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STRATEGY OF HUMAN RESOURCE 

MANAGEMENT IN MULTINATIONAL 

CORPORATIONS 
 

Abstract: The future competitiveness of multinational 

corporations in the global market depends on the ability to 

change and adapt their resources to strategic management. 

Business strategies that organizations adopt to maintain 

competitiveness, should be developed in line with the strategy 

of human resource management. Human resource is 

recognized as one of the most important dimension in strategic 

management, which must be managed in a more explicit and 

pro-active manner. Without adequate human resources 

development is not possible to provide a strategic long-term 

future of the company and in addition to adequate financial 

resources. In this paper will emphasize the impact of the new 

factors ie. factors of culture on human resource management in 

the strategic management of multinational corporations. 

Different cultural systems and different styles of behavior and 

necessity to respect cultural diversity should be kept in mind of 

managers who work in a multicultural environment during the 

implementation of strategic business activities. 

Keywords: strategy, human resource management, strategic 

management, interculturality 
 

1. INTRODUCTION  
 

Intensifying the international trend of 

linking companies worldwide represents a 

significant challenge for human resource 

management function in terms of creating  

balance between the need to keep a  unique 

strategy and human resources management at 

the level of the continent and the need to adapt 

to local regulations and customs. That is why in 

recent times international human resource 

management has become more important for a 

growing number of companies around the 

world. 

Human resources are becoming the most 

important factor of functioning of the company, 

where teamwork and cooperation takes on 

increasing significance. Knowledge, creativity 

and the ability of employees, have an advantage 

in modern management practices. Such 

importance in the company points to the fact 

that the content of human resource management 

evolved. Therefore, human resources are 

becoming the basic premise of a successful 

enterprise management, but also one of the 

focuses that these functions are concentrated 

on. So, people, their ideas, productivity, 

capacity to transform and learning ability at all 

levels of the organization are a crucial 

competitive advantage of the organization. 

 

 

2. MULTINATIONAL COMPANIES 

AND MANAGEMENT 
 

The extent to which multinational 

companies have similarities with local practices 

will depend on numerous factors as the method 

of establishment, depending on local inputs, the 

presence of foreigners, as well as the degree of 

communication with the parent company. In 

fact, given the cultural diversity that is present 

in  multinational companies consist different 

practices, which are shaped by the strength of 

local adaptation (depending on the region 

where they are) and to maintain internal 

consistency. 

One of the central issues in human 

resource management in multinational 

companies is the degree to which their various 

foreign subsidiaries (or affiliates) act and 

behave like local firms versus the extent to 
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which their practices resemble the practices of 

corporate parent or another international 

standard. In the paper on this topic Perlmutter 

[13] described three types of multinationals: 

ethnocentric, polycentric and global. According 

to this typology, current management practices 

in foreign affiliates of multinationals could 

resemble practices in the home country 

(ethnocentric), or could be in accordance with 

local practices of the host country (polycentric), 

or to adhere to international standards (global). 

Perlmutter describes the typology of 

management practices in multinational 

corporations in terms of overall orientation. In 

recent years, some scholars have argued that 

the observation of multinational companies in 

terms of general orientation obscures the 

internal differentiation of management 

practices within the multinational companies 

[3]. Instead, they claim that MK is properly 

viewed as a link between differentiated 

practice. According to this view, a subsidiary 

multinational company consist of many 

separate practices, ranging from manufacturing 

to finance to human resources, each of which 

faces different pressures in order to achieve 

global efficiency and local response. In 

theoretical organization, profile management 

practices in multinational corporations formed 

Interaction of conflicting pressures to achieve 

internal consistency and adaptation to local 

institutional environment, with specific 

practices shaped under the influence of these 

conflicting pressures, to different degrees [16]. 

As a result, Perlmutter tripartite typology may 

not be enough to describe the complexity 

within the branches of multinational 

companies. 
 

 

3. HUMAN RESOURCE 

MANAGEMENT IN 

MULTINATIONAL COMPANIES 
 

When to implement the business activities 

of multinational companies in defining ways of 

managing human resources to solve two 

dilemmas ie. trying to make a balance towards 

achieving internal consistency or to achieve 

local adaptation? If passed that the pressure to 

achieve internal consistency, stronger 

explanation follows as follows: since the 

employee can move between subunits, 

multinational companies are trying to develop a 

consistent approach to remuneration and 

benefits, as well as to maintain consistent 

policies and procedures. Sometimes in the 

absence of broad employee mobility across 

borders, multinational companies may wish, for 

reasons of internal equity, to adopt a consistent 

set of practices in human resources 

management worldwide. Accordingly, they 

should expect that the practices of human 

resource management in the branches are 

formed mainly with the desire to achieve 

internal consistency. Adverse pressure to 

internal consistency, the pressure to achieve 

those practices of human resource management 

in the branches that resemble the practices of 

countries where the branches are. Some 

practices will perhaps have to comply with 

local laws and regulations ie. will be forced to 

resemble local practices. In other cases, the 

branches can be no coercion strive to look like 

a local company that may compete more 

effectively in local labor markets, or to better 

"fit" imitating local practices. 

Human resources management tends to be 

closer to local practices. The reason for the 

above may be explained by the fact that the 

practice of human resource management is 

often decorated with local regulations and with 

the other branches of multinational 

corporations. In most cases, there is little choice 

but to hire people from competitive local labor 

market, so it can hardly deviate too much from 

local norms. 

In multunacional companies human 

resources management adapts to local practices 

in several essential items. Mostly free time 

most resembles local practices, because this 

factor is determined by local laws or collective 

agreements. In that branch multinational 

companies often have a very limited choice and 

must offer at least as much free time as its local 

competitors. And although it has the option to 

offer more free time than usual in the local 

environment, it is unlikely to make a profit-

oriented company if it did so. Most of these 

arguments also refer to the practice of 

employee benefits. However, in the event 

benefits local firms usually have more rights, 

giving multinational companies more space to 

choose. Also, when it comes to benefits, there 

are at least some, particularly long-term 

benefits such as pensions and pension plans, in 

which multinational companies are trying to 

maintain internal consistency and equality to 

the extent possible. 
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Regarding the composition by gender of 

employees, local norms tend to be more diverse 

than is the case with benefits. While certainly 

there are laws in some countries against 

discrimination on grounds of sex, these laws 

were difficult to enforce. Also, in some 

countries, it is  socially and politically correct 

that women are widely represented in the 

workforce, while in others women continue to 

be excluded from participation in certain 

activities. In most situations the company of a 

multinational branch is trying to conform to 

local standards. Yet in practice the parent 

company will continue to serve as an important 

influence, because the parent company may be 

embarrassed to put women in positions of 

responsibility, especially if they are not used to 

it in their environment. Moreover, even if the 

parent company wanted to change their 

practices to more like a local practice, this can 

take some time. 

Training needs of different workforce may 

vary depending on local conditions. Also, in 

order to increase competition, subsidiaries of 

multinational companies will have to provide 

opportunities for employees to improve their 

human capital, such that they can be compared 

with those offered by local competitors. Both of 

these issues create pressures towards local 

adaptation practices. However, many 

companies have policies regarding employee 

training, and management philosophies that 

favor certain types of training, thus creating 

pressure for their subsidiaries to adhere to the 

practice of the parent company. 

It is less likely that the affiliates of 

multinational companies comply with the 

practices of their local competitor when it 

comes to the extent they use bonuses in 

compensation for executive directors. This is 

because it is possible that there will be greater 

internal issues of equality when it comes to 

remuneration for senior management. Managers 

are also classes of workers who usually can 

move or rotate in different branches of the 

multinational corporations, making it even 

more important question of maintaining 

consistency in a multinational corporation. Of 

course, a subsidiary of multinational companies 

will face pressure to comply with local 

practices, especially if you want to hire talented 

managers in the competitive local labor market. 

But here, as in the case of training and 

composition on the basis of gender, local norms 

varied and wide, leaving multinational 

companies greater flexibility to respond to the 

need for internal consistency. 

In terms of degree of participation in 

executive decision-making, the pressure to 

adapt to the local branch of practice is the 

weakest. There is no doubt that if a 

multinational company operates in an 

environment where managers are accustomed 

to having a lot of stake in the key decisions, 

they have to some extent to respond to these 

expectations in order to attract and meet the 

best local talent. But the executive decision-

making is not an area where multinational 

companies significantly deviate from the 

practice of the parent company as it relates to 

important processes of strategic choices and 

allocation of resources, where the parent 

company gives a great importance, and which 

retains a direct influence. 

In short, human resource management, for 

which there are well-defined local norms are 

usually closely coordinated with the practices 

of local competitors. In practice, for which 

there are diverse and poorly defined local 

norms, or which are considered essential to the 

maintenance of internal consistency or making 

key decisions, it is less likely to adapt to local 

standards but keep the internal consistency of 

human resources management of the parent 

company.  

 

 

4. CONCLUSION 
 

The above analysis assumes differences 

among human resource management practices, 

but equally treats all branches. In fact, one 

should not expect that all branches are equally 

abide by local practice in managing human-

resources; some may face a stronger pressures 

to comply with local practices, while others are 

facing stronger pressures to comply with the 

practices of the parent company. It is likely that 

the branches systematically vary in the degree 

to which resemble local practices to the specific 

contextual variables. 

One set of contextual factors that may 

affect the compliance of branches with local 

practice in human resource management is the 

extent to which the branch is blended into the 

local environment. The extent of the local 

embeddedness depends on factors such as 

history branches including its method of 

establishing and its age. Also important factors 

are the size of a branch, the extent to which it 
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relies on local input, and the extent to which it 

is subject to pressure local institutions such as 

trade unions and public authorities. One would 

expect that the higher the level of integration of 

branches in the local environment, the more it 

will take the way of managing human resources 

that are dominant in the local environment. 

Another set of factors that may affect the 

compliance of branches with local practices are 

flows of different resources between parent 

companies and affiliates, such as capital, 

information and technical experts. It is expected 

that as these flows are stronger, the stronger 

will be the impact of the parent company, and 

smaller branches will comply with local 

practices. 

The characteristics of the parent company 

are the third set of factors that will influence the 

extent to which the branch will comply with 

local practices of human resource management. 

One such factor is the culture of the country 

where the parent company is located, and how 

it differs from the culture in which the branches 

are. The greater the cultural distance between 

parent companies and affiliates countries, the 

less extent to which the branch will comply 

with local practices. On the other hand, the 

larger international experience and exposure to 

the parent company operations abroad, the 

more likely that it will accept a cosmopolitan 

attitude and allow its branches to adopt local 

practices. Another characteristic of the parent 

company that is important is its orientation 

towards control. As Egelhoff [6] noticed some 

parent companies are controlled by its 

subsidiary tighter than others. Thus the firmer 

the control of the parent company, the less 

likely it is for the branch to mimic local 

practices. 

Finally, the nature of the industries in 

which the branch operates can also have an 

impact on the degree to which its practices 

resemble those of local competitors. It is 

expected, for example, that the pressure to 

adapt to local standards is higher if the branch 

operates in the domestic industry, as opposed to 

global industry [14]. 

Of course, in addition to all the above 

factors, it should be noted that regardless 

whether the business branches of multinational 

companies closer to the parent company or to 

keep their practices in human resource 

management, it is necessary to prepare for 

intercultural knowledge.  Intercultural 

knowledge will prepare managers of these 

branches in order to better recognize, 

understand and respect cultural diversity and 

thus avoid the appearance of conflicts that are 

the most common reason for an unsuccessful 

business. 
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