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Abst r act

The field of international HRM as a specialist stream has enjoyed a
nassive increase in popularity in the last few years, as European
integration draws ever cl oser and the internationalization/
gl obal i zati on debate gai ns nomentum

This article concerns the transfer of Human Resource Managenent
practices by nultinational conpanies (MNCs) to their overseas
subsidiaries. It investigates how factors from the cultural and
institutional framework of the Romani an inpact on this transfer. Using
data collected from MNC subsidiaries located in Romania and | ocal
Romani an firns, we exami ne the degree to which several HRM practices
in MNC subsidiaries resenble | ocal practices.

Qur enpirical findings indicate that subsidiaries have adapted their
HRM practices to a considerable extent, although sone practices are
nore localized than others. Specifically, practices that do not fit
well with Romanian culture or are in contrast to enployee regul ations
show a low level of transfer. On the other hand, our interviews
reveal ed that significant cultural changes are underway and that the
institutional environnent is gradually getting nore relaxed, |[eaving
nore roomto man oeuvre for MNC.

Keywords: Human Resource Managenent, Miltinational Conpani es,
transfer, culture, institutions, Romani an

Background literature

The |egacy of centralized controlled economes in countries energing
from Conmuni sm was deeply rooted. In Ronmania, like in nbst countries
in Central and Eastern FEurope that were on soviet influence,
managenent has been influenced by the strong concentration of power
and control to the center. This affected the way conpanies are
organi zed and nmanaged. Considering the studies that were nade on the
investments done after 1990 on energing nmarkets we can notice sone
particularities. Here, like in Poland, Czech Republic or Hungary,
there were special cases of acquisitions naned brown-field entries
(Meyer and Estrin, 2001). It is not like a Geenfield investnment which
gives the investor the opportunity to create an entirely new
organi zation, but the conpanies that were acquired needed deep
restructuring at all level mainly also for the human resources. It
facilitated quick access to local resources but the organization
needed to be changed and training for enployees was required. In sone
situations this restructuring was very extensive that it resenbled a
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Geenfield investnent. In the managenent studies that are nmade in
these countries these aspects are very inportant as the explain the
particularities of these markets and cul tures.

Human resource nanagenent has played a very significant role in
international transactions and can be seen as part of the overall
strategy of the firm Bartlett and Ghoshal (1991) have argued that HRM
practi ces are beconmi ng crucial because they can act as mechanisnms for
coordi nation and control of international operations.

The utilization of organizational capabilities worldw de provi des M\Cs
with an inportant source of conpetitive advantage. The role of the
corporate center in MNCs is generally assuned to be one of shaping the
strategic direction of the organization and designing the strategic
change prograns pursued in the subsidiaries. The capability to effect
internal cross-border transfers of HRM practice (along wth the
know edge needed to link this practice into local organizational
ef fecti veness) becones a core conpetence. One of the ways in which
this core conpetence is evidenced is through the process of “design
i nfluence” over local HR practice.

Two factors shape an organization’s strategic international
HRM system orientation: whether the parent conpany actually
has a gl obal (as opposed to nulti-donestic) strategy or not;
and whet her top managenent believes that the HRM capability
of the organization is a source of strategic advantage. The
resulting orientation is of one of three types, the first of
which results from a nulti-donestic strategy and the second
and third of which result from a global strategy as the
organi zati on devel ops:

1 Adaptive: seek to adapt affiliate HRM system to |ocal
condi ti ons;

2 Exportive: seek to transfer HR policies that are seen as
successful in the parent organization to the affiliates;

3 Integrative: focus on the transfer of best practice from
wherever it might be found anong affiliates in the
organi zation. (Sparro et al, 2004, p.314)

A process of reformwas initiated in Ronmani an subsidiaries by the MCs
covering both newy recruited staff in their own operations and the
wor kforce they inherited through the purchase of |ocal subsidiaries
“Think global, act local’ nmessage nade corporations realize that they
would only be able to devel op new nmarkets by adapting or re-exam ning
their existing products or services, so the need for genuine
organi zational learning on a global scale started to be in charge
(Syrett and Lammi man, 2005).

For Romania the nultinationals that are on the entry level are nore
simlar to the nbdel of MNC while the ones that have been here for a
period are nore “adapted” as for the host country effect, the
i nfluence of variables such as local culture, and legal, social
econom ¢ and political system is bigger(Dowling et al, 1999). Despite
this there have been significant changes at organization |eve
considering Ronmanian joining the EU There are nore job offers
available and from our study we can confirm that the enployers’
concern on personnel retention has increased also in the Romanian
conpanies. More trainings and alternatives ways of notivation are
of f ered.
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This article concerns the transfer of Human Resource Managenent

practices by nultinational conpanies (MNCs) to their overseas
subsidiaries and how factors from the cultural and institutional

framework of the Romanian inpact on this transfer. Using data
collected from MNC subsidiaries located in Romania and |ocal Romani an
firms, we examne the degree to which several HRM practices in MC
subsi diaries resenble local practices. W also |ooked to establish how
far there has been a shift in personnel policies towards strategic
human resource nanagenent .

Met hodol ogy
Local i zati on

A percentage of 88% from the studied conpanies are located in the
North East region of Romania and the rest of 12% are located in
Buchar est . The MNC conpanies were selected considering their
i ndustries and enpl oyees nunber. The Ronmani an conpani es were sel ected
on the sanme basis. The industries these conpanies belong to are: auto
i ndustry, food industry, goods production, financial servi ces,
comerce, |T&C, pharmaceutics and tourism

Partici pants

We collected data from HR responsible in MNC subsidiaries and Ronani an
conpanies. W received a total of 102 questionnaires, 52% were
collected from MNC subsidiaries and 48% from Romanian conpanies.
Regarding their enployees nunber 35.3% are conpanies with up to 100
enpl oyees, 37.2 % conpanies w th 100-500 enpl oyees, 27.55 % with nore
than 500 enployees. |In our survey we considered the conpanies that
devel op HR strategies and have at |east one person in charge of HR
The sanple is not representative for the total Romanian conpani es but
it is representative for the conpanies in the North East region.

The procedure

The main information sources were the applied questionnaires in
nmul tinational s and Romani an conpanies as well as the observations nade
in these conpanies. The data were collected through Price Witerhouse
Cooper questionnaire (Brewster, Hegewisch and T. Learning, 1993). The
gquestionnaires were filled in, in researcher’'s absence. The direct
channel was fornmed by postgraduate students that work in those
conpanies. All the questionnaires were addressed to the HR nmanagers.
There were considering the questionnaires that had been filled in
entirely by managers. The collecting data process |lasted a period of 2
nonths in May-June 2007. From 200 collected questionnaires we
consi dered for our study 51%

Measur e

Sonme itens were used in order to measure dependant variables such as:
strategic instruments in HRM HRM practices (planning, recruiting,

sel ection, performance evaluation, HR developnent, IT for HR). The
answer scale is the close type made of answers to choose from The
comon el enent di scovered in Romanian conpanies and MC s

organi zational culture.
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Hypot heses

Sonme studies (Prodan et al, 2001) show that, in Romanian conpanies,
control and power are concentrated at top nanagenent |evel and this
affects also the HRM developed in conpanies. Miinly authority
del egation is reduced because of the managers’ wi sh not to |ose
control .

HL. There is a connection between the developnment of strategic
managenent in Romani an conpani es and subsidi ari es

The ever-changing nature of internal and external factors forces
conpanies to adopt strategic managenent in order to survive not only
in the short term but also in the long term

H2. HRM practices in subsidiaries are affected by Romani an practices.

One of the central questions in MNC literature is the extent to which
subsidiaries adapt their practices to local circunstances and behave
as local firnms (local isonorphisnm versus the extent to which their
practices resenble those of their par ent conpany (internal
consi stency). Since the HR function deals with human resources and
hence is confronted with differences in culture and |ocal regulations
to a larger extent than for instance the finance or production
function, it will tend to be nore |localized than nost other functional
areas. Conpanies do learn from local differences, nobst of this
learning remains within country borders: subsidiaries identify |ocal
needs, but also use their own l|ocal resources to neet these needs.
Bartlett and Ghoshal call this |local-for-local innovation.

Resul ts and di scussi on

HRM has had a late devel opnent in Romania. The Romani an
training conpany Interact made a survey on Romani an enployees which
results are developed in a book naned Enployeescu by Adina Luca. The
first part of the book presents this study on Ronanian enployees,
designed after the nethod Value Survey Mdule 94 of GCeert Hofstede.
According to this study recruitnent is subjective and slightly fornal;
the selection is centralized and is often linked to friends and fanily
nenbers. Acadenmic qualification is inportant but it is not always
asked for, while the experience and references play a significant role
when hire. The wages are connected with national wage |evel. Pronotion
is on the basis of famly bounds, age and politic relations. The
eval uation of performances is influenced by personal relations; the
nmanagers do not give feedback to their enployees in order not to
create fear, tension. This is why evaluations cannot identify the
devel opnent needs of the people. HRM practices are according to
cul tural values of society.

The analysis we nmade points several significant differences and
simlarities in some HRM practices. The mssion statement, overall
strategy and human resource strategy are strategi ¢c managenent tools.
Though these tools were several years ago associated with MC, the
local Ronmanian conpanies have been lately realizing that these
elenents can play an inportant role in realizing their long-tinme
strategi c objectives. Still there is a mpjor difference in using these
tools between local conpanies and MNC subsidiaries as shown by our
survey.
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In MNC nore than 60% have the overall strategy, mssion statenent and
human resource strategy established and witten while only 35% of the
Romani an | ocal conpanies have these elenents of strategic managenent
established and witten. It 1is still a consequence of Ronanian
conpani es reduced preoccupation for this kind of managenent.

The HR responsible is involved from the beginning in conpanies’
overall strategy in the sane percentage in |local conpanies as well as
in MNC. The HR strategy is transposed in objectives and specific
deadlines for the HR departnent with 10% nmore in MNC than in the |ocal
conpanies. There is also a slightly difference in planning the human
resource in a way that the percentage of conpanies that plan their HR
is bigger for the subsidiaries as conpared to | ocal conpanies. The HRM
decisions are distributed according as in the follow ng table:

Tabl e 1: The distribution of decisions on the HRM i ssues

Li ne manager &

o Li ne manager HRM consul t ant HR Manager
Deci si ons

S (% N (% S (% N (% S (% N (%
Pay and benefits 34.55 46. 00 29. 00 24.00 18. 18 20. 00
Recr ui t ment and | 14.29 22.64 39. 29 24.53 28. 57 24.53
sel ection
Trai ni ng and | 20.00 22.92 29.09 31. 25 21. 82 29.17
devel opnent
Working rel ations 27.45 34. 69 17. 65 22.45 35. 29 24. 49
Heal th and safety 16. 98 30. 43 24.53 23.91 41.51 23.91
Wor kf or ce 22.22 42.00 33.33 28. 00 27.78 16. 00

expansi on/ reducti on

Aver age 22.53 33.11 29.01 25.68 28.70 22.97

S=Subsi di ari es N=l ocal , national - Ronani an conpani es

In the last 3 years there has been an increase in |ine nmanagers’
responsibilities ~concerning pay and benefits, recruitnent and
selection and health and safety at work. The indexes that we used in
order to evaluate HRM departnment have recorded significant differences
in favor of international conpanies for the item nunbers recruited

which is superior(D=5%to the national ones.

The human resource planning in Romanian |ocal conpanies is focused
nore on recruitment in order to maintain the current staff ratios
while MNC consider nore the analysis of |abor nmarkets. By nonitoring
of current changes on specific enployees groups there have been
registered in the last 3 years the following: in the MC wonen
pronotion has increased twice nore than in |ocal conpanies, the people
with disabilities group has registered very slow progresses in what
concerns recruitment, pronotion and training in both kinds of studied
conpani es.
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In local companies, the staffing requirenents is planned for very
short periods up to one year while in the MNC the planning is done for
nore than 2 years. |T technologies play a very inportant role in
nodernizing HRM activities. Qur research show that MC better
valorized IT functions by introducing it in activities such as:
trai ning and devel opnment and performance appr ai sal

W found that the extent of annual paid time off, which is usually
determ ned by local legislation, was far nore likely to resenble |oca
practices than the extent to which bonuses are used in executive
conpensation. The differences in recruitnent nmeasures in MNC and | oca
conpani es have simlarities and differences on HR categori es.

Table 2: Conparative data on HR recruiting nethods wused for
nmanageri al, adm nistrative and nanual positions

Manageri al Adm nistrative Manual
Recrui t ment net hod

S(%W | N(% | S(% N (% S(% | N(%

From anongst current 84.91 79.59 41.51 40. 82 37.74 38.78
enpl oyees

Newspaper 35.85 24. 49 60. 38 63. 27 73.58 75.51
advertisenents

Lobby, relations 1.89 6.12 1.89 8.16 11. 32 8.16
Gover nnent al 9.43 2.04 33.96 16. 33 41.51 24. 49
agenci es

Private recruitnent | 30.19 16. 33 9.43 4.08 11. 32 12. 24
conpani es

I nt er net 32.08 16. 33 37.74 22. 45 49. 06 32.65
Apprentices 1.89 4.08 13. 21 6.12 39.62 32.65
Conpany 16.98 2.04 15.09 6.12 39.62 26. 53
presentations in

school s/ uni versities

S=Subsi di ari es N=l ocal , nati onal - Ronani an conpani es

The selection nethods used in MNC are nore focused on references and
application forns while the |ocal Romanian ones which use nore the
interview and CV. The training need are nore assessed in MC(81%

while in local ones only 61% still an increase conparing to the
previ ous years.
Still the interest for enployees’ developnent in local conpanies is

low. The training areas demanded are sal es and narketi ng.

Concl usions and i nplications

In this study we exam ned the degree to which several HRM practices in
MNC subsidiaries resenble local practices. The considerabl e degree of
HRM transfer and adaptation to the globalization of the market lead to
the use of HRM practices in Romani an conpani es.
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Results indicate that subsidiaries have adapted their HRM practices to
a consi derabl e extent, although sone practices are nore localized than
others. Specifically, practices that do not fit well wth Romanian
culture or are in contrast to enployee regul ati ons show a | ow | evel of
transfer. On the other hand, our interviews revealed that significant
cultural changes are underway and that the institutional environnment
is gradually getting nore relaxed, |eaving nore roomto man oeuvre for
IMNC.

Such observations can be of considerable inportance to HRM practice.
Qur results can be valorized by MCs when making decisions about
practices that were already transferred and which practices have to be
adapted to sonme degree. Also the changing environnent |eads us to the
conclusion that there should be a constant research and eval uation of
whi ch practices are best suited to a specific socio-cultural context
at a certain period.
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