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eliminates language barriers, avoids 
the adjustment problems of PCNs 
and their families, and removes the 
expensive cost of maintaining PCNs. 
Second, employment ofHCNs aUows 
an MNC to take a lower profile in 
sensitive political situations, and looks 
more favorable by host-country gov­
ernment. Third, the polycentric ap­
proach may help to satisfy the rising 
ambitions and expectations of many 
HCNs. Last, HCNs are more accept­
able by host-country people. 

The polycentric approach has its 
own disadvantages as well. Perhaps 
the major disadvantage is that of 
bridging the gap between HCNs at 
national subsidiaries and PCNs at 
corporate headquarters. Language 
barriers, conflicting national loyalties, 
and a range of cultural differences may 
isolate· corporate headquarters from the 
various foreign _subsidiaries. The 
second major disadvantage concerns 
with the career paths of HCNs and 
PCNs. HCNs have limited opportuni­
ties to gain experience outside their 
own countries and cannot progress 
beyond the senior positions in their 
own subsidiaries. PCNs have also 
limited opportunities to gain overseas 
experience. Organizational compe­
tence at running a global business can 
thus be seriously jeopardized. 

3. The geocentric approach. This. ap­
proach utilizes the best people for the
key jobs throughout the organization,
regardless the nationaHty. The main
advantage of the geocentric approach
is providing an MNC a greater pool of
quality staffs who can be moved any­
where in the world whenever needed.

As with other staffing apprpaches,
there are disadvantages associated
with the geocentric approach. First,
there will be resistance from host­
country governments which want their
people to be employed in MNCs. The
governments will utilize immigration
control to force HCN employment if
enough people and adequate skills are
available. Another disadvantage is the·
geocentric can be expensive to imple­
ment because of increased training,
relocation, and administrative (for
human resource planning) costs.

4. · The regiocentric approach. This
approach makes transfer of staffs from
country to country within the same
region possible. There are two advan­
tages of the regiocentric approach.

· First, it allows interaction between
staffs transferred to regional head­
quarters from subsidiaries in the region
and PCNs posted to the regional
headquarters. Second, the regiocentric
approach can be a way for an MNC to
gradually move from purely concentric
or polycentric approach to geocentric
approach. The disadvantages of the
regiocentric approach are it can pro­
duce federalism at a regional level, and
it does not make the possibility of
regional staffs to occupy positions at
parent headquarters greater.

In deciding which staffing approach is
the most appropriate, an MNC needs to 
consider the environmental (country) fac­
tors) and the characteristics of foreign sub­
sidiary (Boyacigiller, 1995}; The environ­
mental factors consist of: 
1. The level of political risk In countries

where political risk is high, it is
important to. have a local profile, that
is, to appear to act and look like a local
firm.

2. Cultural distance. When two cultures
(PCN's or third country national's
(TCN's)1 culture and HCN's culture)
differ significantly, it is more difficult
for PCN s or TCN s and HCN s to
communicate and work well together.

3. Competition. If the local competition
exists, an MNC should employ more
HCNs than PCNs or TCNs. The logical
explanation for this is HCNs are more
familiar with local competition and
have better contact with local govern­
ment which plays important role ini
local competition.

4. Cost. It is quite expensive sending
PCNs or TCNs abroad. The total
compensation for PCN or TCN can be
2.5 times higher than HCN or PCN
who is employed at the headquarters.
But, MNCs need to address the cost
issue· within a broader framework of
what the company seeks to gain
through over�eas assignments. The
asssignments appear more useful when
perceived as long-term investment

cforum S'(_anajemen Wrasetiya S'\_ufya-�. 62, 1996 

The most important characteristics of 
foreign subsidiary are: 
1. Interdependence, Subsidiaries do not

operate as closed systems. Typically,
the have resource links to other units
within the MNC as well as ties to firms
and custoµiers in host, home, and other
countries. This interdependence cre­
ates important implications for staff­
ing. If a subsidiary has a high level of

· interdependence with the headquar­
ters, placing some PCNs in key
positions at that subsidiary facilitates
intraorganizational communication
and relations.

2. Complexity. Most MNCs are com­
prised of units that differ widely in
their level of complexity. Controlling
units that have disparate levels of
complexity is difficult for MNCs.
Complex tasks imply an increase in
information load; information diver-

. 
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sity, or rate of information change.
Consequently, the amount of infor­
mation processing necessary to control
complex operations is much greater

. · than the information processing re­
quired to control less complex units. 
So; it is not surprising that PCNs and/ 
or TCNs are more preferable to be 
assigned to the complex units because 
they have more experience in main­
taining the speed of information pro­
cessing in such units. The low speed 
rate of information processing in one 
subsidiary may impede the informa­
tion flow of the whole MNC's net­
work. 

3. Control. There are two types of
control: direct or behavioral control
and indirect or output control (Phatak,
1989; Davis, 1994a). One important
device of direct control is staffing of
foreign subsidiaries by PCNs. On the
other hand, the indirect control mostly
relies on the periodical reports submit­
ted to the headquarters.

International Transfer 

. Basically, the reasons for international 
transfer are filling out the positions when 
qualified HCNs are unavailable or diffi­
cult to train, giving staffs international ex -
perience and train them for future impor­
tant tasks in subsidiaries abroad or with 
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why Bonne Bell, Inc. adopts this model is 
because the competition in the cosmetic 
industry is very keen, and one key success 
factor to survive in that kind of environ­
ment is the creativity. Bonne Bell, Inc. 
seems to realize that the baseball team 
model can heighten the. pressure for cre­
ativity although it can also reduce the em­
ployment security and the employees' 
commitment to the company. So far, the 
implementation of baseball team model 
has no s1gnificant negative effects for the 
company, and if such minor negative ef­
fects exist, they will be written off by the 
increase of employees' creativity. 
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