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Foreword

As businesses continue to expand their global reach, leaders need to 
be thinking about how they will be able to stem risk consistently in 
the many markets in which they operate—amid numerous quirks 
and considerations relating to culture, language, and regional 
considerations, both internal and external to the entity. We asked 
three of our experts in such matters to put pen to paper to bring you 
some insight into how best to proceed with global HR and benefit plan 
governance, regardless of your organization’s headquarters location, 
structure, or maturity: Charles Yovino, a Principal in the US; Iris 
Tuinstra, a Senior Manager in The Netherlands; and Ryosuke Sasaki, 
a Director in Japan; weigh in.

We hope you’ll take the opportunity to review the perspectives 

offered in this issue of HR Innovation.

Scott Olsen 
US Leader, Human Resource Services
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By Charles J. Yovino, Iris Tuinstra, 
and Ryosuke Sasaki1

Countries around the world harbor 

a considerable body of thought on 

plan governance—and the level 

of awareness of governance, risk 

management, and compliance for 

HR and benefit plans is on the rise.

But how best to develop a 

thorough, global strategy? And 

which strategy and organizational 

structure can bring consistency, 

accountability, and harmony 

to the numerous unique and 

independent HR and benefit plans 

and programs?

1 Charles Yovino is a Principal in the 
US; Iris Tuinstra is a Senior Manager 
in The Netherlands; Ryosuke Sasaki is 
a Director in Japan.

“Culture eats strategy for 
breakfast.”

—Peter Drucker

“A different language is a 
different vision of life.”

—Frederico Fellini

All together now: An effective approach to global HR and benefit plan governance
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Common corporate evolution 
of global HR and benefit plan 
governance

The status of an entity’s global HR 
and benefit plan governance depends 
on numerous factors, including 
the maturity of the economy, the 
maturity of the company, the country 
and region where the company 
developed, and the company’s 
general HR globalization maturity.

Companies expanding globally from 
less mature economies or where the 
company itself is not very mature 
often lack a cohesive global HR 
governance strategy. In addition, 
as companies expand globally, they 
tend to transition through various 
stages, which require varying levels 
of oversight or governance. 

For example, a company that has 
just started to export and has limited 
sales offices overseas will have lower 
overseas risks and will be able to 
tolerate a lower level of governance. 
As full globalization takes hold and 
the business designs, manufactures, 

markets, and sources talent for all of 
its endeavors globally, the risk profile 
changes and the need to manage 
those risks in multiple countries in a 
consistent fashion increases.  

Because global growth for most 
companies has typically been 
evolutionary, business leaders 
likely did not initially contemplate a 
cohesive, global HR and benefit plan 
governance structure, so it needs to 
be developed after the fact and often 
also occurs in an evolutionary way. 

Typically, the initial and main 
driver of establishing some level of 
governance stems from financial 
reporting needs. This usually 
leads to inventorying plans that 
affect the financial statements or 
working to instill some level of 
financial reporting consistency. 
Another important and often 
parallel objective relates to funding 
and investing oversight for larger 
funded benefit programs. This 
usually ties back to the primary 
financial considerations with the 
goal of avoiding or having advance 

knowledge of swings in liabilities or 
funding; a subordinate consideration 
relates to vendor consolidation or 
consistency in management.  

Because financial reporting and 
cash-flow consideration have driven 
the evolution of governance in 
global HR, larger funded plans have 
been the focus of global governance 
development. This is one of the 
reasons why the most progress in 
global governance has involved 
defined benefit pension plans.  

While the focus on larger 
defined benefit pension plans 
is understandable, the current 
evolution ignores non-financial 
reporting risks related to existing 
known liabilities. For example, areas 
that are generating greater scrutiny 
involve risks related to inaccurate 
data, data privacy and security, 
unfunded liability, off-book promises, 
and compliance risks.
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Setting objectives, 
inventorying, fact finding, 
and planning

The  most important step in 
developing an effective approach 
to global HR and benefit plan 
governance involves setting 
objectives and planning, including 
taking inventory and obtaining 
important information related to the 
objectives. Although the key objective 
is to establish a global HR and benefit 
plan governance structure, the actual 
design of the structure will depend 
on the subsidiary goals that are 
established. These can include:

• Scope of plans and programs 
covered – Many companies 
will not attempt to establish a 
governance structure for all plans 
and programs in all territories 
or regions simultaneously. They 
will often rollout these programs 
in waves, with a soft-launch that 
covers only a select number of 
programs or countries.

• Territories or regions covered 
– Again, the territories or regions 
initially covered will often be 
phased in, either because of the 
complexity of covering all of them 
or because they are not perceived 
as presenting any significant 
impact or risk.  

• Risks to be managed – Financial 
risk is typically a major driver of 
developing a global governance 
structure, but identifying other 
risks that should be managed is 
important. These include:

- Compliance risk

- Litigation or enforcement risks 
(from participants or regulators)

- Reputational risks

- Employee relations risks

• Other goals – Examples include:

- Cost reduction

- Vendor consolidations or 
efficiencies 

- Asset consolidation

The clear articulation of the 
objectives and goals can then be 
used to launch the fact-finding 
process. Many companies with the 
sole objective of managing larger 
financial risks have focused on 
simply taking inventory of their 
defined benefit pension plans. This 
approach, however, misses significant 
opportunities to improve the overall 
functioning of all HR and benefit 
plans and programs.  

“Give me six hours 
to chop down a tree 
and I will spend 
the first four hours 
sharpening the axe.” 

—Abraham Lincoln
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The defined objectives and goals will 
essentially provide a map to navigate 
what must be inventoried and other 
facts that should be gathered. For 
example, assume that the objectives 
and goals are to manage larger 
financial risk and reduce operating 
costs and potential financial 
penalties. The inventory and fact 
finding would gather information 
related to:

• Plan liability

• Plans where vendors could be 
consolidated

• Names of vendors and 
contract terms

• Potential penalty exposure and 
enforcement posture

• Local participant litigation risks

• Level of recent risk 
assessments performed 

• Programs that have not been 
subject to a recent assessment of 
risks, controls, and compliance 

Don’t worry about getting a complete 
and accurate inventory or perfect 
facts when surveying your global 
partners: You probably won’t get 
it. Don’t let the quest for perfection 
derail your progress. Over time, 
as the governance structure takes 
hold, the level of knowledge and 
the quality of your inventories and 
information will improve.  

“Have no fear of 
perfection—you’ll 
never reach it.” 

—Salvador Dali

“The pursuit of 
perfection often 
impedes improvement.” 

—George Will

Once you have obtained a reasonably 
complete inventory and fairly 
complete information, you can use 
them to begin to develop your global 
governance strategy. You might 
decide that:

• You can limit the rollout to a 
limited group of programs or 
territories.

• You want to first conduct a soft-
launch in a limited number of 
countries to assess the impact 
and potential need for additional 
change management.

• You need to conduct training 
before moving forward.

• You need a flexible approach that 
reflects the varying risks and 
operating environments.
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Common global HR and 
benefit plan governance 
structures 

There are three basic global HR and 
benefit plan governance structures. 
Interestingly, many companies 
will employ all three, using certain 
ones for either certain plan types or 
territories.  

Centralized/regional

Full control

Central oversight  
local operations

Structured and 
accountable

Decentralized

No oversight

Appropriate for 
higher risk plans and 
programs and fewer 

plans

Appropriate for 
medium to high risk 

plans and  
programs

Appropriate for 
lower risk plans and 
programs and more 

plans

1. A centralized structure. This 
can be centralized at one location 
(e.g., headquarters) or regionally. 
In this structure, the central body 
exercises full control over the plans 
or programs that it’s overseeing. 
This structure is most appropriate 
for higher risk plans (or activities 
related to plans), and the central 
body must exercise control to 
avoid what could otherwise be 
devastating risk.  

 This arises, for example, for plans 
with the largest liability on the 
balance sheet and errors related to 
recording the liability, measuring 
the liability, or managing the 
assets; this could have a significant 
impact on the company’s overall 
performance. Practically, this 
central oversight will usually 
cover only a handful of plans 
or programs, since the central 
body typically does not have the 
resources to manage all facets of 
such plans’ administration.  

2. A fully decentralized structure. 
In this formulation, there is very 
little or no oversight exercised over 
the local plans’ administration or 
operations. Although this seems 
contrary to developing a global 
HR or plan oversight structure, it 
flows from the establishment of the 
overall strategy and objectives. If 
plans involve little or no risk and 
have insignificant or no liability, 
what goals are achieved by 
overlaying governance on them? 
This decentralized approach is 
appropriate only for lower risk 
plans that could involve fully 
insured programs or coverage of a 
small number of employees.  
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3. Central oversight with local 
operations. This provides a 
mechanism with structure and 
accountability—and flexibility 
to continue to operate within the 
guidelines locally. One way to 
view this is that a set of standards 
or principles (or expectations) is 
established by the oversight body, 
and the local territory will follow 
the standards or principles but will 
have latitude to decide how to act. 
In other words, headquarters will 
say “what” must be done, while 
“how” it will be done is determined 
locally.  

This structure is frequently used to 
establish a corporate governance 
framework and is typically called 
“Group Guidelines,” “Group 
Standards,” or “Group Policies.” 
Current Group Guidelines may 
address HR and benefit plans in a 
general way, but the inclusion of HR 
or benefit plans in Group Guidelines 
often is done only in passing and 
to incorporate financial reporting 
requirement to HR and benefit plans.  

Although HR and benefit plans 
are not currently included in this 
framework, it provides an excellent 
start for expanding the Group 
Guidelines framework and including 
HR and benefit plan expectations on 
a global basis in an existing structure. 
Examples of the principles one might 
see in Group Guidelines are that each 
local territory must:

• Inventory all HR and benefit 
programs and assess risks related 
to each program.

• Establish a governance structure 
whenever required by local law or 
where risks are significant.

• Follow group guideline governance 
principles and establish procedures 
and controls relating to the 
principles:

- Compliance

- Risk management and controls

- Conflicts of interest

- Succession

- Vendor management, 
performance management, and 
measurement

As noted earlier, many companies 
will apply each of these structures 
depending on the plans, risks, and 
experience with various territories. 
The key is that the approach used 
should meet the goals one has 
identified.  

This diagram illustrates how each 
of the three approaches can satisfy 

certain general goals. Centralized 
control can result in local compliance 
and decreased market risk and 
provides for greater consistency and 
expertise in certain areas. Although 
the central oversight/local operations 
approach enables the business to 
take advantage of local knowledge, 
consistency among various territories 
can suffer.

Centralized Collaborative Decentralized

Consistency

Center of Excellence (K&S)

Local laws and compliance

Local markets and vendors

Efficiency/centralized control

Overall

Optimal

Partially optimal

Sub-optimal
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Varied views: 

Governance structures 

in Japan and 

continental Europe

Japanese governance 
structure

Figuring out an effective global 
governance structure is a process 
Japanese multinationals have been 
struggling with, because the changes 
needed often had uncomfortable 
ramifications for the headquarters 
in Japan, such as lay-offs, a transfer 
of power from the head office, or 
policies that force the headquarters to 
become more international. 

Japanese companies are finding 
that the old ways of governing 
subsidiaries, such as relying on 
personal relationships between 
Japanese expatriate managers as the 
key linkage, were no longer working 
and new guidelines and systems 

procedures from the head office, 
while others are prepared to take the 
existing standards and procedures 
from their subsidiaries and 
implement them across the company. 

Other Japanese multinationals 
empower regional headquarters as 
their preferred route to becoming 
more international. Companies 
are also recognizing that it might 
take significant time to make the 
environment in the headquarters in 
Japan fully internationalized, but 
it is a lot easier to make quick-wins 
in Singapore, the United States, 
or Europe. Once that is achieved, 
then the regional headquarters 
becomes the consolidation point 
and the launching point for global 
governance and talent management.

have to be put in place. That’s why 
Japanese companies are trying to 
set clear standards and make their 
operations at head office more 
internationalized. Otherwise, they 
can neither accept talent from outside 
Japan nor roll out common standards 
and policies to overseas subsidiaries. 

On the other hand, Japanese 
companies are worried about 
Japanese corporate values being 
diluted when they accept the 
international standard. The presence 
of headquarters is being minimized, 
and some mid-sized companies have 
shifted the global headquarters to 
Singapore or the Netherlands. This 
shifting of the global headquarters 
is considered a big issue in terms of 
company identity.

Japanese multinationals have 
experimented with various forms 
of governance, ranging from a 
top-down headquarters-driven 
approach, and the balanced approach 
of top-down and bottom-up. Some 
firms are trying to devise their own 
globally compatible standards and 
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Continental European 
governance structure

Determined by history and 
geography, the people and 
organizations in continental Europe 
are accustomed to cooperating 
with multiple nationalities and 
organizations from different 
countries. Only a stone’s throw away 
from their respective locations, 
different laws, regulations, and union 
influences may apply; the (business) 
language may be different; and 
even the (business) culture may 
differ. Because of this, continental 
European business culture, whether 
it is a local company or a European-
headquartered multinational, 
is affected. 

Doing business in continental 
Europe almost immediately involves 
operating internationally. Thus, 
it entails dealing with different 
cultures, anticipating differences 

in laws and regulations, and being 
fluent in more than one language 
at a much earlier stage than doing 
business in the United States 
or Japan. 

Continental European 
business culture is inherently 
directed outward; focused on 
cooperation; and taking into 
account others’ culture, laws, and 
business environment. 

Continental European-headquartered 
multinationals do have global 
governance structures, but they 
understand that there are local 
differences. They often use values 
and guidelines and implement 
principles rather than rule-based 
global governance structures. These 
require local adaptation and tailoring 
to regional and local practice 
and opportunities, demanding 
a more proactive approach from 
local subsidiaries. 
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The impact must be assessed locally, 
as should the question of how 
implementation will align with the 
directives, rather than following 
a definite instruction. A danger is 
that headquarters might implement 
principles and subsidiaries use them 
as rules. Principle-based directives 
require effective communication, 
clear roles and responsibilities, 
robust monitoring, and dashboarded 
controls to promote global 
comparable implementation. 

Acknowledging regional and local 
differences in establishing global 
HR and benefit plan governance 
structures requires making a clear 
distinction in what can and cannot 
be governed directly by European-
headquartered multinationals. 
Headquarters typically monitors and 
controls compliance with guidelines 
and principles. However, local 
implementation and compliance 
is often gradually monitored and 
reported at the national and regional 
levels to headquarters. 

For these reasons, continental 
European-headquartered 
multinationals will more likely 
alleviate tension between global 
implementation and local differences. 
Guidelines and principles will be 
determined on the basis of global 
strategy and corporate identity, while 
local (business) culture, economic 
climate, and company results will 
subsequently influence the outlines 
of the framework of the governance 
structures. 

The framework will be rolled 
out globally with delegation to 
subsidiaries for local implementation. 
To promote successful 
implementation of such guidance and 
principle-based global governance 
structures, European-headquartered 
multinationals will implement 
monitoring and controls systems 
based on greater responsibility and 
accountability on both national and 
regional levels. 

This may result in greater demands 
being made on the subsidiaries, 
not only to confirm that local 
implementation takes place toward 
the intention of the directives, but 
also as a requirement to provide 
feedback on the implementation 
and local monitoring and controls. 
European regional headquarters do 
have a critically important role as 
a liaison between, for example, the 
United States and European diversity 
and complexity.

European-headquartered 
multinationals will not commonly 
implement mandatory rule-
based global HR and benefit plan 
governance structures. Tailoring 
governance structures and taking 
regional and local differences 
and opportunities into account to 
leverage the overall success of the 
program requires active involvement 
on the regional and national levels 
and trust in return. 
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A crystal clear way forward

Global governance structures 
can be successful only if the 
implementation is crystal clear 
for all stakeholders—and if 
global compliance is embedded 
into performance management. 
Improving governance depends on 
striking the right balance between 
local and central decision making. 

HR departments are increasingly 
being held accountable for 
global operations. Building an 
effective global HR and benefit 
plan governance structure is an 
essential tool for minimizing risks 
and enhancing the effectiveness of 
global HR.
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