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Personnel management development issues
in multinational corporations of the world economy

Abstract

Today the modern world is on the verge of a redistribution of transnational corporations,
which compete with each other for new spheres of influence, markets of production and
outlet, technology and maximum possible profits. Globalization and internationalization
of production and capital, privatization, the creation of world political and economic
associations, and the liberalization of trade have placed them at the center of modern
economic development. The article reveals the issues of personnel management development
in transnational corporations of the world economy. On the basis of the research theoretically
and practically grounded theoretical and methodological approach to the organization
of activities of transnational corporations in the globalization processes of the economy.
The practical significance of ways and forms of organization of activities of transnational
corporations in ensuring the development of international production, sales, trade and
financial complex with a single decision-making center in the host country with its branches,
representative offices and subsidiaries is analyzed. Research shows that transnational
corporations have an important function in the development of the modern world economy.
They directly affect the economies of recipient countries, accelerate the internationalization
of economic life, as well as the scientific and technological process. Attracting foreign direct
investment gives a country access to the financial resources of TNCs, as well as facilitates
its integration into global economic processes and access to foreign markets. Transnational
capital has created a new system of international relations, which has led to the formation
of supranational institutions of governance. In addition, TNCs are actively influencing the
processes of globalization. This article discusses the risks associated with the personnel of
TNCs and the ways of economic and social protection of employees. In recent years, the
international labour market has used the social package as a form of remuneration for work,
which should be broadly understood as the employer's provision of material benefits in the
form of fringe benefits, compensation, privileges and social guarantees. The social package
can be implemented with the help of existing legislative mechanisms, such as contractual
regulation of collective labour relations, normative regulation of labour in local legal acts of
business entities, the written form of the employment contract.
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1 Introduction

Transnational corporations have an important
function in today's global economic space, as they
determine the direction of the world economy.
The leading positions of the developed countries
of the world are based primarily on the enormous
influence of their transnational companies on the
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economies of other countries. Under the influence of
globalization and integration into the world
economy, transnational corporations are conquering
new markets and seeking to further expand
their economic power. The main components of
transnational corporations are the financial, technical,
and scientific base, but the most important part
of a TNC is the workforce.
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The aim of the paper is to study the issues
of TNC human resources management and analyze
the role of TNCs in the global economy.

The issues of financial role of transnational
corporations (TNCs) in the world economy were
studied by many scientists including A. Jalilov,
M. Luchko, J. Ponciano, G. Alishov, A. Sardaryan,
E. Vynokurova, E. Horokhova, S. Gomez, and
S. di Truman conducted research concerning
human resource management problems.

Today the issue of attracting and retaining
highly qualified specialists is becoming important
for corporations in all areas of activity. After all,
people and their focus on the success of the
company are the main asset that determines the
effectiveness of the company. Therefore, the key
tasks of management services employees in the
near future remain the recruitment of productive
applicants and the retention of effective workers
already employed.

A multinational company can face many risks
and problems within its system. If the problem is
not solved in a timely manner and the situation is
insufficiently managed, the corporation may reduce
the quality of its products, conduct an illiterate trade
policy and, as a consequence, lose its position in the
market.

The basic social package should be distinguished
from the motivational social package. The social
package for the company can be established by
various agreement options (collective bargaining
agreement, employment contract, a separate Regu-
lation within the corporation).

2 Theoretical foundations
of transnational corporations

The modern stage of world development is
characterized by a dynamic growth of processes of
integration of political, economic and cultural life
in the world. There is a mutual rapprochement of
different countries and peoples, the spread of
information technology, political transformation

TABLE 1 Definition of "transnational corporation”
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and integration at the regional and global levels.
The term "globalization" has come into widespread
use as a characteristic of the formation of a single
planetary society. Technological advances and
significant advances in international cooperation
have made the elements of the world economy
more interconnected than ever before.

Globalization is the term used to describe
the growing interdependence of the world's
economies, cultures, and populations caused by
cross-border trade in goods and services, the
technical support of production and innovation
introduced by global companies, and the exchange
of information and workforce. All countries over
the centuries have built their economic relations
in order to facilitate this exchange. Thus, the
concept of ‘globalization" was invented (Melina
Kolb).

The activities of international companies extend
to virtually every country in the world and to a
variety of economic activities. As a result, the
expansion of international companies, the increasing
complexity of economic relations, changes in the
structure, priorities and quality of consumer needs
significantly affect the development of the global
market.

The main types of international companies are as
follows:

- transnational corporations (TNCs), i.e., national
monopolies with assets located in other
countries, their production and trading
activities are carried out outside one
country; in accordance with the statutory
documents, the business activities of such
companies are carried out through a network of

branches or subsidiaries. The definition of
"Transnational =~ Corporation" is given in
Table 1;

- multinational  corporations (MNCs) are

international corporations that unite national
companies of several countries on a production
and scientific and technical basis (Alishov
Gamid Nadir-ogly, 2016).

Author Definition

: A transnational corporation is a company that is controlled from its own country but has large enterprises in

: Transnational corporations are businesses that operate across international borders, although most are

: multinational corporation. A transnational, or multinational, corporation is headquartered in one country

Chris Park : . . L .
. many countries. It is opposed to a multinational corporation.
Karl Thompson . .
P . headquartered in the United States, Europe, and Japan.
: © Any corporation registered and operating simultaneously in more than one country, also called a
: West's Encyclopedia

of American Law
: the head office.

 ATNC is a form of international pooling of capital in which the parent company has branches in many
i countries, coordinating and integrating their activities.

© A transnational corporation is a complex that includes production, trade and financial components, with a
. single decision-making center in the home country and branches in other countries.

O. V. Chernova,
O. V. Pazinych

: and operates wholly or partially owned subsidiaries in one or more other countries. The subsidiaries report to
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Based on the above, the author has developed
own definition of the concept of "transnational
corporation”. Namely, it is a large network of
branches concentrated in many countries and
managed from the head office, which is located
in the home country. Thus, the scale of foreign
operations in all areas of these companies defines
the international aspect of TNCs.

Transnational corporations are the most effective
form of international business organization for
several reasons:

- first, they are competitive both internationally

and in individual country markets;

- second, this form of business organization allows

to make a profit, as well as to maneuver
capacity utilization (Jalilov, 2015) and respond
quickly to changes in market conditions,
taking into account the culture, traditions and
religion of the country where the activities are
carried out to better expand its market;

— third, MNCs do not operate with the concept of
national or regional borders: relationships of
specialization and cooperation are established
and developed between enterprises that are
located in different countries but belong to the
same corporation (Luchko, 2015).

3 The importance of TNCs in the global economy

According to UN experts, there are about
85,000 TNCs in the world (there were 30 in 1939),
which control more than 2 million foreign affiliates,
accounting for 9% of world GDP and a third of world
exports. At the same time more than 80% of parent
companies and about 1/3 of affiliated companies
were located on the territory of industrialized
countries in developing countries. TNCs carry out
80% of high-tech trade, control 90% of direct
investment abroad (L. V. Rudenko-Sudareva).
The 2,000 companies ranked annually by the Global
2000 as the world's largest public companies have
annual revenues of more than $40 trillion, their
global assets total more than $186 trillion, and they
employ about 800,000 people (Ponciano, Hansen,
2019).

The largest modern TNCs (General Motors, Ford,
Amazon, Apple, Walmart) have financial resources
that exceed the national income of many countries.
The sales volume of TNCs' foreign subsidiaries is
much higher than that of "free" international trade.
At present in industrialized countries, on average,
half of the products are produced by foreign branches
and subsidiaries of transnational corporations.
Approximately the same share of raw materials is
imported or produced by foreign units.

The world's 500 most powerful TNCs sell 80%
of all electronics and chemical products, 95% of
pharmaceuticals, 76% of engineering products.
Currently TNCs are distributed by area of activity
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as follows: sector of industry (60%), services (37%),
basic industries (3%) (Ponciano, Hansen, 2019)
(Table 2).

Construction companies such as China State
Construction Engineering Corp. make up the most
quantitative category in the industry. 35% of the
123 companies in this category are from China,
which has experienced a significant infrastructure
boom over the past decade. Oil and gas companies,
followed by insurance and materials companies,
such as U.S. aluminum producer Alcoa. Insurance
companies  ($20,293.9  billion) and finance
companies ($1,864.9 billion) also own large assets.

TABLE 2 Rating of industries TNCs work in

Total Total
assets, profit,
USD billion USD billion

89201.1

Number of

companies

Banking

Oil and gas operations

- Insurance 102 20293.9 2421.9

Matenalsloz ............. 2 3822 ............ 1 4282 ......
Durables ................................ 9 046995 ............ 1 9584 ......
Busmesssemcesgo510 ............ 2 2009 ......
Utlhtles 41571 ............ 1 5761 ......
FOOd 21749 ............ 2 8420 ......

An analysis of geographic structure through
zoning the global economy, according to Forbes,
reveals the dominance of companies from the United
States, China, Japan, Great Britain, France and
Germany among TNCs in 2019 in many respects
(Figure 1).

4 Defining the components
of the social package concept

Workforce, that is, personnel involved in
the performance of a particular activity, is an
important resource of a business organization
with the ultimate goal of maximizing profits. In
an innovative economy the role of personnel in
achieving this goal increases. The competition
of large companies aimed at attracting and
retaining qualified personnel is observed in any
field of activity, which inevitably affects the risk
management of personnel in the context of both
their social protection and an additional incentive
mechanism to increase their productivity and
motivation.

According to practice, there are two ways to
achieve social protection of citizens in business
organizations:
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FIGURE 1 Geographical distribution of TNCs in 2020

- redistribution of national wealth through the
financing of state social programs;

- development of an institutional framework for
the prospect of self-sufficiency of citizens in the
event of social risk. This means the probability
of worsening their health, the probability of
losing their ability to work, safety, income,
socio-economic status, etc., in everyday life or as a
result of natural or man-made accidents or
disasters, which may result in a temporary or
permanent loss of livelihood (Shevchenko,
Hrytsenko, Kaminska, 2010).

The system of personnel risk management in
commercial organizations should make maximum
use of available methods, which is currently
embodied in the concept of "social package",
which contains certain types of both social and
commercial insurance (Nechyporuk, 2019).

Multinational companies usually have employees
from three types of countries:

1) from the country where the headquarters is
located;

2) from the host countries (the countries where the
branches or subsidiaries are located);

3) from labour or financial supply countries

(Shyamal Gomes).
The presence of employees from different
countries  poses additional challenges and

responsibilities for the company:

— interaction with customs services and embassies,
as well as issuance of income certificates for
employees crossing the border;

— the study of foreign culture and laws;

- organizing the education of children of foreign
workers;

- providing housing for foreign workers and their
families;

- collecting information on living standards and
exchange rates in countries from or to which
employees come or go;

- adapting management to the peculiarities of
different cultures;

- organizing business trips for executives to test the
effectiveness of expatriate employees and solve
their problems abroad;

- readiness for extra-legal political risks associated
with expatriation (terrorism, kidnapping).

The presence of personnel from different
countries can lead to three specific types of personnel
risks.

Expatriation risk is the risk associated with
employees crossing borders in the course of a
company's international activities or with foreign
employees hired by the company crossing borders
(Derid, Harmash,). Managers of a company that
employs expatriates must understand the risks
expatriates face, help avoid those risks, and
minimize the possibility that they will be harmed
in a foreign country. For example, Singapore, thanks
to its special preferential tax regime, is extremely
attractive for the location of foreign companies,
the headquarters of TNCs and other international
businesses (Sean D. Truman).

The risk of misuse of foreign workers can take three
forms:

- first, the exploitation of illegal foreign workers;

- second, the use of the labour of legal foreign
workers, who find themselves in bad conditions
due to the abuse of unscrupulous recruitment
agencies;

— third, violence, harassment, inadequate working
conditions, and child labour in companies that
make up the supply chains of multinational
corporations.
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In particular, Nestle has been repeatedly written
about in the newspapers, accusing it of oppression
and slave labor conditions of workers employed
in seafood supply chains from Thailand, in the
production of animal feed, in the use of child labor in
cocoa bean supply chains from Céte d'Ivoire. Mobile
communication, namely the creation of anonymous
communication channels between the company
and the employees, was a step to overcome this
situation. Mobile communication allows TNCs to
receive anonymous information from workers about
working conditions (an anonymous communication
channel operates 24/7, so workers can call from
home or from other places because of the ban on
using the phone during the work day) (Leveraging
mobile technology for worker voice and real-time
data).

TNCs can be exposed to risks because of their
multinational nature (Figure 2).

Consider the risk of managing a multinational
team. When establishing a branch or subsidiary
abroad, the parent company faces the problem
of deciding which country's representatives will
make up the management staff. Experts note
that a situation where local specialists are managed
by foreign managers is very risky. The reason for
the risk is the ignorance of foreign managers of the
local situation. At present, multinational companies,
on the contrary, try not to transfer the values of
the head office to the foreign divisions. In this case,
the management staff is equally represented by
specialists from the host country and local managers
(Horokhova, 2010).

The biggest risk for a company with a multinational
staff is discrimination in the workplace based
on nationality, race or religion. Harassment and
psychological terror in the workplace can be called
mobbing. Mobbing is evidence of an inefficient
personnel management system, an unhealthy
atmosphere in the team, and the inefficiency of the
company. It can lead to lawsuits from disgruntled
employees, employee turnover and deterioration of
the organization's image (Sardaryan, Chernova, 2008).

In order to prevent risks associated with feelings
of vulnerability and insecurity of the employee, the
concept of "social package" was developed. It contains
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a set of social payments, benefits, incentives,
guarantees and services provided by the employer
(Tsymbalyuk, 2011). According to E. Vynokurova,
the social package is a system of benefits and
compensations of material and non-material nature,
which the company provides to the employees as
one of the components of the salary or additional
payments (Vynokurova) (Figure 3).

As a rule, the social package includes three
components, namely:

— the compulsory social package includes payments
stipulated by labor legislation, i.e., compulsory
state social insurance, decent wages, paid
annual leave, sick leave payment, contributions
to social funds, compulsory health insurance, etc.;

- a competitive social package may be added to an
employee's salary at will, which includes
preferential or free meals, voluntary health
insurance, payment for sporting events, company
cars, and discounted travel;

- the compensation package includes reimbur-
sement for personal expenses that the employee
spends in the course of his or her duties. This
includes payment for cell phone services,
reimbursement for gasoline and depreciation
when using a personal car, and partial or full
reimbursement for training expenses.

The development and implementation of a social
package as a component of social protection for
employees contributes:

- to an increase in the level of productivity and

quality of work of employees;

—to the establishment of strong relationships
between the company and its employees;

- to the development of a generation of dedicated
and loyal employees;

- to better meeting the economic, physiological
and spiritual needs of workers (Tkachenko, 2011).

5 Conclusions

Transnational corporations are important at the
present stage of development of the world economy.
They directly influence the economies of recipient
countries, accelerate the internationalization of
economic life and the scientific and technological

Multinational risks

of transnational
corporations
The risk of managing The risk of mobbing
a multinational team
Risk
of miscommunication

and conflict

FIGURE 2 Multinational risks of transnational corporations
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Salary Other financial benefits
e ~ \ Other compensation
Basic salary Additional salary payments
v v v
Salaries Surcharges and Rewards and Stock
Tariff rates allowances incentives that procee.:ds and
Wages are provided other income
Fees Bonuses and rewards once a year or from
v that are systematic in are one-time employe.e
nature ownership
Interest or . Promotions
commission Guarantee and compensation payments (payments .
payments, if related to indexation of wages, compensation for provided to
they are a basic loss of wages in case of violation of terms of its employees free
salary payment, vacation payments, payment for idle time of charge
not attributable to the employee, etc.)
- v

Financial assistance
Social payments in cash and in kind
(payment or subsidies for food, travel
tickets, subscriptions to health
groups, treatment and recreation

Medical and pension insurance
Payment for health resort treatment
and rehabilitation vouchers
Tuition fees
Loans for improvement of living
conditions

vouchers, etc.)

Severance pay in case of termination
of employment contract, etc.

Social package

FIGURE 3 Comparison of the content of wages and benefits package

process. The attraction of foreign direct investment
gives a country access to the financial resources of
TNCs, as well as facilitates its integration into global
economic processes and access to foreign markets.
Transnational capital created a new system of
international relations, which led to the formation of
supranational governance institutions. In addition,
TNCs actively influence the processes of globalization.

A great deal of attention in international
corporations is paid to the process of hiring new
employees and their adaptation, since it is at this
stage that human resources are formed. Adaptation
of personnel implies the adjustment of newly
hired employees to the traditions and norms of the
company, as well as a set of measures aimed at
eliminating conflicts and reducing the time of this
process. To build a positive employer brand and
attract and retain competent employees in the
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