diversity negative.  
 
According to Moore (1999) an important starting point in cultural diversity training is 
awareness about different challenges faced by people with different backgrounds within the 
organization. Training programs facilitate the understanding and appreciation of actual 
differences between people, such differences can arise in communicating and using language, 
different learning styles, different methods of dealing with conflicts, and different task and 
relationship orientation.  
 
Developing and integrating competencies and skills in a culturally diverse group is the next 
step of training presented by Moore (1999). It should create a mechanism where individuals 
learn to avoid damaging processes due to dysfunctional interpersonal conflict, 
miscommunication, higher levels of stress, slower decision making and problems with group 
cohesiveness. Moore (1999) states that the development of important communication skills is 
needed in order to achieve effective integration of competencies. These skills are: ability to 
consider viewpoints that may differ from one’s own, motivation to communicate, ability to 
negotiate and ability to face difficulties appropriately.  
 
Leadership 
According to Silverthorne (2005) leadership plays an important role in managerial and 
organizational success. To become more cross-culturally effective, leaders should better 
understand their own behavior and make reasonable accommodation. When operating with 
other cultures, leaders need to understand the cultural expectations of them. In other words, 
leaders need to check from time to time the employees’ perceptions of leadership. Leaders 
also need to be sure that cultural issues are incorporated when choosing the best leadership 
style.  To understand the differences in leadership styles is not enough in order to be an 
effective leader, since the perception and definition of leadership behavior also varies across 
cultures (ibid).  
 
Silverthorne (2005) states that an effective leader knows which leadership style to use and 
when to use it. He says that there are four different types of leadership styles: directive or 
instrumental, supportive, participative, and achievement oriented. Directive or instrumental 
leaders tell what is expected of subordinates, enforce special rules to guide them. The 
supportive leader creates friendly environment and is very attentive to the subordinates needs. 
The participative leader engages subordinates in to the decision-making process. The 
achievement-oriented leader sets high standards and shows confidence that subordinates will 
reach these standards. Silverthorne (2005) argues that an effective leader’s choice of 
leadership style is based on the nature of the task and the needs of the subordinates.  
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Communication training 
Silverthorne (2005) suggests that one way to improve communication between individuals 
with different cultural backgrounds is to provide training for managers on how to manage 
across cultures. 
  
Silverthorne (2005) suggests four rules to follow in order to reduce cross-cultural 
communication problems. First, managers should start by focusing on assuming differences in 
communication styles, rather than similarities. Understanding that persons are different is 
more likely to reduce communication problems across cultural groups. Secondly, managers 
should focus on describing a behavior, rather than the individual. It will make the person less 
defensive, and this will allow the manager to take time to understand the issue being 
discussed. Thirdly, the manager should show empathy and try to understand the issue from 
the worker’s perspective. Understanding the worker’s viewpoint gives the manager an 
opportunity to better understand what the worker tries to communicate. Finally, it requires 
more open listening from the managers’ side than usual and they must play an even more 
active role in the communication process than if they would be communicating with a person 
from the own culture (ibid).   

2.3.3 Creation of Third culture 
Graen and Hui (1996) suggest creating a third culture due to the partnership between different 
cultures. They emphasize the importance of the third culture when doing business with a 
foreign partner. It is not that one culture dominates over the other one, instead both cultures 
need to work together in order to create a third culture which works for both cultures. But 
Graen and Hui (1996) argue that a third culture can become effective and can be constructed 
only when the relationships between two culturally different companies are in the partner 
stage.  
 
According to Graen and Hui (1996) the third culture involves the bridging of cultural 
differences, as a way to bring compromises between different cultural practices. Cross-
cultural partners come up with some management techniques and programs that are 
acceptable to members of both cultures. For example, members of mixture of collectivistic 
and individualistic cultures may try to build some collectivistic components into the work 
structure. Creating this third culture reflects the characteristics of both of the business 
partners’ cultures. In another words this new cultural system includes elements of both 
cultures, therefore it is important to recognize possible cultural differences of both business 
partners.  
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Graen and Hui (1996) highlight the major characteristics of the two and the third culture 
which is shown in figure 2.2   
 

Two culture Third culture 
CYA Trust 
Compete Co-operate 
Confront                               Accommodate 
Short term Long term 
Legal contract Handshake 
Contract breach Mutual obligation 
Win/lose Win/win 

Figure 2. 2: Characteristics of two and third culture. 
Source: Adopted from Graen and Hui (1996) p. 66. 
 
Graen and Hui (1996) state that in two-culture relationships dealings characterized by “cover-
your-ass” (CYA) kind of attitude. Here the focus lay on short-term relationship and leads to 
competition and confrontation. Partners have to rely on legal contracts when they are doing 
business because of high probability of contract breach. In this type of partnership two 
partners are involved in a win-lose situation (ibid).  
 
According to Graen and Hui (1996) a third culture involves mutual respect and trust, and 
because of that, business partners can share long-term business dealings, in succession that 
can lead to co-operation and accommodation. When doing business these partners can rely on 
handshake and mutual obligation. These partners can be involved a win-win situation (ibid). 

2.4 Conceptual Framework 
This section presents a conceptualization of the most appropriate theories found in regard to 
our purpose and research questions from the literature reviewed in previous sections. The 
selected theories will then serve as a foundation for collecting our data.    

2.4.1 Conceptualization of Major Issues within IHRM in International Business 
The first step of our research is connected to the area of IHRM which consists of many 
different parts. Relying on theories we identified that there are no differences between MNCs 
and domestic companies in their HRM activities, but there are some special issues that only 
MNCs face. We have chosen to look at one of the major field of IHRM; it is a policies and 
practices. Policies and practices consist of many different components such as, planning, 
staffing, appraisal, compensating, and training and development. Looking at different 
components within policies and practices hopefully we can gain a better understanding of 
major differences between domestic and international HRM issues.   
 
It is important to take into consideration that when a firm moves abroad the HR system 
change in order to meet some external influences. The second step of our research considers 
one of the major external influence; the cultural issues. The issues of cultural diversity 
becomes complex when a firm decides to move abroad. There are some difficulties facing an 
international firm in connection with cultural issues. Here the managerial process of changes 
becomes more complex when a firm goes abroad.  
 
The third step of our research is to identify how MNCs overcome some problems within 
IHRM when they go to the foreign market. Issues or problems related to IHRM are important 
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to solve directly, otherwise these issues can grow into enormous problems that can decide the 
success or failure of the MNCs operations in foreign market.  
 
Theory by Schuler et al. (2002) will be used because as it is the most extensive one within this 
area.  Schuler et al. (2002) identify different elements of IHRM policies and practices, such as 
planning, staffing, appraising, compensating, training and development, and labor relations. 
We will examine what HR policies and practices the interviewed MNCs adapt.  
 
Human Resource Planning  
We will rely on the theory developed by Schuler et al. (2002) because it is extensive theory 
within planning HR. We will analyze the MNCs’ planning process of HR ensure that the 
companies have appropriate people when they are needed, or maybe some difficulties arise.   
 
International Human Staffing 
We will use the theory by Molander (1996) regarding selecting candidates categorizing in 
internal and external to the organization. Additionally, we will also use the theory by 
Francesco and Gold (2005), because it is relevant and descriptive regarding employee 
categorization into PCN, HCN and TCN. We will also use the theory by Harzing and Van 
Ruysseveld (1995) which complement Francesco and Gold (2005) with advantages and 
disadvantages of each category.  
 
Performance Appraisal 
The theory of Ubeda and Santos (2007) will be used since it is the most extensive theory 
within this area. We will analyze if MNCs implement performance appraisal and on which 
basis this appraisal system is focused on and if they know how people contribute to the 
MNCs’ result.  
 
Compensation 
We will look at if MNCs have effective compensation policy for their employee. D’Netto and 
Shoal’s (1999) theory will be complementing this area by identifying if MNCs differentiate 
their compensation to foreign employees. Theory by Dowling and Welch (1988) will be used 
to identify the basic components in compensation packages that MNCs provide.    
 
Training and Development 
The theory by Molander (1996) will be appropriate when analyzing if MNCs provide training 
for their employees/managers (foreign and domestic). Theory by Francesco and Gold (2005) 
will complete the theory above with identifying where the focus of the training is. The theory 
by Harzing and Van Ruysseveld (1995) describing which area the training should be 
provided, will be used.  
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2.4.2 Conceptualization of Cross-Cultural Issues Encountered by MNCs 
Perspectives on cultural diversity 
We have chosen Moore’s (1999) theory since it is the most extensive when it comes to 
describing the organizations view on cultural diversity. He points out four main perspectives 
on diversity. It will assist us in seeing if any of these views create cultural barriers issues.  

• Parochial (diversity blind) 
• Ethnocentric (diversity hostile) 
• Synergetic (diversity integrating) 
• Diversity naiveté (Moore, 1999) 

 
Cross-Cultural communication  
We will use Sriussadaporn (2006) theory on communication issues, and he states five 
different problem areas where intercultural communication can break down. We will analyze 
if the MNCs that we have chosen to interview have faced any of these problems.   

• Mentality and Accountability 
• Task assignment 
• Time management 
• Language deficiency 
• Personal/ work relationships 

 
Cross-Cultural Management Styles 
We will use Ayoko and Härtel (2006) and Miroshnik (2002) theories on management styles. 
They will complement each other in a good way because both talk about the need for 
adaptation of management styles in different cultures. We will analyze if the MNCs we have 
chosen have met any misunderstandings due to the cultural view upon the manager.    
 
Cross-Cultural Motivation  
Silverthorne’s (2005) theory on cross-cultural motivation will be applied by us to see if the 
MNCs in our interviews have faced any issues related to motivation.    
 
Cross-Cultural Conflicts  
Silverthorne’s (2005) theory on cross-cultural conflicts mentions three different levels of 
conflicts. Vodosek’s (2005) theory will complete Silverthorne’s (2005) theory because he 
mentions three different sources of conflicts within intragroup level. We will analyze if the 
MNCs have faced any conflicts accordingly with the theories.    

• Intrapersonal 
• Intergroup 
• Intragroup (Silverthorne, 2005) 

- Relationship conflict 
- Task conflict 
- Process conflict (Vodosek, 2005)  
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2.4.3 Conceptualization of Measures MNCs Adopt to Overcome IHRM Problems  
Cross-cultural training 
We will use D’Netto and Sohal (1999) theory concerning the employee training, and what 
MNCs should focus their training on. We will analyze if the MNCs are performing any 
employee training when trying to overcome IHRM problems.  
 
We will also use the theory of Moore (1999) which suggests diversity training for employees. 
We will analyze if MNCs are providing any diversity training to overcome IHRM problems.  
 
Silverthorne’s (2005) theory on manager training in communication and leadership will be 
used by us when analyzing if MNCs apply some cultural training for managers to overcome 
IHRM problems. 
 
Third cultural solution  
Graen and Hui’s (1996) theory on creation of a third culture to bridge cultural differences for 
overcoming cultural problems is relevant here in measures adopted by MNCs to overcome 
problems. We will analyze if MNCs are applying this in their problem solving strategies.  
 
A visual presentation of the conceptual framework is presented in figure 2.3 
 

 
Figure 2. 3: A Conceptual Framework for This Study 
Source: Authors own construction 
 
 

Policies and Practices 
• Planning 
• Staffing 
• Appraising 
• Compensation 
• Training and 

development 

Cross-Cultural Issues 
• Diversity view 
• Communication 
• Leadership styles 
• Motivation 
• Conflicts 

Measures 
• Cross-cultural training 
• Third culture creation 

RQ 1 

RQ 3 

RQ 2 
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3 METHODOLOGY 
In this chapter the methodology for the thesis will be presented. The chapter will present how 
we are going to collect data in order to answer our research questions and thereby reach the 
purpose of the thesis. This chapter will also present our research purpose followed by the 
research approach. The research strategy will be presented followed by a presentation of 
data collection, sample selection and a discussion about reliability and validity.  

3.1 Research Purpose 
According to Yin (2003) each research strategy can be used for all three purposes - 
exploratory, descriptive, or explanatory (causal).  
 
Exploratory 
When conducting exploratory research the researcher makes some insights in different areas, 
asks some questions and assesses phenomena in a new light. Most time spent on exploratory 
research is when the investigator tries to clarify his/her understanding of the problem, 
especially if the nature if problem is unclear. There are three ways of conducting exploratory 
research: a search of the literature, interviewing "experts" in the subject, and conducting focus 
group interviews (Saunders, Lewis and Thornhill, 2007). Exploration should have some 
purpose, however, the design for an exploratory study should state this purpose, as well as the 
criteria by which an exploration will be judged successful (Yin, 2003)  
 
Descriptive 
According to Saunders et al. (2007) when conducting descriptive research the investigator has 
a clear picture of the phenomena on which he/she will collect the data. Ghauri and Gronhang 
(2005) state that in descriptive research the problem is structured and well understood.  
 
Explanatory 
Saunders et al. (2007) state that explanatory studies establish causal relationships between 
variables. Emphasis here lay on studying the problem in order to explain the relationships 
between variables. According to Ghauri and Gronhang (2005) in explanatory research the 
researchers are confronted with "cause-and-effect" problems. The main purpose in such 
research is to isolate causes.  
 
Our research is primarily descriptive due to the fact that the stated research questions are 
formulated in a descriptive manner of a specific problem area. Our research is somewhat 
explorative, since our knowledge regarding IHRM and cross-cultural management were 
relatively small at the beginning of the study, therefore we began to explore within these 
areas. Exploration of our research was conducted in form of literature studies and discussing 
the problem area with our supervisor. We derived to our stated purpose, where we wanted to 
gain a deeper understanding of the IHRM issues encountered by Swedish MNCs in India. The 
research becomes explanatory when we start to draw conclusions of our findings.  

3.2 Research Approach 
According to Denscombe (2000) there are two types of researches, qualitative and 
quantitative, and the differences between these two lay in treating the data in various ways. 
 
Denscombe (2000) states that qualitative research has a tendency to understand words as a 
central analytic unit, it is also associated with describing and includes involvement from 
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researcher’s side in open research designs. Flick (2007) states that qualitative research uses 
text as empirical material, starts from the concept of the social construction of realities under 
study, and is interested in the perspectives of participants, in everyday practices and everyday 
knowledge referring to the issue under study.  
 
Flick (2007) had identified some common features of qualitative research: 

• By analysing experiences of individuals or groups: life histories or practices; they may 
be addressed by analyzing everyday knowledge, accounts and stories.  

• By analysing interaction and communication in the making. This can be based on 
observing or recording practices of interacting and communicating and analyzing this 
material.  

• By analyzing documents (texts, images, films or music) or similar traces of 
experiences or interaction.  
 

Flick (2007) states that: "Qualitative research is intended to approach the world out there and 
to understand, describe and sometimes explain social phenomena from the inside in a number 
of different ways" (p.ix). 
 
Our study will have a qualitative approach, since we found that this approach will be suitable 
for our study in collecting extensive data in order to reach our purpose.  

3.3 Research Strategy 
Yin (2003) states that there are different research strategies of collecting and analyzing 
empirical evidence, such as experiment, survey, archival analysis, history and case study. He 
says that there are three conditions on which these strategies distinguishes, they are: 

• The type of research question posed 
• The extent of control an investigator has over actual behavioral events 
• The degree of focus on contemporary as opposed to historical events.  

 
Case studies are preferred when “how” and “why” questions are being posed, when the 
investigator has little control over events, and when the focus is on a contemporary 
phenomenon within some real-life context (Yin, 2003).   
 
Saunders et al. (2007) define case study as “a strategy for doing research which involves an 
empirical investigation of a particular contemporary phenomenon within its real life context 
using multiple sources of evidence” (p.139).  
 
According to Ghauri and Gronhang (2005) the case study approach is associated with 
descriptive or exploratory research. A case study often involves primary data collection 
through multiple sources such as verbal reports, personal interviews and observations. Case 
study relies on investigation an object with many dimensions and then drawing an integrative 
interpretation. Here Yin (2003) emphasizes that the unique strength of case studies is its 
ability to deal with variety of evidence – documents, artifacts, interviews, and observations. 
   
Yin (2003) identifies four types of case study designs: single-case (holistic) design, single-
case (embedded) design, multiple-case (holistic) design, and multiple-case (embedded) 
design. When deciding which type of case study should be applied the consideration should 
be taken to what kind of data will be collected to address the research questions (ibid).  
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Single-case is appropriate when a particular critical case is used for testing an established 
theory (Ghauri and Gronhang, 2005). A single case is also used when the case is unique or 
extreme. Also, when the case is the representative or typical a single case design can be 
appropriate, in other words if the case study may represent a typical project within different 
projects. Finally, the single-case study is appropriate when a case is revelatory, where the 
investigator has an opportunity to study a phenomenon that previously was not accepted 
within scientific investigation (ibid).  
 
Multiple-cases do not involve rare, critical or revelatory cases (Ghauri and Gronhang, 2005). 
In multiple-case designs we should be clear that every case has to serve a particular purpose 
in the study that means that we have to justify the selection of each case (ibid).  
 
When we looked at different research strategies we decided to apply a case study strategy to 
gain a deeper understanding of the IHRM issues encountered by Swedish MNCs in India. 
Since our stated research questions reach the criteria of “how” questions where we have very 
little control over events, case studies were appropriate. In order to reach our purpose we have 
chosen to conduct a multiple case study. We choose two Swedish multinational companies 
co-operating with India in order to gain deeper understanding which barriers can arise within 
IHRM.  

3.4 Data Collection  
According to Ghauri and Gronhang (2005) the choice of data and how to collect these data, in 
what way and from whom, is important. The choices depend on the type of the problem, the 
needed information and data possibilities. The most common sources of evidence when 
conducting a case study are: documentation, archival records, interviews, direct observation, 
and physical artifacts (Ying, 2003).  
 
We have gathered our primary data based on interviews in order to collect data to our case 
studies, as Ghauri and Gronhang (2005) describe interaction between the researcher and the 
respondents. They say that there are some ways of data collection methods through the 
interview: by mail, by phone and face-to-face. Yin (2007) states that the interview is the most 
important source of information.  We have chosen to conduct interviews with selected 
companies by phone due to the time limitation. We had conducted interviews by following a 
certain set of questions that needed to be answered in order to obtain relevant data to the 
stated research questions. 
 
The interviews were conducted in Swedish in order to reduce the risks of misunderstandings. 
The interview guide is presented in Appendix A. Some secondary data was collected in 
addition to primary data in order to present some background information about the 
companies. The companies’ websites were used in order to find some more general 
information about the companies.  

3.5 Sample Selection 
Due to the stated research questions and conceptual framework the multiple cases were 
chosen. We chose WM-data and Ericsson in order to get a higher level of understanding 
within our research area. The reason for focusing on Swedish MNCs was based on the fact 
that it was easier to get access to information. These two MNCs were selected because of their 
Swedish backgrounds and their co-operation with India. WM-data and Ericsson do not belong 
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to the same industry, but that does not prevent an investigation of barriers within IHRM and 
makes it possible to compare.  
 
In order to be able to collect data we tried find the most appropriate respondents with 
experience of working with Indian employees. The chosen respondents were: Anders Ståhl, 
Program Manager at WM-data over all 18 projects with India, Anna Rundkvist, Project 
Manager at WM-data responsible for one project with India, and Jonas Carlsson, Sales 
Director India at Ericsson. We found that these respondents were the most appropriate people 
to interview in connection to our purpose and stated research question of the study.  

3.6 Data Analysis 
Yin (2005) states that: "data analysis consists of examining, categorizing, tabulating, testing, 
or otherwise recombining both quantitative and qualitative evidence to address the initial 
propositions of a study" (p.109). He claims that there are five specific techniques for 
analyzing case studies: pattern matching, explanation building, time-series analysis, logic 
models, and cross-case synthesis.  
 
The cross-case technique uses when a case study consists of at least two cases. The data 
analysis is easier and findings are more robust than having only one case. Most accepted 
technique for analyzing case study is using a pattern-matching logic, where an empirical 
based pattern is compared with a predicted one. The results of this comparison benefit a case 
study by strengthen its internal validity (Yin, 2005).  
 
According to Saunders et al. (2007) there are some sets of procedures when conducting 
qualitative analysis: categorization, unitizing data, recognizing relationships and developing 
the categories, developing and testing theories to reach conclusions.  
 

• Categorization: this activity classifies data into meaningful categories, data from a 
theoretical framework or collected data. These categorizations will provide relevant 
structure to a research project by helping to organize and analyze the data further.  

 
• Unitizing data: this activity will refer to categorizing units (number of words, 

sentences, or complete paragraph) of data. This activity can be achieved by using one 
or more of some analytical techniques described by Yin (2005) earlier. Using these 
techniques allow researchers to recognize patterns in data which indicate how to 
further analyze the data.  

 
• Recognizing relationships and developing categories: the analysis continues by 

searching key elements and pattern relationships in rearranged data, this can lead to 
revising of categories and reorganizing the data when seeking for meaning for data.  

 
• Developing and testing theories to reach conclusions: the connection between 

categories will need to be tested, in order for it to be concluded that this is an actual 
relationship. To test these relationships the hypothesis needs to be developed. Only by 
testing identified propositions will lead towards formulating valid conclusions.  

 
When it comes to data analysis we will rely on the theoretical propositions and procedures 
which were provided by Saunders et al. (2007). We will conduct a within-case analysis of the 
two case studies and analyzing each particular case. Then a cross-case analysis will be 
performed of these two chosen companies.  
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3.7 Validity and Reliability 
According to Yin (2005) it is possible to judge the quality of research, since the research is 
supposed to represent a logical set of statements. To establish the quality of any empirical 
research four tests can be used: construct validity, internal validity, external validity and 
reliability.  
 
Construct validity means establishing correct operational measures for the concepts being 
studied. Yin (2005) states that meeting the test of construct validity, a researcher must be sure 
to cover two steps: select the specific types of changes that are to be studied and demonstrate 
that the selected measures of these changes reflect the specific types of change that have been 
selected (ibid).  
 
Internal validity means establishing a causal relationship by addressing rival explanation, 
explanation building and using logic models (Yin, 2005). Ghauri and Gronhang (2005) add 
that internal validity means that the results obtained within the study are true.  
 
External validity is about establishing the domain to which a study’s findings can be 
generalized. Ghauri and Gronhang (2005) point out that the investigator must have a 
representative sample for the research.  
 
In order to affect the construct validity the interview guide was developed. The interviews 
were conducted in Swedish in order to reduce the misunderstandings and then were translated 
in to English. We have contacted the interviewees after interviews in order to check accuracy 
and when we had some additional questions. This has affected the construct validity of our 
study. Our choice of companies on different levels of development within IHRM increases the 
construct validity, since we have found possible to generalize it. In order to increase external 
validity more than one source in our data collected, since we try to achieve more complete 
and accurate answers. To increase the external validity even more some additional interviews 
could be provided, but due to limitation of time it was not possible.  
 
Reliability is demonstrating that the operations of a study, such as the data collection 
procedures, can be repeated, with the same results. The objective is, if the next investigator 
followed the same procedures as described by an earlier investigator and conducts the same 
case study to end up with the same findings and conclusions (Yin, 2005).   
 
In order to increase the reliability of this study we have attached our interview guide at the 
end of this thesis in order to make it possible for other researcher to repeat the same case 
study. To avoid misunderstandings and at the same time increase reliability we ensured that 
we had understood respondents and they understood our questions correctly. 
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4 EMPIRICAL DATA 
In this chapter we will present the empirical data that we have collected through our 
interviews with two companies: WM-data and Ericsson. 

4.1 Case One: WM-data  
Background 
WM-data is a leading Swedish IT service company in Sweden and has customers in Finland, 
Norway and Denmark. During the spring of 2006 WM-data was contacted by the leading 
European IT services company, LogicaCMG, with a proposal to combine forces. European 
IT-company LogicaCMG made a suggestion for an acquisition of WM-data. WM-data were 
supportive of this because it fulfilled its plans for both outsourcing and internationalization. 
 
LogicaCMG employs around 30,000 people across 36 countries and provides business 
consulting, systems integration and IT and business process outsourcing across diverse 
markets including telecoms, financial services, energy and utilities, industry, distribution and 
transport and the public sector.  By combining forces, LogicaCMG and WM-data became one 
of the largest IT services companies in Europe. Together the companies have nearly 40,000 
employees in 41 countries. 

WM-data’s strong presence in the Nordic region is geographically complementary to 
LogicaCMG’s strong presence in the UK, France and Netherlands. WM-data helps 
LogicaCMG target the Nordic region, since LogicaCMG has very limited activity in the 
Nordics. LogicaCMG provide WM-data with access to their leading global delivery capability 
with offshore centers in India, Eastern Europe and other low-cost countries. WM-data became 
part of a large international network, but continued to operate under the WM-data brand in the 
Nordic market. WM-data is a strong brand, which became even more attractive now that it is 
tied to an international group. 

Prior to the acquisition, WM-data was striving to expand their borders by trying to enter into 
other markets, and one of them was India. WM-data made one try to expand into India by 
cooperating with another MNC but this was not successful, because it became too expensive 
and WM-data therefore ended this cooperation. But when WM-data was acquired by 
LogicaCMG they did not need to try and enter India on their own because through the 
cooperation with LogicaCMG it gave them the access to already existing outsourcing 
activities in India; LogicaCMG already has 2500 employees in India. In connection with 
operations in India the GT integration program was developed by WM-data with the aim to 
cut costs and at the same time, to learn how outsourcing works and how to effectively utilize 
it. This program covers the major parts of WM-data’s organization and operations. WM-data 
is using Indian engineers for development of computer software for its customers. It is more 
cost efficient then using Swedish engineers and their customers are asking for more cost 
efficient solutions. WM-data is rather new within the field of outsourcing and lack experience 
in comparison with LogicaCMG, which has 5 years of experience from operations in India.  
 
We interviewed two persons at WM-data: Anders Ståhl, program manager in charge of 18 
projects in India and Anna Rundkvist who is project manager in one of the 18 projects in 
India. Both respondents are stationed at WM-data’s Stockholm office.   
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4.1.1 IHRM at WM-data 
Planning 
When discussing the planning of IHRM activities for their Indian operations WM-data state 
that they have their own HR department in India which does all the planning for HR activities 
for the Indian workforce that WM-data has in India. According to WM-data there is a lot of 
differences between Sweden and India when it comes to HR activities and issues. It becomes 
easier to use Indian HR personnel because they know how things are done in India and the 
need for training from WM-data is minimal.     
 
Staffing  
When it comes to the recruitment of Indian workers WM-data has established a HR 
department in India that takes responsibility for the recruitment of various projects and the 
wage issues for the workforce. Almost all workers in India are of Indian origin, since WM-
data believes that Indian workers have the right competence and technical skills within 
various areas. Therefore, it is not necessary for WM-data to send Swedish workers to India. 
WM-data pointed out a few reasons for employing Indian managers in India, and one of them 
was that an Indian manager already has knowledge of dealing with Indian culture and that 
facilitates it for WM-data. Another reason is that India is a more cost-efficient country and 
this brings an advantage when fulfilling WM-data's cost-cutting demands from LogicaCMG.  
 
When WM-data had started their activity in India in cooperation with LogicaCMG, WM-data 
needed a project leader for the employees in India. It was clear for WM-data that they needed 
an Indian project leader, who knows how to best manage Indian workers. WM-data allowed 
him to recruit his team, since he knew what he wanted out of them. WM-data emphasized that 
this idea would work well and it did not encounter any problems in relation to this decision.  
 
When WM-data requires a specific type of person to one of their projects in India it use the 
HR department in India to locate that person and then send him to Sweden for task training. 
The Indian candidates are often recruited externally, but if qualified staff already exists within 
the company it is much more cost-efficient for WM-data to employ that person.  
 
Appraising 
WM-data do not use any appraisal system mainly because they have not decided yet whether 
or not to have one.  
 
Compensation Policy 
The compensation policy at WM data is based on the fundamental thought, within 
LogicaCMG, meaning that when working abroad the consummation ability at home and at the 
foreign country should be equal. WM-data pays any eventual tax differentials between 
Sweden and the host country and they also offer, besides the normal wage, a hard-ship 
compensation for employees working in a third-world country due to the numbers of 
sacrifices that employees must make when working in a third-world country. The 
compensational thought in WM-data is that expatriates should basically have the same living 
standards as back home.  
 
Subsistence allowance provided from WM-data is higher for Indian employees in Sweden 
than for Swedish employees, since the cost of living in Sweden is much higher than the cost 
of living in India. In order to avoid any arguments from the Indian employees regarding the 
compensation differences WM-data has solved it by this way. WM-data states that Swedish 
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employees do not see this as a problem because the Swedish basic wage is much higher than 
the basic wage in India, due to numerous of global factors. WM-data does not have any 
Swedish employees in India that perform similar tasks as the Indian employees and this 
makes it difficult for the Indian workers to compare their wage with the Swedes wages. This 
contributes to minimizing the threat of problems related to wage differences. The 
compensation responsibility for Indian employees in India is handled by the HR department in 
India. Since the compensation image in India is so different from the Swedish compensation 
image and much more complicated, WM-data found it easier to establish an HR department in 
India who is accustomed with these differences.  
 
Preparation training 
At the moment, WM-data is about to send a Swedish engineer to India as a task instructor for 
Indian workers. WM-data is aware about requirement of preparation training for this type of 
assignments and their way of providing cultural training is to give him a vacation at the 
location where he will be working, before his assignment actually begins. WM-data believe 
that this will assist him when adjusting to the working environment in India. The Swedish 
engineer does not have a family and this will facilitate the whole preparation for the 
assignment, since there is no need for language training for a family. WM-data points out that 
it is important to provide training for the whole family when sending workers abroad. The 
plan at WM-data is that regardless of position in the company you should be able to get 
preparation training for overseas assignment if needed.   
 
The Swedish project leaders in connection with India receive one day of cross-cultural 
training in order to learn how to work with Indian employees. Preparation training includes; 
information about Indian culture, Indian business practices and the cultural differences 
between the two countries. This is done in forms of lectures by people with experience of 
dealing with Indian culture. The respondent, Anna Rundkvist stated that she tried to give her 
Indian employees preparatory information about the Swedish culture and the Swedish 
mentality but did not want to call it training because her experience dealing with cross-
cultural issues was not as developed as they should be if you were to hold cross-cultural 
training.  
 
When it comes to training programs for Indian project employees in India WM-data provides 
them with half-a-day of cross-cultural training in Sweden at the beginning of their 
employment, before they focus the training on their actual task and their role in the project. 
WM-data calls this the “knowledge transfer” program. WM-data realize that their preparation 
training for its employees, both Swedish and Indian, is not as advanced as it could be. WM-
data has had one incident that is partly related to the undeveloped preparation training. An 
Indian employee left one of their projects because there were no assignments for him to 
perform. WM-data tried to get him to Sweden so that they could let him participate in their 
“knowledge transfer” program but it took time to get the green card for him to come and work 
in Sweden and this made him leave the project.  
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4.1.2 WM-data in India: Cross-Cultural Management 
Communication misunderstandings  
Before the acquisition WM-data was primarily a Nordic company and all communication and 
documentation was done in Swedish, therefore WM-data had no problems related to 
communication. After they were acquisitioned by LogicaCMG and started to deal with India, 
WM-data faced one major issue that had to do with cultural differences, it was 
communication problems. WM-data realized that the Indian managers had good skills in 
English while Swedish managers lacked skills of English, and therefore some 
misunderstandings occurred. WM-data gave an example of such misunderstanding; the 
meaning of “must” and “should” in the two cultures. In Sweden “must” is considered to be the 
stronger word but in India the “should” is stronger in its meaning.  
 
Another issue that WM-data encountered was the problem of confirming that the Indian 
workers had understood what WM-data wanted them to understand. The Indian managers are 
much better at confirming that they are understood than the Swedes, and WM-data pointed 
out that it is something that Swedes must get better at. 
 
One issue that influenced the communication between Swedish and Indian employees is the 
geographical distance. Since the distance is large almost all communication is done by 
telephone meetings and this make the situation even more complicated in understanding each 
other. WM-data for example had faced difficulties concerning describing technical problems 
in detail in English for the Indian workers.  
 
WM-data has not encountered any problems related to time management in there Indian 
projects. However in the case of WM-data it can be noted that Indian employees are more 
punctual than Swedes.  
 
WM-data has noticed the problems related to that Indian culture prohibits an Indian to say 
“no” to another mans question because it is impolite and it can make the other person lose his 
face. Therefore, some difficulties can arise when a manager describes a task for an Indian 
employee and then asking him/her if everything was clear, the Indian cannot say “no”. This is 
one major cross-cultural issue that can create problems, often shown through frustration. 
 
Leadership Style 
WM-data has faced problems regarding the differences in leadership styles. Indian culture is 
very hierarchical and that Swedish mangers use the consensus way of leading, which can lead 
to misunderstandings when managing Indian workers. The idea of consensus culture is that 
everyone should be involved and feel involved in the decision-making process.  
 
The fact that the Indian society is hierarchical makes the Indian workers prefer a more 
authoritarian manager. There is a strong belief among Indian workers that it should be the 
manager who makes the decisions because that is why he has been chosen for leader, he 
knows best. It is not acceptable for an Indian worker to bypass a lower level manager and go 
directly to the higher level manager with some discussions, since the lower level manager 
loses his face in front of his co-workers.  
 
Another cross-cultural issue that WM-data has encountered is the fact that Indian employees 
are more used to getting detailed instruction from their leaders on how they should perform a 
certain task. If there is any information missing or if the task description is a little unclear then 
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the end result can be almost anything. Indian employees are used to work “in-the-box” and 
the Swedish employees at WM-data are more used to getting freedom when it comes to taking 
own initiatives, ask questions, find additional information on their own, or come with own 
suggestions. An Indian worker is used to think “in-the-box” while WM-data’s managers 
expect the employees to think “outside-the-box”. Swedish managers at WM-data are still not 
as good at specify tasks when dealing with system development as their Indian counterpart. 
The Indian engineers want tasks well specified when handed to them; they want to know what 
to do and how to do it. In the Swedish system development culture the engineer has a lot to 
say when it comes to the development of systems and he has a lot of freedom for creativity, 
but this is something that the Indian engineer does not like. They want clear instruction on 
what WM-data expect from them and what they are suppose to do. 
 
Motivation 
WM-data has realized that when it comes to motivation there are differences between the 
Swedish and Indian way of motivating employees. Indian employees need to feel technically 
anchored, the feeling of developing within the technical world is important. Swedish 
employees aim for claiming the corporate stair but Indian employees want to achieve different 
technical certifications or otherwise they will not feel motivation at work and most likely quit. 
Another motivating factor for Indian workers at higher levels is money, which is not as 
motivating for Swedish counterparts. For an Indian employee at lower level the motivating 
factor is well organized and structured work environment.  
 
Conflicts 
In general cross-cultural conflicts are rare at WM-data, but some have occurred, for example 
at the management level regarding agreements if one part does not hold the agreement. 
Another type of conflict is the task related conflict, which often occur on low employee 
levels. The foundation for this type of conflict is that Indians expect from Swedish managers 
the detailed task description and clear instructions. However, the Swedish managers are not 
good at providing specified task descriptions; instead they offer freedom for creativity. 
Therefore, some frustrations arise between two cultures because of not understanding each 
other. It can be that the Swedish consultant feels that the Indian co-worker wants 
specifications for all eternity and the Indian engineer feels that the Swedish consultant is bad 
at describing the duties.  

4.1.3 WM-data in India: Measures to Overcome Cross-Cultural Problems 
Governance program 
WM-data has a program that is developed in order to prevent any cross-cultural problems to 
arise and this is called “governance program”. The program manager at WM-data has 
telephone meetings with all the project managers, every 14th day to debrief them on progress 
and eventual problems. That way of controlling enables program manager to keep an eye on 
the progresses of the projects and it helps WM-data in preventing any major problems. This 
“governance program” assists in solving problems, it share solutions between projects which 
can assist other projects when problems arise.  
 
Bridge Manager 
WM-data is discussing the option of assigning a bridge manager to India. This manager will 
work as a communication link between Sweden and India, in the different projects. Nothing is 
decided yet but WM-data is investigating the possibility of using this as a measure for 
preventing communication misunderstandings. WM-data sees that this individual who will 
work as a bridge manager in India should have 8-10 years of experience working within WM-
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data and this will most likely result in that the manager will be of Swedish heritage. This has 
to do with the fact that WM-data has been a Nordic company for so long that all the 
employees with 8-10 years of experience of WM-data are Swedish.  
 
Creation of third culture 
WM-data is not working actively to establish a “third culture” that would bridge the cultural 
differences. Instead, Indian and Swedish employees developed mutual understandings on 
individual bases, realizing that their cultures are different and try to adapt and find a mutual 
respect towards each other. The program manager gave an example: when he communicated 
with Indian employee they often started with discussing the weekend and the families, but he 
tried to quickly get to the point of conversation. Now, he tries to adapt towards the Indian 
culture and starting the conversation with brief introduction about his family, while the Indian 
counterpart adapted towards Swedish culture and tries to keep the small talk shorter. 
Adaptation is something that individuals in WM-data are developing and not something that 
the MNC is developing.        
 
The project manager at WM-data works actively in trying to merge the two cultures so that 
the better of two worlds can be utilized, within their projects independently from the whole 
WM-data’s consciousness. The Swedish managers are working on better understanding their 
roles and responsibilities and the Indian managers are working on trying to let go of the 
hierarchical thinking and express their feelings about issues. This is making good progress 
and manly has to do with the fact that the Indian co-workers at WM-data has experience of 
working with companies from western countries and that they have very much started to say 
what is on their mind instead of not saying anything but they still have to be reminded 
occasionally. 
 
Knowledge transfer program 
WM-data uses a knowledge transfer program for Indian employees in Sweden. To eliminate 
the risk of misunderstandings from the Indian workers regarding their tasks in the project 
WM-data has developed the “onshore pilot” test for Indian employees in Sweden directly 
after they have received their task training. After arriving to India, the Indian workers take the 
"offshore pilot" test developed by WM-data for checking if the employees have understood 
their assignments. These two tests are used in order to control, how the employee has 
understood the task and if there are some needs of improvement to the knowledge transfer 
program.   
 
Preventing Conflicts 
At management level WM-data is very keen on monitoring the different projects closely so 
that eventual issues can be spotted before they turn in to problems. Project managers try to 
structure the working process to prevent opportunities for misunderstandings and 
development of problems WM-data sees this as very important in working to prevent cross-
cultural issues. When it comes to conflict solving training the project managers have not 
provided it for Indian project employees.  
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4.2 Case Two: Ericsson 
Background  
Ericsson is a world-leading provider of telecommunications equipment and related services to 
mobile and fixed network operators globally. Over 1,000 networks in 140 countries utilize 
Ericsson’s network equipment and 40 percent of all mobile calls are made through our 
systems. Ericsson is one of the few companies worldwide that can offer end-to-end solutions 
for all major mobile communication standards. 
 
India represents a very important country on the Ericsson map. Ericsson has been associated 
with the Indian telecommunications industry for almost a century. In 1903, the company 
supplied its first product to India - manual switchboards to the government. Since then, 
Ericsson has played a major role in spreading the cellular revolution in the country. The 
Indian market of cellular phones is at the moment one of the strongest, growing markets of the 
world. Ericsson estimates that in India there is over five million new cellular phone users 
every second month. Out of the 96 operational GSM mobile system networks in India 46 is 
supplied by Ericsson and has established itself as the leader in Managed Services in India.  
 
It was during 1993-1994 when India started with their GSM network that Ericsson really 
started their largest investments with stationing 100 employees in India to establish their 
presence and today the Ericsson has more than 3000 employees across 24 offices in the 
country. From basic telephony, intelligent networks, datacom and the most advanced telecom 
integration and services to mobile office applications and multimedia communications, 
Ericsson offers a complete spectrum of telecom solutions in India. 
 
We have interviewed Jonas Carlsson who is Sales Director India, Market Unit India Sri 
Lanka, stationed in Gothenburg.  

4.2.1 IHRM at Ericsson 
India is quite a bureaucratic country and when entering India and wanting to register the 
company there is a lot of paperwork that has to be done. Ericsson faced this when they wanted 
to establish themselves in India. Another difficulty that companies entering India faces is the 
Indian tax system. They have something that is called “sales tax”, tax that must be paid for 
each sold produce. Then there is something called “turnover tax”, which means that you must 
pay tax on your overall turnover made in India. India has 23 different states within the country 
and all these are surrounding the 3 major cities in India. There is also something called 
“border taxes”, which means that you must pay tax if goods cross borders of the different 
states. On top of this, Sweden’s former prime minister, Olof Palmé signed a taxation deal with 
India during 1970 that made it possible for double taxation of Swedish companies, by the 
Indian government, if they have the majority of their business in India. Then the Swedish 
company must pay tax for the turn over generated in Sweden as well as the turn over 
generated in India. This is not the case for Ericsson. However, a problem in India is that there 
is a widely spread corruption and this effect the business for many MNCs including Ericsson.          
 
Planning  
When it comes to planning of its IHRM in India, Ericsson has a whole HRM department, 
within their India headquarter, that handles all the issues related to HRM and planning of 
HRM operations for their employees in India. The managers operating from Sweden 
cooperates with the HR managers in India when they plan operations in India.   
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Staffing 
Ericsson exercise both internal and external staffing in India. They utilize “headhunters” in 
India if they need to find persons in India for key positions. But if they know someone within 
the organization that would fit the position that is vacant then internal staffing is used. There 
is a positive spirit among Ericsson employees towards working abroad. During the 
recruitment process, they do not reflect on the nationality of the applicant for the jobs and 
instead they focus on the competence of the individual. If this is during an establishing phase 
Ericsson is keen on sending individuals with experience of working abroad. It is even more 
preferable that this individual has experience of the actual country in mind. When deciding 
who to send to India there is a strong belief at Ericsson that this person must be open minded 
and have a strong respect towards other cultures. This person must act as an ambassador for 
Sweden and strongly believe that he is a guest in this country/culture and respect the 
differences, even if he feel that they are wrong.  
 
Appraising 
When showing appraisal for their employees for a work well done Ericsson gives them a 
financial bonus and this is something that they have not had any problems with in India or 
Sweden. Indian workers do not see any problems in receiving individual appraisal in public 
meetings even if they work in teams but in Sweden this would sting in the eyes of the other 
team members when one gets single outs as a good worker instead of the whole team getting 
appraisal. Ericsson sees that the Indian employees are more individualistic then their Swedish 
counterparts.             
  
Compensation Policy 
The compensation package that Ericsson offers to its employees who are sent abroad consists 
of a slightly difference in wage. Ericsson provides the employee with a car and the living 
arranges is also provided by Ericsson. There is a difference in compensation between an 
employee that works abroad and a local hired worker. This is because when you are sent 
abroad, you are working on an assignment and therefore receive a slightly different 
compensation: car, living costs and wage difference is unavoidable. Ericsson does not give the 
employees being sent to India with a hardship allowance. They did this before, during the 
expansion 1993 and 1994 their employees received a hardship allowance but now a days 
Ericsson does not see any reason for this. India has developed so much during the last 10 
years and today there is no hardship in living in India, according to Ericsson.  
 
Preparation training  
Ericsson does not offer any cross-cultural training for employees that they send abroad. The 
employee being sent abroad meats with the HR department in Sweden who helps him with 
practicalities of working abroad but no cross-cultural training. Instead of cross-cultural 
training for its employees Ericsson provides the employee being sent abroad with a 
guide/mentor that will help him settling in the new country and society. Ericsson also arranges 
meetings for the new employee with other Ericsson employees that has been in the country 
during some time and they can socialize and explain for the new employee how things are 
done in India. This is something that Ericsson feel is much better then providing cross-cultural 
training back home before the employee is sent abroad.  
 
Jonas Carlsson says that he felt that cross-cultural training never was an option for him. He 
felt that meeting more experienced employees in India helped him much more then cross-
cultural training would have done.   
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The fact that India is a democratic and open society is contributing to why Ericsson does not 
offer cross-cultural training for its employees being sent to India. There are not as many “do’s 
and dont’s” in India as it might be in a Middle East country due to the strong religious 
influences in Middle East countries.  
 
Ericsson does not offer cross-cultural training for its Indian employees and it is for the same 
reason as for the not providing Swedes with cross-cultural training. Ericsson sees no need for 
it. The Indian part of Ericsson’s business is managed like an Indian company where the only 
difference is that it uses Swedish management styles. Conflict training is not provided by 
Ericsson for their employees.        

 4.2.2 Ericsson in India: Cross-Cultural Management 
Organizational view on diversity 
At Ericsson there is a view upon diversity that all culture has their sides. It is more up to the 
individuals working in Ericsson to use their common sense and be more patient when working 
abroad. The managers should assume difference when working abroad and thereby not being 
surprised when differences occur. Ericsson has not had any problems due to diversity in their 
working places.   
 
Communication misunderstandings  
The fact that the majority of Indian citizens understand and speak English makes India a more 
attractive country to enter. Ericsson sees this fact as one of India’s strengths as a market 
compared with the Chinese market. English is the language that holds the country together, it 
is the only language that all Indians can use and understand each other.  
 
Ericsson does not have any communication problems due to difference in languages, Swedish 
and English. The large difficulty that Ericsson has encountered related to communication 
misunderstandings is the fact the Indian employees has problems with leaving a negative 
answer to a question that a manager asks. When an Indian employee is asked to perform a 
task he will avoid a negative response to the manager even though he knows that he will not 
be able to finish the task in the given time frame, it shows weakness. This is the major 
problem that Ericsson has encountered when dealing with communication problems. 
Managers at Ericsson must be clear and specific in their communication with Indian 
employees concerning time and task assignment to avoid misunderstandings.  
 
At Ericsson, throughout the entire working process, there is a risk for misunderstandings in 
communication. The philosophy of European companies when dealing with processes there is 
a straight line from point A to point B and all obstacles that you encounter you try to solve as 
efficient as possible. In India, it is different, when they face a problem they can be stuck there 
for weeks before someone makes a decision and the process can continue. This is a problem 
encountered by Ericsson that the misunderstandings can occur anywhere in the working 
process. 
 
The time perspective is quite different when dealing with Indian culture and Swedish culture. 
Ericsson has noticed that their Indian employees are not as addicted to deadlines as their 
Swedish counterparts. It is not unusual that it can take up to a week longer then planed for an 
Indian employee when performing an assignment. 
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Leadership Style 
The leadership style in India is hierarchical and employees in India have great respect for their 
leaders and managers. It is not considered polite to confront a leader or argue against him. On 
the other hand, at Ericsson, there is a more consensus leadership style, or so to say a “Swedish 
management style”. There is a respect towards your managers but you are not afraid to 
confront him or argue with him. Ericsson has not encountered any major difficulties dealing 
with this, and there is some adaptation of the leadership style when dealing with Indian 
employees but this is mainly done by the individual manager. Some Indian employees prefer 
the Swedish consensus management style and there are individuals who prefer the more 
hierarchical approach to management style.    
  
Motivation 
In the case of Ericsson, motivation is quite different when dealing with Swedish employee 
and Indian employees. Indian employees are more motivated by money and titles then the 
Swedish employees are. The Swedes are more motivated by the task it selves. The main 
reason to why Indians are so motivated by money is that India has no social welfare system 
like Sweden has, and therefore the money an Indian earns is for providence for his family and 
then this family will take care of him when he gets old. Titles and money are ways of getting 
social status in India.  
 
Ericsson has noticed that there is a wage spiral evolving in India at the moment due to the 
attractiveness of India as a market. New MNCs are entering India and they want Indian 
employees that are experienced with working for western MNCs and Indians are starting to 
understand that they can get more salary from new MNCs due to their experiences. Ericsson 
has, at the moment, a problem with high employee turnover in India mainly due to this wage 
spiral. The Indian workers are not as loyal to the company that they work for as Swedes. 
Indian worker are willing to change company if it generates more money for him and this is 
happening in India for Ericsson.       
 
Conflicts  
In Ericsson’s case there are the same conflicts in India as there are in Sweden. There is no 
difference in conflicts. There are conflicts that are related to employees not getting along due 
to personal reasons or managers that has different agendas. Ericsson has not noticed any more 
conflicts in India than there are conflicts in Sweden. The big problem that Ericsson has 
noticed when talking about conflicts is that it takes longer for a conflict surface in India than it 
takes for it to show in Sweden. This often makes the conflict more intense than it would have 
been if it was discussed at an earlier stage. All kinds of conflicts appear but they take longer 
time before surfacing in India.   

4.3.3 Ericsson in India: Measures to Overcome Cross-Cultural problems 
Cross-cultural Training  
Ericsson does not see that providing cross-cultural training for its employees in Sweden and 
India as a measure for overcoming cross-cultural problems. It is up to the individual employee 
to adapt to any cultural difference.  
 
Conflict solving 
When conflicts arise Ericsson uses the same policy in India as it uses in Sweden when dealing 
with conflicts. They try to discuss with the involved parties and try to solve it and if it does 
not help then they are assigned to other working areas to avoid that new conflicts arise.   
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Creation of third culture  
Ericsson as a company does not try to create a third culture but it is happening by itself 
because Swedish managers who are sent to India are making adaptations and so are the Indian 
employees that they interact with. The managers from both countries are thinking about the 
differences and are quite aware about these differences and they are all trying to adapt. If the 
organization has a strong culture within itself, like IKEA, then there would be more 
adaptation from the Indian side but in the case of Ericsson it is more 50-50 in adaptation. 
Ericsson, which operates within the service industry, is working with highly educated Indian 
employees and it is a mutual business understanding that you must do some adaptation where 
ever you are in the world. 
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5 ANALYSIS 
In this chapter we will conduct the analysis of our collected data. We will start with 
performing within-case analysis separately for each of the cases. Finally, we will conduct the 
cross-case analysis for both cases, comparing them with each other.  

5.1 Within-Case Analysis of WM-data 
In this section we will be comparing the data collected from our interview with WM-data to 
the theoretical framework.  

5.1.1 IHRM Policies and Practices 
WM-data’s IHRM policies and practices involve specific HR initiatives, such as: planning, 
staffing, compensation policy, training and development, which are in accordance with 
Schuler’s et al. (2002) theory. But one element that WM-data do not include in their policies 
and practices is appraisal system. According to Schuler et al. (2002) IHRM policies and 
practices consist of planning, staffing, compensation policy, appraisal system, and training 
and development.   
 
Planning 
According to Schuler et al. (2002) human resource planning should be organized by 
synchronizing the staffing, appraisal and compensation subsystems of IHRM. This theory is 
in line with WM-data’s way of organizing, by establishing the own HR department in India 
which performs all planning of HRM issues, it facilitates the organization’s activities.  
 
Staffing 
WM-data select and recruit the employees to India through their HR department in India. 
WM-data prefer to employ the workers by the same nationality as their subsidiary; Indians in 
India, since that way of recruitment facilitates the operations within the organization. It favors 
the company in several ways, by the familiarity of the employee with the environment and it 
also provides the company with the low cost opportunity.  The collected information from 
WM-data is generally consistent with the theory by Francesco and Gold (2005), when it 
comes to classification of employees within the organization.  
 
According to Molander (1996) selecting candidates to the job can be categorized as an 
external or internal selection. WM-data in India often recruited candidates externally, but if 
the appropriate employee already exist within the company it is more profitable for WM-data 
to employ that person.  
 
Training and Development 
Training and development is required within organizations to prepare employees for 
assignments abroad (Francesco and Gold, 2005). WM-data realizes that it is important to 
provide preparation training for overseas assignment, which is in line with the theory of 
Francesco and Gold (2005). WM-data decided to send a Swedish manager to India as a task 
instructor, and they provided cultural training for that person by sending him on a vacation to 
the location where he would be working so that he could adjust to that foreign environment.   
 
WM-data provide some training programs for Indian employees, including half-day cross-
cultural training in Sweden and training for their actual task and their role in the project, 
which also is in line with the theory by Harzing and Van Ruysseveld (1995) as they stated that 
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there are some areas for which training is requires, one of them is the developing knowledge 
within job and task related.  
 
WM-data realized that their training program needed to be more developed, since the 
company hade met some negative sides because of their partial training program. That is in 
accordance with the Molander (1996) theory who says that the lack of training strategy within 
organization can be viewed negatively by existing or potential labor.  
 
Compensation Policy 
The basic compensational thought within WM-data is that the Swedish expatriate should have 
the same living standards abroad as back home. That statement is in line with the Dowling et 
al. (1988) theory, which states that compensation packages should include such components 
as, basic salary, premiums in form of hardship allowance, cost-of-living allowance 
maintaining the normal living standards, and additional benefits.  
 
According to D’Netto and Sohal (1999) the differences in rewards for similar performance 
can create mistrust between employees. That is not relevant for WM-data, since their Indian 
and Swedish employees do not perform similar tasks, which makes it difficult for comparison 
of wages between Indian and Swedish employees. 

5.1.2 Cross-Cultural Issues  
Companies view on cultural diversity 
According to Moore (1999) some organizational cultures are more positive and supportive 
than others, and therefore the organizational view on diversity can create some barriers. He 
identifies four organizational perspectives on diversity: parochial, ethnocentric, synergetic and 
diversity naiveté. Based on the conversation with WM-data and all information we got we 
take the freedom to categorize them under one of these points. WM-data realize that some 
problems arise because of the cultural differences within the organization. Cultural difference 
is not seen as a barrier, but WM-data do realize that some improvements are needed and they 
are working on it, therefore we will classify WM-data under the synergetic perspective.  
 
Communication 
According to Sriussadaporn (2006) problems related to intercultural communication in the 
workplace can have the following origin: mentality and accountability, task assignment, time 
management, language deficiency, and personal/work relationships. Sriussadaporn (2006) 
states that problems related to mentality and accountability arise when employees have the 
ability to think proactively, analytically and systematically. That is in line with WM-data’s 
statement, that Indians want exact description of their duties, while Swedish managers want to 
give a lot of freedom for creativity for the engineers. Problem related to task assignment arise 
at WM-data due to the differences in cultural values and norms of employees. An Indian 
cannot say "no" though they do not understand the whole task description. This is in line with 
Sriussadaporn (2006) statement as he states that this kind of problem can arise when the 
employee does not show the right amount of commitment to an assigned task, but that can be 
caused by differences in cultural value and norms. The next problem that WM-data face is 
related to the language deficiency. Swedish managers lack English skills and this makes it 
difficult when explaining to the Indian employees technical aspects of their task, therefore 
misunderstandings arise. That is in accordance with Sriussadaporn (2006) who states, that the 
lack of language skills create different problems.  
 
 

 40



 
ANALYSIS 

Management style 
As Miroshnik (2002) states, some problems can arise when managers from one culture 
interact with employees from another due to different views on how managers should 
manage. That is in line with WM-data’s situation, since they realize that Indians and Swedes 
have different perspectives on how to manage and how people want to be managed. 
According to Ayoko and Härtel (2006) the cultural diverse employees prefer different ways of 
being managed. In the WM-data case the Indian want detailed instructions of tasks, while 
Swedish managers prefer to give freedom to employees to make their own decisions. Another 
issue is that Indian employees are more accustom to hierarchical management style, but 
Swedes are more oriented towards consensus when managing. These different views on 
leadership styles had create misunderstandings between cultures. 
 
Motivation 
Silverthorn (2005) argues that individuals with different backgrounds have different needs 
and therefore respond to different types of motivation. In the case with WM-data, they realize 
that there are some differences in motivation between Indians and Swedes. Indians want to be 
motivated by technical development and money, and wanted well organized and structured 
work environments. WM-data take all of these factors into consideration when motivating 
Indian workers.  
 
Conflicts 
Silverthorn (2005) had mentioned three different levels of conflicts within organizations: 
intrapersonal, intragroup and intergroup. In the case of WM-data the cross-cultural conflicts 
are rare, but some occur. These are on management level regarding agreement, and task 
related conflicts occurring on low employee level. Therefore, we can classify that the most 
common conflicts that occur at WM-data are on intragroup level.  

5.1.3 Measures Adopted  
Cross-cultural training 
WM-data provide a half-day of cultural training for their Indian employees when they arrive 
to Sweden. Swedish managers get one-day cross-cultural training in order to learn how to 
work with Indian people. WM-data provides cultural training for their Swedish employees by 
sending them on vacation to India so that they get knowledge of the Indian culture. This is in 
line with the theory by D’Netto and Sohal (1999) as they state that by maintaining training 
programs for culturally diverse employees can eliminate group differences in career 
outcomes.  
 
According to Moore (1999) the important starting point in cultural diversity training is 
awareness about different challenges faced by people with different cultural background. This 
theory is in accordance with WM-data’s statements, that they provide some introduction 
information to their employees, both Swedes and Indian, about cultural differences. In other 
words, WM-data makes their employee aware about some cultural differences between the 
two countries. Also, WM-data uses a “governance program” to prevent any cross-cultural 
problems, this is done by the program manager over Indian projects by telephone meeting 
with all project leaders each 14th day.  This program allows discussing some already existing 
difficulties and preventing some major problems.  
 
The next step that Moore (1999) has pointed out is the importance of developing integrated 
competencies and skills in a culturally diverse group. The organization should create a 
mechanism where individuals will avoid damaging processes such as interpersonal conflicts, 
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miscommunication, higher level of stress and problems with group cohesiveness. This theory 
is in line with WM-data’s measures, as we know by collected data that they use a “knowledge 
transfer” program for Indian employees when they come to Sweden for training. To eliminate 
the risks of misunderstandings WM-data use two tests for Indian employees to control their 
perception of task, one is called “onshore pilot” test that is taken in Sweden, and another 
called “offshore pilot” test taken after the Indian worker arrived to India.  
 
Leadership 
Silverthorne (2005) states that an effective leader knows which leadership style to use and 
when to use it. He pointed out four different leadership styles: directive or instrumental, 
supportive, participative, and achievement oriented. We took the freedom to classify WM-
data’s managerial style under the supportive leadership style, since they strive to create the 
friendly environment for their workers and give them liberty in conducting their tasks. The 
Indian are accustom to more hierarchical leadership style or directive. WM-data take this into 
consideration and try to compromise in some situations, by adapting somehow to the Indian 
style of leadership and at the same time trying to teach the Indians worker to adapt their style 
of management.  
 
Communication 
WM-data provide language training program for employees if it is wanted by the employees. 
WM-data is at the moment planning to assign a bridge manager to India as a communication 
link between Sweden and India, since some difficulties had arose when Swedish managers 
tried to communicate with Indian by telephone. This is supporting the theory by Silverthorne 
(2005) who suggests that MNCs should provide language communication training for their 
employees to overcome any communication problems. 
 
Third culture solution 
Graen and Hui (1996) suggest creating a third culture between different cultures, when 
companies are in the partnership stage. They pointed out that it is not that one culture 
dominates over the other one, instead both cultures need to work together to create a third 
culture. That theory is somewhat in line with WM-data’s activities. WM-data is not working 
actively to establish a “third culture” that would bridge the cultural differences. Instead that 
happens on a subconscious level from both sides through the compromising between different 
cultural practices.  

5.2 Within-Case Analysis of Ericsson 
In this section our collected data from the interview with Ericsson will be compared with the 
theoretical framework.  

5.2.1 IHRM Policies and Practices 
The theory by Schuler et al. (2002) identified five different elements of IHRM policies and 
practices, such as planning, staffing, appraising, compensating, training and development. The 
data collected from Ericsson indicates that all of these elements are present in Ericsson’s 
IHRM policies and practices.  
 
Planning 
Ericsson has a HR department in their India headquarter which does all the planning of HRM 
operations and all issues related to HRM.  According to the theory by Schuler et al. (2002) 
human resource planning should be an indispensable means of engineering effective interunit 
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linkage mostly by synchronizing the staffing, appraisal and compensation subsystems of 
IHRM. This is something that Ericsson has thought of when establishing themselves in India. 
 
Staffing 
Molander (1996) states that when MNCs are recruiting employees it can be done internally or 
externally and our data from Ericsson indicates that they do both. If the right person for the 
job exists within the Ericsson organization they are recruited internally. Ericsson also uses 
headhunters who find the appropriate persons outside Ericsson, so called external staffing. 
The theory by Francesco and Gold (2005) suggests that MNCs categorizes employees into 
three groups; PCN, HCN and TCN. In the case of Ericsson they do not consider the 
nationality of the persons they hire, they instead look at the individuals’ competences and 
personal traits to see if it fits the job. However, if this recruitment is during an establishment 
phase then Ericsson would prefer that the employed individuals have experience of working 
abroad and experiences of that country.   
 
Appraising    
When Ericsson want to show appraisal to workers when they have done something good they 
often give them a financial bonus and this is something that Ubeda and Santos (2007) think is 
important for MNCs to do. Ubeda and Santos (2007) argue that appraisal systems can be used 
to develop employee competences. Nobody can compel individuals to be competent, but the 
MNC can create some conditions for their development, and motivation becomes here a key 
element of developing competences, it is very important for the employee to feel useful.  
 
Compensation  
The theory by Dowling and Welch (1988) regarding compensation policies states what a 
compensation package should include. It should include the following components; basic 
salary, premiums, cost-of-living allowance, and additional fringe benefits. Ericsson’s 
compensation package is coherent with the theory in all points except on the one dealing with 
premiums. Ericsson does not give its employees in India any hardship allowance because they 
feel that it is not necessary, since the country has developed so much that it is not a hardship 
living there. Dowling and Welch (1988) argue that if the MNC has differences in 
compensation for PCN, HCN and TCN that it will create tension. Ericsson states that they 
have differences in compensation this is because when you are sent abroad, you are working 
on an assignment and therefore receive a slightly different compensation. Car, living costs and 
wage difference is unavoidable. Ericsson has not encountered any problems due to this in 
India.  
 
Training and development  
Both Molander (1996) and Francesco and Gold (2005) emphasize the importance of providing 
preparatory training for employees by MNCs. Ericsson do not provide preparatory training for 
employees instead they provide the employee that is being sent abroad with a mentor/guide 
that will help him adjust and settle in the new environment. Ericsson feels that this gives 
better results than a preparatory training program would. Ericsson does, for the same reason, 
not provide any training for employees in India. They see no need for that.  

5.2.2 Cross-Cultural Issues 
Perspectives on cultural diversity 
Ericsson states that all cultures has theirs sides and that it is up to the individuals to adapt and 
adjust themselves to diversity. This is somewhat coherent with theory by Moore (1999) who 
states four different organizational perspectives on cultural diversity; parochial (diversity 
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blind), ethnocentric (diversity hostile), synergetic (diversity integrating), and diversity 
naiveté. In the case of Ericsson we took the freedom of classifying them as one of these types, 
and they are more or less in line with the parochial view upon cultural diversity. Yet, they 
have not encountered any problems related to cultural diversity. 
 
Cross-Cultural Communication 
The theory by Sriussadaporn (2006) on communication problems states that it can occur in 
five different areas which are; mentality and accountability, task assignment, time 
management, language deficiency, and personal/ work relationships. Ericsson state that they 
have problems with misunderstandings in communication that is related to the difference in 
time perspective between Swedes and Indians. This is coherent with the Sriussadaporn (2006) 
regarding time management. Ericsson also faces problems due to that Indian workers can not 
respond in a negative manor when being assigned a task and this is confirming Sriussadaporn 
(2006) theory regarding the mentality and accountability and task assignment issues. 
 
Cross-Cultural Management Styles 
Both Ayoko and Härtel (2006) and Miroshnik (2002) argue that there are differences across 
cultures how managers should behave and how workers want to be managed. They also stress 
the need for adaptation of management style across cultures to avoid problems. This is all 
confirmed by Ericsson. There are differences between Swedish management and Indian 
management, since the Swedish management is more consensuses and the Indian 
management is more hierarchical. Ericsson practices Swedish management style and has not 
encountered any problems because of this.    
 
Cross-Cultural motivation 
Ericsson states that Indian workers are more motivated by money and titles than their Swedish 
counterparts. In Sweden it is more important with the actual content of the task than money 
and titles. Ericsson uses financial motivation; if a worker does a good job then he can receive 
a bonus in his wage. Silverthorne’s (2005) theory about cross-cultural motivation means that 
there are differences across cultures regarding what motivates workers. Ericsson is coherent 
with the Silverthorne (2005) theory regarding cross-cultural motivation.  
 
Conflicts 
Silverthorne’s (2005) theory on cross-cultural conflict mentions three different levels of 
conflicts: intrapersonal, intragroup, and intergroup. In the case of Ericsson, when conflicts 
occurs they are often between employees who disagree and this is coherent with the 
intragroup level of conflict that is stated by Silverthorne (2005). Intragroup conflicts occur 
when disagreements arise between members of a group or between subgroups within a group 
the theory by Vodosek (2005) states three different types of conflicts that can occur and these 
are: relationship conflict, task conflict, and process conflict. In the conflicts that occur at 
Ericsson in India they often are of personal reasons and sometimes disagreement on how a 
task should be preformed. The case of Ericsson is coherent with two out of three of the types 
of conflicts stated by Vodosek (2005); relationship conflicts and process conflicts.  

5.2.3 Measures Adopted 
Cross-cultural Training  
Theory by D’Netto and Sohal (1999) argues that cross-cultural training can be used in 
effectively minimizing tensions due to cultural differences. Ericsson does not offer any cross-
cultural training for employees sent to India or for Indian employees. But, Ericsson has 
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encountered some difficulties due to cultural differences and Ericsson has noticed that there 
are needs for providing cross-cultural training for their employees to prevent problems.  
 
Diversity training  
The theory by Moore (1999) regarding diversity training for employees suggests that diversity 
training is required for effective integration of cultural diverse group members. Ericsson does 
not provide any diversity training for their employees because they do not feel that diversity is 
an issue for them.  
 
Manager training in leadership and communication 
Silverthorne’s (2005) theory on management training supposes that there are leadership 
differences across cultures and managers must adapt their management style to the local 
preferences if they want to be successful. Ericsson does not provide any training for their 
managers sent abroad concerning adaptation, instead Ericsson except the managers to adapt 
individually, which they are doing. Ericsson is not supporting the theory.  
 
Silverthorne (2005) suggests that one way to improve communication between individuals 
with different cultural backgrounds is to provide training for managers on how to manage 
across cultures. This is not the case in Ericsson they do not offer any communication training 
for employees. But, Ericsson has a strong belief that you must choose the right kind of people 
to send abroad. The manager must expect differences when working abroad because it will 
help him in understanding differences when they occur. Ericsson is not coherent with the 
theory regarding communication training.       
 
Third culture solution 
The theory by Graen and Hui (1996), creation of a third culture they states that MNCs should 
try to create a third culture out of the two existing cultures in an effort to bridge cultural 
differences. In the case of Ericsson as a company does not try to create a third culture but it is 
happening by it selves because the Swedish managers that are sent to India are making 
adaptations and so are the Indian employees that they interact with. The managers from both 
countries are thinking about the differences and are quite aware about these differences and 
they are all trying to adapt. The theory is somewhat coherent with the data collected from 
Ericsson when it comes to Third culture creation.         

5.3 Cross-Case Analysis  
In this section the collected data from the two cases will be compared through a cross-case 
analysis, where the individual companies will be compared to each other.  
 
Table 5.1 shows the answers given by the two companies regarding the IHRM policies and 
practices that they are using in their Indian operations.  
 
Table 5. 1: Cross-Case Analysis of IHRM policies and practices 
   WM-data  Ericsson 
Planning YES YES 
Staffing YES YES 
Appraising NO YES 
Compensating YES YES 
Training and Development  YES NO 

As can be seen in table 5.1 WM-data and Ericsson is more or less using the same IHRM 
policies and practices in their operations in India. WM-data uses all but one, appraising while 
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Ericsson uses all but training and development. Table 5.2 displays the two companies answer 
regarding how they perform the planning part of their IHRM in India. Both companies have 
established an HR department in India.    
 
Table 5. 2: Cross-Case Analysis of planning 
          WM-data Ericsson 
Planning HR department in India HR department in India 

 
When comparing the two cases regarding the planning of their IHRM in India both WM-data 
and Ericsson stated that they had established a HR department in India to handle all issues of 
IHRM for their employees in India. This is, according to both MNCs, much easier then 
having a HR department in Sweden handling all HR issues for employees in India. The HR 
department in India better understands the Indian manner regarding HRM. Table 5.3 displays 
the answers from the two companies regarding providence of training for its employees.  
 
Table 5. 3: Cross-Case Analysis of Training and Development 
     WM-data  Ericsson 
Training for Indian workers YES NO 
Training for Swedish managers YES NO 
Training for Swedish expatriates YES NO 

 
There is a clear difference between the two companies when it comes to training for 
employees. This is clearly displayed in table 5.3, where WM-data provides training for all its 
employees while Ericsson does not provide any training at all for none of its employees. 
Table 5.4 shows the responses regarding staffing policies that the two companies use.  
 
Table 5. 4: Cross-Case Analysis of Staffing 
   WM-data  Ericsson 
Staffing HCN PCN, HCN, TCN 
External/Internal Most External, some Internal External and Internal 

 
There are differences between the two companies regarding view on PCN, HCN and TCN and 
also on the use of external and internal recruitment as can be seen in table 5.4 above. Ericsson 
does not consider the nationality of employees when staffing their operations in India; it is the 
individuals’ competences that are of importance. WM-data prefer to staff its operations in 
India with Indian employees, because it is more cost efficient and Indian workers are highly 
educated. There is a difference between whether to recruit internally or externally between 
Ericsson and WM-data. Ericsson does both of these activities, the one best suits at any given 
moment is utilized. WM-data on the other hand prefer to recruit externally for its activities in 
India but if there is someone that is competent and available within the organization then 
internal recruitment is used but their main focus is on external recruitment. Table 5.5 displays 
the answers given by the two companies regarding the usage of appraisal systems for 
employees in India.   
 
Table 5. 5: Cross-Case Analysis of Appraising 
     WM-data    Ericsson 
Appraising NO Financial Bonus 

 
As can be seen in table 5.5 above, Ericsson uses a financial bonus system when showing 
appraising to its employees. WM-data does not provide any appraisal system for its 
employees. Ericsson uses this as a sort of motivation for its employees. WM-data has not 
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decided yet if they should have an appraisal system for its employees. Table 5.6 displays the 
two companies’ answers regarding what they offer in their compensation packages.  
 
Table 5. 6: Cross-Case Analysis of Compensation 
  WM-data  Ericsson 
Basic salary YES YES 
Premiums  YES NO 
Cost-of-living allowance  YES YES 
Additional fringe benefits YES YES 

 
WM-data and Ericsson both agree on most of the components of their compensation packages 
but the difference between WM-data and Ericsson is on the providence of premiums, this is 
displayed in table 5.6. WM-data provides something called hard-ship allowance for their 
employees that work abroad in India but this is something that Ericsson does not provide. 
Ericsson used to provide hard-ship allowance for its employees stationed in India but now 
they feel that there is no hard-ship when living in India. In table 5.7 the two companies’ cross-
cultural problems encountered is displayed.   
 
Table 5. 7: Cross-Case Analysis of Cross-Cultural Problems Encountered by Swedish MNCs in India 
 WM-data Ericsson 
Communication YES YES 
Managerial Style YES NO 
Motivation NO NO 

 
Table 5.7 shows what kind of cross-cultural problems that arise in Swedish MNCs. Regarding 
to the respondents’ answer we can claim that both WM-data and Ericsson had faced some 
difficulties when communicating with Indians. Due to the differences in Swedish and Indian 
managerial styles some misunderstandings had arose at WM-data, but not Ericsson. When it 
comes to different ways of motivating a cultural diverse workforce both companies have not 
faced any problems. The different views on cultural diversity that companies can have are 
displayed in table 5.8 and how WM-data and Ericsson is categorized.    
 
Table 5. 8: Cross-Case Analysis of Organizational View on Cultural Diversity 
 WM-data Ericsson 
Parochial  X 
Ethnocentric   
Synergetic X  
Diversity Naiveté   

 
As we mentioned before, we took a freedom to categorize WM-data and Ericsson under some 
of the four points, which categorize different organizational views on cultural diversity, (see 
table 5.8). Based on our analysis we classify WM-data under synergetic type, which means 
that they do not see cultural diversity as a barrier, but realize that diversity need to be 
managed and integrated. Classification of Ericsson was under the parochial view, since 
Ericsson does not see the cultural diversity as issue by stating that it is up to individuals to 
adapt and adjust them to diversity. In table 5.9 problems related with cross-cultural 
communication is summarized from the two companies. 
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Table 5. 9: Cross-Case Analysis of Problems within Cross-Cultural Communication 
                          WM-data Ericsson 
Related to Mentality/Accountability X X 
Related to Task Assignment X X 
Related to Time Management  X 
Related to Language Deficiency X  
Related to Personal/Work Relations   

 
When analyzing the problems within communication both WM-data and Ericsson had faced 
some difficulties related to mentality/accountability, and within task assignment. When 
considering problems related to time management, only Ericsson found it to be an issue. In 
the case concerning language deficiency, WM-data found that the Swedish employees’ lack of 
language skills lead to misunderstandings. In table 5.10 WM-data and Ericsson’s answers 
regarding cross-cultural conflicts in their Indian operations is displayed.      
 
Table 5. 10: Cross-Case Analysis of Cross-Cultural Conflicts 
 WM-data Ericsson 
Intrapersonal   
Intergroup   
Intragroup X X 

• Relationship Conflict  X 
• Task Conflict X  
• Process Conflict  X 

 
In table 5.10 the general cross-cultural conflicts within the two companies are summarized. 
Both companies had faced some conflicts on intragroup level, but there are different reasons 
for WM-data and Ericsson to why these conflicts arise. The reason for conflicts on intragroup 
level within WM-data is related to tasks, but for Ericsson there are two reasons: relationship 
and process. In table 5.11 the different measures adopted by the two companies for 
overcoming cross-cultural problems is summarized.  
 
Table 5. 11: Cross-Case Analysis of Measures to Overcome IHRM problems 
 WM-data Ericsson 
Cross-Cultural Training YES NO 
Leadership Training YES NO 
Communication Training YES NO 
Creation of Third Culture NO/YES NO/YES 

 
When analyzing both companies and their measures of overcoming some problems within 
IHRM, we realize that Ericsson do not provide any measures to overcome the problems. WM-
data provide in some degree different trainings in overcoming problems, but still on a limited 
level. When it comes of overcoming problems by creating third culture, Ericsson and WM-
data do not create it deliberately, but somehow it occurs depending on individuals in adapting 
both cultures. 
 

 48



 
FINDINGS, CONCLUSIONS AND IMPLICATIONS 

6 FINDINGS, CONCLUSIONS AND IMPLICATIONS 
In this chapter we will present the findings and conclusions of our research in order to 
answer the stated research questions in chapter one. For each research question the findings 
and conclusions will be answered in separate sections. At the end of this chapter the 
implications for practitioners, implications for theory and recommendations for future 
research will be presented.  

6.1 RQ 1: How can the major IHRM issues encountered by MNCs in 
foreign markets be described? 
The two companies overall showed a similarity in their IHRM policies and practices but there 
were a differences regarding the usage of appraising and training and development by the two 
companies. One company excluded appraisal system, while another company excluded the 
training and development. 
 
When discussing planning of HRM operations in India both companies stated that they have 
established HR departments in India who handles all HRM issues for the companies Indian 
workers. Both companies agreed that it is easier to have a HR department in India than in 
Sweden to handle HRM planning for Indian workers.   
 
The two companies have different views on staffing policies, and while one company prefers 
HCN in order to avoid cultural clashes, the other company does not consider the nationality 
and instead focused on the competence of the individual, therefore it is a mixture of PCN, 
HCN and TCN.  When discussing recruitment one company focused more on external 
recruitment in India than internal, and another company performed both externally and 
internally, they chose the one most appropriate at the given moment. Both companies 
operating in India have different objectives in their co-operations. The reason for one 
company is because of cost-reducing causes, that is why it is efficient for that company recruit 
only Indian in India. For another company nationality is not significant when recruiting 
workers, since their aim of operating in India is to provide a product/service to the Indian 
market.  
 
One of the companies does not conduct any training, in connection with cultural diversity, for 
their employees, because that company does not view cultural diversity as an issue. Therefore 
there are no problems caused by cultural diversity. The other company provides training in 
connection with cultural diversity, though it is not as developed as the company would like it 
to be. The company that view cultural diversity as an important factor when doing business 
international enable them to understand the importance of training.  
 
The two companies have different views on the usage of appraisal. One company uses 
appraisal for its employees in form of financial bonuses while the other company does not use 
appraisal at all. This difference in usage of appraising for employees is because that the 
companies have different agendas for their operations in India. One company is focusing on 
providing products/services to the Indian market and therefore using appraising as a 
stimulating factor for their workers. The other company is focusing on reducing costs and 
therefore it is not cost efficient to use appraisal.     
 
Regarding compensation policies both companies offer the compensation packages to their 
workers and it is overall the same. Both companies offer basic salary, cost-of-living 

 49



 
FINDINGS, CONCLUSIONS AND IMPLICATIONS 

allowance, and additional fringe benefits. The only difference between the two companies is 
compensation packages is the providence of premiums in form of hardship allowance. This 
difference in compensation could be because of the amount of experiences of operating in 
India.  
 
Our findings lead to the following specific conclusions regarding research question one: 
 

• Swedish MNCs operating in India use their HR departments in India to prevent cross- 
cultural difficulties.  

• In early stages of Internationalization it is beneficial for Swedish MNCs to employ 
HCN in India.   

• The usage of training programs within Swedish MNCs differs depending on the view 
on cultural diversity. Swedish MNCs that do not see cultural diversity as an issue do 
not provide any cultural training program.  

6.2 RQ 2: How can the cross-cultural management issues encountered by 
MNCs in foreign markets be described?  
Both companies had encountered some problems in connection with cultural differences 
between Sweden and India. The similar problem for both companies was regarding cross-
cultural communication. Neither of the two companies had faced any problems related to 
motivation of workforce since they clearly understand the cultural differences in motivation.  
 
We found that there were differences regarding MNCs’ view on cultural diversity. One of the 
companies was classified as having a synergetic view on cultural diversity while the other 
company was classified as having a parochial view on cultural diversity. The reason for this 
difference in views of cultural diversity could be because the two companies are at different 
stages in their operations in India. The company that had a parochial view on cultural 
diversity has more experience with Indian operations than the company that had a synergetic 
view on cultural diversity.  
 
Cross-cultural communication is where both companies have encountered problems. These 
problems can be related to different aspects of communication. The two companies have the 
same tendency of problems regarding mentality and accountability, and task assignment. Our 
findings point to that MNCs with less experiences of international co-operations encounter 
problems of language deficiency in communication. 
 
When discussing cross-cultural conflicts both MNCs stressed that there were not many 
conflicts occurring in their Indian operations but those that occurred where at intragroup level. 
At one of the companies the reason for cross-cultural conflicts were related to the actual task 
performance. In the other company the reasons for cross-cultural conflicts were often related 
to relationship between employees and the different perspective on the work process. 
 
Our findings lead to the following specific conclusions regarding research question two: 
 

• The major cross-cultural problem for Swedish MNCs operating in India is 
communication.  

• Motivation is not a cross-cultural problem for Swedish MNCs operating in India.  
• Most common cross-cultural conflicts occur at intragroup level for Swedish MNCs 

operating in India.             
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6.3 RQ 3: How can the measures MNCs adopt to overcome IHRM 
problems in foreign markets be described? 
When it comes to measures that the two Swedish MNCs undertake to solve, minimize, and 
overcome cross cultural problems there where clear differences. One of the MNCs conducted 
different kinds of training for its employees including cross-cultural training, leadership 
training and communication training, to a limited degree. They reckon that there are needs for 
improvement and development of their training programs. The MNC that does not provide 
any training for its employees justified this by arguing that their use of a mentor/guide at 
location for employees is more efficient than providing training in Sweden before departure.  
 
The creation of a third culture to bridge cross-cultural problems is something that neither of 
the two MNCs are trying to establish. The two MNCs are aware of that minimizing cultural 
differences can make the cooperation between cultures more efficient. Neither of the two 
MNCs actively pursue a creation of a third culture in their operations in India. Instead it is 
being created because employees at both MNCs are doing adaptations for themselves, and not 
because the company is encouraging it. The employees face difficulties and carry out 
adaptations to minimize these difficulties. 
 
A measure that one of the MNCs is considering is using a “bridge” manager in their 
operations in India to work as a communication link so that the problems related to 
communication can be minimized. This manager would be stationed in India and would act as 
liaison between the Swedish headquarters and the Indian unit.  
 
Our findings lead to the following specific conclusions regarding research question three: 
 

• The creation of a third culture is self-creating because business people make 
compromises to cultural differences.  

• The view on cultural diversity influences the measures adopted by Swedish MNCs  
• Swedish MNCs’ view on cultural diversity influences the decision of whether or not 

provide cross-cultural training.  

6.4 Implications and Recommendations 
In this section we will present implications for practitioners, followed by implications for 
theory and concluding with recommendations for future research.  

6.4.1 Implications for Practitioners 
Although data is limited the following points may be of importance to managers in connection 
to international operations.  
 

• All practitioners should pursue the creation of a third culture to bridge cultural 
differences. MNCs should consider creating a third culture in their international 
businesses. We strongly believe that it can make international operations more 
efficient. 

 
• MNCs should be aware about the importance of managing cultural diversity. It may 

determine success or failure of international operations.  
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• MNCs should provide cross-cultural training for their employees in order to prevent 
cross-cultural problems. 

 
• Swedish MNCs should emphasize the English language skills of their employees 

during recruitment. They should also provide language training in order to minimize 
misunderstandings in communication.  

 
• In connection with the Indian market MNCs should have the HR department in India 

to handle all HR issues for employees in India. 

6.4.2 Implications for Theory 
The purpose of this study is to provide a better understanding of the IHRM issues encountered 
by Swedish MNCs in India. We started out our study by exploring, moving on to describing 
and beginning to explain overall IHRM issues of MNCs and cross-cultural issues by MNCs 
following our conceptual framework. In order to reach our purpose data was gathered through 
telephone interviews with two Swedish MNCs operating in India. We analyzed our data 
through the within-case and cross-case studies and conclusions were drawn.  
 

6.4.3 Recommendations for Future Research 
Our findings are not generalizable for all MNCs and all cultures. We have focused our 
research on two Swedish MNCs and their operations in India and this makes our findings only 
valid towards these companies and their operations in India. We recommend that further 
research should be conducted on larger samples of MNCs active both in Indian culture and 
other countries.   
 
When working with this research we came across issues that we believe could be subjects for 
future research, and some of the issues are listed below:  
 

• IHRM issues encountered by a Swedish MNC operating in more than one country.  
 

• Cross-cultural problems encountered by Scandinavian MNCs in India  
 

• Effectiveness of IHRM practices and policies at Swedish MNCs 
 

• Cross-cultural problems encountered by a Swedish MNC operating in more than 
one country.  
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APPENDIX A 

APPENDIX A - INTERVIEW GUIDE (ENGLISH) 
 
Company name 
Name/position of the respondent:  
Why did you chose to establish yourselves in India 
Can you describe some problems/issues that your company faces during the establishment in 
India?  
 
1. Can you describe your IHRM practices and policies? What does your IHRM look like?  
 

• Can you describe how you plan your IHRM activities?  
 
• Can you describe your staffing policy? Have you encountered any issues/difficulties 

with this when operating in India? 
- External staffing or internal staffing? 
- Do you consider nationality when deciding on whom to send to India?  

 
• Can you describe your appraisal system? Have you encountered any issues/difficulties 

with this when operating in India?  
 
• What does your compensation package look like? Have you encountered any 

issues/difficulties with this when operating in India? 
- How does the compensation package look like for the Swedish employee? 
- How does the compensation package look like for the Indian employee? 

 
• Can you describe your training and development in your IHRM? Have you 

encountered any issues/difficulties with this when operating in India? 
- What kind of training do you provide? 
- Is it only on management level that training is provided?  

 
2. How does your company look upon workforce diversity?  
 

• Have you encountered any issues/difficulties related to diversity of workforce in 
India?  

 
3. Have you encountered any issues/difficulties related to communication? In what stage have 
there been issues/difficulties?   
 
4. Have you encountered any issues/difficulties related to management style? (Swedish 
management style vs. Indian management style)  
 
5. Have you encountered any issues/difficulties related to workforce motivation? (Swedish 
motivation vs. Indian motivation) 
 
6. Can you describe at what level you have encountered conflicts and of what kind the 
conflicts are?  

• Intrapersonal, Intragroup, Intergroup? 
• Relationship conflict, Task conflict, Process conflict 
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7. What kind of measurements have you used to prevent/minimize/overcome these cultural 
problems?  
 
8. Have you considered adopting any new employee training programs, Cross-Cultural 
Training? Why? Why not?  
 
9. Have you considered creating a third culture between your culture and the Idian culture? 
Why? Why not?  
 
10. Do you have anything more to add that you feel has been missed? 
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APPENDIX B - INTERVIEW GUIDE (SWEDISH) 
 
Företag 
Position inom företaget 
Varför valde ni att börja starta ett samarbete i Indien?  
Kan du beskriva några specifika problem/svårigheter som är relaterade till ny etablering i just 
Indien? 
 
1. Kan du beskriva hur er International Human Resource Management ser ut?  
 

• Hur planerar ni era Human Resource Management för att se till att ni har rätt personer, 
på rätt plats vid rätt tillfälle?  

 
• Vad har ni för någon anställnings strategi?  

– Kan du beskriva hur ni går till väga när ni väljer och rekryterar personal när ni ska 
skicka personal till Indien?  

– Utför ni det internt eller externt, när ni väljer kandidater? 
– När vi väljer manager för utlandsplacering, föredrar ni att denne är av samma 

nationalitet som ni eller som landet han ska till eller ser ni hellre att denne är av en 
tredje nationalitet? 

 
• Hur ser er belönings/uppskattnings system ut? Har ni stött på några problem relaterade 

till detta i relation till Indien? 
 

• Kan du beskriva er kompensations policy vid utlands placering? Har ni stött på några 
problem relaterade till detta i relation till Indien? 
– Hur ser den ut för den som skickas från Sverige? 
– Hur ser den ut för den lokalt anställda från Indien?  

 
• Erbjuder ni förberedande utbildning för personal som ska placeras utomlands? Har ni 

stött på några problem relaterade till detta i relation till Indien?  
– Vilken sorts träning ger ni?  
– Är det bara på managers-nivå som ni erbjuder förberedande utbildning?  

 
2. Hur ser ert företag på kulturell mångfald? 
 

• Vilka problem har ni stött på som har uppkommit på grund av den mångfalden (olika 
kulturer) bland anställda på era Indiska projekt?  

 
3. Har ni stött på några problem relaterade till kommunikation? Vid vilken skede uppstår det 
kommunikations problem?  
 
4. Har ni stött på några problem på grund av olika perspektiv på vad en manager gör? (Svensk 
ledarskap vs. Indiskt ledarskap) 
 
5. Har ni stött på några problem på grund av olika perspektiv på vad som motiverar anställda? 
(Vad som motiverar svenskar vs. Vad som motiverar Indiska anställda)    
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6. Kan ni beskriva vilka sorters konflikter som ni har stöt på i Indien och vid vilken nivå?  

• Intrapersonal, Intragroup, Intergroup? 
• Relations orienterade konflikter, uppgifts orienterade konflikter, process relaterade 

konflikter?   
 
7. Vilka sorters åtgärder vidtog ni när ni stötte på dessa problem i Indien? 
 
8. Tillhandahåller ni utbildning för era anställd i Indien? (I svensk kultur, svensk ledarskap 
etc.)  
 
9. Har ni funderat på att skapa en ”tredje kultur” dvs. en som är en kombination mellan indisk 
kultur och svensk kultur för att lösa uppstådda problem?  
 
10. Känner du att du vill tillägga något som vi har missat? 
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