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This study explores the extent to which Australian exporting firms linked their
human resource (HR) practices with their organisational structures in the early
sitage of internationalisation. We propose that the export intensity of Australian
manufacturing firms is predicted by strategic HRM, human-capital-enhancing HR
practices, degree of knowledge reiention, and decentralisation of decision-making
processes. There are two major findings. Firs:, there is a strong level of inter-
correlation between the HRM variables, while export intensity is correlated with
selective staffing HR practices. Second, the regression analysis shows that the
adoption of selective staffing together with the decentralisation in decision-malking
predicts export intensity. The result implies that as the level of export intensity
increases, Australian firms adopt selective staffing practices to-enhance the human
stock required to engage in internationalisation. Decision-making is decentralised
to line managers to allow them to deal with strategic and operational issues
resulting from increasing internationalisation.

Introduction

Despite the growing literature in the field of international management and global strategy (see
the review by Chng and Pangarkar, 2000), surprisingly little is known about how MNCs manage
their human resources (HR), particularly across national borders (Ferner, 1994; Welch, 1994).
Human resource issues in ao international context have ofien been acknowledged as important,
despite the lack of inclusion of HR in investigations of international management (Schuler,
Dowling and De Cieri, 1993). Several crticisms of the area, as well as the overall lack of
inclusion, are addressed in the study, for example the inclusion of decentralisation. This study
aims to examine the nature of the management of human capital in firms at various stages of
exporting—often the first steps toward internationalisation.

In our current study, internationalisation is defined as the process of increasing mvolvement by
organisations in cross-border activities, including both inward and outward activities, a
definition similar to that used by scholars such as Johanson and Vahine (1990), Luostarinen and
Weich (1990). and Melin (1992). The process of internationalisation is an evolutionary process
whereby organisational commitment to foreign activities builds up on a sequential basis.

Within the internationalisation process, exporting is the most common foreign market entry
mode (Luostarinen and Welch, 1990), particularly due to minimised business risks, the low
esource commitment and high flexibility (Young et al., 1989). The process models of
nternationalisation, especially the cumulative models such as that of Bilkey and Tesar (1977),
emphasise exporting as the vehicle for accumulating knowledge of, and experience im,
iternational business. That is, exporting, as the critical first stage(s) of the internationalisation
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process, allows the firm to accumulate international business experience and knowledge, which
may or may not lead to increasing internationalisation.

From the perspective of international business, increasing complementarity among technology,
capital and location has forced organisations to look for new forms of competitive edge. HR has
been proposed as one of the most important sources of competitive advantage in this global
environment (Barney, 1991). It is crucial to consider the importance of achieving competitive
advantage by ensuring people management issues are considered in the management processes
of the international firms (De Cieri and Dowling, 1999; Schuler, Dowling and De Cieri, 1993;
Welch and Welch, 1997).

The strategic management of manufacturing firms has been the topic of many recent studies
(Craig, 1999; Dow, 2000; Industry Commission, 1998; Orr, 1999; Thirkell and Dau, 1998).
There is also increasing focus on the internal structures of manufacturing firms, specifically the
linkage between manufacturing strategies and HR practices (MacDuffie 1995; Snell and Dean
1992). Research has also shown that organisational structures are important in enhancing the
intangible assets of the firm, but the relationship between internal structures for managing
intangible assets and internationalisation has yet to be established. Furthermore, there is
nsufficient attention on the internationalisation of mamufacturing firms; specifically, how these
firms utilise strategic HRM to enhance the human stock as they become more involved in
exporting. Therefore, in the current study we aim to address these gaps in the literature by
examining the relationships among export intensity, strategic HRM, buman-capital-enhancing
HR practices, a firm’s knowledge stability and the decentralisation of decision-making in
Australian manufacturing firms.

The format of this paper is as follows: First, we review the literature to derive at the research
questions. Second, we briefly outline the research context, by placing the study within the
framework of Australia’s manufacturing industry. After discussion of the research methods, in
particular, the use of a survey of Australian manufacturing firms, the findings of the regression
analysis are reported, together with a discussion of implications for theory and practice.

Strategic HRM and Human Capital in Internationalisation

The importance of managing intangible resources has been the subject of many authors from the
field of strategic management. From the knowledge management literature, Sveiby (1997: 12)
propose that intangible resources be categorised to include external structure (such as brands,
customers and supplier relationships), internal structure (such as organisational management and
attitudes), and individual competence (such as education and experience). Grant (1996) argues
that the internal structures of the firm are important in ephancing and supporting the
management of knowledge. The know-how of empioyees and the cuiture of the firm, among
other faciors, are critical in ensuring that the intangible resources of the firm—skills, abilities
and capabilities—are managed strategically to achieve competitive advantage (Hall, 1993).
From a knowledge management perspective, there is a relationship between a firm'’s intangible
resources and its HR, because strategic people management practices can be used to enhance the
individual competence of the firm’s HR (Sveiby, 1997).

Similarly, HRM . researchers such as Wright and his colleagues (Barney and Wright, 1998;
Wright, McMahan and McWilliams, 1994) adopt a resource-based view of the firm in
explaining the importance of strategic HRM practices so that HR is used to enhance and sustain
the competitive advantage of the firm. These researchers all focus on the internal aspects of the
firm, such as skills, experience and knowledge, known as human capital (Davenport, 1999;
Pames, 1984), and which contribute to the value of the firm (Schultz, 1961).
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Specific HR practices may be used to enhance the human capital of employees, which, in turn,
means that the HR practices are indicators of the firm’s investment in its HR (Snell and Dean,
1992). With an increasing focus on the management of knowledge as a source of competitive
advantage, the human capital approach provides the opportunity for emphasising the intellectual
aspects of a firm’s capital (Petty and Guthrie, 2000; Sveiby, 1997; Zack, 1999). Others, such as
Jayaram, Droge and Vickery (1999) and Rowden (1995), also conclude that the strategic HRM
practices are related to a finm’s performance in the manufacturing industry. Specifically, HR
practices can be used to enhance the competitiveness in manufacturing firms in relation to the
four quality indicators of quality, flexibility, cost and time (Jayaram, Droge, and Vickery, 1999).

There is then a need for the development and maintenance of managers who are able to add
value by determining the scope, direction of growth and opportunities for growth of the
organisation in international business operations (Buckley, 1993). To increase productivity
through human capital, the firm needs to hamess the potential contribution of the employzes and
this human capital must then be developed and managed as a core competence of the firm,
reating employees as a source of competitive advantage (Barmey, 1991).

A key mechanism for harnessing the human capital is by using appropriate HR practices
Youndt et al.,, 1996). Indeed, the importance of HR practices in international business
wperations and the importance of understanding the differences in employment relations cannot
e underestimated (Bamber and Lansbury, 1993). The volatility of the international business
ayvironment also requires the internal operations of a firm 1o be flexible (Buckley and Casson,
1998). Internationalised firms face a number of pressures in the internatiopal business
ewironment, such as the need to achieve coordination and the decentralisation of organisational
practices and cross-cultural management issues (De Cieri and Dowling, 1999; Taggart, 1992).

IR practices can also be used to match the firm’s HR characteristics with the specific stage of
inernationalisation. As argued by scholars such as Bilkey and Tesar (1977), exporting is
gemerally used as a vehicle for manufacturing firms to accumulate knowledge of, and experience
in, international business. Organisations can put in place internal structures to encourage and
ethance the accumulation of knowledge. Empirical research (Snell and Dean, 1992; Youndt et
al, 1996) has demonstrated that human-capital-enhancing HR practices are important in this

aspect.

Srell and Dean (1992) find that human-capital-enhancing HR practices are positively correlated
with the adoption of advanced manufacturing technologies. For instance, the adoption of HR
pratices which focus on selective staffing is shown to contribute towards the development and
manienance of employees who are able to adapt to the demands and pressures of
intemationalisation. This finding is supported by Youndt et al., (1996).

Manifacturing strategy has been described as the match between employee competencies and
the extent of competitiveness in the market (Corbett and Wassenhove, 1993). This definition
requres emphasis to be placed upon the effectiveness of strategic HR practices and human-
capial-enhancing HR practices. The knowledge required to conduct export activities is a
dimension of the firm’s HR (Andersen, 1993). The level of knowledge acquired would, in part,
rely on the types of HR practices used to enhance learning. This notion of a match between HR
and & firm’s internal and external structures is consistent with the literature on strategic HRM
(Schuler, Dowling and De Cieri, 1993). Therefore, it is expected that organisations will adopt
gtrategic HR practices and human-capital-enhancing HR practices as they become involved in
internationalisation:
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Hypothesis 1: The adoption of strategic HRM is positively related to human-capital-enhancing
HR practices in manufacturing firms.

However, the effectiveness of the match between strategic HRM and human-capital-enhancing
HR practices requires the retention of knmowledge within organisations. If complementarity
between HR practices is not in place, then firms may have to incur higher costs in replacing
those who leave the organisations. Replacement of new recruits who have specialised
knowledge is expensive for the firms. As predicted by Snell and Dean (1992), firms place more
emphasis on seiective tests and other human-capital-enhancing HR practices as a means to
minimise the mismatch between individuals and objectives of the firm (as indicated by staff
tumover).

Sveiby (1997) argues that effectiveness in knowledge enhancement relies on the extent to which
internal processes, such as the retention of knowledge, have been put in place by the HR
function. Research from the field of marketing also shows that there is.a positive relationship
between export performance, and training and management of knowledge (Thirkell and Dan,
1998). However, knowledge creation takes time and it may impact on the competitiveness of
these firms. Therefore, it is expected that there is a positive relationship between strategic
HRM, HR practices and the degree of stability in retaining knowledge:

Hypothesis 2: The adoption of HRM (both strategic and human-capital-enhancing HR practices)
is positively related to the degree of stability in retaining knowledge within manufacturing firms.

There are also a number of organisational-level constraints or the adoption of a human-capital-
focused, strategic, people management practice. There is a need for MNCs to maintain a
balance between coordination, control and autonomy to ensure international competitiveness
(Bartlett and Ghoshal, 1987). As organisations grow and become more international in outlook,
control systems must be put in place to ensure the various parts of an organisation are integrated.
These “structural” factors have been said to be one of the fundamental issues in the management
of MNCs (Taggart, 1992).

The impact of the development of human capital or the degree of coordination and control
reflected in an exporting firm’s structure could both be affected by the extent of decentralisation
in decision-making. Exporting firms have minimum presence and control in the overseas market
as they employ the services of overseas intermediaries and distribution agents (Buckley, Pass
and Prescott, 1992). The extent to which an export firm decentralises its decision-making at-
corporate head office or at the line would influence its flexibility in meeting the challenges of
internationalisation. Firm size has also been found to be associated with export intensity,
although the relationship is often inconsistent (Bonaccorsi, 1992). Size has been typically seen
to be either input-oriented, in terms of number of employees, or output-oriented, in terms of
overall revepue (Beamish et al., 1999). Therefore, the adoption of strategic HRM, human-
capital-enbancing HR practices, and extent of decentralisation, together with a firm’s degree of
stability in retaining knowledge would predict export intensity in manufacturing firms:

Hypothesis 3: Strategic HRM, human-capital-enhancing HR practices, the degree of stability in
retaining knowledge and the extent of decentralisation in decision-making are posmvely related
to export intensity in manufacturing firms.
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Miethods

Re. search context

one of the objectives of government policy in Australia since the mid-1980s has been to
jncrease and diversify Australia’s exports earnings (Department of Industry, Technology and
CoTmerce 1991). As with the international manufacring industry, for example in the USA
Tertouzos, Lester and Solow 1990), there has been a geperal decline in the international
competitiveness of the industry between the late 1980s and early 1990s. With the adoption of
jndusty-wide microeconomic reforms, Australia’s exports of manufacturing goods and services
have been growing for the last decade after a period of relative stability (Australian Bureau of
Statistcs 1999). In the ten-year period between 1987-88 and 1997-98, Australia’s income-based
measure of gross domestic product increased at an average of 6.5 per cent and exports increased
at a rate of 8 per cent per year. The increase in manufactured goods exports averaged 14 per
cent over this period. Most of these exports were to countries such as Japan, the United States,
the Republic of Korea, New Zealand, and the ASEAN countries. Export, as a particular phase of
international business operations, is perceived to be the most common way of doing business
jmeman'onally (Luostarinen and Welch, 1990). It is an important component of Australia’s
mtemational balance of payment and there is an increase in the number of Australian firms
involved in international activities, especially in exports (Commonwealth of Australia 1995;
productivity Commission 1999). . :
Historically, the level of productivity within the Australian manufacturing industry has been low
in comparison with high-income countries such as Japan, United States, Canada; and the United
Kingdom (Productivity Commission, 1999: 33). Reasons contributing to this include the low
jevel ©of ipdustrial climate and poor workplace practices (Australian Manufacturing
Council/McKinsey and Co.,-1990). As a result, there was a tripartite agreement among the
unions, management and government to adopt microeconomic reforms as a means of making the
jndustry more competitive. Improvements include the adoption of lean production techniques
such as just-in-time, quality circles and other advanced manufacturing techniques (Shadur,
Rodwell and Bamber, 1995; Sohal and Egglestone, 1994), workplace reform strategies such as
training and development (Kane, Callender and Davis, 1994; Sohal and Marriott, 1993), job
redesigh and other industrial relations strategies (Morehead et al, 1997; Productivity
Commjssion, 1999).

Sample

We conduct a survey of manufacturing firms in Australia in order to understand the relationship
between the independent variables and export intensity. Due to the effect of foreign ownership
on the adoption of HRM (Ferner, 1997), we control for ownership by only surveying Australian-
owned manufacturing firms. The sample is drawn from a Dun and Bradstreet list of all of the
companies n the selected industries that have more than fifty employees, with the contact details
of the senior managers. The survey is typically sent to the Managing Director or General
Manager- Our research design follows that of other international management researchers such
as Leong and Tan (1993) and Peterson et al. (1996). In this study, we rely on the self-typing
approach by a single respondent (in this case, the most senior executive) and this is typical in
xﬁost international management research due 1o the difficulty of gaining 2 bigh response rate by
marching the responses from multiple respondents.

All of the companies used in the analyses below have more than fifty employees and are in the

following manufacturing industries (as selected at the two-digit Standard Industry
Classiflcaﬁon/SIc level): printing, publishing and allied manufacturing (27), chemical
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manufacturing (28), primary metal manufacturing (33), fabricated metal manufacturing (34), and
industrial machinery and computer manufacturing (35). All of the selected firms have their
company headquarters in Australia. Overall there are 196 responses, representing a response
rate of 27 per cent, after exciuding the more than 25 per cent of the list from Dun and Bradstrest
that are incorrect by telephone checks. This response rate is comparable with other studies
conducted in the manufacturing industry (for example, Fisher, Dowling and Garnham, 1999).

The responses used in the apalysis below are constrained according to the parameters of the
current investigation, based on information obtained from demographic questions in the survey;
that is, only Australian-owned companies, with more than fifty employees, and involved i
exporting are analysed. After further exclusion of those cases with missing data, the final sub-
sample used in the analyses contain seventy-three cases.

Variables

A questionnaire survey is used to identify the HR practices adopted by Australian organisations
in building human capital. The Strategic HRM index consists of seven items based on Huselid
(1995) and has a Cronbach alpha (&) of 0.85. The human capital HR practices that support and
develop the firm’s human capital are assessed using three-of Snell and Dean’s (1992) scales.
Specifically, the human capital measures used are selective staffing (seven items, 0=0.71),
comprehensive training (eight items, 0=0.88) and equitable reward systems (eight items,
0=0.45). The overall scale scores are constructed following Snell arid Dean (1992).

A key and popular indicator of a firm’s ability to retain knowledge is the Rookie ratio, which
can be regarded as a measure of organisational stability and efficiency (Sveiby, 1997: 177) as it .
focuses on the extent to which new members (or rookies) have stayed on in the organisation.
The Rookie ratio is obtained by asking respondents to “estimate the number of your employees
with less than two years’ tenure at your organisation™ and dividing the number obtained by the
overall number of full-time equivalent staff.

Export performance measures are constructed following standard international business practice
(Zou and Stan, 1998). The firms are asked to provide their overall revenue for the prior year and
their export revenue for the previous year. Foreign sales are a meaningful first-order indicator of
a company’s involvement in international business (Sullivan, 1994). The degree of export
imtensity is obtained by calculating the proportion of overall revenue that is obtained from
eXports.

The structure of the organisation is examined by measuring decentraiisation, based on the eight-
item scale from Delaney and Huselid (1996), although the anchors have been changed to those
of Miller and Droge (1986). The decentralisation scale examines decision-making authority for
the eight decisions and each item is scored from zero (0), “the decision is made at the level of
the board”, through to five (5) “ the decision is made by operatives on the shop-floor”. The
scale has a Cronbach alpha reliability coefficient of 0.87.

Results

The impact of swategic HRM, human-capital-enhancing HR practices, the status of knowledge
stability, and structure variables on export intensity are examined by using multiple regression.
All analyses are obtained using the Statistical Package for the Social Sciences.

Table 1 reports the correlations between the variables of interest. Strategic HRM and human-
capital-enhancing HR practices are also correlated, thus supporting hypothesis 1. The human-
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capital-enhancing HR practices are often significantly related to- each other, although only
selective staffing is significantly correlated with export intensity. Nomne of the variables are
significantly correlated with the Rookie ratio. Therefore, hypothesis 2 is only partly supported.

Table 1: Intercorrelations between Variables and Level of Significance witk Export
Intensity iz Australian Exporting Firms

Export :
Variable intensity 1 2 3 4 5
a
I, Rookie ratio -0.183

. Selective staffing 0.340* -0.019
i Comprehensive 0.046 0.032 0.455**

training
4 Equitable reward " *
systems 0.115 0.100 0.295 0.231
£ Strategic HRM -0.077 - -0.036 0.413* 0.505* 0.236*
6. Decentralisation 0.226 -0.044 0.136 0.219 -0.144 0.042

Nore: © After logy transjormation, similar-sized results are jound, with selective staffing
renaining as the only significant correlation.

*p<.05 -

*p<.0]
*% p <001

Afer checking the assumptions of the multiple regression, the export intensity variable is
traisformed using an absolute of the logy, of the original intensity score. The results of the
_regession are presented in Table 2.

Talie 2: Regression of Variables on Export Activity

prelictor variables b B Partial Correlation
Gelective staffing -0.039 -0.343* -0.308
conprehensive training -0.0001 -0.001 -0.001
gquiable reward systems 0.008 0.058 0.060
straggic HRM 0.014 0.105 0.097
Decentralisation -0.026 -0.244* -0.251
Roole ratio 0.007 0.129 0.142
Consant 1.857

R=04.5

=020

R” adj. =0.] 3

F(6,65) =2.75*

Noze: .‘D<. 0s.

Selectve staffing and decentralisation are significant predictors of export intensity. The
pegative signs on their Betas indicate a positive relationship between the variable and increasing

rtintensity (after allowing for the absolute log,, scoring). That is, as selective staffing and
decennalisation increase, so too does export intensity. The stability of the results is checked by
running the regression without the equitable reward sysiems variable (due to its‘low Cronbach
alpha) and the results remain consistent. This indicates that there is only parual support for

Hypoﬂrsis 3.
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Conclusion

The aim of this study is to examine the relationship between strategic HRM, human-capital-
enhancing HR practices, status of firm’s knowledge stability, and decentralised decision-
making, with the export intensity of Australian manufacturing firms. The following discussion
outlines the implications of the findings in relation to theory and practice for internatiomal
management, strategic HRM, and human capital theories.

Our findings support those of Snell and his colleagues (for example, Sneil and Dean, 1992;
Youndt et al.,, 1996). The level of -significant correlation between all HR practices (both
strategic and human capital) implies that exporting firms have adopted a strategic HRM
approach to people management. This is not a surprising finding because the experience of the
Australian manufacturing industry is similar to manufactring firms from the UK (Lowe,
Delbridge and Oliver, 1997) and the USA (Snell and Dean, 1992), as Australian firms have
undergone a period of managerial reforms. As noted in the report by Australia’s Productivity
Commission (1999), manufacturing firms have adopted a number of strategies such as just-in-
time and other advanced manufacturing techniques to become more competitive in the
international market. Researchers such as Snell and Dean (1992) conclude that the adoption of
these strategic initiatives is related to the adoption of strategic HRM and those practices that
focus on the creation of human capital required for mastering the new production techniques.
From an international management perspective, Thirkell and Dau (1998) also find that skills and
market knowledge (that is, components of human caprtal according to Parnes, 1984) are
important elements in enhancing export performance.

Based on the result of the regression amalysis, our second finding shows that only selective
staffing practices and decentralisation of decision-making best predict export intensity. Despite
the strong correiations between the variables, as the level of export intensified, firms tend to
focus more on using selective staffing practices to buy skills, rather than developing their own
human capital. In addition, the decision-making process is decentralised to line managers in
order for them to deal with strategic and operational issues resulting from increasing
internationalisation. This finding is consistent with the general trend observed within Australia
(Morehead et al., 1997; Productivity Commission, 1999).

The regression analysis also shows that a firm’s degree of knowledge retention does not predict
export intensity. This is a surprising finding as the degree of retaining knowledge within an
organisation (in the form of the Rookie ratio) and its relationship with export intensity has
practical and theoretical implications. From a practical perspective, the finding implies that the
microeconomic and workplace reforms are strongly entrenched within the Australian
manufacturing industry. As such, the retention of knowledge within exporting firms is already
in place due to the industry, union and government initiatives put in place to improve the
competitiveness of the manufacturing industry (for example, award restructuring and multi-
skilling). As noted in the report, the Productivity Commission (1999) states that workplace
flexibility practices, such as teamwork and multi-skilling, are commonly used in Australia.

From a theoretical perspective, the above findings are conmsistent with the literature on
international management, knowledge management, and strategic HRM. Results from the
regression analysis provide support for the internationalisation thesis put forward by Johanson
and Vahine (1990) and international strategic HRM scholars (Femer, 1997; Schuler, Dowling
and De Cieri, 1993; Welch and Welch, 1997).

. First, the above findings highlight the importance of achieving a match between the firm’s mode
of international business operations and its people management function (for example, Welch
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and Welch, 1994). As these firms become more experienced in international business, they
place more emphasis on using their international HR function to achieve success in their
international strategies. This particular style of relationship with the adoption of HR practices is
consistent with the evolutiopary process of internationalisation, according to the intemsity in
exporting activities and experience in Internationalisation. In this instance, sophisticated
selective staffing practices have been used to ensure that human capital is selected 10 add value
to the firms’ quest for interpational market share.

Second, the predictability of decentralisation and selective staffing practices for export intensity
provides support for what Sveiby (1997) terms ‘internal structure’ in knowledge management.
Together with the current level of emphasis or knowledge retention, our finding indicates that
there is some evidence that knowledge management practices are in place in these firms. These
practices are useful for enhancing the skills, experience and knowledge, or human capital
(Davenport, 1999; Pamnes, 1984).

Our findings support the Uppsala Internationalisation Model proposed by Johanson and Vahine
(1990). The evidence suggests that, as export intensity increases, Australian firms emphasise the
buying of skills, experience and knowledge through seleciive staffing. It suggests that HR
decisions in Australian manufacturing firms tend to foliow the degree of international
involvement. Knowledge development and the creation of an appropriate structure required to
support internationalisation are implicit in this incremental model of mtemauonahsanon
{(Johanson and Vahine, 1990: 11).

This finding is therefore consistent with the internalisation theory of management as proposed
by Buckley (1993), as it highlights the major role played by management during the process of
mternationalisation. In addition, the incorporation of a within-firm relationship variable
{Buckley, 1993: 203), such as the knowledge retention variable using the Rookie ratio, is a way
of improving the internalisation model. Therefore, our model of export intensity provides an
improvement to the internalisation approach.

Implications for Future Research

Qur research design is consistent with previous research in international management (for
erample, Leong and Tan, 1993; Peterson et al., 1996). Reliance on the self-typing approach by
a single respondent from each organmisation has a number of limitations in organisational
research (cf. Snmow and Hambrick, 1980). However, it is typical in most international
management research due to the difficulty of gaining a high response rate. In the current smdy,
we minimise this limitation by following the procedures in previous research (for example, De
Cieri and Dowling, 1997; Leong and Tan, 1993) and we sought the cooperation of respondents
prior to sending out the survey. In addition, we incorporate follow-up procedures to ensure an
acceptable response rate. »

This study finds that the intensity of export activity is predicted by the adoption of selective
staffing practices and the extent of decenwalisation of decisions. That is, just as the process
models of internationalisation emphasise accumulating experience in international business,
fims increase their use of selective staffing practices which develop human capital as they
become more active exporters. In addition, as firms intensify their exporting, they also
decentralise the decision-making process.

The current research could be extended in several directions. First, with exporting activity
typical of only the early phase of internationalisation, research could go on to examine the
dewelopment of human capital across stages of increasing mulunational activity. For example,
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would new subsidiaries have a much higher focus on human capital than their local
counterparts? Also important may be the extent of control and coordination by the head office
(or parent company) on the decision-making process (see review by Femer, 1994, and the work
by Campbell, Goold and Alexander, 1995) in relation to the management of the firm’s human

capital.

Second, future research could examine the development of intellectual capital (including human,
social and structural) across increasing levels of multinational activity. For example, would
different levels of internationalisation have different levels of focus on inteliectual capital?
Following the research direction undertaken by other scholars (for example, Gomes and
Ramaswamy, 1999; Zou and Stan, 1997), finure studies could construct better variables to
measure export performance.

Third, our current study does not adopt all the variables proposed by Sveiby (1997) to measure
the internal structures of a firmn’s knowledge management capabilities. Variables that measure
human, social and structural capital (see the review by Petty and Guthrie, 2000) -could be
integrated with knowledge management variables (Sveiby, 1997) so as to incorporate the
relationship between internal and external structures with organisational performance in
- international activities.

Fourth, future studies should also consider the impact of unionisation as 2 moderating variable in
predicting the adoption of strategic HRM and export intensity, due to the high level of
unionisation within the manufactunng industry (MacDuffie, 1995; Morehead et al., 1997; Snell
and Dean, 1992).

Lastly, the current study does not cover data from foreign-owned manufacturing ﬁrms. This is
in order to control for ownership differences in the adoption of HRM (see Ferner, 1997). Future
studies should expand the sampling frame to include both foreign- and Australian-owned
manufacturing firms to identify whether ownership differences would change the relationship
identified in the present study. It has been noted in the intemational management literature that
the nationality origin of ownership could have an influence on export performance (Gomes and
Ramaswamy, 1999).

In conclusion, our current study provides partial empirical support for the adoption of human-
capital-enhancing HR practices in predicting the level of export intensity in the Australian
context. We also find that the extent of decentralisation in decision-making explains the
variances in export intenmsity. Our findings are also consistent with the literature on
internationalisation and human capital. In our discussion we have considered the theoretical and
practical implications of the present study. Finally, we have also identified several suggestions
for other researchers to undertake in order to improve on our current study. -
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