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In the light of the increasingly global world economy Human resources 
management has evolved form a support function to a strategically 
important function. Human resources management is viewed as a crucial 
component of the business strategy. The level of the transfer of the human 
resources management practices will be positively affected by the extent 
to which the top management of the multinational companies believes that 
people and human resources management are sources of the company’s 
competitive advantage. 
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Some experts have even identifies it as the glue that holds the global 
organization together, arguing that Human resources management policies 
and practices can act like mechanisms for co-ordination and control of the 
international operations. Foreign subsidiaries of multi-domestic 
multinational companies are relatively independent from the headquarters. 
They may primarily rely on inputs from the local environment and are 
driven by the local competition with different companies. Consequently, 
resources developed in one part of the multinational company are nor 
necessarily useful sources of competitive advantage in other locations. Such 
subsidiaries have a relatively grater need to gain local legitimacy and, 
therefore, are ore likely to acquire the features of other host country 
companies, including importance to the national responsiveness. Foreign 
subsidiaries of global multinational companies show a higher degree of 
interdependence with headquarters and other subsidiaries of the 
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multinational company, in terms of managerial know-how, technology, 
capital and key personnel.* 

A consequence of economic globalization is increasing relations 
among members of an industry in different parts of the world (globalization 
of an industry), with a corresponding erosion of national sovereignty in the 
economic sphere. This can be defined as ‘the growing economic 
interdependence of countries worldwide through increasing volume and 
variety of cross-border transactions in goods and services, freer international 
capital flows, and more rapid and widespread diffusion of technology’.† 

All of the companies with human rights policies can be classified 
into one or more of the following categories: ‡ 

- The company has had at least one major issue with human rights,  
- The company has exposure to particularly sensitive countries. In 

this context, having a policy may be seen either as a management 
tool (i.e. to provide guidance on how to behave in such difficult 
operating environment) or as a legitimization tool (e.g. to deflect 
criticisms of the company for operating in such countries). 

- The company is part of the oil, gas or mining industries. The 
extractive industries have been particularly criticized for their 
role in or proximity to human rights violations.  

- A human rights policy is a source or potential source of 
competitive advantage. 

- A commitment to protecting and promoting human rights is a 
feature of the business climate in their home countries. 

The factor is concerned with the extent of which a multinational 
company is experienced in international operations. The length of time 
which the companies have been involved in international operations has 
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been shown to affect the nature of decisions related to the human resources 
management. * 

Companies with longer overseas experience have a more diverse set 
of human resources management practices than those with less experience. 
Where the operations of a multinational company are internationally divers, 
home country operations become less dominant and the company is more 
autonomous from the country of origin of the business system.  

International experience has been found to have quite a significant 
effect on the level of the local responsiveness of the human resources 
management, which suggests that learning is an important component in the 
successful adoption of the local practices. Specifically, the greater the 
mother company’s international experience and exposure to overseas 
operations, the more likely it will be to adopt a cosmopolitan attitude and let 
its subsidiaries to adapt the local practices. Therefore, the level of transfer of 
human resource management practices will be negatively related to the 
degree of the multinational companies’ international experience.  

Each company has a body of knowledge, specific ways of ‘how 
things must be done’ and an unique corporate philosophy that has been 
institutionalized over time in its organizational design or management style. 
This corpus of knowledge, values and managerial competences, which 
influences how the new operations are organised and run, constitutes the 
company’s ‘administrative heritage’.† 

The values and preoccupations of a company’s top management, 
with regard to the human resources management function and the relative 
significance of people as a source of competitive advantage in the 
organization, are important in shaping its human resources strategy.  This is 
linked to the resource based perspective which holds the employees can 
develop organisational competencies and skills that are valuable and 
difficult to imitate elsewhere.‡  
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Companies with management that strongly values the role of the 
human resources management and people in the organisation are more 
likely to emphases international development of human resources 
competencies, internal culture and employee commitment to the company 

Research has also shown that top management beliefs concerning the 
general features and the existence of the company’s human resources 
management competence can be other determinant that influences the 
transfer of human resources practices in the world.  
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