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Inthisstudy, the need and potential for standardization of Human Resource Management (HRM) at Star Alliance, the
largest strategic aliancein theairlineindustry, isanalyzed. The study showsthat, in contrast to other functions such
asprocurement, I T systems, facilitiesand marketing, intheareaof HRM pressuresfor differentiation are still dominant.
However, significant differences between the variousinstruments of HRM exist. Possible explanationsfor thisfinding
will be discussed and suggestionsfor future research will be made. The study isbased on 23 semi-structured interviews
with managers and employeesof seven Star Alliance members.
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1. INTRODUCTION

Theairlineindustry isone of thefastest growing industriesin theworld, and one of the main industriesthat isaffected
by globalization (Harvey et al. 2002). According to the International Air Transport Association (IATA 2004), the
number of passengers traveling on scheduled flights has increased on average by over six percent annually for the
last three decades. Compared to 2003, international airline passenger traffic increased by over fifteen percent in
2004, and in certain regions, such as Asia-Pacific, even by over twenty percent (Reuters 2005). A remarkable
characteristic of the airline industry is its high degree of horizontal integration. In the last 10 years, three major
aliances, namely Star Alliance, Oneworld and Sky Team, have been established. Together they account for nearly 70
percent of the global market share. Among thelargest 10 airlinesin theworld thereisonly one (Japan Airlines) which
has not yet joined one of these three coalitions (IATA 2005). The global competition in the airline industry changes
more and more from acompetition between airlinesto acompetition of airlinealliances (Oum et al. 2000; Welgeet al.
2006). Within these alliances, airlinesfrom different countries and at various sites around the globe cooperate. Thus,
diverse processes, knowledge, experiencesetc. are shared and commonly carried out.

Inrecent years, several studieson various aspects of airlinealliances management have been published. These studies
focus, for example, on the formsand extent of cooperation between partners (e.g. Mountford et al. 2004), the effects
of aliances on competition (e.g. Wang et al. 2004), consumer and policy issues (e.g. Gudmundsson 1999), and
impacts on airline productivity and profitability (e.g. Oum et al. 2000). Few studies, however, focus on aspects of
Human Resource Management (HRM) (e.g. Eaton 2001). Although certain HRM issuesin theairlineindustry, such as
human factors (e.g. Green et a. 1996), safety and risk (e.g. Alston 2004; Dietrich et a. 2004), and training and
selection (e.g. Henley 2004; Telfer et al. 1997) have been discussed in great detail, these studies neither focus their
analysis on aliances, nor provide an international comparison of HRM-practices, or an analysis of the extent of
standardization vs. differentiation. Thisissurprising sincetheresults of several studiesshow that HRM isoneof the
most significant factors affecting strategic alliances success or failure (e.g. Sunoo 1995; Lajara et a. 2002, 2003;
Holtbriigge 2004; Taylor 2005). Moreover, Porter (1986) indicates that the advantage of a global strategy in
international service companiesliesinthe support activities, that is, amongst others, in thefield of Human Resources
Management.

Theaim of thisstudy isto analyze the extent to which the members of Star Alliance apply astandardized, as opposed
toanindividualized HRM strategy. Theanalysiswill concentrate on four HRM instruments, namely recruitment and
selection, training and development, remuneration and employee participation, as well as on the coordination of
HRM activities. The study isbased on an extensiveliterature research aswell ason 23 semi-structured interviewswith
managersand employees of seven Star Alliance members.
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The structure of the study will be asfollows: In chapter 2, the relevance of the topic, and a short description of the
airline industry, with particular reference to airline alliances and Star Alliance, will be presented. In chapter 3, the
integration-responsiveness framework will be explained. The research design and methodol ogy of the study isbriefly
discussed in chapter 4. The degree of differentiation and standardization of several HRM instrumentswill be studied
in chapter 5. Afterwardsinternal and external pressuresfor standardization vs. differentiation will bedescribed. The
study endswith asummary of the main findings and some open questions.

2. BACKGROUND: AIRLINE INDUSTRY, AIRLINE ALLIANCESAND STAR
ALLIANCE

2.1 Airlinelndustry

Theairlineindustry isresponsiblefor the transportation of people, goods and post around the globe. It isaffected by
many factorsincluding wars, economic business cycles and business competition, aswell asahighlevel of regulation
(Vaaraet a. 2004; Wang 2004). Three characteristics of theairlineindustry have aparticularly largeimpact on HRM,
namely itshigh level of competition, its safety sensitivity, and its service orientation (Appelbaum et a. 2002).

Firstly, the airline industry is increasingly exposed to competition (Gudmundsson 2002; Ohanessian et al. 1999;
Pamatian et al. 1999). One reason for thisis the deregulation, which has taken place in recent years (Eaton 2001;
Lorenzoni et al. 2004; Vaaraet al. 2004). Theindustry has been transformed from being largely non-labor-sensitive,
into being highly labor-sensitive, with several implicationsfor |abor-management rel ations, such asredundanciesand
part-time positions (Gil 1990). A second reason is the increased price pressure from so-called Low Cost Carriers
(LCCs) (Lawton 2002). LCCs increase competition as they offer cheap fares, which they can achieve by leasing
instead of purchasing aircrafts, by having operations only in second-tier airports, and by selling viadirect channels,
such as the Internet (Blyton et al. 2003). These airlines place relatively more importance on HRM as a core value
within the airline than do traditional airlines, and maintain comparatively lower labor overheads by, amongst other
things, increasing labor flexibility (Gudmundsson 2004b), by having multiple-functional employees, and by providing
only abasic servicelevel (Blyton et al. 2003).

The second characteristic, safety-sensitivity, has become a growing concern for passengers, especialy since the
terrorist attacks of September 11th 2001 (Gudmundsson 2004a; Rhoadeset al. 2004; Wang 2004). Since aeronauitical
technology hasbecome very reliable, the mgjority of aviation accidentshave been aresult of pilot or crew error, or by
teamwork failures (Eaton 2001; Flin et al. 2002). Human errorsare claimed to be the cause of between sixty and eighty
percent of all accidents (Lima 2000). They can be aconsequence of alack of cognitive and social skills, failures of
interpersonal communication, poor crew coordination, bad decision-making, misunderstandings betweenindividuals,
andfailuresinleadership (Flin et al. 2002; Goodwin et a.). Diversity in national, linguistic and professional cultures
may also impair communication and safety (Appelbaum et al. 2004). Other errors can be caused by distraction during
decent, or by poor training practices (Lima 2000). Safety can also be endangered by cut backs in areas of human
resources such asinsufficient staffing, lack of training and insufficient resource allocation, as well as by misunder-
standings in communications and ineffective teamwork (Harvey et a. 2002; Appelbaum et al. 2004). Therefore,
training is taken more serioudly by airlines than by many other firms (Eaton 2001; Williams 2003), but without a
standardized training program, acommon safety level may not be present.

Finally, inacompetitive market like the airlineindustry an excellent customer serviceisarguably the key to survival
for themajority of firms (Ohanessian et al. 1999; Wang et al. 2004). Airlinesaimto provideahigh level of service, not
only dueto the disproportionate profitability of business-class passengers (Eaton 2001), but also in order to increase
customer satisfaction and strengthen the airline brand (Gudmundsson 2004b), aswell asto retain passengers and to
avoid the high marketing costs of gaining new ones (Lorenzoni et al. 2004). Customer’s expectations of service have
become ever more demanding over time (Appelbaum et al. 2002). Blyton et al. (2001) argue that because theleading
airlines offer arelatively similar service level, the single service-factor, which remains to for them to use as their
competitive advantage, is the employees that deliver this service. This means that it is the employees and not the
procedures, products or machinesthat represent the core competence, and the most important differentiators between
the average and the excellent airlines (Appelbaum et al. 2002, 2003a, 2003b; Ohanessian et al. 1999). This is
especidly trueintheairlineindustry, asthereisahigh level of close and frequent interaction between the front-line
staff and the customer, which requires professionalism in many instances (Eaton 2001; Lorenzoni et al. 2004; Netzer
1999).
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2.2 AirlineAlliances

Theairlineindustry has shifted from being one characterized by stability and external regulation by the state, to one
characterized by rapid and dynamic change, where very large companies and global alliancesincreasingly dominate
operations (Blyton et al. 2003). Today, virtually every major airline participatesin an alliance with other partners.

Airlinealliances are not mergers (Vander Kraats 2000), asairlinesremain legally autonomous entities and keep their
identities (Netzer 1999; Vander Kraats 2000; Kleymann et a. 2004). They can however, to a certain extent, be
described as “ quasi-mergers’, as they develop code-sharing arrangements that involve a high level of integration
(Eaton 2001). In strategic alliances, airlines cooperate horizontally with other airlines, which are also potential or
actual competitors. Kleymann (2003a, 2003b, 2005) argues that aliances can partially be seen as organizationsin
their own right, but that these organizations are based on interdependent needs, rather than on common purposes.
Airlinesremain autonomous but are interdependent, meaning that centripetal forces bring the membersto integrate,
whilst simultaneous centrifugal forces push them away from one another.

Through aliances, partners aim to compete more successfully. Collaboration may consist of joint frequent-flyer
programs and check-in facilities, code-sharing agreements, marketing arrangements, procurement policies, system
commonality, and even the interchanges of flight-crew personnel and aircraft (Vander Kraats 2000). In contrast to
regional alliances, which are specific to aparticular region, strategic aliancesinvol ve code-sharing and other agreements
on avast number of routes (Vander Kraats 2000). Strategic aliances are said to generally have a significant and
positive impact on profitability (Oum et al. 2000), and on market share (Wang et a. 2004), especially when they
involve high-level co-operation. Strategic alliances facilitate an airling’s rapid external extension of its network
without risking financial or legal commitment to its partners (Gudmundsson 1999, 2004b). Alliance memberssharethe
costs associated with the devel opment of new products or processes, and join certain resources and operations (Oum
etal. 2000). Despitethe cultura diversity of partners, alliances allow their membersto harmonize and integrate their
products and processes, and passengers to enjoy smoother transitions for connecting flights (Vander Kraats 2000).
Nevertheless, the characteristics of the product, the market conditions, and the structure of operational costs create
challengesand make strategic airline alliances difficult to sustain (Turnbull et al. 2004).

2.3 Star Alliance

Star Allianceisnot only thelargest, but also the most integrated airline network. The members cooperate predominately
on anon-equity basisin many businessfields. The alliance wasformed in May 1997 by the following airlines: Air
Canada, Deutsche Lufthansa (L ufthansa), Scandinavian Airlines System (SAS), Thai Airways International (Thai
Airways), and United Air Lines (United). Today, Star Alliance has eighteen members, which isthelargest number of
partnersinany airlinealliance. Alongsidethefounding fiveairlines, other membersare Air New Zealand, All Nippon
Airways(ANA), AsanaAirlines, Audtrian Airlines(AUA), British Midland (bmi), LOT Polish Airlines, SingaporeAirlines
(SIA), South African Airways, Spanair, Swiss, TAP Portugal, US Airwaysand Viacao AereaRio-Grandense Brazilian
Airline (Varig) (Figure 1). In April 2006, the member airlines had accessto 842 airportsin 152 countries of theworld,
carried 425 million passengers annually and empl oyed approximately 360,000 people. With the addition of thefirst
regional members, the Finnish SAS subsidiary Bluel, and two further new partners, CroatiaAirlinesand AdriaAirways,
Star Allianceislikely to remain theworld'slargest airline aliance, with aglobal market share of around twenty-eight
percent (Star Alliance 2007).

The economic advantages of collaboration can arguably only be maximized if asingle controlling entity iscreated to
unify all aspects of the business under a central authority. Although there is no official controlling entity of Star
Alliance, Star Alliance ServicesLtd. functionsasa* project and brand management company” (Star Alliance 2004b)
to devoid the divergent interests of the members. The company was established according to German law in order to
co-ordinate the devel opment of Star-concepts, and to work towards an efficient rollout of joint products around the
world (Lufthansa2002a). It is organized into several strategic business unitsincluding Human Resourcesand Train-
ing, is financed through fees paid by the member airlines, and employs approximately sixty people. However, the
focusof Star Alliance ServicesLtd. ismoreon customer-related servicesand I T systems, rather than on HRM policies.
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Figure 1: The Airlinenetwork of Star Alliance
3. THEORETICAL FRAMEWORK: THE INTEGRATION-RESPONSIVENESS GRID

Asdo the operators of any serviceindustry, airlinesfacethe challenge of finding the right strategic bal ance between
global efficiency on the one hand, and satisfying individual customer needs on the other. This question of balancing
global standardization and local individualization hasreceived significant academic attention since the early 1980s
(e.g., Porter 1986; Bartlett et al. 1989).

According to Prahalad and Doz (1987 p. 14), standardization is the central management of resource commitments
across national boundaries in the pursuit of a strategy that is normally the responsibility of the headquarters. A
standardized HRM strategy at Star Alliance would mean that all human resource-related activitiesare organized ona
global scale. The member airlines would become increasingly similar and integrated, and thisintegration would be
driven through joint technological systems and frequent communication. The main objective would be to achieve
global-scale efficiency, and a centralized focus would be in place to coordinate the integrated airlines. The airlines
would have aglobal HRM strategy, which could, for example, involve standardized methodsfor recruitment, training-
programsthat are carried out on aworldwide basis, and global remuneration systems. In addition, theairlineswould
have aglobal workforcewith asingle alliance culture, ajoint management team, and aglobal resource base.

Theadoption of astandardization strategy, however, has been argued to be naive and over-simplistic, asitignoresthe
inherent complexity of operationsin international markets. Problems associated with the standardization of human
resources would include, for example, the reluctance to change, cultural incompatibility, and different legal and
economic environments. Due to these problems, an individualized HRM strategy is often required. According to
Prahalad and Doz (1987 p. 15), local responsivenessrefersto resource commitment decisionstaken autonomously by
asubsidiary in response to primarily local customer demands. This involves aiming to take into consideration the
particulars of employeesin theworking relationship. Anindividualized HRM strategy would emphasize localization
over globalization dueto, amongst other things, differences and incompatibilities of cultures and varied institutional
environments. The HRM strategies of airlines would remain diverse and fragmented, the airlines would focus on
exploiting their diversity and being responsive to local demands, and they would have a global network structure.
Theunderlying assumptions of anindividualized HRM philosophy include the evidence of heterogeneous needsand
interests of workers, the unwillingness of employeesto sacrificetheir individual preferencesfor systemsand processes,
and the limited ability to achieve economies of scal e through global organization.

4. RESEARCH DESIGN AND METHODOLOGY

In order to analyzethevariouspressuresfor standardization vs. differentiation of HRM instruments, 23 semi-structured
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interviewswith pilots, ground staff and flight attendants aswell as middle and top-managers of seven partner airlines
were conducted. Moreover, two top-managers of Star Alliance ServicesLtd. wereinterviewed.

Theinterviews|asted between 1 and 1 ¥2 hours and were audio-taped. Subsequently, al interviewsweretranscripted
and computer-analyzed with the software program NVivo. The analysis contains a citation analysis and a network
analysisof statements.

5. STANDARDIZATION VS. DIFFERENTIATION OF HRM INSTRUMENTS

Inthefollowing, adetailed analysis of particular HRM instrumentsat Star Alliancewill be made. Four fundamental
instrumentswill be discussed, namely (1) recruitment and selection, (2) training and devel opment, (3) compensation,
and (4) leadership.

First, recruitment and selection generally involves HR-marketing, as well as the choice and employment of the
appropriate applicant. In general, airlines place great emphasis on hiring the right contact persons, and pilots with
both technical andinterpersonal skills (Appelbaum et al. 2002). Thereiscurrently no standardized recruitment policy
for Star Alliance airlines, although our respondents identify recruitment to be an area, which could possibly be
standardized in thefuture. One could assumethat as cabin crew and pilotsof al airlinesmust be ableto perform similar
tasks, that to a certain extent, the recruitment process could be standardized. However, the recruitment processes of
Star Alliance airlines are somewhat different. For example, when considering the requirements for cabin crew, the
strategy of some airlines is more market-orientated than HR-orientated, as their selection process emphasizes the
appearance of applicants, rather than their experience or capabilities (Eaton 2001). Dueto legal reasonsal airlines
reguire applicantsto have aminimum age of eighteen, and there are legal requirementsfor pilotsand cabin crew in
terms of citizenship and holding a valid right to work in a given country. In addition, aimost all airlines require
applicants to have a certain height and a “ proportional weight” (bmi 2004; Thai Airways 2004; L ufthansa 2005).
Lufthansaisthe only airline, which also restricts the maximum age of crewmember applicantsto 40 years. Thisis
reasoned by L ufthansa’sbelief that thisjob isnot alifetime-career, but onewhichisnormally performed for seven to
ten years only, due to the strenuous nature of the job, unsocial working hours, and frequent trips away from home
which do not correspond to personal pursuits of family life. Other reasons for this policy are to increase flexibility
(Appelbaum et al. 2002), and to reducelong-term liabilities, such asseniority pay, pension costsand medical expenses
(Gil 1990). Inthe USA, Lufthansa's palicy would be classed as discrimination and aviol ation of the Age Discrimination
in Employment Act, which was imposed by the Equal Employment Opportunity Commission in 1967. This Act
indirectly permits cabin crew to carry out their occupation for as long as they can physically do so and pass the
medical tests. Asaresult, United Airlinesreportedly once employed acrewmember until the age of 80 years.

Aswell asrecruitment requirements, methods of recruitment also differ. For example, bmi applicants should apply via
post, Air New Zealand, Austrian and SIA applicants can apply viae-mail or by post, whereas L ufthansa applicants
undergo an advanced and sophisticated on-line application process through the company career portal. A further
differenceisthat at L ufthansa a passport photograph and at SIA afull-length photograph should be enclosed in the
application (Lufthansa 2005; Singapore Airlines 2004a). Thisis not legally feasible in the USA, due to potential
discrimination of applicantsin terms of ethnicity or appearance. In the USA applicants are not even questioned on
their personal details such asfamily status and age. Due to these differences, the employment as amember of cabin
crew at one Star Alliance member does not have any direct influence on the recruitment success by another member.
Although one of our respondents had five years of experience asacrewmember of SAS Norway, when applying for
asimilar position with L ufthansa, she wastreated as any first-time applicant and went through the standard process
of on-line application, telephone interview and personal interview. This could be regarded as inefficient as the
recruitment process requires time and resources on behalf of both the applicant and the HR-department.

Second, training and devel opment isaimed to equip empl oyeeswith the necessary knowledge, skillsand qudifications,
and the attitudes to perform their jobs in the best possible way to achieve corporate goals. Training increases the
ability of firmsto attract and hold on to talented employees, whichiscrucial for the successof airlines (Appelbaum et
al. 2002). Cabin crewmembers require arelatively standard educational background (Gil 1990). Training involves
specialized safety training (Goodwin et al. 2000), and training in the fields of communi cation, teamwork, decision-
making and emergency management (Liao et a. 2001; Paton et al. 2002). It varies at the different Star Alliance
members, and several airlines even havetheir own training academies or centersfor thetraining of pilots, cabin crew
and air technicians. For example, Singapore Airlines, which isrenowned for its customer service, invests heavily on
training (Singapore Airlines 2004b). Fifteen percent of payroll goes on employeetraining, compared to only oneand
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a half percent spent by American Airlines (Mycek 2000). Cabin crewmembers at SIA are trained for four months
(Singapore Airlines 20044), whereasthe American industry standard isfour weeks, only (Mycek 2000). At other Star
Allianceairlines, the basic training period for cabin crew rangesfrom fiveweeksat Air New Zealand (Air New Zealand
2007) to eight weeks at Air Canada (Air Canada 2007) and eight to ten weeks at L ufthansa (L ufthansa 2005). Pilots
differ from cabin crew asthey face onerous, prolonged and stringent training with requirementsfor the compul sory
number of flying hoursand different practical and theoretical examinations (Eaton 2001). Pilot training isalso very
company-specific, asit isfocused on aparticular airline, the particular airplanes of that airline, aswell asitsterms of
businessand processes, making it arather individualized matter. Dueto the skillsrequired to perform apilot’stask and
thelargeinvestment in these, airlinesarerelatively bound to their pilots (Blyton et al. 2001).

Nevertheless, according to our respondents, training and development isone areaof HRM, in which common policies
areinplacein Star Alliance airlines. For the coordination of these policies, the director of training and development at
Star Alliance ServicesLtd. meetswith theleading training managers of the partner airlines. These managersdiscuss
which type of personnel needsto betrained or informed about which Star Alliance strategies and processes. Thisis
most relevant for operational staff, such asground personnel, asthey need to befamiliar with al newly devel oped Star
Alliance products and processes, such as check-in facilities, ticketing, and baggage handling. In addition, general
information about the members and the benefits of the alliance, aswell asthe advantages of joint strategies need to
be taught to all Star Alliance employees. However, athough Star Alliance sets minimum training standards, the
methods, design and form of thetraining is not determined by Star Alliance, but isthe responsibility of each airline.

Beyond information about Star Alliance products and processes, training also focuses on areas such asinter-group
conflict and effectiveteamwork (Appelbaum et al. 2004). According to one respondent, ANA providesintercultural
awareness seminarsin Tokyo, which other aliance employeesattend. Star Alliance aso hasan internationally focused
trainee program for emerging employees, “Explorer”. Specific employees from partner airlines participate in this
program, and the costs are paid by the employing airline. Furthermore, the managers of the airlines are sometimes
offered development programs and work experience with other Star Alliance members (O’ Reilly 2002). Thereis
currently no “ Star Alliance College” to focus on management training and devel opment of employeesof al airlines.
However, the L ufthansa School of Business cooperateswith individual Star Alliance partnersin different fields, and
partners have the possihility to participatein coursesand programs given (O’ Reilly 2002). The programs are taught
in German and aretherefore generally only attended by employees of L ufthansaand Austrian Airlines. Moreover, the
available number of places on the programs is limited, and, due to the German codetermination law, Lufthansa
employees are given priority. The costs of participation (tuition fees, travel expenses, opportunity costsfrom being
away fromnormal job etc.) area sorelatively high.

Third, compensation basically refersto the payment of employees for their working services, as well as company
shares and other extras. In the airline industry, pilots and cabin crew are paid according to their seniority. Seniority
remuneration assumes that employees that have been working for the company for alength of time perform better
than newer employees, due to learning effects and their firm-specific knowledge about products, customers and
suppliers, aswell asthefirm culture. Seniority benefitsinclude higher wages, priority with choice of shift and holiday
dates, flight discounts, and increased job security. Since seniority is company-specific, pilots and cabin crew infre-
quently changetheir employer. In addition, different airlinesapply different types of employee compensationincluding
salary, pay-for-performance bonuses, profit sharing, employee ownership and performance recognition awards (Appel -
baum et al. 2003a). Moreover, profit sharing, stock purchasing, and contributions to retirement plans are common
(Appelbaum et al. 2003a). Remuneration varieswidely between countries and even within companies of one country,
asdifferent groups of employees are rewarded by different compensation systems. It is also affected by acountry’s
economic situation, living standards, and purchasing power, as well as culture, legal regulations, and industrial
relations. Therefore, remuneration issimply too complex to be standardized across Star Alliance members.

L eadership aswell asemployee participation are equally complex and difficult to standardize. According to Feldman
(2001), as Star Alliance’sjoint management is growing, the alliance unions are doing so, too. Examplesincludethe
Association of Star Alliance Pilots (ASAP) and the Star Cabin Coalition. The I TF also recently launched the trade
union “ Star Solidarity Alliance” to mirror the global aliance of United Airlines, Air Canada, Lufthansa, SAS, Thai
Airwaysand Varig (ITF2001). Intermsof bargaining power, cabin crewmembersarein arelatively weak position, due
totheir skill requirementsand the large supply of new-recruits, aswell as over-capacity and intensifying competition
among airlines (Eaton 2001). Pilotsarein amuch more favorable position asthey arein short supply worldwide, and
take up to three yearsto betrained (Gil 1990). The cooperation of pilots can have agreat affect on worldwide wage
negotiations. For example, in 2001, after Delta agreed to awage increase of approximately forty percent, pilotsall
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around the world began to demand similar increases. At Lufthansathere was a pilots strike, which ended being the
longest pay disputeintheairline’shistory. An agreement was made with awage increase of approximately thirty-five
percent (in comparison to ground personnel, who only received 3.5 percent higher wages) (Reuters 2004).
Nevertheless, as Eaton (2001) states, “ despite some pressurestowards multi-carrier collective bargaining, coordinated
bargaining was always spasmodic”. Therefore, again individual approaches are in place, especially for non-pilot
employeeswho areless organized (Feldman 2001).

6. PRESSURES FOR DIFFERENTIATION

Thelast section has shown that, with the exception of the coordination of training and devel opment activitiesby Star
Alliance ServicesLtd., Star Alliance airlines have predominantly individualized HRM strategies. In the following,
possiblereasonsfor thiswill bediscussed. Three main factors can beidentified to help to explain why astandardized
HRM policy isnot in place, namely (1) organizational, (2) cultural, and (3) legal factors. The sectionisbased on a
network analysis of therespondents’ statements. In Figure 2, thefour HRM instrumentsareillustrated in oval and the
threereasonsfor their differentiation areillustrated in squared boxes. Thethicker the frames of these boxes, themore
often these variables were named as differentiation pressures. The size of the arrows symbolizesthe frequency with
which the respective rel ationshi ps were mentioned.

Thefirst obviousreason why HRM isnot standardized isthat the organization Star Allianceisnot acorporationinits
own right, but anetwork of lose co-operation between legally independent airlines. Although member airlines are
partnerswho cooperate in many ways, they are also competitorsat the sametime. Theaim of theallianceisto create
ahealthy rel ationship between partnerswith the right balance of cooperation and competition (L ufthansa 2002b, p.
10).

A second factor that makesthe standardization of HRM policiesdifficult isculture. Cultura riftswithin airlinesare
inherent to the global multi-faceted nature of theindustry (Appelbaum et al. 2004). Asthe mgority of airlineswere
until fairly recently state owned and are often regarded as “national symbols’ (Kleymann 2003a), they generally
have astrong national identity. Star Alliance has consciously maintained theindividual charactersand cultures of the
airlines (Star Alliance 2004b). Furthermore, it isnot only theairlines, but al so the employees of theairlineswho differ
greatly. Dueto these differences, thereisno singleway that is suitableto deal with al individualsand to standardize
HRM (Lawler et a. 2000; Wright et al. 2003).

Leadership

Organization \
4

Development

Labour Law

Compensatio

Culture

Figure 2: Network analysisof HRM instruments and standardi zation pressures

As a consequence, Star Alliance has chosen to follow a multicultural strategy. Although the airlines have been
encouraged to befamiliar with the cultures of their partnersfrom the start, they are freeto maintain their own culture
and to adapt their strategy according to this culture. Due to this, airlines can have very individua styles and



262

characteristics, which are appreciated by customers (L ufthansa 2002b). Neverthel ess, certain elements of the “ Star
Alliance culture” can be seenin each of theairlines, partly due to common objectivesfor standard and quality. This
multicultural strategy of Star Alliancedirectly affectsHRM, for example, in the areas of HR-marketing, devel opment
and training, and leadership. In HR-marketing, the quality standards of the airlines are ascertained and primarily
locally organized. Devel opment and training programs can be tested for their appropriatenessin different airlinesand
different countries, and ahomogenous qualification standard can be applied worl dwide. Moreover, leadership aimsto
integrate alliance employees by standardizing communication worldwide through a global alliance magazine or
brochure. In addition, this strategy impliesthat the recruitment is made predominately of local people, asthey need to
befamiliar with the particular culture. Thismulticultural HRM aimsto combine global vision and strategieswith local
needs and strengths.

The third factor, which makes the standardization of HRM policies difficult, is differing legal environments. For
example, in Germany (where L ufthansaoriginates) employeesare represented in the governing bodies of corporations
more so thanin other countries (Turnbull et al. 2004). Inthe USA (where United and US Airways originate), themes
such as discrimination and harassment play a more important role than in other countries, and American contracts
contain relatively strict working time rules and provisions. American contracts restrict flexibility in the areas of
transfers (detailed job classifications) and promotions (seniority clauses) aswell asaircraft staffing to agreater extent
thanin, for example, Germany. Furthermore, in Sweden (where SAS partidly originates), employment laws makethe
|abor market more suitablefor older employeesthanin other countries, and workersare freeto work until they are 67
years of age. Dueto these differences, astandardized HRM policy isnot possible. Asonerespondent stated, “ national
systems of labor regulation are probably harder to break down than we sometimes think”. In addition to different
employment laws, airlines must a so take national publiclaws, taxation regulations, and social security aspects (health
insurance, pensions, National Insurance, private nursing insurance, and accident insurance etc.) into consideration.

7.SUMMARY AND IMPLICATIONS

In this study we have analyzed the pressures for standardization vs. individualization in the airline industry with
particular reference to Star Alliance. Overall, ahigh pressure for standardization can be resumed. In particular, the
presence of multinational competitorsand customerswith highly universal needs, aswell asthe high investment and
technology intensity result in astrong pressure to exploit economies of scale whenever possible. Asaconsequence,
the need for global integration at Star Allianceis high. At the sametime, the industry is faced with a high level of
national regulations such as restrictions on market access and foreign protectionism, which means that some
characteristics of ablocked-global industry (Porter 1986) can be found, too.

Nevertheless, as Ghoshal (1987) argues, the analysis cannot belimited to theindustry level, but must betaken further
toafirmlevel, asfunctiona level, and evento atask level (Figure 3). Asexplained above, Star Allianceischaracterized
by ahigh degree of global integration. Thisintegration ishowever, mainly focused on the standardization of procure-
ment, I'T Systems, facilitiesand marketing. In contrast to these functions, in HRM the pressuresfor differentiation are
still dominant.

A moredetailed |ook at thetask level showsthat recruitment and selection, remuneration and participation arelargely
individualized. The many differences between the airlines and their non-congruent interests make the standardized
input of these instruments ineffective at globally distributed workplaces. Moreover, the conflicting relationship
between cooperation and competition would (if legally possible) demand atoo greater level of control and expense.
Therefore, Star Alliance airlinesonly standardize certain aspects of training and development. Here, acoordination of
activitiestakesplaceand isnecessary asall operative employeesof Star Alliance airlines need to beinformed about all
products and processesthat are present on an alliancelevel. The actual implication of thetraining, however, isagain
theresponsibility of theindividual airline.

To summarize, it could be argued that whilst to the outside world, alliance membership is praised and has certain
legitimacy by focusing on synergy and harmony, internally the partners’ main objectiveisto preservetheir autonomy
as far as possible by focusing on individualism (Kleymann 2005). These three opposing principles of synergy,
harmony and individualism are the fundamental principles of the alliance and they are symbolized by the triangular
shapeof thestarsinthe Star Alliancelogo (L ufthansa2002a). Therefore, the extremesof afully standardized or afully
individualized strategy are arguably not an objective of thealliance. Star Alliancefollowsaholistic perspective. On
the one hand, the alliance reaps the benefits of economics of scale and scope, aswell as of reduced costs, which are
associated with global coordination. On the other hand however, the airlines equally concentrate on adapting to
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political forces, government demands and theindividual cultural needs of their employeesby beinglocally responsive.
Thiscan bereferred to as“transnational capability” (Bartlett et al. 1989).

Industry Firm Function Task
high
Airlines Star
Alliance

development

HRM leadership

recruitment &
selection

Pressures for compensation
Differentiation

low |low hig

uoneziprepuels
10} sainssald

Figure 3: Levelsof standardization vs. differentiation of HRM at Star Alliance

Aninteresting question iswhether HRM policiesat Star Alliance airlineswill increasingly become standardized or
individualized in the future. On the one side, previously standardized items such as workshops for operational
employeesand the use of different working groupsare no longer in place. Thisispartially caused by thefact that over
time, as the aliance has developed and grown in size; many areas have become more complex and difficult to
coordinate (Lufthansa 2002b). On the other side however, with increased co-operation between partners, a higher
standardization of certain HRM policiesmay befeasible. Thelikelihood of thisishowever restricted by different laws
and regulations, cultures, and the limitations posed by cartel and competition-enhancing authorities.
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