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With 80% of the world’s 3 billion workers 
in developing and emerging economies, 
it is no wonder many leading organisa-
tions have their sights set on expanding 
their operations in these markets.

It is estimated that 70% of world GDP 
growth will come from emerging markets 
in the coming years. This, compared to the 
somewhat modest growth trajectories fore-
cast for US and European economies make 
emerging markets extremely attractive for 
many global organisations looking to capi-
talise on the abundant opportunities. Nev-
ertheless, it is those with the agility to adapt, 
and are able to anticipate and manage risks 
and opportunities, who are most likely to 
have the greatest competitive edge.

This article discusses some key people 
and organisational risks faced by global 
businesses looking to operate in these 
economies. 

The Role of HR
Global companies doing business in 
these markets need to ensure they are well 
equipped with the information and exper-
tise needed to manage effectively within 
these complex environments. Each mar-
ket has its own unique operational chal-
lenges, shaped by prevailing political and 
socio-economic structures, consumption 
trends, scholastic systems, and cultural 
norms, which consequently drive market 
practices. In order to succeed, businesses 
will need to understand the conditions 
within the markets in which they operate, 
and adapt accordingly. 

For companies looking to globalise and 
prosper in these diverse economies, hav-
ing an effective HR function can help 
prevent costly errors and enhance long-
term results. Experienced, skilled and 
resourceful HR teams will be critical to a 
company’s future growth and sustainabil-
ity. HR practitioners within multinational 
companies will need to take a holistic 
approach, and find equilibrium between 
local market and cultural trends, and 
the broader corporate strategic aims. For 
many, this will mean a transition from the 
traditional, reactive back-office support 
function to being progressive partners 
who are strategic assets to the business. 

Multinational corporations (MNCs) 
should review their people agenda and 
policies, taking into account both the 
local and global corporate perspective to 

maximise the competitive potential of 
employees across global markets. Recruit-
ment and retention policies, learning 
and development practices, and reward 
strategies will need to all evolve as global 
companies strive to create and promote a 
company brand that will attract and retain 
both employees and customers. 

Doing business and risk 
factors
Before embarking on new business ven-
tures, companies need to ensure appropri-
ate due diligence is carried out to man-
age any potential risks. When evaluating 
potential markets for expansion, compa-
nies should consider the following key 
risk factors: 

Politics
A country’s political and socio-economic 
environment can pose serious threats to 
businesses. The ability to assess the political 
and social situation will enable companies 
to get a good measure of the market’s level 
of stability in order to make key decisions 
on the investment. Emerging markets are 
well known for their volatility, where con-
ditions can change rapidly depending on 
the social political climate - resulting in 
legislative, tax and regulatory reforms, and 
where unexpected transfer risks can arise 
without notice. For companies operat-
ing within these markets, the ability to 
respond to rapidly changing circumstances 
is as imperative as the execution of strategy 
or implementation of policy. 

Integrity
Bribery and corruption remain serious 
issues in a majority of these markets. 
Companies should ensure the appropriate 
due diligence is carried out on potential 
partners and suppliers to prevent any pos-
sible reputational damage further down 
the line. Transparency International’s lat-
est ranking puts Brazil at 73, China just 
behind at 75, India at 95 and Russia way 
down the table at 143. For companies with 
a US or UK presence, the Foreign Corrupt 
Practices Act and UK Bribery Act will be 
an important consideration. Because of 
the extra-territorial jurisdictional reach of 
this legislation, implementing an effective 
programme for vetting partners and ven-
dors should be a critical priority in all of 
the markets in which they operate.

Security
Physical risks to people and assets are an 
unfortunate reality in some emerging 
countries due to poor infrastructure and 
instability. Companies have a duty of care 
to their people to ensure they provide a 
safe working environment and are pro-
tected from crime, violent protests, and 
at the extreme end kidnap and terrorism. 
According to a survey conducted by the 
Economist Intelligence Unit only 30% 
of companies surveyed had conducted 
regular risk assessments after their initial 
investment had been made. This suggests 
a degree of complacency in assuming a 
risk assessment made at the outset of an 
investment will protect operations over 
the longer term. 

Organisations should ensure they con-
duct regular risk assessments and provide 
appropriate training to employees to 
prepare them for the conditions they are 
likely to face and implement sound cri-
sis management plans to prepare for the 
unexpected.   

These potential risks should not neces-
sarily deter potential investors, but should 
make them better informed and more 
aware of their responsibilities when mak-
ing key business decisions.

Other HR and business issues to con-
sider include:

Laws and Regulations
In many countries employment laws and 
regulations are by and large favourable to 
employees. This can pose significant pres-
sure on a company’s finances if not prop-
erly managed. Local laws and regulations 
should feature in a company’s planning 
and cost analysis prior to any engagement 
to avoid any costly pitfalls. 

HR teams should ensure they are aware 
of such laws, regulations and practices, 
and help the business interpret what 
these mean in practice, from both an 
operational and cost perspective. Consid-
eration must be given to all employment 
issues – visa, tax, social security, health 
care, pension benefits and unemployment 
compensation - in the event of possible 
individual dismissals, or multiple con-
tract terminations as a result of restruc-
tures or closing down an entire opera-
tion. In some locales it may not be per-
mitted to terminate employees without 
incurring government-mandated costs, 
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whilst in others, employers are required 
to give substantial notice before contract 
terminations. Missing this type of perti-
nent detail could be extremely costly for 
companies who are caught unaware. 

In countries such as Brazil, it is illegal 
for companies to have more than one-
third of their total workforce consist of 
foreign workers. This, coupled with strict 
visa requirements can present difficulties 
for MNCs wanting to deploy expatriates 
to conduct the initial operational set up 
in this locale. 

In China, since the Labour Contract Law 
was introduced in 2008, it has become eas-
ier for employees to file wrongful dismissal 
claims. Unlike the US, there is no “at will” 
employment in China. All terminations 
must have a cause, with the burden of proof 
on the employer to justify the reasons. Those 
causes must be stipulated by law and clearly 
proven, making it difficult for companies 
to terminate employees during the term of 
their employment. As such, it is common 
practice in China to employ people on ini-
tial fixed-term contracts to allow some con-
trol and flexibility. There are also different 
municipal laws which need to be considered 
depending on where the company operates 
adding an extra layer of complexity to the 
interpretation of local legislation. 

Laws and regulations rapidly change, 
therefore keeping abreast of changes 
is vital in ensuring the company is not 
caught out. Failure to do so may have 
consequences which exceed the usual 
fines and penalties. Breaching laws and 
regulations can have an impact on the 
company’s brand and reputation, and fur-
thermore damage relations with the local 
authorities which can have serious impli-
cations for future business in the market.

Building relationships with foreign 
governments and local authorities may be 
a way for companies to better understand 
the political system to assess and poten-
tially pre-empt any future changes. In 
some markets, these types of relationships 
are essential to understanding the dynam-
ics of how to work with the government 
and adapt company practices.

Recruitment and Retention
The global war for talent remains prevalent 
in emerging markets. This situation only 
intensifies as businesses grow within the 
market. From the outset, HR teams should 
review the broad demographic and edu-
cational environment as well as details of 
employment legislation and other poten-
tially restricting factors, to determine the 

quality and quantity of available talent, 
and overall feasibility of operating in the 
market. 

A primary reason for the talent shortfall 
in emerging markets can be inadequate 
education or training. While the number 
of graduates has grown by between 30% 
and 50% in many emerging nations over 
the past few years, it is estimated that only 
10%-20% of those graduates are employa-
ble by international standards, significantly 
reducing the talent pool in those markets.

Clients we have worked with report 
higher staff turnover in some emerging 
markets. Employees recognise talent short-
falls and can switch organisations for what 
may appear to be a nominal improvement 
in salary or benefits. The cost is often to 
the clients who inevitably have to bear the 
deterioration in service. Companies usu-
ally respond with a reactive counter offer to 
limit attrition, which sometimes mitigates 
the issue. However, this is typically a short-
term fix before a bigger and better offer 
comes along and restarts the cycle. 

Companies need to think more crea-
tively about their reward proposition 
within these types of diverse markets. 
Understanding the culture and demo-
graphic is key to understanding what 
workers value in those markets – this will 
differ from country to country, culture to 
culture. The simplest solutions can some-
times be the most effective. For instance, 
some factories in China reported better 
retention rates following the introduction 
of improved cafeteria food and a pleas-
ant working environment. At the core 
of it, the company’s HR functions must 
become acquainted with relevant cultural 
issues to develop the right retention strat-
egies that cater to employee needs and 
preferences within the market.

Global companies should not make dan-
gerous and potentially costly assumptions 
based on their home country norms. HR 
teams should play a key part in translat-
ing laws and regulations, and beyond that, 
recognise local culture and customs which 
may impact ways of working in the market 
and adapt local employment practices and 
engagement methods accordingly. 

Talent Management
It is equally important to have a robust 
talent management strategy to develop 
and retain high potential individuals 
as it is to recruit top talent from across 
the world. Formulating well-designed 
remuneration packages that reward and 
incentivise people at different levels will 

go some way to helping organisations 
achieve this. However, companies should 
look further than compensation and ben-
efits, at other critical retention factors 
to manage their talent effectively. These 
include creating transparent and flexible 
career opportunities, having a transpar-
ent performance management system 
that encourages regular performance 
feedback, and provides employees with 
a clear understanding of objectives, roles 
and responsibilities. Progressive training 
and development options, good work/life 
balance and effective people management 
also play an important role. 

Whilst it is important for multination-
als to apply global principles to their talent 
management practices, a one size fits all 
approach may not necessary work when 
operating within such diverse markets. 
There should be recognition that differ-
ent cultures may interpret these systems 
differently. For example, it is the norm 
within Western companies to commend 
the top 5% high performers and iden-
tify poor performers. However, in Asian 
markets, where people prefer to focus on 
strengths rather than weaknesses, direct 
and especially public criticism is not cul-
turally acceptable. Therefore, the engage-
ment techniques used to implement these 
practices should take into account the 
market and cultural sensitivities.  

Conclusion
The significance of emerging markets 
has become more prominent as growth 
forecasts in developed economies remain 
stagnant. However, past experiences have 
demonstrated the risk of doing business in 
emerging economies and the importance 
of getting the fundamentals right, such as 
having good people, an awareness of cul-
ture and a robust risk management plan.

Rather than fall into the trap of com-
placency, leaders should continue to exer-
cise a degree of scepticism and continue to 
challenge the organisation’s strategic plan. 
Growth potential in emerging markets are 
so enticing that many plans are formu-
lated too hastily, without thought to the 
complexities of operating in those mar-
kets. Companies should therefore ensure 
they are well informed and continuously 
adapting to the ever-fluid risk conditions 
in emerging markets to achieve longer-
term sustainability.
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