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Configuration of Value Activities in International Service Firms.
A Network Analysis of HRM Practices

Abstract

A main source of competitive advantage of inteoral service firms is the efficient configura-
tion of their value activities across national ks This is aimed to exploit both economies of
large scale and arbitrage advantages. Despitartheriance of configuration strategies, howev-
er, there exist few empirical studies in this fidltbst studies are devoted to manufacturing firms
which may not adequately consider the specificseo¥ice firms (e.g., immateriality of services,
integration of the external factor).

The aim of this study is therefore to explore tbhafiguration strategies of service firms. Parti-
cularly, the configuration of human resource managg (HRM) as one of the most important

value activities in many international service f&rm analyzed.

In order to get a deeper insight into the crossldoconfiguration of HRM, 23 semi-structured
interviews with pilots, ground staff and flight etidants as well as middle and top-managers of
seven airlines were conducted. Furthermore, compabgites, internal material and existing li-

terature were extensively analyzed.

A combination of both qualitative and quantitativethods of data evaluation reveals that the
need for differentiation is much more importantriitae attempt to standardize HRM instru-
ments globally. As a consequence, compared to dtinetions such as information technology,
marketing or procurement, HRM is strongly diffetated. Particularly, recruitment and com-
pensation are largely decentralized while attertgpteentralize certain functions can be found in
the fields of personnel development and leadershily, A network analysis shows that corpo-
rate culture, organizational factors and differfour laws are the main pressures for the geo-

graphical dispersion of most HRM functions acrosamal borders.



Problem, Objectives and Structure of the Paper

Multinational Corporations (MNCs) are faced witldi'iemma. On the one hand, the economic,
legal, political and cultural conditions in diffettecountries have to be considered when making
strategic decisions in order to become an insidleéhe local market and to manage foreign sub-
sidiaries in an efficient way. On the other hame, meed for global efficiency requires a standar-

dized approach to be able to compete on the woaldke.

One instrument to meet these conflicting demand$eastransnational configuration of value

activities. According to Porter (1986), the coreads to limit foreign subsidiaries not only to

their success in their national market, but tograée them into a world-wide value-added net-
work. Only those value activities should be locadted particular country, which are able to con-

tribute to the success of the MNC as a whole. A®m@sequence, foreign subsidiaries can no
longer be managed as separate entities, but musbrisdered as specialized parts of an inte-
grated transnational network. As Bartlett and Gab§h998, p. 60) note: “The transnational cen-
tralizes some resources at home, some abroad,stndutes yet others among its many national
operations. The result is a complex configuratibassets and capabilities that are distributed,
yet specialized. Furthermore, the company integrdte dispersed resources through strong in-

terdependencies.”

MNCs have a wide range of possibilities to confegartheir foreign activities across borders.
The spectrum ranges from concentration to dispeysie. from the centralization of a certain
activity at only one location that serves all tileen countries to its decentralization and localiza
tion in every single country. According to Port&B96), the number of locations for each value
activity, on the one hand, mainly depends on therg@l of realizing economies of large scale.
Normally, these are strongly pronounced in upstreativities, whereas, in downstream activi-
ties, different customer requirements prevent taadardization of products and processes and
require a higher degree of decentralization. Thegggphic location of the value activities, on the
other hand, depends particularly on the abilitgxploit national differences. Here, great impor-
tance is to be attached to the utilization of aslgi¢ opportunities that result from different labor
and capital costs, tax burdens, customs tarifts, as well as leverage opportunities that accrue
from the market power of large MNCs (Kogut, 1985gRan and Verbeke, 2001).



In the last years, several empirical studies ofcihrefiguration of value activities across national
borders have been published (e.g., Kotabe, 199hiBugi and lammarino, 2002; Zou and Ca-
vusgil, 2002; Fisch, 2003; Holtbriigge, 2005). Moktthese studies, however, are devoted to
manufacturing firms and do not adequately conditkeeispecific conditions of service firms (e.g.,
immateriality of services, integration of the exi@rfactor). The aim of this study is therefore to
explore the configuration strategies of servicendir Particularly, the configuration of human

resource management (HRM) in the airline indusdrgrialyzed.

The remaining part of the paper is organized devi@. In the next section, a short description of
the airline industry, with particular referenceaioline alliances and Star Alliance, will be pre-
sented. Afterwards, the integration-responsiveriesaework as the theoretical framework of
the study will be explained. The research desigh rmethodology of the study is briefly dis-
cussed in the next section. In the main part optyeer, the results of our empirical study will be
presented. The paper ends with a summary of the firadings and directions for future re-

search.

Background: Airline Industry, Airline Alliances and Star Alliance

Airline Industry and Airline Alliances

The airline industry is one of the fastest growindustries in the world, and one of the main
industries that is affected by globalization. Aatiag to the International Air Transport Associa-
tion (IATA, 2004), the number of passengers traxglon scheduled flights has increased on
average by over six percent annually for the laste decades. Compared to 2003, international
airline passenger traffic increased by over fiftpencent in 2004, and in certain regions, such as
Asia-Pacific, even by over twenty percent. A renadtle characteristic of the airline industry is
its high degree of horizontal integration. In thstl10 years, three major alliances, namely Star
Alliance, Oneworld and SkyTeam, have been estaddisfiogether they account for nearly 70
percent of the global market share. Among the kr$6 airlines in the world there is only one
(Japan Airlines) which has not yet joined one @sththree coalitions (IATA, 2005). The global
competition in the airline industry changes mord amre from a competition between airlines

to a competition of airline alliances. Within thes&ances, airlines from different countries and



at various sites around the globe cooperate. Tdiusise processes, knowledge, experiences etc.

are shared and commonly carried out.

Airline alliances are not mergers, as airlines renh@gally autonomous entities and keep their
identities (Vander Kraats, 2000; Kleymann and $&ri2004). They can however, to a certain
extent, be described as “quasi-mergers”, as theglde code-sharing arrangements that involve
a high level of integration (Eaton, 2001). In stat alliances, airlines cooperate horizontally
with other airlines, which are also potential otuat competitors. Kleymann (2005) argues that
alliances can partially be seen as organizatiotisam own right, but that these organizations are
based on interdependent needs, rather than on corpmposes. Airlines remain autonomous
but are interdependent, meaning that centripetaefobring the members to integrate, whilst

simultaneous centrifugal forces push them away foom another.

Through alliances, partners aim to compete moreesastully. Collaboration may consist of joint
frequent-flyer programs and check-in facilities,deesharing agreements, marketing arrange-
ments, procurement policies, system commonalitgl,earen the interchanges of flight-crew per-
sonnel and aircraft. In contrast to regional altesy which are specific to a particular region,
strategic alliances involve code-sharing and oggeements on a vast number of routes. Stra-
tegic alliances are said to generally have a sggmt and positive impact on profitability and on
market share, especially when they involve higreleo-operation (Oum et al., 2000). Strategic
alliances facilitate an airline’s rapid externatension of its network without risking financial or
legal commitment to its partners. Alliance membsihsire the costs associated with the de-
velopment of new products or processes, and jaitaiceresources and operations. Despite the
cultural diversity of partners, alliances allow ithmembers to harmonize and integrate their
products and processes, and passengers to enjayth@ndransitions for connecting flights.
Nevertheless, the characteristics of the prodhetptarket conditions, and the structure of opera-

tional costs create challenges and make strate@tiieeaalliances difficult to sustain.

Star Alliance

Star Alliance is not only the largest, but also thest integrated airline network. The members
cooperate predominately on a non-equity basis inynaisiness fields. The alliance was formed

in May 1997 by the following airlines: Air Canadagutsche Lufthansa (Lufthansa), Scandina-
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vian Airlines System (SAS), Thai Airways Internat& (Thai Airways), and United Air Lines
(United). Today, Star Alliance has eighteen membahsch is the largest number of partners in
any airline alliance. Alongside the founding fivielines, other members are Air New Zealand,
All Nippon Airways (ANA), Asiana Airlines, Austriaihirlines (AUA), British Midland (bmi),
LOT Polish Airlines, Singapore Airlines (SIA), SbuAfrican Airways, Spanair, Swiss, TAP
Portugal, US Airways and Viacao Aerea Rio-Granddérszilian Airline (Varig) (Figure 1). In
April 2006, the member airlines had access to 84f#ds in 152 countries of the world, carried
425 million passengers annually and employed apmately 360,000 people. Within the next
12 months, Air China, Shanghai Airlines and Turk#sines will join the alliance. With the
addition of the first regional members, the FInn&AS subsidiary Bluel, and two further new
partners, Croatia Airlines and Adria Airways, Stditance is likely to remain the world’s largest

airline alliance, with a global market share ofuard twenty-eight percent (Star Alliance, 2007).

AIR CANADA (3
Pvwam1o & Al MEW ZEALAND

'S AIRWAYS AnASF

FMUNITED 4 2 Asiana Airlines
»
€3 THAI v}‘d bmi

STAR ALLIANCE

P TAPPORTUGAL Austrian 7

% Spanair LOT PoLiSH AIRLINES

SINGAPORE AIRLINES
H Scantinavian Alrines

Figure 1: The Airline Network of Star Alliance

The economic advantages of collaboration can atguaily be maximized if a single control-
ling entity is created to unify all aspects of thesiness under a central authority. Although there
is no official controlling entity of Star Allianc&tar Alliance Services Ltd. functions as a “pro-
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ject and brand management company” (Star Allia@6@4) to devoid the divergent interests of
the members. The company was established accami@grman law in order to co-ordinate the
development of Star-concepts, and to work towardsfficient rollout of joint products around

the world (Lufthansa, 2002a). It is organized is&veral strategic business units including Hu-
man Resources and Training, is financed througb fieéd by the member airlines, and employs
approximately sixty people. However, the focus tfr Qlliance Services Ltd. is more on custo-

mer-related services and IT systems, rather thaidRM policies.

Theoretical Framework: The Integration-Responsivenss Grid

As do the operators of any service industry, adifiace the challenge of finding the right stra-
tegic balance between global efficiency on the baed, and satisfying individual customer
needs on the other. This question of balancingajlstandardization and local individualization
has received significant academic attention siheestarly 1980s (e.g., Porter, 1986; Bartlett and
Ghoshal, 1989).

According to Prahalad and Doz (1987 p. 14), stafidation is the central management of re-
source commitments across national boundarieserptisuit of a strategy that is normally the
responsibility of the headquarters. A standardi#®tM strategy at Star Alliance would mean
that all human resource-related activities are mieggl on a global scale. The member airlines
would become increasingly similar and integrated| this integration would be driven through
joint technological systems and frequent commui@oatThe main objective would be to
achieve global-scale efficiency, and a centralieais would be in place to coordinate the inte-
grated airlines. The airlines would have a globBMHstrategy, which could, for example, in-
volve standardized methods for recruitment, trajfpnograms that are carried out on a world-
wide basis, and global remuneration systems. litiaddthe airlines would have a global work-

force with a single alliance culture, a joint maeagnt team, and a global resource base.

The adoption of a standardization strategy, howekas been argued to be naive and over-

simplistic, as it ignores the inherent complexifyoperations in international markets. Problems

associated with the standardization of human ressuwould include, for example, the reluc-

tance to change, cultural incompatibility, and eliént legal and economic environments. Due to

these problems, an individualized HRM strategy fierorequired. According to Prahalad and
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Doz (1987 p. 15), local responsiveness refers soumee commitment decisions taken autono-
mously by a subsidiary in response to primarilyalatustomer demands. This involves aiming to
take into consideration the particulars of emplsy@e the working relationship. An indi-
vidualized HRM strategy would emphasize localizatover globalization due to, amongst other
things, differences and incompatibilities of cultsrand varied institutional environments. The
HRM strategies of airlines would remain diverse d&adymented, the airlines would focus on
exploiting their diversity and being responsivddoal demands, and they would have a global
network structure. The underlying assumptions ahdividualized HRM philosophy include the
evidence of heterogeneous needs and interests riergo the unwillingness of employees to
sacrifice their individual preferences for systeamsl processes, and the limited ability to achieve

economies of scale through global organization.

Research Design and Methodology

In order to analyze the various pressures for staizhtion vs. differentiation of HRM instru-

ments, 23 semi-structured interviews with pilotsyund staff and flight attendants as well as
middle and top-managers of seven partner airlirere wonducted. Moreover, two top-managers
of Star Alliance Services Ltd. were interviewedsBd on a half-standardized questionnaire the
interviews were conducted in German and Englislydage. Furthermore, company websites,

internal material and existing literature were esteely analyzed.

The interviews lasted between 1 and 1 %2 hours ar@ &udio-taped. Subsequently, all inter-
views were transcripted and computer-analyzed thighsoftware program NVivo. We used the
method of axial coding for coding the text passagesexample of the coding procedure is giv-

en in Table 1.

For data evaluation, a combination of both qualitatnd quantitative methods was used (trian-
gulation). First, a qualitative content analysissvegoplied, followed by a frequency analysis of
the respondents’ statements. Finally, we usedwanktanalysis in order to explore the relation-

ships between HRM instruments and standardizasodiferentiation pressures.



text passage coding relation

.In our courses (of the Lufthansa School of training and development
Business) especially employees of Lufthansa (differentiation)
participate. Sometimes we also have partici-
pants from Austrian Airlines. Other airlines only 1
rarely send their employees to us. One reason | language differences
for this is that most courses are taught in Ger-
man.“

Table 1: Example of Coding Procedure

Standardization vs. Differentiation of HRM Instruments

In the following, a detailed analysis of particuldRM instruments at Star Alliance will be
made. Four fundamental instruments will be disadiseamely recruitment and selection, train-
ing and development, compensation, and leadergsighe result of the frequency analysis of
the respondents’ statements in Table 3 showsithgeneral, HRM is much more differentiated
and thus geographically dispersed than standardizedever, the degree of differentiation dif-
fers between the four instruments. The ration Gmpensation is the largest and for training and
development the smallest.

respondents 1 2 . >
codes

HRM instruments

recruitment and selection
- standardization - 1 16
- differentiation 2 2 57

training and development

- standardization - 2 33

- differentiation - 3 52

compensation

- standardization 1 - 4

- differentiation 1 4 62

leadership

- standardization - 2 12

- differentiation 3 1 41

HRM (%)

- standardization 1 5 65

- differentiation 6 10 212
Table 2: Frequency Analysis of HRM instruments



Recruitment and Selection

Recruitment and selection generally involves HRketing, as well as the choice and employ-
ment of the appropriate applicant. In generaljrad place great emphasis on hiring the right
contact persons, and pilots with both technical emerpersonal skills. There is currently no
standardized recruitment policy for Star Alliandgdirges, although our respondents identify re-
cruitment to be an area, which could possibly laadardized in the future. One could assume
that as cabin crew and pilots of all airlines nstable to perform similar tasks, that to a certain
extent, the recruitment process could be stand=adiEowever, the recruitment processes of
Star Alliance airlines are somewhat different. Egample, when considering the requirements
for cabin crew, the strategy of some airlines igenmarket-orientated than HR-orientated, as
their selection process emphasizes the appeardraggplicants, rather than their experience or
capabilities (Eaton, 2001). Due to legal reasohaidines require applicants to have a minimum
age of eighteen, and there are legal requirementsilbts and cabin crew in terms of citizenship
and holding a valid right to work in a given coyntin addition, almost all airlines require appli-
cants to have a certain height and a “proportisr&ght” (bmi, 2004; Thai Airways, 2004; Luf-
thansa, 2005). Lufthansa is the only airline, whatdo restricts the maximum age of crewmemb-
er applicants to 40 years. This is reasoned byham&a’s belief that this job is not a lifetime-
career, but one which is normally performed foreseto ten years only, due to the strenuous
nature of the job, unsocial working hours, and diesg trips away from home which do not cor-
respond to personal pursuits of family life. Otheaisons for this policy are to increase flexibility
and to reduce long-term liabilities, such as setyigray, pension costs and medical expenses
(Gil, 1990). In the USA, Lufthansa’s policy woulé blassed as discrimination and a violation of
the Age Discrimination in Employment Act, which wiasposed by the Equal Employment Op-
portunity Commission in 1967. This Act indirectlgnmits cabin crew to carry out their occupa-
tion for as long as they can physically do so aaskspghe medical tests. As a result, United Air-

lines reportedly once employed a crewmember umtiladge of 80 years.

As well as recruitment requirements, methods ofuigoent also differ. For example, bmi appli-

cants should apply via post, Air New Zealand, Aiastiand SIA applicants can apply via e-malil

or by post, whereas Lufthansa applicants undergadaanced and sophisticated on-line applica-

tion process through the company career portaurgér difference is that at Lufthansa a pass-
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port photograph and at SIA a full-length photograpbuld be enclosed in the application (Luf-
thansa, 2005; Singapore Airlines, 2004). This islegally feasible in the USA, due to potential
discrimination of applicants in terms of ethnicdy appearance. In the USA applicants are not
even questioned on their personal details suchragyf status and age. Due to these differences,
the employment as a member of cabin crew at oneABitance member does not have any di-
rect influence on the recruitment success by amatteenber. Although one of our respondents
had five years of experience as a crewmember of [$#&%®/ay, when applying for a similar posi-
tion with Lufthansa, she was treated as any firsetapplicant and went through the standard
process of on-line application, telephone intervigmd personal interview. This could be re-
garded as inefficient as the recruitment procegsires time and resources on behalf of both the

applicant and the HR-department.

Training and Devel opment

Training and development is aimed to equip emplsyeith the necessary knowledge, skills and
qualifications, and the attitudes to perform thebs in the best possible way to achieve corpo-
rate goals. Training increases the ability of firtnsattract and hold on to talented employees,
which is crucial for the success of airlines. Catriewmembers require a relatively standard edu-
cational background (Gil, 1990). Training involvegecialized safety training (Goodwin and
Johnson, 2000; Alston, 2004), and training in tle&$ of communication, teamwork, decision-
making and emergency management (Liao and Tsal,; Z¥ton and Jackson, 2002). It varies at
the different Star Alliance members, and severdihas even have their own training academies
or centers for the training of pilots, cabin cremdair technicians. For example, Singapore Air-
lines, which is renowned for its customer servioeests heavily on training (Singapore Airlines,
2004). Fifteen percent of payroll goes on emplolyaaing, compared to only one and a half
percent spent by American Airlines (Mycek, 2000ab@ crewmembers at SIA are trained for
four months (Singapore Airlines, 2004), whereasAheerican industry standard is four weeks,
only (Mycek, 2000). At other Star Alliance airlinethe basic training period for cabin crew
ranges from five weeks at Air New Zealand (Air NEealand, 2007) to eight weeks at Air Can-
ada (Air Canada 2007) and eight to ten weeks ahhuoba (Lufthansa, 2005). Pilots differ from
cabin crew as they face onerous, prolonged anugstni training with requirements for the com-

pulsory number of flying hours and different praati and theoretical examinations (Eaton,
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2001). Pilot training is also very company-speciis it is focused on a particular airline, the
particular airplanes of that airline, as well astéerms of business and processes, making it a ra-
ther individualized matter. Due to the skills regdi to perform a pilot's task and the large in-

vestment in these, airlines are relatively bounthé&r pilots (Blyton et al., 2001).

Nevertheless, according to our respondents, trginimd development is one area of HRM, in
which common policies are in place in Star Alliarmigines. For the coordination of these poli-
cies, the director of training and developmenttat Blliance Services Ltd. meets with the lead-
ing training managers of the partner airlines. Ehemnagers discuss which type of personnel
needs to be trained or informed about which Stéiade strategies and processes. This is most
relevant for operational staff, such as groundgersl, as they need to be familiar with all new-
ly developed Star Alliance products and processesh as check-in facilities, ticketing, and
baggage handling. In addition, general informattiout the members and the benefits of the
alliance, as well as the advantages of joint gjraseneed to be taught to all Star Alliance em-
ployees. However, although Star Alliance sets mummtraining standards, the methods, design
and form of the training is not determined by StHiance, but is the responsibility of each air-
line.

Beyond information about Star Alliance products g@ndcesses, training also focuses on areas
such as inter-group conflict and effective teamw@gpelbaum and Fewster, 2004). According
to one respondent, ANA provides intercultural awass seminars in Tokyo, which other al-
liance employees attend. Star Alliance also ham@mnationally focused trainee program for
emerging employees, “Explorer”. Specific employdéesn partner airlines participate in this
program, and the costs are paid by the employinmei Furthermore, the managers of the air-
lines are sometimes offered development programsvamk experience with other Star Alliance
members (O’Reilly, 2002). There is currently nodiSAlliance College” to focus on manage-
ment training and development of employees of idihas. However, the Lufthansa School of
Business cooperates with individual Star Allianegtpers in different fields, and partners have
the possibility to participate in courses and pangg given (O’Reilly, 2002). The programs are
taught in German and are therefore generally ottgnded by employees of Lufthansa and Aus-
trian Airlines. Moreover, the available number ¢dges on the programs is limited, and, due to
the German codetermination law, Lufthansa emplogeegiven priority. The costs of participa-
12



tion (tuition fees, travel expenses, opportunitgtsdrom being away from normal job etc.) are

also relatively high.

Compensation

Compensation basically refers to the payment ofleyees for their working services, as well as
company shares and other extras. In the airlinesiny, pilots and cabin crew are paid according
to their seniority. Seniority remuneration assuities employees that have been working for the
company for a length of time perform better thawereemployees, due to learning effects and
their firm-specific knowledge about products, castos and suppliers, as well as the firm cul-
ture. Seniority benefits include higher wages, fifowith choice of shift and holiday dates,
flight discounts, and increased job security. Siseeiority is company-specific, pilots and cabin
crew infrequently change their employer. In additidifferent airlines apply different types of
employee compensation including salary, pay-fofggerance bonuses, profit sharing, employee
ownership and performance recognition awards. Ma@e@rofit sharing, stock purchasing, and
contributions to retirement plans are common (Apgem and Fewster, 2003). Remuneration
varies widely between countries and even within ganfes of one country, as different groups
of employees are rewarded by different compensaystems. It is also affected by a country’s
economic situation, living standards, and purchgagiower, as well as culture, legal regulations,
and industrial relations. Therefore, remuneratsgimply too complex to be standardized across

Star Alliance members.

Leadership

Leadership as well as employee participation arekygcomplex and difficult to standardize.
According to Feldman (2001), as Star Alliance’sijananagement is growing, the alliance un-
ions are doing so, too. Examples include the Asdioti of Star Alliance Pilots (ASAP) and the
Star Cabin Coalition. The ITF also recently laurttti®e trade union “Star Solidarity Alliance”
to mirror the global alliance of United AirlinesjrACanada, Lufthansa, SAS, Thai Airways and
Varig. In terms of bargaining power, cabin crewmenstare in a relatively weak position, due to
their skill requirements and the large supply ofifrecruits, as well as over-capacity and intensi-
fying competition among airlines (Eaton, 2001)oRilare in a much more favorable position as

they are in short supply worldwide, and take uphtee years to be trained (Gil, 1990). The co-
13



operation of pilots can have a great affect on dwide wage negotiations. For example, in
2001, after Delta agreed to a wage increase ofoappately forty percent, pilots all around the
world began to demand similar increases. At Luffiaathere was a pilots strike, which ended
being the longest pay dispute in the airline’sdmgt An agreement was made with a wage in-
crease of approximately thirty-five percent (in g@amson to ground personnel, who only re-
ceived 3.5 percent higher wages) (Reuters, 200&yeitheless, as Eaton (2001) states, “despite
some pressures towards multi-carrier collectivegaiaing, coordinated bargaining was always
spasmodic”. Therefore, again individual approacaesin place, especially for non-pilot em-

ployees who are less organized (Feldman, 2001).

Pressures for Differentiation

The last section has shown that, with the exceptibmhe coordination of training and de-
velopment activities by Star Alliance Services |t8tar Alliance airlines have predominantly
individualized HRM strategies. In the following, ggible reasons for this will be discussed.
Three main factors can be identified to help tol@rpwhy a standardized HRM policy is not in
place, namely organizational, cultural, and legadtdrs. The section is based on a network
analysis of the respondents’ statements. In Figutbe four HRM instruments are illustrated in
oval and the three reasons for their differentratme illustrated in squared boxes. The thicker
the frames of these boxes, the more often thesables were named as differentiation pres-
sures. The size of the arrows and the numbers dyzalibe frequency with which the respective

relationships were mentioned.

The first obvious reason why HRM is to a large @egiifferentiated is that the organization Star
Alliance is not a corporation in its own right, luhetwork of lose co-operation between legally
independent airlines. Although member airlines @agners who cooperate in many ways, they
are also competitors at the same time. The airheftliance is to create a healthy relationship
between partners with the right balance of cooperaand competition (Lufthansa, 2002b, p.

10).

A second factor that makes the standardizationR¥Hpolicies difficult is culture. Cultural rifts

within airlines are inherent to the global multcéted nature of the industry (Appelbaum and

Fewster, 2004). As the majority of airlines werdilufiairly recently state owned and are often
14



regarded as “national symbols” (Kleymann, 2003ytgenerally have a strong national identity.
Star Alliance has consciously maintained the irdiral characters and cultures of the airlines
(Star Alliance, 2004). Furthermore, it is not otihe airlines, but also the employees of the air-
lines who differ greatly. Due to these differendi®re is no single way that is suitable to deal
with all individuals and to standardize HRM (Wrigirid Brewster, 2003).

s

leadership

16 labour law
%

organization

development compensation

culture

Figure 2: Network Analysis of HRM Instruments aniff@entiation Pressures

As a consequence, Star Alliance has chosen toNfdlonulticultural strategy. Although the air-
lines have been encouraged to be familiar withctileures of their partners from the start, they
are free to maintain their own culture and to adlaeir strategy according to this culture. Due to
this, airlines can have very individual styles afdracteristics, which are appreciated by cus-
tomers (Lufthansa, 2002b). Nevertheless, certamehts of the “Star Alliance culture” can be
seen in each of the airlines, partly due to comwigectives for standard and quality. This mul-
ticultural strategy of Star Alliance directly afftscHRM, for example, in the areas of HR-
marketing, development and training, and leaderdhipiR-marketing, the quality standards of
the airlines are ascertained and primarily locallganized. Development and training programs
can be tested for their appropriateness in diftea@tines and different countries, and a homoge-

nous qualification standard can be applied worl@wislloreover, leadership aims to integrate

15



alliance employees by standardizing communicationdwide through a global alliance maga-
zine or brochure. In addition, this strategy implthat the recruitment is made predominately of
local people, as they need to be familiar withghgicular culture. This multicultural HRM aims

to combine global vision and strategies with lauaéds and strengths.

The third factor, which makes the standardizatibtiBM policies difficult, is differing legal
environments. For example, in Germany (where Lufsaaoriginates) employees are represented
in the governing bodies of corporations more sa timother countries (Turnbull, Blyton and
Harvea, 2004). In the USA (where United and US Ayw originate), themes such as discrimi-
nation and harassment play a more important rae th other countries, and American con-
tracts contain relatively strict working time rulesd provisions. American contracts restrict
flexibility in the areas of transfers (detailed jatassifications) and promotions (seniority
clauses) as well as aircraft staffing to a greateent than in, for example, Germany. Further-
more, in Sweden (where SAS partially originateshplyment laws make the labor market
more suitable for older employees than in othentes, and workers are free to work until they
are 67 years of age. Due to these differencegraatdized HRM policy is not possible. As one
respondent stated, “national systems of labor egigul are probably harder to break down than
we sometimes think”. In addition to different emyieent laws, airlines must also take national
public laws, taxation regulations, and social siguaspects (health insurance, pensions, Na-

tional Insurance, private nursing insurance, amidaot insurance etc.) into consideration.

Summary and Implications

In this study we have analyzed the pressures &ndsirdization vs. individualization in the air-
line industry with particular reference to Stariétice. Overall, a high pressure for standardiza-
tion can be resumed. In particular, the presencauttinational competitors and customers with
highly universal needs, as well as the high investnand technology intensity result in a strong
pressure to exploit economies of scale whenevesilgles As a consequence, the need for global
integration at Star Alliance is high. At the sarmee, the industry is faced with a high level of
national regulations such as restrictions on madagess and foreign protectionism, which

means that some characteristics of a blocked-giobaktry (Porter, 1986) can be found, too.
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Nevertheless, as Ghoshal (1987) argues, the asagsnot be limited to the industry level, but
must be taken further to a firm level, as functideael, and even to a task level (Figure 3). As
explained above, Star Alliance is characterized lbygh degree of global integration. This inte-
gration is however, mainly focused on the standatdin of procurement, IT Systems, facilities
and marketing. In contrast to these functions, RIMHthe pressures for differentiation are still

dominant.

Industry Firm Function Task

high
Airlines Star
Alliance
leadership

HRM recruitment &
selection

low high \ \‘ ke compensation

Pressures for
Differentiation

development

<}
N

uoneziprepuers
10} sainssaid

Figure 3: Levels of Standardization vs. Differetitin of HRM at Star Alliance

A more detailed look at the task level shows teatuitment and selection, remuneration and
participation are largely individualized. The matifferences between the airlines and their non-
congruent interests make the standardized inpthesfe instruments ineffective at globally dis-
tributed workplaces. Moreover, the conflicting tedaship between cooperation and competition
would (if legally possible) demand a too greateteleof control and expense. Therefore, Star
Alliance airlines only standardize certain aspeétsaining and development. Here, a coordina-
tion of activities takes place and is necessamgllagperative employees of Star Alliance airlines
need to be informed about all products and prosets# are present on an alliance level. The

actual implication of the training, however, is mgdne responsibility of the individual airline.

To summarize, it could be argued that whilst todbtside world, alliance membership is praised
and has a certain legitimacy by focusing on synamyy harmony, internally the partners’ main
objective is to preserve their autonomy as far @ssible by focusing on individualism (Kley-

mann, 2005). These three opposing principles oémyn harmony and individualism are the
fundamental principles of the alliance and they symbolized by the triangular shape of the
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stars in the Star Alliance logo (Lufthansa, 200Z&erefore, the extremes of a fully standardized
or a fully individualized strategy are arguably aot objective of the alliance. Star Alliance fol-
lows a holistic perspective. On the one hand, enae reaps the benefits of economics of scale
and scope, as well as of reduced costs, which sseceted with global coordination. On the
other hand however, the airlines equally conceatoat adapting to political forces, government
demands and the individual cultural needs of thaiployees by being locally responsive. This
can be referred to as “transnational capabilitydrtitt and Ghoshal, 1989).

An interesting question is whether HRM policiesSsar Alliance airlines will increasingly be-
come standardized or individualized in the fut@ae.the one side, previously standardized items
such as workshops for operational employees andigkeof different working groups are no
longer in place. This is partially caused by thet that over time, as the alliance has developed
and grown in size, many areas have become morelegpnapd difficult to coordinate (Luf-
thansa, 2002b). On the other side however, witheased co-operation between partners, a
higher standardization of certain HRM policies nieyfeasible. The likelihood of this is how-
ever restricted by different laws and regulatiandtures, and the limitations posed by cartel and
competition-enhancing authorities.
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