
Contents lists available at ScienceDirect

Journal of Business Research

journal homepage: www.elsevier.com/locate/jbusres

Human resource management practices transferring from foreign firms to
Russia: The case of MNCs subsidiaries☆

Marina Latukhaa,⁎, József Poórb, Ekaterina Mitskevicha, Dmitry Lingec

a St. Petersburg University, Graduate School of Management, Volkhovskiy Pereulok, 3, St. Petersburg 199004, Russia
b Szent István University, Páter K.u.1, Room: 4027, Gödöllő H-2100, Hungary
cMSU Lomonosova, Economic Faculty, Leninskiye Gory d1, str 46, Moscow 119991, Russia

A R T I C L E I N F O

Keywords:
Human resource management (HRM)
HRM practices
Transferring
MNCs
Russia

A B S T R A C T

The paper investigates the relationship between cultural fit, state of institutional development, the head-
quarters–subsidiary relationship and choice of MNCs' strategy for transferring human resource management
(HRM) practices through the sample of 21 Russian subsidiaries. The results propose that exportation strategy
better suits MNCs that originate from culturally close countries that enter markets with a relatively developed
institutional and business environment. Adaptation strategy is suitable for home countries that are culturally
distant, while integration strategy appears to be universal and allows capturing the benefits and mitigating the
drawbacks of other strategies. The paper also discusses the connection between the establishment mode, which
serves as a formal operationalization of the headquarters (HQ)–subsidiary relationship, and knowledge flows.
The result can be important for Central and Eastern Europe (CEE) countries and to support the decision-making
process for MNCs considering entering this region.

1. Introduction

A number of scholars prove that the effect that human capital has on
a company's profitability is largely determined by the practices a firm
uses to manage its human resources (Bayo-Moriones and Merino-Díaz
de Cerio, 2002; De Saá-Pérez & García-Falcón, 2002). This, in turn, has
led to the widely shared perception, among academics, that HRM sys-
tems are an important source of a firm's sustainable competitive ad-
vantage (Bognar & Bansal, 2014; Forghani & Tavasoli, 2017). The
globalization of business resulted in an emergence of academic interest
towards the topic of multinational corporations (MNCs), whereby the
transition of human resource management (HRM) from a support
function to a crucial element of a firm's overall strategy became evident
(Björkman & Welch, 2015; Brewster, Mayrhofer, & Smale, 2016).

Given the impressive growth of MNCs in a number of foreign sub-
sidiaries and hence their geographical presence (Birkinshaw &
Prashantham, 2012; Brenner, 2009) and the fact that they operate in a
highly competitive context, the application of the most effective prac-
tices of managing human resources to all business units became crucial
for building sustainable competitive advantage and, thus, survival
(Ahlvik & Björkman, 2015; Evans, Pucik, & Björkman, 2011; Horwitz,
2011). Following this academic and business need, the phenomenon of

transferring HRM systems or their elements from headquarters to for-
eign subsidiaries emerges (e.g. Ahlvik, Smale, & Sumelius, 2016;
Haddock-Millar, Sanyal, & Müller-Camen, 2016; Mellahi, Frynas, &
Collings, 2016). Despite the attention paid by scholars to this topic, it
remains understudied (Ayentimi, Burgess, & Dayaram, 2018; Chiang,
Lemanski, & Birtch, 2017). Ayentimi, Burgess, and Brown (2018) claim
that the majority of researches consider internationalization through a
general strategy lens, while the HRM context attracts little attention.
According to Beugelsdijk, Kostova, Kunst, Spadafora, and van Essen
(2018) the influence of cultural distance, one of the main factors that
affects entering the foreign market, on the internationalization process
remains unclear despite a huge number of researches, as these are too
broad and general and they respectively use different cultural dimen-
sions frameworks without explaining their relevance. Moreover, an-
other important factor of internationalization, the differences between
host and home countries' institutional environment, needs more thor-
ough research, especially when it comes to MNCs from developed
markets entering emerging ones (Edwards, Schnyder, & Fortwengel,
2019; Thite, Wilkinson, & Shah, 2012).

These emerging economies get more and more attention nowadays,
as a lot of MNCs allocate their subsidiaries in developing countries, and
the number of such firms grows significantly (Skuza, Scullion, &
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McDonnell, 2013). Not surprisingly, the distinctive features of HRM
systems common to these markets start to play an important role in the
commercial success of MNCs. The host country context is likely to have
a considerable impact on the process and outcomes of transmission of
HRM practices from headquarters to subsidiaries. From this perspec-
tive, we see that the analysis of Russian cultural and institutional
characteristics is important due to their cultural closeness to CEE
countries and an institutional sharing of the same socialist past (e.g.
Skuza et al., 2013; Vaiman & Holden, 2011). Additional support for the
idea of the Russian context can be found in the great number of MNCs
from developed countries operating in the Russian market; for those the
transfer of HRM practices still remains an important agenda as con-
temporary Russia is still involved in social, political, and economic
transformations whereas other countries have not changed so much
during the same period (Stoner, 2018).

In this paper we aim to tackle the prescient yet understudied topic of
factors that influence HRM practices' transfer strategy in CEE and
Russia and to address the aforementioned academic gaps as regards the
unclear connection between cultural and institutional factors in the
HRM context. In order to do this, we undertake an empirical study of
the way MNCs from different countries entered the Russian market;
namely, we investigate how the headquarters–Russian subsidiary cul-
tural distance and HRM practices' transfer strategy are related; what is
the relationship between the year of entry to the Russian market and a
company's HRM practices' transfer strategy; and does the HRM prac-
tices' transfer strategy vary for companies with a different nature of
relationship between their headquarters and a Russian subsidiary?

2. Transfer of HRM practices: theoretical background

As MNCs have proven to be particularly effective in transferring
knowledge using their internal networks (Gupta & Govindarajan, 1991;
Johanson & Vahlne, 2009), they appear to be the main agents of HRM
systems transfer (Festing, Knappert, Dowling, & Engle, 2012; Pudelko &
Harzing, 2007). According to Edwards (1998), there are three main
types of HRM practices' transfer and diffusion: namely, forward transfer
from headquarters to a subsidiary; horizontal transfer among different
subsidiaries; and reverse transfer from a subsidiary to headquarters.

From a strategic management perspective, the first decision a
company has to make is to select an internationalization strategy that
would suit the organization's needs and goals. According to Perlmutter
(1969) and Bartlett and Ghoshal (1989), the options typically are:
global strategy in which processes are centralized and subsidiaries re-
semble the headquarters rather than local firms; multi-domestic
strategy which implies decentralization of control that leads to a pre-
valence of local practices in an MNC's subsidiaries; and, finally, trans-
national strategy following which the companies try to apply world-
wide standards to both headquarters and subsidiaries. Subsequently it
was pointed out by many scholars that MNCs generally face two types
of pressure: the desire to be efficient on the global scale and, thus,
promote international standards among their subsidiaries, and the ne-
cessity to be locally responsive to achieve competitiveness in local
markets (Bjorkman & Budhwar, 2007; Jackson, Schuler, & Jiang, 2014;
Oppong, 2017a).

In the field of HRM, it is reflected in similar debates on the con-
vergence or divergence of HRM practices used in subsidiaries compared
to those applied in headquarters (Paauwe, 2004; Paik, Chow, & Vence,
2011), sometimes conceptualized as an opposition between uni-
versalistic (best practices) and contingency (best fit) approaches
(Farndale, Brewster, & Poutsma, 2008; Farndale & Paauwe, 2007;
Ferner et al., 2011; Smale, Björkman, & Sumelius, 2013). Taylor,
Beechler, and Napier (1996) suggest the most favoured by scholars is
classification that includes strategies of exportation, adaptation and
integration.

The exportation strategy reflects the convergence approach and is
built on the assumption that there are universally applicable “best

practices” that are not context-related in terms of their effectiveness
(Gamble, 2003). Studying exportation strategy, academics traditionally
argue the question of emergence of “best practices” within MNCs,
bringing the country-of-origin and dominance (Brewster, Sparrow, &
Vernon, 2007; Pudelko & Harzing, 2007) effects into the field.

There are multiple reasons that explain why MNCs might prefer the
exportation strategy when it comes to the establishment of practices in
their foreign subsidiaries. First of all, many scholars focus on the cost
factor (e.g., Lertxundi, 2008; Schmitt & Sadowski, 2003), underlining
the benefits of economy of scale. In addition to forming the competitive
advantage of a firm (Dickmann, 2003; Gooderham & Nordhaug, 2003;
Huang, Dyerson, Wu, & Harindranath, 2015), exported practices are
claimed to improve coordination within an MNC and increase organi-
zational control of a parent company over its subsidiaries (Brewster,
Mayrhofer, & Cooke, 2015; Budhwar & Sparrow, 2002). Apart from
that, universal HR practices promote a common corporate culture and
create an international network (Parry, Dickmann, & Morley, 2008;
Smale et al., 2013), foster organizational learning through transfer of
knowledge developed in headquarters and standardization of unique
skills (Dickmann, 2003; Parry et al., 2008).

In contrast to exportation, the second strategy, adaptation, follows
the divergence approach and depends on the notion of imperative fit
between HRM practices and cultural and institutional context, hence
confronting the best-practices-fit-all idea (Pudelko & Harzing, 2007;
Thite et al., 2012). The adaptation strategy supports a widespread ap-
proach to HRM that emphasizes the low likelihood of HRM cross-cul-
tural convergence compared to other business functions as HRM sys-
tems deal with managing people and consequently are more responsive
to cultural values and social structures (Kim & Gray, 2005; Lazarova,
Peretz, & Fried, 2017; Pudelko & Harzing, 2007; Rosenzweig, 2006).
Thus, following the adaptation strategy, MNCs try to adapt to the
specific local context to the highest extent by letting subsidiaries de-
velop their own HRM systems which subsequently resemble the HRM
systems of local companies rather than the ones employed in head-
quarters (Lertxundi, 2008). This strategy is applicable when MNCs do
not perceive their HRM systems to be core competences, as it is sug-
gested that HRM differs in the way it is defined and implemented ac-
cording to the context of various countries (Brewster et al., 2015).

However, both exportation and adaptation strategies have been
criticized for being overly simplistic (Leung, Bhagat, Buchan, Erez, &
Gibson, 2005; Scott, 2001) and adhering to extremes (Wilkinson, Wood,
& Demirbag, 2014), instigating scholars focus their attention on in-
tegration strategy. According to this strategy, firms implement a stan-
dardized HRM system throughout an organization, though some loca-
lization is allowed (Taylor et al., 1996). Two decades ago Frenkel and
Peetz (1998) noticed that the convergence trend triggered by globali-
zation was challenged by the phenomena of national culture, the role of
government and national industrialization strategies. Two years later
Katz and Darbishire (2000) developed the concept of converging di-
vergences to describe the increasing convergence of sets of HRM
practices among countries coupled with the growing divergence of
some practices within these countries. Many scholars have argued along
similar lines. Thus, Brewster (2002) claims that orientations for stan-
dardization and adaptation are usually both applied to corporations.
Edwards, Colling, and Ferner (2007) show that even in the case of
adoption of global practices they are usually adapted to local conditions
to a certain extent. Björkman, Smale, Sumelius, Suutari, and Lu (2008)
add that in the introduction process of HRM practices to foreign sub-
sidiaries, MNCs tend to simultaneously face the pressure of adaptation
and standardization, which is later supported by Yahiaoui (2015) and
Oppong (2017b).

Finally, it is important to mention the mechanisms for the transfer
of practices. Chiang et al. (2017) identify formal and informal me-
chanisms that an organization might exploit for transferring HRM
practices. According to them, formal mechanisms, e.g. policies, proce-
dures and guidelines, consist of manuals, HRM best practice systems
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(Edwards & Ferner, 2004) and procedures; while informal mechanisms
are mainly presented by relocations and management transfers
(Lazarova & Tarique, 2005) and internal networks and knowledge flows
(Edwards & Ferner, 2004).

3. Factors that influence the transfer of HRM practices

The factors that explain the extent to which MNCs adapt their HRM
practices when transferring them to foreign subsidiaries became a focus
of some studies (Morris et al., 2009; Pudelko & Harzing, 2007). How-
ever, this field stays underdeveloped academically, as the majority of
attention in the MNC internationalization field is given to the broader
topic of general internationalization factors with no regard to HRM
(Ayentimi, Burgess, & Brown, 2018). Extant papers usually discuss
factors of national culture and institutions, claiming these two dimensions
to be the most powerful in the determination of transfer strategy
(Budhwar & Sparrow, 2002; Edwards & Ferner, 2004; Edwards et al.,
2019; Khilji, 2003; Myloni, Harzing, & Mirza, 2004). Usually, re-
searches distinguish two main types of these factors: cultural (Hofstede,
2003; Myloni et al., 2004) and institutional (Gunnigle et al., 2005;
Scott, 2001) for both host and home countries and the gaps between
them. At the same time, while these two groups are external char-
acteristics to be dealt with, there are factors determined by internal
decisions, which reflect the relationship between headquarters and the
subsidiary (Ahlvik et al., 2016; Kostova, Marano, & Tallman, 2016;
Parry et al., 2008).

3.1. Cultural factors

The cultural context of host and home countries has always been
deemed to be of a great importance for the internationalization process,
as it plays the most prominent role in shaping organizational behaviour
(Hofstede, 2001; Kirkman, Lowe, & Gibson, 2017). In order to better
understand and operationalize the cultural gap the term “cultural dis-
tance” is widely used, which means the difference in the cultures of host
and home countries (Beugelsdijk & Mudambi, 2013; Shenkar, Luo, &
Yeheskel, 2008). To measure cultural distance two main frameworks
are widely used: Hofstede's (Hofstede, 2001) framework and the Global
Leadership and Organizational Behaviour Effectiveness (GLOBE) fra-
mework (House, Hanges, Javidan, & Dorfman, 2004).

Originally Hofstede proposed ranking cultures in four dimensions:
individualism–collectivism; uncertainty avoidance; power distance, and
masculinity–femininity. Throughout his later research he added two
more: long-term versus short-term and indulgence versus self-restraint
orientations. These later additions made his chief opponents, the
GLOBE researchers, question the validity of Hofstede's study wondering
what other dimensions he might have missed simply because his client,
IBM, was not interested in them (Javidan, House, Dorfman, Hanges, &
Sully de Luque, 2006). In addition to this, GLOBE researchers doubted
that culture could be embodied simply in an average score of how re-
spondents evaluate themselves, which led them to distinguish values
(how things should be on each cultural scale) and practices (how things
are now). For the needs of this research it is important to mention that
values are more important than practices in terms of transferring HRM
practices, as even if two societies have different practices but similar
values, any interaction between these two countries will not be ham-
pered by significant difficulties (Javidan et al., 2006). Finally, the
GLOBE framework is used with increasing frequency nowadays, be-
cause Hofstede's data is often out-dated (Beugelsdijk et al., 2018).

Despite the long research history in this field of study, the meta-
analysis of Beugelsdijk et al. (2018) shows that the results of studies on
the topic of cultural distance and internationalization are inconsistent
and sometimes even contradictory. The authors ascribe this to the small
specificity of such studies, which tend to generalize results to a great
extent and operationalize variables through different frameworks yet
do not explain the relevance of their use.

3.2. Institutional factors

Similarly to cultural distance, institutional theory is used to explain
how host and home countries' institutional configuration and the dif-
ference between them affect the internationalization process (Geppert,
Matten, & Walgenbach, 2006; Kim, 2012; Sidani & Al Ariss, 2014),
especially in the case of entering a less developed market (Edwards
et al., 2019; Najeeb, 2013). The institutional environment creates “rules
of the game” determining the enabling and constricting factors that can
enforce or hinder the success of an MNC (Scott, 2001).While the home
country institutional factors affect the internationalization process in a
way that being consecutive and non-restrictive they encourage com-
panies to engage into international activity and vice versa (Buckley
et al., 2007), host country institutional factors determine how exactly a
firm operates in a foreign market (Dunning & Lundan, 2008). These
factors are determined by political (regulatory system, corruption),
economic (trade rules) and social (ethical norms, attitude towards
business) environment (Peng, Wang, & Jiang, 2008). It is important to
underscore the lack of research with how significant dissimilarities
between host and home country institutional systems, for example, in
the case of entering an emerging market from a developed one, affect
firm's behaviour (Thite et al., 2012).

3.3. Headquarters–subsidiary relationship

The last set of factors that shape the way a HRM system will be
implemented in subsidiaries comprises those factors that deal with the
internal attributes and the relationship between headquarters and
subsidiaries (Parry et al., 2008). In the meta-analysis of studies on the
topic of the headquarters–subsidiary relationship, two types of re-
lationship are distinguished: formal (Myloni, Harzing, & Mirza, 2007;
Steger, Lang, & Groeger, 2011), which captures power and control over
a subsidiary and coordination mechanisms; and informal (Michailova &
Mustaffa, 2012), which deals with networks and knowledge flows
(Kostova et al., 2016). As entry and establishment modes define formal
processes in a subsidiary, they might be used for the operationalization
of formal factors (Shen & Puig, 2018).

There is evidence that the more control (embedded in formal fac-
tors) the headquarters has over the subsidiary, the more likely it is to
export its HRM practices without making any serious adjustments
(Myloni et al., 2007). Regarding knowledge flows, their direction is
considered: reverse knowledge flows from a subsidiary to a head-
quarters imply a subsidiary's larger role in building the competitive
advantage of an MNC, which can result in the enhanced status and
autonomy of a subsidiary (Edwards & Tempel, 2010).

4. CEE context and Russia

Central and Eastern Europe (CEE) is a term that refers to the group
of former socialist governments, such as Bulgaria, Croatia, Czech
Republic, Estonia, Hungary, Latvia, Lithuania, Poland, Romania,
Slovakia and Slovenia. The CEE region is of particular interest to aca-
demics regardless of its relative geographical proximity for comparing
countries to emerged economies and to each other; their overall in-
ternal similarity, performance and size of these countries differs sig-
nificantly (Schwartz & McCann, 2007; Stor et al., 2017). Nevertheless,
Brewster, Morley, and Bučiūniene (2010) noticed that the issue of HRM
in this region is not fully covered.

The distinguishing features of HRM systems in CEE are commonly
cited to be dictated by the former influence of the Soviet Union and its
socialist past (Skuza et al., 2013; Vaiman & Holden, 2011). The as-
piration for hierarchy and centralization typical of CEE managers sig-
nificantly obstruct relations with international companies, increasing
the demand for managers who are able to become middlemen between
a post-socialist or communist way of doing business and a free market
spirit. Among the main problems of the region are: underdevelopment
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of business education in the region and, consequently, a shortage of
managers in the labour market who possess the necessary managerial
competences (Vaiman & Holden, 2011); high migration of young spe-
cialists to developed countries; underinvestment in human capital (Alas
& Svetlik, 2004); and overall inefficiency of used HRM practices. Some
authors also mention the unwillingness of managers to engage sub-
ordinates in the decision-making process and the negative attitude of
young specialists to show engagement and initiative, which are usually
perceived as a threat to the authority and position of a manager (Skuza
et al., 2013).

Russia as the research context was often included in studies about
CEE countries both as the part of CEE area and as an environment with
settings similar to those in CEE (such as the shift from a planned to
market economy, strict governmental control, bureaucratic, and a
corruptive and inefficient business environment, etc.), which makes
comparative analysis and generalization of Russia and CEE contexts
possible (Horwitz, 2011; Poór et al., 2014; Stor et al., 2017; Vaiman &
Holden, 2011). Besides, we see some common trends in Russia and CEE
regional development linked to rather slow changes in macro- and
microenvironments (Gurkov & Saidov, 2017; Poór et al., 2014), re-
sulting in a contemporary Russia that is still not very transparent and is
coupled with a lack of governmental support for business and a weak
institutional context. However, given the common socialist past of CEE
countries and Russia, which resulted in many similar features in HRM
systems in CEE and Russia (Runst, 2013), Russia being an important
investment direction (Budhwar, Varma, & Patel, 2016) and the ade-
quate experience of researchers in conducting studies in Russia, we
believe that a Russian perspective can add significant value to the CEE
academic field. Thus, in subsequent parts of the paper the cultural and
institutional environment in Russia will be described.

4.1. Culture

For the cultural evaluation of Russia, we used the GLOBE model
(House et al., 2004) for reasons already discussed earlier in this paper.
The summary of scores is presented in Table 1. According to the GLOBE
methodology there are two sets of scores: values (‘should be’ state) and
practices (‘as is’ state).

As can be seen from the table, some characteristics differ sig-
nificantly regarding their ‘should be’ and ‘as is’ state. Among them are
performance orientation (5.54 vs. 3.39), future orientation (5.48 vs.
2.88), power distance (2.62 vs. 5.52) and uncertainty avoidance (5.07
vs. 2.88).

Power Distance (PD) is the degree to which members of the society

accept hierarchy and inequality in power distribution. That dimension
alone has a huge impact on managerial practices and HRM policies as a
result. In high PD societies misuse of power is more common.
Obedience pushes line-level decisions to the top, consuming top man-
agers' time, but makes it easier to implement decisions from the top
down with less questioning of those decisions, thus, making it easier to
implement centralized policies unless they are being quietly sabotaged.

GLOBE researchers distinguish two kinds of collectivism: institu-
tional and in-group. Institutional collectivism orientation describes to
which degree organizations or societal institutions value and reward
collective actions and participate in collective distribution of resources.
In-group collectivism dimension describes to which degree people of
the particular society feel a need for belongingness, cohesiveness, loy-
alty and pride in regard to the group. In collectivist societies, employees
need to be rewarded as a group. Rewarding an individual in such cul-
tures breaks group cohesiveness and may demotivate the team. This is
reflected in a common Russian practice of non-performance related
year-end bonus. Another phenomenon that stems from high PD and
high in-group collectivism and penetrates through the entire society is
corruption. High PD comes with a propensity to misuse power but
joined with tight, cohesive, trustworthy working groups of extended
family members corruptive behaviour becomes easier to hide and
harder to prove.

Russia has a low ranking for Uncertainty Avoidance (UA) and
Future Orientation (FO), 2.88 for both. FO is the degree to which so-
ciety members engage in future-oriented behaviour and delay im-
mediate gratification for long-term gains. UA orientation demonstrates
to which degree the society relies on norms, traditions and formal
procedures to avoid risks and unpredictability in the future. In HRM it
can be observed through low respect and reliance for formalized pro-
cedures and instructions.

Humane Orientation (HO) and Assertiveness (A) are two orienta-
tions that were presented in Hofstede's model as feminine–masculine
orientation. HO is the degree to which the society rewards caring,
nurturing, kindness, generosity, fairness and altruistic behaviour.
Assertiveness is the degree to which aggressive, competitive, con-
frontational and assertive behaviour is valued in the society. The last
dimension is Gender Egalitarianism that assesses to which degree the
society minimizes gender inequality. Russia has a high ranking in this
criterion. This can be attributed, again, to the socialist heritage that
gave women equal rights (without their demonstration) and provided
equal educational and occupational (at least formally) opportunities.

Thus, it can be seen that cultural profile greatly shapes how a
company should operate in a country. Given the inconsistency and
excessive generalization, which presumably hinder results of studies
dedicated to the relationship of culture (Valitova & Besson, 2018) and
the internationalization process (Thite et al., 2012), it makes sense to
study how differences between the Russian cultural profile and that of
an MNC's origin country are connected to transferring HRM practices
(Gurkov & Saidov, 2017; Valitova & Besson, 2018). It allows positing
the first research question as follows:

RQ1. How are cultural distance between the headquarters and Russian
subsidiary and the strategy for HRM practices' transfer related?

4.2. Institutions

The formation of institutions in modern Russia was significantly
affected by the heritage of the Soviet Union, and its repercussions are
still predominantly visible in the social system. First of all, Domsch and
Lidokhover (2007) notice that despite a strong educational system built
in the Soviet Union, after its fall the country gradually lost highly
qualified young specialists: the government was no longer able to sus-
tain the educational system at a high level because of a funding de-
crease. According to Gurkov and Zelenova (2009, 2012), it was only in
the 2000s that labour relationships were finally legitimized in post-

Table 1
The results of GLOBE estimation of Russia.

Values
Performance orientation 5.54
Assertiveness 2.83
Future orientation 5.48
Humane orientation 5.59
Institutional collectivism 3.89
In-group collectivism 5.79
Gender egalitarianism 4.18
Power distance 2.62
Uncertainty avoidance 5.07

Practices
Performance orientation 3.39
Assertiveness 3.68
Future orientation 2.88
Humane orientation 3.94
Institutional collectivism 4.5
In-group collectivism 5.63
Gender egalitarianism 4.07
Power distance 5.52
Uncertainty avoidance 2.88
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soviet Russia, which led to the establishment of new psychological
contracts and a shortage of qualified labour force in the market. The
problems related to a lack of business education in the country, which
led to an overall deficiency in business knowledge, marketing, finance,
product management and foreign languages, also mentioned by Fey,
Engstrom, and Björkman (1999) and Dirani, Ardichvili, Cseh, and
Zavyalova (2015). However, with the emergence of business education
the situation has improved in the recent years (Bjorkman, Fey, & Park,
2007). The political and economic problems caused by the break-up of
the Soviet Union led to a high level of managers' disregard towards the
government and the law (May, Puffer, & McCarthy, 2005). However,
this tension is mitigated by time, and now they resemble a partnership
rather than a rivalry.

The economic environment in Russia is characterized by a structural
imbalance (OECD, 2011), widespread segmentation and income in-
equalities as key characteristics of the Russian labour market. Ac-
cording to research, these factors are driven by the weakness of labour
legislation, the low power of collective bargaining and labour unions,
underdevelopment of active labour market programmes and ineffective
labour protection mechanisms. In addition, the financial system is not
benevolent to business due to high risks (Novitskaya & Brewster, 2016).

The political institution can be characterized as restrictive and, at
the same time, under regulated (Puffer & McCarthy, 2007). The state
tries to directly or indirectly control huge corporations, while small
businesses struggle to survive due to corruption and unfavourable
conditions (Gurkov & Saidov, 2017; Gurkov & Zelenova, 2008). Unlike
economic and social institutions, this did not change much during more
than two decades of a post-socialist era.

All in all, we can see that institutional factors in Russia significantly
change through time, and a company, which enters the Russian market
now, faces a different country to one that entered at the end of the
twentieth century. Thus, it is interesting to study how the time of entry
to Russia, which reflects the institutional environment, is connected
with HRM strategy, leading to the second research question:

RQ2. What is the relationship between year of company's entry to the
Russian market and the strategy for HR practices' transfer?

4.3. Headquarters–subsidiary relationship in Russia

There is no unanimous consent about any pattern to the head-
quarters–subsidiary relationship of MNCs in Russia. Some authors state
that due to cultural and institutional distance MNCs tend to largely
adapt their behaviour and do not follow well-established patterns
(Bjorkman et al., 2007; Domsch & Lidokhover, 2007), others prove that
slight adaptation is more efficient (Gurkov, Morgunov, & Saidov, 2017).
Headquarters–subsidiary relationship factors could affect this beha-
viour (Parry et al., 2008), however, these relationships are highly
company-specific, which makes generalization for a certain country
irrelevant. Thus, it makes sense to research the connection between
them, using formal (establishment mode) and informal (knowledge
flows) relationship factors, which constitutes the third research ques-
tion:

RQ3. Does the strategy for HR practices' transfer vary for companies
with a different nature of relationship between the headquarters and
Russian subsidiary?

5. Methodology

5.1. Sample

The study focuses on strategies for transferring HRM practices im-
plemented by MNCs to regulate the relationship with their subsidiaries
in Russia. To reach a wider range of organizations and, at the same
time, to ensure an adequate response rate, we used the databases of the

corporate partners of the Faculty of Economics at Moscow State
University and the Graduate School of Management at Saint Petersburg
State University. In total, both databases included 113 MNC distinct
representatives that operate in the Russian market. The respondents
were contacted by their corporate addresses with e-mails that explained
the goal of this research and contained a direct link to the online
questionnaire. Results presented in this article are based on the fully
completed questionnaires received from HR directors, HR managers
and CEOs of 21 Russian subsidiaries of foreign MNCs, which implies
that the response rate was equal to 18.6%. All the respondents obtained
a university degree, most of them (around 86%) have a Specialist in
Economics diploma. 76.2% of companies represent trade organizations
and firms providing financial services. But as industrial and other
companies are also presented in the empirical part, we decided not to
focus on analysis of any particular industry.

5.2. Questionnaire design and measurement

This research was conducted as a part of the project run by The
Central and Eastern European International Research Team (CEEIRT).
CEEIRT is composed of academics that represent universities located in
CEE. The project is aimed at studying the transition of HRM practices in
the CEE region and examines the role that MNCs play in this process; it
is longitudinal and is constantly updated. This particular paper presents
part of the results gained during the last iteration of the project in
Russia in 2015.

Due to the explanatory nature of the study and peculiarities of the
relationship with the universities' corporate partners that became re-
search participants, we used a survey as our research strategy. To en-
sure that the questions were similarly interpreted by different re-
spondents (Robson, 2002), they were first tested with experts, which
helped to review both the structure of the survey and the formulation of
specific items. Since the questionnaire was originally designed in Eng-
lish and later translated into Russian, the Russian wordings were ad-
ditionally verified by professional translators. The questionnaire con-
sisted of nine major parts, results from six of which got included in this
paper. Most of the questions were multiple choice questions, though for
some of them we approached with a 5-point Likert scale or kept ques-
tions open. Through the questions were included in the first two parts,
we gained some descriptive information about respondents and the
companies they represented: i.e., personal data about the respondents
and core information about MNCs, including the role of their sub-
sidiaries in the value chain, the activity sector to which they belong,
etc. The third block of questions helped us to learn about national origin
of the parent company and location of the regional centre that later
allowed us to capture the cultural difference between headquarters and
subsidiary. Based on the assumption about the state of institutional
development in Russia varying significantly within different time per-
iods, we asked respondents about the year the Russian subsidiary was
established. Block five helped us to evaluate the relationship between
headquarters and subsidiary by asking about the form of subsidiary
establishment and by measuring the importance of different types of
knowledge flows within the researched organizations. Finally, for as-
sessing the strategy for transferring HRM practices, we explored the
type of interaction between HR departments of headquarters and sub-
sidiaries.

6. Results

6.1. Organizational details

Table 2 provides some characteristics of the companies that parti-
cipated in the survey.

Trade and financial services turned out to be the sectors in which
the vast majority of the participated subsidiaries operated. Fewer
companies represented industry and other sectors with 14.3 and 9.5%
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of the respondents correspondingly. Most of the subsidiaries undertook
sales and marketing functions in Russia; 38.1% of them ran their own
production; and only 14.3% of the respondents were responsible for
purchasing R&D. As it may be observed from the table, more than a half
of the participated firms were large companies with the number of
employees exceeding 250 people, while the rest of the sample belonged
to small or medium enterprises. Not surprisingly, the subsidiaries with
their own production were bigger in size than companies that were only
involved in other stages of the value chain.

6.2. Culture

As theory suggests that the national culture of the home country and
its closeness to the host country culture play a substantial role in the
process of transferring HRM practices, it was important to identify
where the headquarters of participated subsidiaries were located.
Table 3 contains the information about home countries and the man-
agerial cultures of MNCs that participated in the research.

In order to estimate the cultural closeness of these countries to
Russia, we compared them in regard to GLOBE cultural dimensions
both in terms of practices and values (Table 4).

To capture the overall cultural fit between parent countries of the
studied MNCs and Russia, we decided not to focus on each of the fea-
tured dimensions in particular but rather to follow an approach within
which culture is perceived as a combination of these dimensions. We
operationalized cultural closeness by calculating average differences in
the dimensions' evaluations of Russia and each of the MNC origin
countries. Thanks to that, we were able to obtain the big picture and use

this to draw some insight into the strategies for transferring HRM
practices. The results are presented in Fig. 1.

Thus, the countries were divided into four groups based on their
cultural similarity or difference with Russia in terms of currently in-
troduced practices and the values locals possess. Poland and Greece
were found to be very close to Russia from both perspectives and
formed group 1. German and Austrian organizations valued similar
things to Russian firms, though current practices there were quite dif-
ferent from Russian ones: these countries were referred to as group 2.
Group 3 included countries that turned out to be relatively far from
Russia in terms of current and desired culture: Japan, the UK and the
USA. Finally, France was the only country that constituted group 4 as it
had similar practices but varied in values. Even though formation of
these groups is an interesting topic for further discussion in itself, in
order to answer the first research question of this study we had to
understand whether there was any relationship between head-
quarters–subsidiary cultural fit and the strategy for transferring HRM
practices. In order to do that, we built a two-way relative frequency
table (Table 5).

According to the research data, countries whose values and prac-
tices were close to those in Russia (group 1) tended to use exporting
strategy. A closeness of cultures in both dimensions allowed for ex-
ploitation of all the advantages of export strategy, the first of which is
the effectiveness of transferred practices due to proximity of cultures
both in the current time period and in the long-term perspective. In
addition to this, exporting meant easy implementation, as copying of
practices and following a well-established pattern takes significantly
less effort than working out new practices, implementing and testing
them. Consequently, this ease resulted in lower costs and faster im-
plementation, which allowed for an efficiently performing HRM system
in the subsidiary in less time. Moreover, transferring practices without
significant changes facilitated interaction between the headquarters
and subsidiary, as they were both on the same page regarding HRM
practices and understood what their partner was dealing with.
However, subsequent to export strategy the over control of a subsidiary
was a potential trap, which could lead to frustration for the subsidiary's
management and a drop in performance. Moreover, thoughtless export
without taking into consideration difference in details might hinder
performance as well, as no cultures are completely the same, and a
minimal level of adaptation to local conditions is sometimes required.
Export also complicates the process of turning practices into values, as
the proximity of cultures and lack of change do not provide the ne-
cessary dynamics and impulse for development.

Groups 2 and 4 needed a more complicated approach to HRM
practices transfer, as their cultures were simultaneously similar and
different to Russian culture. Therefore, they preferred to use integration
strategy to address these differences. This increased costs for HRM
practices' transfer and the number of people involved in the re-
engineering of practices, but the final system of practices integrated
both the host and home countries' HRM, combining the best practices
from headquarters and local peculiarities, which increased local re-
sponsiveness and efficiency. Moreover, the countries of the second
group were in a beneficial position as their values were similar to
Russian ones. In addition, with the development of practices at head-
quarters towards values there could be no conflict with Russian sub-
sidiaries, as the desired development direction was congruous.
Regarding the fourth group, the situation was the opposite as current
practices needed little adjustment, but future conflicts became possible
due to differences in a desired state (Table 6).

The third group, which consists of countries furthest from Russia,
both in practices and values, preferred adaptation strategy as they not
only had different current practices but also a different desired future
state. Adaptation to local conditions mitigated the risks of transferring
practices, which could cause frustration and conflict, and ensured that
the HRM system fitted the local environment. However, this approach
bore several disadvantages. First of all, the adaptation process is the

Table 2
Characteristics of the companies that participated in the research.

% distribution

Main sector of the activity
Industry 14.3%
Trade 38.1%
Financial service 38.1%
Other 9.5%

Role of the company
Sales & marketing 76.2%
Production/operation 38.1%
Purchasing 14.3%
R&D 14.3%
Other 4.8%

Total number of employees
Below 250 42.9%
251–1000 4.8%
1001–2000 9.5%
2001–5000 19.0%
Over 5000 23.8%

Table 3
Origin and management culture of the parent company.

% distribution

Origin of the parent company
Germany 33.3%
Austria 9.5%
Poland 9.5%
France 9.5%
Greece 9.5%
Japan 4.8%
UK 14.3%
US 9.5%

Management culture of the parent company
German 42.9%
Southern Europe and Latin 19.0%
Anglo-Saxon 23.8%
Eastern Europe 9.5%
Asian 4.8%
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Table 4
Comparison of cultural dimensions of MNCs' home countries and Russia.

Country Performance
orientation

Assertiveness Future
orientation

Humane
orientation

Institutional
collectivism

In-group
collectivism

Gender
egalitarianism

Power
distance

Uncertainty
avoidance

Practices
Russia M M L M M H M H L
Germany M M M M M M M H H
Austria M M M M M M L M H
Poland M M M M M H M H M
France M M M M M M M H M
Greece M M M M M H M H M
Japan M M M M H M M H M
UK M M M M M M M H M
USA M M M M M M M M M

Values
Russia H L H H M H M L H
Germany H M H H M H M L M
Austria H L H H M H M L M
Poland H M H H M H M L M
France H M M H M H M L M
Greece H L H H H H M L H
Japan H H H H M H M L M
UK H M H H M H H L M
USA H M H H M H H L M

Note: H=high (scores 5–7), M=medium (scores 3–5); L= low (scores 1–3).

Fig. 1. Cultural difference of studied MNC home countries and Russia.

Table 5
Conditional relative frequency for rows: the relationship between cultural dis-
tance and HRM practices' transfer strategy.

Group Strategy

Export Integration Adaptation Total

Group 1 0.75 0.25 0 1
Group 2 0 1 0 1
Group 3 0 0.33 0.67 1
Group 4 0 1 0 1
Total 0.14 0.67 0.33 1

Table 6
Conditional relative frequency for rows: the relationship between HRM prac-
tices' transfer strategy and year of establishment of Russian subsidiary.

Year Strategy

Export Integration Adaptation Total

1990–1995 0.38 0.63 0 1
1996–2000 0 0.67 0.33 1
2001–2005 0 0.67 0.33 1
Total 0.14 0.67 0.19 1
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most costly one in terms of money and time. In addition to this, the
accumulated headquarters' experience is not utilized in a subsidiary,
which is especially adverse for companies whose competitive edge lies
in HRM. Communication between the headquarters and subsidiary
could also be hindered as they could “speak different languages” in
terms of HRM, leading to an inaccurate evaluation of subsidiary per-
formance and needs.

6.3. Institutions

As previously mentioned, taking into account the institutional
change in Russia triggered by perestroika, we assume that the moment
of entry may have a certain impact on the transfer process of HRM
practices to Russian subsidiaries. Bearing in mind the fact that the ap-
proach to HRM in Russia has drastically changed since the last century,
we consider an earlier entry to be an impeding factor for the transfer of
modern HRM practices as companies established in the 1990s might be
more path dependent. We find support for this assumption in some
researches on organizational change in post-socialist countries, e.g.
Puffer and McCarthy (1993) who argue that despite the changes in the
environment, companies were found to be more likely to stick to known
routines and reproduce old practices (Soulsby & Clark, 2007). It is in-
teresting that most of the surveyed MNCs had established their Russian
subsidiaries in the 1990s, when the legacy of socialist approaches to
HRM was particularly strong, which might create additional challenges
for their headquarters in the process of transferring HRM systems. In
order to recognize any patterns in choice of transfer strategy in con-
nection to the market entrance period, we again built a two-way re-
lative frequency table.

Again, some valuable insights might be gained from the sample
data. It is clear that integration strategy was the most popular option for
MNCs during all time periods, while frequency of its implementation
increased in the 2000s. This pattern may be explained by the institu-
tional differences between Russia and the majority of other countries,
especially in regard to compensation, labour protection and other areas
closely governed by local authorities. Under such conditions simple
copying of foreign practices becomes impossible or hard to implement.
However, there were some situations when full export of practices was
not only possible but preferable in the early 1990s: this was the case for
Greece and Poland from the study sample, and, presumably, for other
Eastern European countries affected by socialist influence as institu-
tions there were similarly developed and, consequently, practices were
already suitable for Russian realities. Over time the Russian labour code
and labour institution developed and became more similar to that of
developed countries, which facilitated transferring of headquarters'
practices.

Export and adaptation strategies are particularly interesting due to
their specificity. As we can see from the table, all of the companies that
exported HRM practices entered the Russian market in the period of
1990–1995 and were attributed to group 1 (close both in practices and
values) regarding proximity of culture. At that time, right after the
break-up of the Soviet Union, Russian HR practices were severely un-
derdeveloped and it was risky to make a subsidiary responsible for
them. In addition to this, tight control and coordination helped to mi-
tigate poor institutional conditions of that time. That is why culturally
close countries seized the opportunity, exported HRM practices and
succeeded. Over time the business and institutional environment in
Russia developed considerably and local management became more
reliable and effective, which resulted in a shift towards adaptation
strategy (Table 7).

6.4. Headquarters–subsidiary relationship

As we have discussed in the theoretical part, the power a parent
company has over its subsidiary plays a huge role in determining the
strategy that an MNC should follow for transferring HRM practices

abroad. Formal power can be determined, among other factors, by the
mode an MNC has chosen to enter the Russian market.

Despite theory suggesting that companies that acquired or merged
with already existing firms might face more pressure in their attempts
to export HRM systems compared to MNCs that used a greenfield in-
vestment mode, the results of our study did not support this in regard to
the Russian market. We found that export strategy was used by MNCs
that entered the Russian market both using acquisitions and estab-
lishing a new subsidiary from scratch. Regarding adaptation and in-
tegration strategies there are now prominent patterns as well, except for
some prevalence of integration for greenfield established subsidiaries.
Thus, we can conclude that the formal factor of headquarter–subsidiary
relationship – establishment mode – has a weak connection with HRM
practices' transfer decisions. It makes sense, because practices are em-
bedded deeper than formal processes, they lie in human relationships.
This fact creates a connection between HRM practices' transfer strate-
gies and knowledge flows, which reflect this relationship, which is
especially interesting for consideration.

As supposed earlier, in the case of knowledge flows their connection
with HRM practices' transfer strategies is significantly more prominent.
First of all, every company that exported practices had a strong top-
down knowledge flow from the headquarters to subsidiary, which in-
dicates a high level of headquarters' control. From the one perspective,
such an interaction mode is convenient for both parties as it explicitly
differentiates between headquarters' responsibilities and a subsidiary's
and provides control over a subsidiary's activity. From the other per-
spective it hampers experience exchange because headquarters might
miss important insights from the Russian market that can build up the
overall performance of an MNC. However, the majority of companies
with one-way knowledge flow chose integration strategy. In this case
apart from the aforementioned drawbacks the success of a subsidiary
could be undermined by the lack of cohesion between headquarters and
a subsidiary and by possible opportunistic behaviour of local managers,
which could be hard to detect because of a limited bottom-up knowl-
edge flow.

Companies for whom a bottom-up knowledge flow is particularly
important tended to choose adaptation strategy. It allowed rapidly
addressing local issues and enriching headquarters with the best prac-
tices from the Russian market, however, a subsidiary might lack the
important insights from headquarters, which could possibly enhance
local HRM practices (Table 8).

Table 7
Conditional relative frequency for rows: the relationship between establishment
mode of Russian subsidiary and HRM practices' transfer strategy.

Establishment Strategy mode

Export Integration Adaptation Total

Merger/acquisition 0.17 0.67 0.17 1
Greenfield investment 0.13 0.67 0.20 1
Total 0.14 0.67 0.19 1

Table 8
Conditional relative frequency for rows: the relationship between knowledge
flow direction priority and HRM practices' transfer strategy.

Knowledge Strategy flow direction

Export Integration Adaptation Total

From the parent company to the
subsidiary

0.25 0.75 0 1

From the subsidiary to the parent
company

0 0.4 0.6 1

Between subsidiaries 0 0.75 0.25 1
Total 0.14 0.67 0.19 1

M. Latukha, et al. Journal of Business Research 108 (2020) 476–486

483



The great importance of inter-subsidiaries' knowledge exchange
indicates a high level of subsidiaries' autonomy. In this research there
are several companies that claim to use predominantly this mode of
knowledge flow, and they mostly integrate or, to a lesser extent, adapt
HRM practices. It allows subsidiaries to share experience gained in local
markets, which is especially beneficial for those MNCs for which sub-
sidiaries lie at the end of a value chain, providing the best fit between
business goals and processes. However, similarly to the case of pre-
dominant bottom-up knowledge flow, the connection between head-
quarters and a subsidiary can be lost.

7. Conclusion

The research considered various factors that might be related to
choice of strategy for transferring HRM practices from headquarters to
subsidiaries in MNCs. More specifically, we looked more closely at
cultural distance between country of origin and destination country,
development of institutions in a country where a subsidiary was es-
tablished and peculiarities of the relationship between headquarters
and a specific subsidiary. We determined factors influencing HRM
practices' transfer based on the data of 21 Russian subsidiaries of for-
eign MNCs mostly representing trade and financial firms. Based on this
we claim that our results can be of particular interest for companies
from these sectors.

To study the cultural aspect we used the GLOBE framework, which
appeared to be more relevant in our case than Hofstede's. We under-
stood that both dimensions of the framework – values and practices –
matter as well as the difference between them. The relationships of
these two aspects with HRM practices' transfer strategies were analysed
using cross tabulation, which provided several important insights.
Countries close to Russia both in values and in practices mainly export
practices, which allow cutting costs and rapidly establishing an efficient
HRM system. The most culturally distant countries tend to adapt
practices in order to avoid an incompatibility risk. Other countries mix
the two approaches and choose different degrees of integration of home
best practices and local features. The managerial implication of this
finding lies in providing guidance to MNCs in strategy choices when
entering foreign markets of different cultural distance. This is supported
by the fact that the GLOBE framework is open for everyone, which
facilitates the usage of this finding by managers and enhances the de-
cision-making process.

As we can see from both theoretical and empirical analysis, the
institutional environment of Russia is likely to negatively affect the
quality of local human resources, which MNCs have to take into con-
sideration when making decisions on a strategy for both transferring
HRM practices to local subsidiaries and stimulating this transferring.
Despite our research being based on time-distant entries in the Russian
market, it is possible to see the value of the findings. As the Russian
economy is nowadays involved in considerable economic transforma-
tion and still hasn't overcome significant problems related to institu-
tional and business environments, social inequality and economic in-
stability (economic sanctions and reciprocal countersanctions, decrease
in world oil and energy prices, etc.) (Gurkov & Saidov, 2017; Smirnov &
Cheberko, 2018), we claim that our results are still valuable, and in
some aspect are similar to our research period. Hence, we claim that
entering a country with poor institutional conditions and under-
developed business and HRM, MNCs should first consider exportation
and integration strategies depending on how distant the host country's
culture is. Adaptation strategy is beneficial in a market with well-es-
tablished HRM, business and institutions to avoid implementation of
inefficient practices.

Regarding the headquarters–subsidiary relationship we oper-
ationalize it in a formal (establishment mode) and informal (direction
and importance of knowledge flows) ways. Although we supposed that
during mergers and acquisitions processes MNCs' headquarters might
have more obstacles in their HRM transferring systems compared to

MNCs with a greenfield investment mode (whereas the latter does not
already have developed HRM practices) it appeared that no prominent
pattern was found in the relationship between establishment mode and
HRM practices' transfer strategies. However, further research is needed
to be certain of the lack of connection.

Informal factors revealed a much more prominent connection. Top-
down flows are typical for companies that exported or integrated
practices, bottom-up flows – for those who adapted or integrated them.
That is explained by the level of control needed by the headquarters.
Inter-subsidiary flow is adopted by companies, which chose adaptation
or integration, as this type of flow is very beneficial for subsidiaries
with high autonomy. Thus, we argue that with choice of transfer
strategy knowledge flows can be managed, however, regarding
knowledge flows balance is important, which is best achieved by in-
tegration strategy.

The study contributes to Farndale and Paauwe (2007) and Pudelko
and Harzing (2007) who claim that adoption of HRM practices may
lead to conflicts due to a possible gap between home and host country
cultures, institutions and business systems. We also consider our re-
search in line with the notion that as MNCs' headquarters and foreign
subsidiaries face different institutional contexts, and hence different
pressures, foreign firms need to adapt their HRM practices; ad-
ditionally, their transferring depends on the cultural and institutional
environment (Oppong, 2017b; Yahiaoui, 2015). Moreover, we see that
the research continues a discussion about exploration of HRM practices'
transferring mechanisms (Ahlvik & Björkman, 2015; Mellahi et al.,
2016; Pudelko & Harzing, 2007) and suggests their applicability in a
particular context such as Russia. Finally, it provides an additional
angle to studies about the influence of cultural context of the inter-
nationalization of companies, which is especially significant given the
lack of consistency in extant researches and overly broad results
(Beugelsdijk et al., 2018).

The results are applicable not only to Russia, but to CEE countries as
well, serving as guidance for MNCs during market entrance decisions,
especially for trade and financial companies. Moreover, findings are
able to fill the extant gaps in academic literature and become the basis
of future, more specific researches covering other industries in more
detail. Our research is especially interesting given the CEE context as
we believe that results are applicable to CEE countries, their being close
to Russia culturally and institutionally.

Despite our findings already raising some important conclusions,
there are several limitations. First of all, we believe that a bigger sample
can provide additional exploratory insights into HRM practices trans-
ferring from foreign firms to Russia. Specifically we see that interesting
findings can be revealed for companies with different industrial back-
grounds, which also requires more comparative data. It is also im-
portant to create a pool of comparative studies of other CEE economies
with comparison to Russia to be able to generalize on HRM transferring
trends and perspectives.
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