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Be Clear with Your Stance

In this series, 1 have introduced the 4 gaps that
hinder global synergy in globalizing companies. In the
previous 4 articles, I wrote in depth about how to
minimize Culture Gaps and Information Gaps. From
this article, I will start to describe in more detail what
the HQ HR Department can do in order to minimize
Organization Gaps through development of a stance
for governance and relations with overseas

subsidiaries.

Information and Organization Gaps

Global synergy in globalizing companies is hindered when
the gaps amongst all of the employees around the world are
not recognized and dealt with accordingly. Information
Gaps—the unequal access to information—lead to
misunderstanding and frustration. Organization Gaps refer
to the differences in perspective amongst people who work in
different organizational units (i.e. Domestic group companies
and overseas subsidiaries) of the globalizing corporate
group. When differences in perspective are not adequately
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addressed, contention arises and the organization begins to
work less efficiently. In many cases, factions of different
opinions can form and the organization can become
counterproductive. Good governance is necessary to address
these gaps. In this article, I will describe ways in which the
HR Department can start to minimize Organization Gaps by
laying the groundwork for good governance.

Corporate Governance: a Definition

Corporate governance broadly refers to the structures,
processes and relations by which corporations are controlled
and directed. For the purposes of this article, I will narrowly
focus on how the global Headquarters governs over overseas

subsidiaries.

The Current State of
HR Governance in Japan

Until recent times, I understand that many Japanese
company HR Departments located in Japan have primarily
focused on the affairs within the borders of Japan. HR-related
affairs of the overseas subsidiary have been largely left up to
the judgment of the local management, particularly the
expatriates sent from the Japan HQ. Or if the HQ HR
Department has been interested in governance, their sole
point of communication with the overseas subsidiary has
been the expatriate from Japan, rather than any locally hired
non-Japanese speaking employees.

Over the past few years, I have seen a large rift developing

amongst Headquarter practices in Japan. On the one hand,

there are those HR Departments that have still not recognized
any need to initiate direct contact with locally hired HR
professionals at overseas subsidiaries. On the other hand are

the Headquarters where the Japan-based management is on a
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first-name basis with their overseas colleagues due to active
communication and clearly developed working relations. The
former type of companies are still far from establishing
global HR governance.

In other words, I would like to suggest that any
meaningful effort to development of governance structures is
predicated upon the development of professional relations
across borders; such professional relations are based upon
clear roles and a sense of shared purpose.

Commencing Relations with
Overseas Subsidiaries

Within the past few months, I have learned of HQ HR
Departments that are taking the first steps to develop relations
with overseas subsidiary HR personnel, but have become
confused about why the relations are not progressing
smoothly. My observation is that the cause of the issue is not
English language communication, but rather because the
H(Q management in Japan did not start with a clear sense of
its roles and responsibilities vis-a-vis its overseas subsidiaries.

It was explained to me as follows by the HR management
at one Japanese company in Tokyo, “We asked the overseas
HR to share with us information about the issues they are
having so that we could support them. . . but they really are

not too cooperative.”

“Well, before asking them for the information, did you
explain your purpose for asking?” I queried.

“Hmmm, well. . .to support them.”
After talking for a while longer, it became clear that,

although the effort to reach out to the overseas subsidiary

and offer assistance was commendable, there was little shared
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understanding between the
subsidiary and HQ regarding the
type of “support” to be provided.

To avoid such problems, it is
necessary for the HQ HR
Department management to
map out some strategy firstly.
Here are some questions I think
the HQ HR Department needs to

discuss together before sending any HQ HR employee or

manager to communicate with the overseas subsidiary:

@ Which word describes best the type of role that the HQ
HR Department in Japan should take vis-a-vis the
overseas subsidiary? Controller, advisor, consultant, co-
worker, servant?

@ [f so, for what issues does the HQ HR Department want
to retain (or take back) control?

@ For what issues should the HQ HR Department be in
service to its overseas “‘children” organizations?

@ Should the HQ HR Department play all roles
interchangeably?

Once such a conversation ensues, it is typical for the HQ
HR Department to realize that the HQ role should be
dynamic.

3 Categories Classification for

Determinig the HQ's Stance on
Global HR Issues

For some issues, the HQ will have a clear vision and
direction; let's refer to this as Category 1 issues. For example,
all employees should understand the corporate history and

act in accordance with the corporate values.
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For other issues, the HQ HR may have a strong feeling
about elements to be unified across the global company, but
not yet have enough evidence to demonstrate the necessity for
such unification; we can call this Category 2. For example,
the organizational grade structure may work well in Japan
and seem applicable to overseas subsidiaries, but further
investigation would need to be conducted before a directive

can be made.

Thirdly, the HQ HR may uncover some areas for which it
has little guiding direction and/or would rather simply leave
operations to the local subsidiaries. These are issues in
Category 3. For example, health insurance coverage is
different from country to country and would not be sensible
to try to unify employee health insurance plans.

At this point, it now starts to become clearer how to
approach the overseas subsidiaries. For issues that fall into
Category 1, the HQ HR should take a controlling or directive
approach. For Category 2, the HQ HR could be directive but
allow for differences in process or content at the subsidiary
level. For Category 3, the HQ HR may be interested in
understanding the issues in the overseas subsidiaries, but take
a “hands off” approach unless “support” is requested from
the subsidiary to the HQ HR.

Over time, issues may move from one categorical box to

another as they evolve.

Here is an example from my experience over the past two
years. When a Japanese pharmaceutical company started to
consider whether to implement a global competency
framework, discussions with the overseas subsidiaries were
clearly within Category 2. In 2013, I facilitated a session with
HR managers from around Asia to draw out what
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competencies have been identified, if any, within their
affiliate companies. At the end of this initial meeting, we
developed a common understanding of the current situation,
but the HQ HR did not espouse any clear directive. But, within
one year, the discussion about competencies clearly moved
from Category 2 to Category 1. As a result, in the subsequent
HR meeting held in 2014, the HQ HR was able to be much
more directive: hereafter, all employees in the company shall
be held accountable to acting in accordance with a

framework of “global competencies”.

The HR managers were now tasked with understanding
and complying with the newly developed direction within the
designated timeframe. However, they were empowered to
consider how to implement the new framework within their
own company based upon the unique conditions at their
affiliates.

Assigning Responsibility in the HQ

Furthermore, this categorical understanding of issues also
helps the HQ HR Department assign responsibility within its

team for developing overseas relations.

While it is typical to assign responsibility amongst HR
members in the HQ based upon geographic designations (ie.
Tanaka san handles Europe and Suzuki san oversees
Southeast Asia), the above-mentioned categories provide a
good guide for how to assign responsibilities. Each of the
categories require different communications strategies and
approaches to which different managers or employees may be
suited.

A Category 3 issue requires that the HR representative
from the HQ be able to provide a minimal level of
explanation to overseas subsidiaries, as well as the skill to

gather and analyze information from overseas subsidiaries
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for the purpose of understanding the policies and procedures
in place. Such issues can be handled by non-managerial staff

who have achieved a good level of global communication
skill.

Category 2 issues require stronger facilitative skills and
the ability to engage in discussion and debate in order to
weigh multiple perspectives. But as Category 2 issues still
provide the subsidiaries with autonomy to make decisions,

such discussions are of a mid-level difficulty.

Category 1 issues require the most strategic planning.
Although it is seemingly simple to provide a directive which
must be complied with, overseas subsidiaries may give some
pushback or not be fully cooperative at first. In such cases, it
may be necessary to enlist the support of senior leaders in
providing a message that is “politically” acceptable. In the
previously mentioned example, a message was disseminated
in multiple languages to all employees in the organization
directly from the CEO of the company in Japan in order to
kick off the roll out of the new global competency framework.

When communicated from HR, category 1 issues require
clear, direct and logical communication skill. Before any
meeting with overseas subsidiaries, it is advisable to plan for
questions that may be raised by considering appropriate

Tesponses.

Discussions about category 1 issues may become heated;
s0 it is necessary to empathetically listen while also
maintaining the resolve not to change course when under
pressure. Regrettably, ill-prepared HQ HR Departments that
announce a new initiative and then shirk away from
pushback and ultimately retract their established direction

risk losing their ability to govern effectively.
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Good governance comes from good relations. Good
relations are the product of the “right combination” of
different styles based upon the category of issues at hand.
Overseas colleagues may feel alienated and disrespected in
the HQ uses on directive and controlling styles. But to hold
back from proclaiming any directives to avoid “angering” or
demotivating overseas subsidiary HR representatives may
adversely lead to confusion and widen the organizational

gaps within the globalizing group of companies.

What is your company's HQ HR communication style for

global governance?
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