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Abstract. The main goal of the paper is to identify, analyze, and compare the relationships between the
activities in the field of HRM and performance results of MNCs in Eastern and Western Europe with a
view to the value ascribed to human resources as a strategic competitive factor, HRM centralization prac-
tices and the importance of HRM knowledge flows between the headquarters (HQ) and their subsidiaries.
The research sample covered 200 HQs of MNCs and their local subsidiaries. The empirical research re-
sults show that there are some identifiable and statistically significant differences between MNCs operat-
ing in Eastern and Western Europe within the range of relationships defined above. Our study, therefore,
represents an original effort at examining these relationships.
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1. Introduction

The role of human factor and human resources
management (HRM) practices in organizational
performance have been studied in many ways and
in different geographical regions. On the whole,
the research results suggest the positive role both
of the quality of human factor (Chen, 2014) and
HRM outcomes towards organizational perfor-
mance results (Katou & Budhwar, 2010a).
However the regions are different because
of their international competitiveness, innovation
index, environmental friendliness for doing
business, the economic freedom, perception of
corruption, GDP, culture, history and many oth-
ers (Kiselakova et al., 2019). For the Europeans
there are even obvious difference between the
internationalization processes of various state
and social processes in Eastern and Western Eu-
rope (Ferencikova & Hluskova, 2015). This part-
ly explains why some multinational companies
(MNCs) have better performance results with
comparison to domestic companies (Avarmaa
et al., 2013; Rajnoha et al., 2018), although from
the MNC’s perspective it is much more compli-
cated to conduct business abroad than in own
country. For them understanding local environ-
mental demands is of crucial importance in order
to properly evaluate which kind of organization-

al practices their subsidiaries need to develop
into high-performance entities. That is why the
MNCs that find some of their human factor fea-
tures and HRM practices remarkably important
to their local performance success may impose
some different HRM policies to ensure that the
behaviors of employees are properly influenced
and led in an intended direction (Berchtold et al.,
2010). Such policies may cover the functional
structure of HRM, its centralization and ad-
vancement level, assumptions connected with
HRM contribution to organizational performance
and even the significance of the direction in
which the HRM knowledge flows between the
MNC’s headquarters (HQ) and its local subsidi-
ary (Al-Hakim & Hassan, 2016). The research
shows that knowledge assets and employee com-
petencies are becoming significantly important
for a firm’s performance and competitiveness.
And because the entirety of human capital is
held by employees it is the aim of management
is to pass human capital in the form of employ-
ees’ special skills on to a network of many peo-
ple, where it is fertilized and transferred to the
ownership of the company (Gomezelj & An-
tonc¢ié¢, 2015). What is more, the knowledge and
experience of senior managers and the workforce
are seen as valuable assets which are costly to
replace or to rebuild (Brauer, 2013).
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In this context the main goal of the paper is
to identify, analyze, and compare the relation-
ships between the activities in the field of HRM
and performance results of MNCs in Eastern and
Western Europe with a view to the value as-
cribed to human resources as a strategic com-
petitive factor, HRM centralization practices and
the importance of HRM knowledge flows be-
tween the headquarters (HQ) and their subsidiar-
ies.

In consequence the paper is structured as
follows. After this short introduction the authors
discuss the theoretical background of the study
based a literature review. This results in formu-
lation of the main research questions and hy-
potheses in the next section. Furthermore, the
focus is on the research methodology, sample
and measures. The empirical research findings
and discussion over them come next. The article
ends with a research summary and final conclu-
sions.

2. The theoretical background of the study

2.1. HRM advancement level and performance
results

There are numerous publications in which the au-
thors present empirical research findings on the
relationship between the HRM advancement level
and organizational performance results. Unfortu-
nately, in many cases their research findings are
incomparable. It is because they apply different
performance indicators (Ginevi¢ius etal., 2010;
Villajos et al., 2019), some of them focus on the
overall HRM advancement level or significance to
the company’s results, whereas others consider
individual contribution of particular HRM sub-
functions to the organizational performance results
(Ginevicius et al., 2010). At best, we can differen-
tiate four general categories of company’s perfor-
mance results which the researchers have proved to
be correlate with HRM practices. One of them re-
fers to the financial results and covers profits,
sales, market share, financial liquidity, company’s
goodwill, share price, firm value (Richey & Wally,
1998; Pfeffer & Veiga, 1999; Arthur, 1994; Mac-
Duffie, 1995; Huselid, 1995; Becker & Gerhart,
1996; Beatty et al., 2003; Combs et al., 2006). The
second category is named the organizational results
and includes productivity, quality of prod-
ucts/services, efficiency, innovativeness, competi-
tive advantage (Arthur, 1994; Huselid, 1995;
Becker & Gerhart 1996; Huselid et al., 1997; Pfef-
fer & Veiga 1999; Birdi et al., 2008; Ferguson &
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Reio, 2010; Sparrow et al., 2016; Paawe & Fern-
dale, 2017). The managerial results make the third
category and refer to the research on interrelations
and levels of coherence between business strate-
gies and particular subfunctions of HRM with
company’s performance results (Beer etal., 1984;
Schuler & Jackson, 1987; Wright & Snell, 1991;
Guest, 1997; Chanda & Shen, 2009; Guest et al.,
2011; Stor & Suchodolski, 2016). The last, but not
the least, is the category of behavioral results
which cover employee attitudes, employee en-
gagement and satisfaction, employee and/ or man-
agerial interpersonal relations, employee compe-
tency development, leadership (Nagy, 2002; Rich
etal., 2010; Ferguson & Reio, 2010; Juchnowicz,
2014; Sparrow etal., 2016; Stor & Haromszeki,
2019). All in all, there is a vast array of various
approaches to the relationships between the HRM
advancement level and organizational performance
results.

2.2. The value of human competitive factor:
non-managerial and managerial

In their business practice companies may use dif-
ferent competitive factors (Nasab et al., 2013), as
to mention price for each sale, profit margin, quali-
ty of design or manufacturing, features and quality
of service, technology, reputation and human re-
sources on which everything is built upon. The
analysis of the literature suggests that human re-
sources are of the fundamental importance to busi-
ness success and its ability to gain competitive ad-
vantage. It is because the realization of business
strategies and attainment of intended organization-
al results depend, of course among other things, on
the human resources that a company possesses
(Katou & Budhwar, 2010b; Kearns, 2010) and
which can be perceived as a competitive factor of a
company. This view has been present within the
resource—based theory for nearly 30 years (Barney,
1991; Dyer, 1993; Wright etal., 1993; Becker
et al., 2001; Huselid & Becker, 2011) and has been
supported both by the rationally formulated theo-
retical conceptions and by the empirical research
findings (Andersen, 1993, p. 211; Ingham, 2007;
Mayo, 2012; Juchnowicz, 2014; Zarnik-Zutawska,
2016, p. 15; Delery & Roumpi, 2017). Human re-
sources are of course diverse as their owners,
meaning people, are diverse. Employees differ in
their abilities, skills, knowledge, needs, profes-
sional backgrounds, etc. and thus may have vary-
ing responses to HRM practices. Consequently,
some disaggregation of employees into specific
groups is reasonable and worth a more comprehen-
sive look (Kazlauskait¢ & Bucitiniené, 2010). In
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research and business practice the human factor as
a competitive factor is usually structured of non—
managerial employees and managerial staff be-
cause of the different competencies required from
them (Witek-Hajduk, 2010; Sienkiewicz, 2014;
Stor, 2014; Kupczyk & Stor, 2017; Doornich,
2018), a different range of responsibilities ascribed
to these two groups and a different scale of conse-
guences that their decisions may bring to a compa-
ny (Karaszewski, 2013; Latusek-Jurczak, 2014;
Stor & Suchodolski, 2016). So, it leads to a con-
clusion, which is taken for granted in the HRM
literature, that the value of the human factor as a
competitive factor is a resultant of how people
have been managed. But the relationship can be
reciprocal. A company may invest in people man-
agement depending on how it perceives its signifi-
cance to the company’s success (Stor &
Haromszeki, 2019). Hence, the significance as-
cribed to HRM for its contribution to the organiza-
tional performance results may depend on the val-
ue ascribed to the human factor and at the same
time may determine the level of HRM centraliza-
tion and direction of HRM knowledge flow be-
tween the MNC’s HQ and its local subsidiary.

2.3. HRM centralization & HRM
knowledge flow

The appraisal of human factor as a company’s
competitive factor goes in line with a broader dis-
cussion of the centralization and decentralization
practices within management at different organiza-
tional levels and in different HRM areas and how
these practices may underpin or encumber the per-
formance of a company. Some authors argue that
in MNCs the headquarters-subsidiary relationship
in each context is a differentiated combination of
centralization. Moreover, the considerations also
include the direction of knowledge flows, whether
it is from the headquarters of MNC to its local sub-
sidiary, in the opposite direction or in both (see e.g.
Slangen, 2011). Some research suggests that when
a subsidiary has more advanced resources in terms
of knowledge than other units in a MNC,
knowledge is likely to transfer from this subsidiary
to other parts of the MNC (Ghoshal & Nohria,
1993; Bjorkman etal., 2004; Wang et al., 2004).
The competitive advantage of MNCs lies in their
ability to exploit locally created knowledge
worldwide, and in their capabilities to transfer
knowledge within organizational networks charac-
terized by separation through time, space, culture
and language (Birkinshaw et al., 1998; Kogut &
Zander, 1993). The efficiency of HRM centraliza-
tion practices and preferable direction of HRM
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knowledge flow may be conditioned by the ap-
praisal of human factor as a competitive factor and
different expectations resulting from it (Zoghi &
Mohr, 2011).

2.4. Eastern and Western Europe as the regions
of research interests

Before the social, political and economic reforms
of 1989 (i.e. the collapse of socialism) the Europe
had been perceived by the Europeans themselves
as composed of two worlds: Western Europe and
Eastern Europe. In those days Western Europe had
been called the Capitalist Block and Eastern Eu-
rope — the Socialist Bloc or the Soviet Block be-
cause it had made the group of socialist countries
under the influence and control of the Soviet Un-
ion. For decades these two regions had been devel-
oping under completely different political and eco-
nomic régime bringing even differentiable societal
developments (Apsalone & Sumilo, 2015) and re-
sulting in different leadership styles and conceptu-
alizations of appropriate management decisions.
Prior to the changes that took place at the end of
the 1980s, it had been even the state that controlled
HRM activities in most East European countries
(Listwan et al., 2009). Since the end of the Social-
ist Block the financial and economic growth have
accelerated but on average it’s still lower with
comparison to Western Europe (Stawicka, 2014;
Skare & Porada-Rochon, 2019). And the social,
organizational and managerial changes, although
visible all around, are not free of the encounters
with the past authoritarian/patriarchal managerial
models. For thirty years now Eastern Europeans
have been trying to come closer to Western Eu-
rope. In the whole history of European civilization
this period looks very short but it justifies why it is
reasonable to consider the personnel practices in
MNC headquartered in Eastern Europe with com-
parison to those originating from Western Europe.
So far only a few studies have focused on some of
the above mentioned phenomena in economies
such as in Eastern Europe (Farndale et al., 2017,
p. 1630). In most cases the research on MNCs has
covered the companies deriving from developed
countries (usually from the West) whose foreign
direct investment (FDI) was located in less devel-
oped countries (e.g. Brewster, 2007; Hyder &
Abraha, 2008; Karoliny et al., 2009; Listwan et al.,
2009; Morley etal., 2009; Brewster et al., 2010;
Sahadev & Demirbag, 2010; Kshetri, 2010;
Brunet-Thornton, 2017; Dickmann etal., 2016;
Wilkinson & Wood, 2017). No specific research of
this scope has been performed in MNCs headquar-
tered in economies in transition or just after—the—
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transition, like those in Eastern Europe (Festing &
Sahakiants, 2013; Gotz, 2014; Haromszeki, 2014;
Stor & Kupczyk, 2015; Trapczynski, 2015; Chen,
2016; Stor, 2016; Koster & Wittek, 2016; Poor
etal., 2017). Then, the more complex and interre-
lated ties between the appraisal of human factor as
a competitive factor, the advancement level and
significance of HRM to organizational perfor-
mance, its centralization and directions of
knowledge flow stay rather unknown.

3. Research questions & hypothetical answers

The literature review and accompanying theoreti-
cal considerations have resulted in five major
fields of our scientific interests and six correspond-
ing research questions as presented below. We
have also developed six hypothetical answers. Be-
cause of the publication limits some of the hypoth-
eses are of a compound character.

HRM and performance results

Q:u: In what range do the companies’ performance
results in HRM determine the results in other per-
formance fields like finance, quality of prod-
ucts/services and innovativeness?

Hi: The higher the subsidiary’s performance re-
sults in HRM, the higher its results in finance,
quality of products/services and innovativeness.

Competitiveness of human factor and perfor-
mance results

Q:: Is there a relationship between the appraisal of
human factor (competencies of managerial staff
and knowledge & skills of non—managerial em-
ployees) as a companies’ competitive factor and
the companies’ performance results (in HRM, fi-
nance, quality of products/services and innovative-
ness)?

H2: The higher the appraisal of human factor (both
managerial and non—managerial) as a company’s
competitive factor, the better the companies’ per-
formance results in HRM, finance, quality of prod-
ucts/services and innovativeness.

Appraisal of human factor and HRM centrali-
zation & knowledge flow

Qz: Does an increase in the appraisal of human
factor (both managerial and non—managerial) as a
company’s competitive factor results in higher lev-
el of HRM centralization and higher significance
of HRM knowledge flows between the HQ and
local subsidiaries?

Hs: The higher the appraisal of human factor (both
managerial and non-managerial) as a company’s
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competitive factor, the higher the HRM centraliza-
tion level and the higher the significance of HRM
knowledge flows from the HQ to its local subsidi-
ary and in the opposite direction.

Q4: Does an increase in the significance of HRM to
the subsidiary’s performance results raise the level
of HRM centralization and the significance of
HRM knowledge flows between the HQ and local
subsidiaries?

Ha: The higher the significance of HRM to the
subsidiary’s performance results, the higher the
HRM centralization level and the higher the signif-
icance of HRM knowledge flows from the HQ to
its local subsidiary and the opposite direction.

HRM significance & advancement level, human
factor and performance results

Qs: Is the HRM advancement level associated with
the company’s performance overall results, the
appraisal of human factor (both managerial and
non-managerial) as a company’s competitive factor
and the significance of HRM to the subsidiary’s
performance results?

Hs: The higher the HRM advancement level, the
higher the company’s performance overall results,
the higher the appraisal of human factor (both
managerial and non—-managerial) as a company’s
competitive factor, and the higher the significance
of HRM to the subsidiary’s performance results.

The HRM practices of MNCs in Eastern and
Western Europe

Qe: Are there any identifiable differences between
Eastern and Western Europe within the scope of
problems outlined in the above questions?

He: There are some identifiable and statistically
significant differences between MNCs operating in
Eastern and Western Europe within the range of
relationships defined in the above hypotheses.

4. The empirical research methodology

In our research we were interested in identification,
analysis, and comparison of the relationships be-
tween the activities in the field of HRM and per-
formance results of multinational companies
(MNCs) in Eastern and Western Europe with a
view to the value ascribed to human resources as a
strategic competitive factor, HRM centralization
practices and the importance of HRM knowledge
flows between the headquarters (HQ) and their
subsidiaries. In a result of theoretical studies, we
have formulated six research questions and corre-
sponding hypotheses to be verified in the empirical
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research. Both of them were presented in the pre-
vious section.

The company performance results (as a de-
pendent variable) were rated in four areas: finan-
cial results, quality of products/services, innova-
tiveness, and HRM itself. The activities in the field
of HRM (as an independent variable) were ana-
lyzed on the basis of their significance (understood
as contribution as well) to the foreign subsidiary
performance results, their advancement level, the
degree to which strategic decisions (and control)
within their scope are made at the foreign entity
level (centralization vs decentralization), and the
importance of knowledge flows within their range
to/from the HQ. The activities within HRM cov-
ered such 9 subfunctions as: employee resourcing
and retention, shaping their work engagement and
satisfaction, performance appraisal, career devel-
opment, talent management, competency manage-
ment, development of leadership traits and rela-
tionships, and employer branding. The HRM
significance and HRM advancement level were
calculated as a mean of all the 9 subfunctions. Ad-
ditional attention was paid to the position that hu-
man resources occupy among the competitive fac-
tors of the MNCs. The appraisal of human
resources as a company’s competitive factor was
split into two other factors: (1) non-managerial
employees’ skills and knowledge and (2) manage-
rial staff’s competencies. The measures and scales
used to the particular variables incorporated in the
tested hypotheses are presented in Table 1.

The data has been collected in two ways:
CATI (computer aided telephone interview) and
CAWI (computer aided Web interview). To ana-
lyze the collected data both descriptive and corre-
lational statistical methods were used. All the ques-
tions were asked in the context of the last two
fiscal years and the interviewer reminded the re-
spondents of that several times during the inter-
view survey. The goal of this procedure was to en-
sure that the respondent was referring to a specific
period of time in which he or she was able to logi-
cally assess the interconnections between the par-
ticular HRM and business phenomena under study.
The survey was conducted in January 2018. All
calculations were performed using Statistica v.
12,5 — an advanced analytics software package
with the level of significance set to alpha L 0.05.
Kolmogorov—-Smirnow test was performed to de-
termine the normality of data distribution. The re-
lationships between the quantitative variables were

347

examined by the means of Pearson correlation co-
efficient (referred to as Pearson’s r).

The research sample was composed of 200
headquarters of MNCs deriving from a Central
European country (Poland). They were nonfinan-
cial economic entities, existing on the market no
less than two years, with a dominant share of the
Polish capital, which possessed at least one foreign
subsidiary, and this subsidiary was an effect of a
foreign direct investment (FDI). The reference
base for the number of business entities was the
last report prepared by the Polish Central Statisti-
cal Office. The report said that there were 1760
Polish economic entities which confirmed pos-
sessing 4086 business entities in 150 countries in
2015 (Activities of Enterprises..., 2017). Hence, it
was assumed that the size of a sample is sufficient
to conduct the research because when the confi-
dence coefficient stays at the level of 0.95 the max-
imum measurement error amounts to 0.065.

The sampling was of the purposive type to
meet the requirements specified above. The struc-
ture of the research sample was diverse in terms of
the companies’ business profiles — according to the
European Classification of Business Activity
(ECBA) — although not all of the sectors of the
economy were represented; length of operation in
years; size of organizations (as measured by num-
ber of employees); type of FDI investment; and the
ownership share of the HQs in their foreign subsid-
iaries. Furthermore, the MNCs under research dif-
fered in the number of total and foreign entities
they controlled, number of host countries in which
their subsidiaries were located, and level of coun-
try’s development in which their most representa-
tive subsidiary operated. An average MNC operat-
ed on the market longer than 11 years, was rather a
large organization as measured by the number of
employees, had about 13 entities, about 8 of them
were foreign subsidiaries, located in 4 countries,
established as greenfield investment with a majori-
ty ownership share belonging to the Polish HQ.
We have analyzed 83 the biggest foreign subsidiar-
ies of such companies in Eastern Europe and 102
in Western Europe.

We assumed that some specific parameters,
for example, an industrial area, size of the compa-
ny, its legal form or country’s economic develop-
ment could influence the performance of business-
es in the sample. Results of statistical testing did
not demonstrate the impact of these parameters on
business performance.
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Table 1. Basic descriptive statistics for the variables characterizing company performance, competitive factors and
HRM in MNCs in the research sample (source: own research data)

Variables Region Valid | Mean | Median | Min Max | SD

World 200 3.74 4.00 2.00 5.00 | 051

Financial results E. Europe 83 3.72 4.00 2.00 4.00 | 048
W. Europe 102 3.79 4.00 2.00 4.00 | 047

World 200 3.26 3.00 2.00 5.00 | 0.50

Quality of products/services results E. Europe 83 3.29 3.00 3.00 5.00 | 0.51
W. Europe 102 3.23 3.00 2.00 5.00 | 0.47

World 200 3.32 3.00 2.00 5.00 | 0.52

Innovativeness results E. Europe 83 3.28 3.00 3.00 5.00 | 0.48
W. Europe 102 3.35 3.00 2.00 5.00 | 0.54

World 200 3.56 4.00 2.00 5.00 | 0.54

HRM results E. Europe 83 3.49 3.00 3.00 5.00 | 0.53
W. Europe 102 3.61 4.00 2.00 5.00 | 0.53

World 200 3.47 3.50 2.50 450 | 0.33

Mean of overall performance results E. Europe 83 3.45 3.50 2.75 425 | 0.30
W. Europe 102 3.50 3.50 2.50 450 | 0.34

World 200 341 3.33 2.56 489 | 0.37

Mean of HRM significance to results E. Europe 83 3.44 3.44 2.56 489 | 0.37
W. Europe 102 3.39 3.33 2.56 467 |0.38

World 200 341 3.00 2.00 5.00 | 0.56

Competitive factor: non-managerial E. Europe 83 3.1 3.00 200 500 | 063

employees
W. Europe 102 3.38 3.00 2.00 | 400 | 0.51
World 200 3.37 3.00 2.00 | 500 | 0.56
Competitive factor: managerial staff E. Europe 83 3.42 3.00 2.00 5.00 | 0.54
W. Europe 102 3.32 3.00 2.00 | 400 | 0.58
Mean of overall human factor: employees & World 200 3.39 3:50 200 | 450 | 0.46
managers E. Europe 83 3.42 3.50 250 | 450 | 0.49
W. Europe 102 3.35 3.50 2.00 | 400 | 0.45
World 200 2.60 2.67 1.00 | 3.78 | 041
Mean of HRM centralization E. Europe 83 2.66 2.67 1.00 3.78 | 0.39
W. Europe 102 2.56 2.67 1.00 344 1 0.39
World 200 3.44 3.44 244 | 478 | 0.38

Mean of HRM knowledge flow from the HQ | E. Europe 83 341 3.44 2.44 433 | 0.35

W. Europe 102 3.46 3.44 2.56 4.67 | 0.36

World 200 3.23 3.22 1.33 5.00 | 0.43
Mean of HRM knowledge flow to the HQ E. Europe 83 3.19 3.22 1.33 5.00 | 0.43
W. Europe 102 3.28 3.33 1.44 4.00 | 0.38
World 200 3.26 3.22 2.67 456 | 0.30
Advancement level of HRM E. Europe 83 3.30 3.33 2.67 4.00 | 0.27
W. Europe 102 3.21 3.11 2.67 4.00 | 0.29

Scales:

Performance results: comparison to the main competitors: 1 — poor, 2 — below average, 3 — similar to others, 4 — above average, 5 —
very good;

Significance of HRM to performance results: 1 not important, 2 — slightly important, 3 — moderately important, 4 — important, and 5 —
very important;

Competitive factor: comparison to the HQ: 1 — strongly lower, 2 — rather lower, 3 — similarly to an average, 4 — rather higher, 5 —
strongly higher;

HRM centralization: 1 — decentralization (each subsidiary has full autonomy), 2 — general guidelines and framework provided by the
HQ, 3 — detailed policies, procedures and rules provided by the HQ, and 4 — centralization (centralized decision—making and tight
control over realization);

HRM knowledge flow: 1 — not important, 2 — slightly important, 3 — moderately important, 4 — important, and 5 — very important;
HRM advancement level: comparison to the main competitors: 1 — strongly lower, 2 — rather lower, 3 — similarly to an average, 4 —
rather higher, 5 — strongly higher.
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5. The empirical research findings
5.1. Descriptive statistics

The basic descriptive statistics for the variables
connected with the main research problem are pre-
sented in Table 1. On average, the worldwide per-
formance results of MNCs, when compared to their
main competitors, are somewhere between “similar
to others” and “above average” (X =3.47).

The best score is achieved in finance
(X =3.74), and the others in descending order are:
HRM (X =3.56), innovativeness (X =3.32), and
quality (X =3.26). The quality results in Eastern
Europe (X =3.29) are a little higher than in West-
ern Europe (X =3.23), but in Western Europe the
other performance areas gain slightly better results.
The significance of HRM to the subsidiary’s per-
formance results in the World is slightly above
“moderately important” (X =3.41) like in other
two regions under study, albeit in Eastern Europe
is higher (X=3.44) than in Western Europe
(X=3.39). The average advancement level of
HRM worldwide (X =3.26) is similar to the level
observed among the main competitors and never
strongly lower when analyzed individually (min =
2), although again it is a little higher in Eastern
Europe (X=3.30) than in Western Europe
(X =3.21). The HQ usually plays an important role
in determining detailed policies, procedures and
rules for HRM at a subsidiary level, hence, exhibit-
ing some control mechanisms. Redecoding the
centralization scale (to: 1 — none, 2 — low, 3 — high,
4 — strong), the level of centralization worldwide is
rather high (X =2.60), and at the same time is
higher in Eastern Europe (X =2.66) with compari-
son to Western Europe (X =2.56). Considering in
the worldwide perspective, the significance of
HRM knowledge flow from the HQs to their local
subsidiaries (X =3.44) and in the opposite direc-
tion (X =3.23) is even more than moderately im-
portant. Anyway, in Western Europe it is greater
than in Eastern Europe. Finally, the human re-
sources worldwide as a competitive factor are on
average evaluated similarly to the human resources
at the HQs (X =3.39). This refers both to the non—
managerial (X =3.37) and managerial employees
(X =3.41). None of the MNCs gives a rate of
strongly lower (min = 2). Furthermore, in Eastern
Europe non-managerial employees (X =3.41) as
well as managerial staff (X =3.42) are appraised
higher than in Western Europe (X=3.38 and
X =3.32 respectively). What is more, in Eastern
Europe among eight competitive factors it is com-
petencies of managerial staff that is placed on the

second position (after the quality of prod-
ucts/services) and knowledge & skills of employ-
ees coming third, whereas in Western Europe
competencies of managerial staff are on the fourth
position and knowledge & skills of employees on
the third (see Table 2).

Table 2. The ranking of competitive factors (source:
own research data)
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No Competitive factors Mean
value
World
1. | Quality of products/services 3.78
2. | Knowledge & skills of employees 3.41
3. | Structure & size of organization 3.39
4. | Competencies of managerial staff 3.37
5. | Financial resources 3.25
6. | Low production cost 3.20
7. | Innovativeness of products/services 3.14
8. | Production technology 3.10
Eastern Europe
1. | Quality of products/services 3.77
2. | Competencies of managerial staff 3.42
3. | Knowledge & skills of employees 341
4. | Structure & size of organization 3.28
5. | Financial resources 3.22
6. | Innovativeness of products/services 3.16
7. | Low production cost 3.16
8. | Production technology 3.14
Western Europe
1. | Quality of products/services 3.78
2. | Structure & size of organization 3.52
3. | Knowledge & skills of employees 3.38
4. | Competencies of managerial staff 3.32
5. | Financial resources 3.27
6. | Low production cost 3.22
7. | Innovativeness of products/services 3.10
8. | Production technology 3.04
Scale: with comparison to the HQ: 1 — strongly lower, 2 —
rather lower, 3 — similarly to an average, 4 — rather higher,
5 —strongly higher.

5.2. Correlation analysis

The results of the correlation tests (at p <.05) for
the main research variables are presented in Ta-
ble 3 (for Eastern Europe) and Table 4 (for West-
ern Europe). Their analysis leads to the conclusion
that in both regions the better the company’s per-
formance results in HRM, the better the subsidi-
ary’s performance overall results, although this
correlation is stronger in  Western Europe
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(r=0.79) than in Eastern Europe (r = 0.67). In  r= 0.23), whereas between the HRM results and
both regions the HRM results are also positively  innovativeness the strength of correlation is dou-
correlated with the financial results and innova-  bled in Western Europe (r = 0.48 cf. to r = 0.24).
tiveness results. Interestingly, the relationship be-  No statistically significant relationship has been
tween the HRM results and financial results is  found between the results in HRM and the quality
slightly stronger in Eastern Europe (r =0.26 cf. to  of products/services.

Table 3. The results of a correlation test for the main research variables: company performance, competitive factors
and HRM in Eastern Europe (source: own research data)

Variables 1 2 3 4 5 6 7 8 9 10. 11. 12. 13.

1. Financial results 1.00|-0.01| 0.06|0.26*|0.51*|-0.15|-0.07|-0.06 | -0.07 | 0.05| 0.17|0.32*| 0.22*

2. Quality of prod-

. -0.01| 1.00|0.34*| 0.08|0.56*|0.26*|0.35*| 0.17]|0.32*| 0.14| 0.16|-0.14| 0.03
ucts/services results

3. Innovativeness results 0.06|0.34*| 1.00|0.24*|0.66*| 0.07| 0.01| 0.09| 0.06|-0.06| 0.01|-0.12| 0.17

4. HRM results 0.26*| 0.08|0.24*| 1.00|0.67*| 0.11| 0.03| 0.20| 0.12| 0.12| 0.03| 0.16| 0.10

5. Mean of overall perfor-

0.51*| 0.56* | 0.66* | 0.67*| 1.00| 0.11| 0.14| 0.15| 0.17| 0.09| 0.14| 0.10| 0.24*
mance results

6. Mean of HRM signifi-

-0.15]0.26*| 0.07| 0.11| 0.11| 1.00(0.39*|0.36*|0.45*| 0.16 | 0.24*|-0.05| 0.03
cance to results

7. Competitive factor: non—

. -0.07|0.35*| 0.01| 0.03| 0.14|0.39*| 1.00|0.40*|0.86*|0.27*| 0.16|-0.05| —0.01
managerial employees

8. Competitive factor: mana- | ) oo | 121 09| 020| 015036 |040%| 1.00|0.81%|0.24% | 0.02| 0.01| 0.07

gerial staff
. ?::;’:Of‘“’era”h“ma” -0.07|0.32%| 006 012| 0.17|0.45%|0.86*|0.81*| 1.00 |0.30* | 0.10|-0.03| -0.04
1°-ti'\’:;a” ofHRM centraliza- | 4 05| 0.14| -0.06 | 0.12| 0.09| 0.16|0.27%| 0.24* |030%| 1.00| 0.04| 0.02| 0.00

11. Mean of HRM knowledge

0.17| 0.16| 0.01| 0.03| 0.14|0.24*| 0.16|-0.02| 0.10| 0.04| 1.00|0.37*| 0.16
flow from the HQ

12. Mean of HRM knowledge

0.32*|-0.14|-0.12| 0.16| 0.10|-0.05|-0.05|-0.01|{-0.03| 0.02|0.37*| 1.00| 0.40*
flow to the HQ

13. Advancement level of

HRM 0.22*| 0.03| 0.17| 0.10(0.24*| 0.03|-0.01|-0.07|-0.04| 0.00| 0.16|0.40*| 1.00

* Pearson’s r significant at p < 0.05000; Scales: see Table 1.

Table 4. The results of a correlation test for the main research variables: company performance, competitive factors
and HRM in Western Europe (source: own research data)

Variables 1 2. 3. 4. 5. 6. 7. 8. 9. 10. 11. 12. 13.

1. Financial results 1.00| 0.06| 0.05|0.23*|0.39*| 0.15|0.20*| 0.06| 0.15| 0.16| 0.10| 0.22*| 0.21*

2. Quality of prod-

. 0.06 | 1.00| 0.45*| 0.16| 0.59*| 0.36* | -0.02 | -0.01| -0.03 | -0.03| 0.16|-0.19| -0.19
ucts/services results

3. Innovativeness results 0.05|0.45*| 1.00| 0.48*| 0.80*| 0.42*| 0.10|-0.07| 0.00| 0.17|0.39*| 0.06| 0.05

4. HRM results 0.23*| 0.16|0.48*| 1.00|0.79*| 0.46*| 0.30*| 0.03 | 0.20* | 0.23* | 0.26* | 0.19*| 0.18

5. Mean of overall perfor-

0.39* | 0.59*| 0.80* | 0.79*| 1.00| 0.55*| 0.25*| 0.02| 0.15|0.22*| 0.36*| 0.12| 0.11
mance results

6. Mean of HRM signifi-

0.15| 0.36* | 0.42* | 0.46* | 0.55*| 1.00| 0.34*| 0.12| 0.27*| 0.22* | 0.47* | 0.20* | 0.24*
cance to results

7. Competitive factor: non—

. 0.20*| -0.02| 0.10| 0.30* | 0.25*| 0.34*| 1.00|0.36*| 0.80* | 0.19| 0.16| 0.34*| 0.24*
managerial employees

8. Competitive factor:

. 0.06 | -0.01 | -0.07 | 0.03| 0.02| 0.12|0.36*| 1.00|0.84*| 0.11|0.20* | 0.34* | 0.26*
managerial staff
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End of Table 4

Variables . | 2 [ 3 a5 6 [ 7 [s8 o [10]11]12]a13

% x:;r:omvera”h“ma” 0.15| -0.03| 0.00|020%| 0.15|0.27*| 0.80% | 0.84%| 1.00| 0.18|0.22* | 0.42% | 0.33*
1°'Z\ZZT1°WRM centrali- 10161 0.03| 0.17]0.23%| 0.22%| 0.22%| 019| 011| 018| 1.00| 0.13]037%| 016
11. Mean of HRM

knowledge flow from 0.10| 0.16]0.39* | 0.26* | 0.36* | 0.47* | 0.16| 0.20%| 0.22*| 0.13| 1.00| 0.47*| 0.18

the HQ
12. Mean of HRM

knowledge flow to the | 0.22%| ~0.19| 0.06| 0.19%| 0.12| 0.20* | 0.34* | 0.34* | 0.42* | 0.37* | 0.47* | 1.00| 0.44*

HQ
13'ﬁg‘ﬁncemem'e"e' of 1021%| 019| 005| 0.18| 0.11]024*|024*| 0.26%| 0.33¢| 016| 018 0.44%| 1.00

* Pearson’s r significant at p < 0.05000; Scales: see Table 1.

All this means that our hypothesis H: can be
partially accepted because — with the exception of
the results in the quality of products/services — the
other two types of results are positively correlated
with the HRM results.

The appraisal of the overall human factor as a
company’s competitive factor is positively corre-
lated only with two fields of the company’s per-
formance results. In Eastern Europe it is correlated
with the results in the quality of products/services
(r = 0.32) and in Western Europe with the HRM
results (r = 0.20). Similarly, the appraisal of the
non—-managerial employees as a competitive factor
is positively correlated only with two fields of the
company’s performance results: in Eastern Europe
with the results in the quality of products/services
(r = 0.35) and in Western Europe with the HRM
results (r = 0.30). No relationships between the
appraisal of the managerial staff as a competitive
factor and the results in four selected fields of
company’s performance have been found. So, our
hypothesis H: is partially confirmed, because what
can be concluded is that it is only the higher ap-
praisal of the non-managerial employees as a
company’s competitive factor that raises the com-
pany’s performance results in HRM and the quality
of products/services.

In Eastern Europe the HRM centralization is
positively correlated not only with the appraisal
of the overall human factor as a company’s com-
petitive factor (r = 0.30) but with its two compo-
nents as well, i.e. non-managerial skills &
knowledge (r = 0.27) and managerial staff’s com-
petencies (r = 0.24). No relationships have been
identified between the overall human factor and
the significance of HRM knowledge flows either
to or from the HQ. No relationships between such
flows and both managerial staff and non-—
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managerial employees have been found either. In
Western Europe all looks otherwise. There are no
statistically significant correlations between the
appraisal of the overall human factor, including
its two managerial and non—managerial compo-
nents, and the centralization of HRM but there are
some positive correlations with the significance
of the HRM knowledge flows. The HRM
knowledge flow from the HQ to its local subsidi-
ary is associated with the appraisal of managerial
staff (r = 0.20) and the appraisal the overall hu-
man factor (r = 0.22). The HRM knowledge flow
to the HQ from its local subsidiary is associated
with the appraisal of the overall human factor (r =
0.42), including its two components: managerial
(r = 0.34) and non—managerial (r = 0.34). There-
fore our hypothesis Hs can be confirmed only to
some degree. Some relationships between the se-
lected variables are observable in Eastern Europe,
whereas others in Western Europe.

In Eastern Europe the significance of HRM to
the subsidiary’s performance results exhibits a pos-
itive correlation with the HRM knowledge flow
from the HQ to its local subsidiary (r = 0.24) but
no statistically significant relationships with the
opposite direction of HRM knowledge flow and
the centralization practices of HRM. In Western
Europe the significance of HRM to the subsidi-
ary’s performance results is positively correlated
with HRM centralization (r = 0.22), and both di-
rection of the HRM knowledge flow: from the HQ
(r = 0.47) and to the HQ (r = 0.20). Hence, our
hypothesis Has can’t be fully accepted. The phe-
nomenon under study, i.e. the higher the signifi-
cance of HRM to the subsidiary’s performance
results, the higher the HRM centralization level
and the higher the significance of HRM knowledge
flows from the HQ to its local subsidiary and the
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opposite direction has been identified in full only
in Western Europe.

The positive relationships between the HRM
advancement level and the company’s performance
overall results has been identified only in Eastern
Europe (r = 0.24). But in Western Europe some
other relationships that are absent in Eastern Eu-
rope have been found. Namely, the HRM ad-
vancement level is positively correlated with the
significance of HRM to the company’s perfor-
mance results (r = 0.24), and the appraisal of the
overall human factor (r = 0.33), including its two
components: managerial (r 0.26) and non-
managerial (r = 0.24). Like in the previous case,
our hypothesis Hs can’t be fully accepted. Alt-
hough we can say that in the whole sample the
higher the HRM advancement level, the higher the
company’s performance overall results, the higher
the appraisal of human factor (both managerial and
non—-managerial) as a company’s competitive fac-
tor, and the higher the significance of HRM to the
subsidiary’s performance results — it’s not true for
both European regions.

Finally, all the research findings entitle us to
confirm the acceptance of the hypothesis Hs. We
have successfully identified are some statistically
significant differences between MNCs operating in
Eastern and Western Europe within the range of
relationships defined in the hypotheses from Hi to
Hs.

6. Research summary

The comparative analysis of the empirical research
findings leads to the conclusion that in the context
of the main goal of the paper it is possible to indi-
cate some similarities and differences between
MNCs and their local subsidiaries operating in
Eastern and Western Europe. Here they are.

In Eastern Europe the subsidiary’s perfor-
mance results in finance depend on the HRM re-
sults, HRM advancement level and HRM
knowledge flow to the HQ. The results in the
quality of products/services depend on the HRM
contribution to the overall subsidiary’s results, the
appraisal of both non—managerial employees and
the overall human factor as a company’s competi-
tive factor. The results in innovativeness depend on
the results achieved within HRM, and the HRM
results are connected with the financial results.
Furthermore, the higher the appraisal of both non—
managerial employees and managerial staff as a
competitive factor the higher the significance of
HRM to the subsidiary’s performance results and
the higher the centralization level of HRM. At the
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same time, the higher the significance of HRM to
the subsidiary’s performance results the more im-
portant HRM knowledge flow from the HQ to its
local subsidiary.

In Western Europe the subsidiary’s perfor-
mance results in finance depend on the HRM re-
sults, HRM advancement level, appraisal of non—
managerial employees as a company’s competitive
factor, and HRM knowledge flow to the HQ. The
results in the quality of products/services depend
on the HRM contribution to the overall subsidi-
ary’s results. The results in innovativeness depend
on the HRM results, the HRM contribution to the
overall subsidiary’s results, and HRM knowledge
flow from the HQ. The results in HRM are con-
nected with the financial results, and depend on the
HRM contribution to the overall subsidiary’s re-
sults, the appraisal of both non-managerial em-
ployees and the overall human factor as a compa-
ny’s competitive factor, HRM centralization and
knowledge flows in both directions: to and from
the HQ. Moreover, the higher the appraisal of non—
managerial employees as a competitive factor the
higher the significance of HRM to the subsidiary’s
performance results. Simultaneously, the higher
the significance of HRM to the subsidiary’s per-
formance results the higher HRM centralization
level, and the more important the knowledge flows
in both directions between the HQ and its local
subsidiary. The significance of the two-direction
knowledge flow is also connected with the ap-
praisal of both non-managerial employees and
managerial staff as a competitive factor.

7. Final conclusions

Our final conclusions based on the comparative
analysis of the empirical research findings suggests
that the role of human factor and HRM practices in
MNCs’ performance in Eastern and Western Eu-
rope takes some different shape. In Eastern Europe
the human factor (both knowledge & skills of non-
managerial employees and competencies of mana-
gerial staff) is treated as a company’s competitive
factor to a higher degree than in Western Europe.
What is more, in Eastern Europe the managerial
staff gains higher grades than non-managerial em-
ployees, whereas in Western Europe it is on the
contrary. In Eastern Europe the higher the apprais-
al of non-managerial employees and managerial
staff as a competitive factor the higher the signifi-
cance of HRM to the local subsidiary’s perfor-
mance results and the higher the level of HRM
centralization itself. In Western Europe the higher
the appraisal of non-managerial employees and
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managerial staff as a competitive factor the higher
the HRM advancement level, and the significance
of HRM to the local subsidiary’s performance re-
sults depend exclusively on the appraisal of the
skills & knowledge of non—-managerial employees.
Additionally, the higher level of HRM centraliza-
tion brings better results in HRM itself as well as
in the overall performance results. It’s also worth
noticing that in Eastern Europe the higher the
HRM advancement level the better the company’s
financial and overall performance results, whereas
in Western Europe the HRM advancement level is
associated not only with financial results but also
with the contribution of HRM to the overall per-
formance results, the appraisal of human factor
(both managerial and non-managerial) and two-
direction HRM knowledge flow between the HQ
ant its subsidiary.

We hope the reader can find the main goal of
the article realized. In accordance with our inten-
tion, we have answered all our research questions
and verified the corresponding hypotheses. All this
help us to identify some regularities within the
problems under study in two European regions and
then formulate the appropriate conclusions.

However, the study is not free of some limita-
tions. Albeit the research sample was deliberative-
ly selected, it covered only those MNCs that were
headquartered in one Central European country.
Therefore, the final conclusions can’t be extended
on the whole population of MNCs worldwide. Fur-
thermore, although the sample was diverse in terms
of the type of business activity according to the
ECBA, not all sectors of economy were represent-
ed. Additionally, a very small percentage of for-
eign subsidiaries was established as a brownfield
investment, so this might have some effect on the
collected research data as well. Some other flaws
are also discernible in the measurement scales or
the calculations based exclusively on the mean
values. As about the latter ones they may averagize
or generalize the studied variables too much. There
are also some reservations about asking the in-
formants the general questions about the compa-
ny’s performance results instead of using hard per-
formance indicators. Of course this practice is not
at odd within this type of research, however it may
undermine the subjectivity of evaluation. And as
about the future research we would recommend to
look for some mediating variables that may explain
in details or discover new ties between the varia-
bles under study.

Notwithstanding all these imperfection, the
value of this paper is visible. We have successfully
identified some statistically significant differences
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between MNCs operating in Eastern and Western
Europe within the range of relationships between
the activities in the field of HRM and performance
results with a view to the value ascribed to human
resources as a strategic competitive factor, HRM
centralization practices and the importance of
HRM knowledge flows between the HQs and their
subsidiaries. Our study, therefore, represents an
original effort at examining these relationships and
brings some considerable contribution to the de-
velopment of management scientific discipline, in
particular to human resources management. And to
our best knowledge, among the predominant num-
ber of articles devoted to MNCs headquartered in
the Western and more developed countries, it is
probably the first one to take the Eastern European
perspective from the former centrally—planned
economies on MNCs originating from this region.

As for the practical implications of the re-
search results, they mostly rely on indicating some
similarities and differences between MNCs and
their foreign entities in two European regions that
may have an impact on managerial interpretations
on which HRM practices should be considered as
effective and which as possibly ineffective with
connection to the organizational performance. It’s
worth emphasizing that the effectiveness itself is
not only determined by the local managers’ and
employees’ competencies and perceived work re-
sults. It also depends on how human factor is ap-
praised as a competitive factor and what HRM ad-
vancement and centralization levels are offered as
recognition in response. Hence, the presented re-
search findings may help the managers of MNCs to
uncover some hidden opportunities existing in the
management practice of their regional business and
inspire them to create such managerial develop-
ments which can successfully cope with HRM re-
gional and foreign country level challenges.
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