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Abstract and Keywords

In this chapter, the authors landscape key aspects of the historical and contemporary na-
ture of human resource management in the postsocialist region of central and eastern Eu-
rope. The chapter commences with a background discussion of the evolution of human re-
source management in the region under three key periods, namely, the socialist period,
the transition period, and the contemporary period. The chapter then turns to providing
an account of a selected number of particular historical and contextual factors that ac-
count for some of the commonalities and differences exhibited in contemporary human
resource management in the region. Chief among the factors identified are cultural deter-
minants, variations in the control provisions that operated under socialism, the path to
gradual Europeanization, the ownership structure in the economy, the shifting fortunes of
trade unions, and the levels of managerial competence. Finally, drawing on three waves
of Cranet data gathered between 2004/5 and 2014/15, the authors provide a summative
account of selected aspects of organizational-level human resource management policy
and practice in the region.
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THE countries of central and eastern Europe (CEE) have a range of endowments (Berend,
1996) and show significant variations in their preferred approaches to human resource
management (HRM). Such variations arise for an assortment of reasons, including their
distinct political, cultural, institutional, and developmental trajectories (Brewster & Ben-
nett, 2010; Kohont & Brewster, 2014; Kohont, Svetlik, & Bogicevic Milikic, 2015). While
the socialist system under which these countries operated until the 1990s stretches back
to 1917 in the case of Russia, the other countries of the CEE region fell under this gover-
nance arrangement after the Second World War and remained within it until after the col-
lapse of communism, the fall of the Berlin Wall, and the opening up of the region in 1989.
The transition process toward democracy and free market principles that has been taking
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place since has been characterized as one of the most significant economic and social
processes of recent times (McCann & Schwartz, 2006). As has become apparent through
the successive waves of reforms that have taken place, many of the CEE countries have
demonstrated a robustness and capacity for change in the face of these difficult reforms.
Our interest in this chapter, HRM, has, since the inception of the transition process
across the region, had to reinvent itself and, in the process, become redefined according
to capitalist principles. Where it has taken hold, the emergence of the modern conception
of HRM in CEE can . 240) be traced to the broader development of the sustainable, com-
petitive market economy and the desire to achieve a closer alignment between strategy
and HRM (Morley, Minbaeva, & Michailova, 2018).

Despite their common socialist legacy, each of these countries exhibits unique character-
istics. Their distinctiveness is especially reflected in the divergence and heterogeneity
that characterizes their current approaches to HRM (Sahadev & Demirbag, 2011). Lane
(2007) has suggested that, for classification and analytical purposes, the economies in the
CEE region can usefully be divided into three categories, namely, middle, low, and very
low income. The first (including, for example, Slovenia and the Czech Republic) are clos-
est to continental European capitalism, reflecting the fundamental requirements associat-
ed with joining the European Union (EU) and the need to establish institutional arrange-
ments that complement those of their closest developed trading partners. Others, such as
Bulgaria and Romania, are less developed and have moved closer to liberal market-type
arrangements. In the case of the low-income group, their economic status makes the
processes of attracting investment and equipping people with the right mix of knowledge
and skill increasingly challenging, with the result that the securing and sustaining of a
developmental trajectory remains problematic for them (Reymen et al., 2015). The very
low-income category includes countries such as Belarus and Ukraine.

In this chapter, we explore several key features relating to the development of HRM in
the CEE region and we contextually situate and landscape core aspects of contemporary
practice. We commence with a background discussion of the evolution of HRM in the re-
gion. In this effort, we identify and describe three distinct sequential phases (Szelenyi &
Wilk, 2010; Szirmai, 2015) under which the development of HRM in the region can be sit-
uated and understood: the socialist period, the transition period, and the contemporary
period. Having set out the contours of these phases of the development of HRM in CEE,
we then turn to providing an account of a select number of particular historical and con-
textual factors frequently referred to by scholars to account for some of the commonali-
ties and differences exhibited in contemporary HRM in the region. Chief among these fac-
tors are cultural determinants, variations in the control provisions that operated under
socialism, the path to gradual Europeanization, the ownership structure in the economy,
along with the shifting fortunes of trade unions in CEE, and noteworthy variations in the
levels of managerial competence. Finally, drawing on three waves of the Cranet data
gathered between 2004/5 and 2014/15, we provide an evidence-based account of selected
aspects of organizational-level HRM policy and practice in the region. Our analysis pro-
ceeds on a comparative basis whereby we set down the key results for the CEE cluster of
countries represented in the Cranet survey in comparison with the results for all partici-
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pating countries across the globe. Our intention is to provide a succinct overview of cer-
tain developments in CEE, allowing the reader to situate and appreciate the commonali-
ties and differences that represent postsocialist countries and to understand the extent to
which HRM policy and practice developments in these countries are characterized by
unique postsocialist recipes, relative to their counterparts elsewhere.

»20 The Evolution of Human Resource Manage-
ment in the Central and Eastern Europe Region

In tracing the evolution of HRM in the CEE region, we focus on three key phases. Firstly,
we treat the socialist period which was characterized by the close control of the HR func-
tion and its activities by the communist party. We then move to the transition period
marked by the collapse of communism and eventual waves of reform and privatization. Fi-
nally, we turn to the contemporary period where, in particular, we call attention to the
emergence and influence of foreign direct investment on the evolving HR landscape in
CEE and the increasing number of skill shortages in certain sectors throughout the re-
gion.

The Socialist Period

Under socialism, people management in the CEE region has been characterized as being
underdeveloped, politicized, and distorted by ideology (Fey, Engstrom, & Bjorkman,
1999). Branded as a “politically oriented decision-making system” (Garavan, Morley, Her-
aty, Lucewicz, & Suchodolski, 1998, p. 210), the personnel function and all its associated
activities were closely supervised by both the Communist Party and local government offi-
cials. The consequence was that the system and the architecture governing it were not fa-
vorable to the growth of “more sophisticated value-adding activities, with the result that
there was always going to be significant ground to be made up if the transition economies
of CEE were going to be able to support, sustain and expand a developmental trajectory
based on free market principles” ( Morley, Poor, Heraty, Alas, & Pocztowski, 2016, p. 74).

In the early years of postwar socialism, personnel policy was largely formulated at the
state level and was enforced by legislation. In this, the central task of the personnel func-
tion was to ensure employment and social standards of workers, to collect and store per-
sonal data, and to calculate wages (Letiche, 1998; Zupan & Kase, 2005). Because person-
nel issues were under the close control of the Communist Party and the heads of state,
personnel functions were routinely staffed by political appointees deemed suitable by
state authorities for the key personnel positions available (Koubek & Brewster, 1995). The
local Communist Party committee typically had the final say in sanctioning appointments
and, indeed, in organizational promotions more broadly. It was considered crucial that the
director of the personnel function was a reliable political ally, even if, as was typically the
case, they lacked the relevant formal education or personnel-related experience that
might make them more effective. Adam (1995, p. 67) highlights that in the early years,
top managers were selected almost solely on the basis (.242) of political criteria, with
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professional competence and likely ability to perform the role only coming to the fore as
an important selection criterion at a later juncture. More broadly, access to education, es-
pecially at the university level, and appointment to positions that were considered poten-
tially influential, most notably those involving working with people such as teachers, fore-
men, and directors, were filled by those who were viewed as being politically reliable. The
selection of specialists and many personnel-related decisions, even relatively routine and
mundane ones, were influenced by the Communist Party and by government politics and
objectives (Pundziene & Buciuniené, 2009). Management was not considered a profes-
sion, and decisions regarding promotion were not based on performance assessment
(Pearce, 1991). Indeed, the absence of any formal performance appraisal system was a
characteristic feature. Koubek (2009) postulates four particular reasons for this, namely,
the principle of social egalitarianism, which resulted in wage and salary leveling; the full
employment policy with the consequence that few were afraid of any negative appraisal
because there was little danger of becoming unemployed; the scarcity of labor in poorly
planned and managed economies in the region; and the centralized system of compensa-
tion, which meant that superior or inferior performance was not taken into account. As in
other contexts, in CEE the role of the personnel function in organizations was plagued by
debates as to its ambiguity and lack of demonstrable contribution to the bottom line.
Pocztowski (2011, p. 14) describes personnel management under communism in Poland
as having several characteristics that made it reactive, disorganized, and ineffective. He
notes that the personnel function lacked a comprehensive systematic perspective and was
characterized by the following features: the haphazard and temporary nature of actions
undertaken, politicization and the impact of third parties on personnel-related decisions,
a high level of centralization within organizations, the low competence of the people tak-
ing care of HRM issues, insufficient tools used to solve personnel-related problems, and
finally insufficient institutionalization or even its complete absence. The result was a low-
ranking function, characterized by overstaffing, high fluctuation, and limited effective-
ness.

The socialist period did see relatively rapid industrialization in several countries. Many
nations in the Soviet bloc drafted a Petletka, which was essentially a five-year plan of eco-
nomic development (Turner & Collis, 1977). These plans led to the creation of new orga-
nizations in different locations and resulted in an influx of rural workers into bigger ur-
ban centers. National cyclical five-year plans also led to the creation and bolstering of
public services in the fields of education, health, child care, and other sectors. Under
these state-led initiatives, the main task of personnel functions was to ensure the new in-
dustrial centers that were springing up had a sufficient labor supply, typically secured
through encouraging and facilitating migration from rural areas into zones designated for
industrial and urban expansion. The principle of collective distribution of gains from
these enterprises, coupled with the principle of equal access to services and support, did
result in the satisfaction of basic needs for families, including the provision of basic hous-
ing and access to healthcare and primary education, all of which were provided by the
state.
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(- 243) Among ex-Yugoslavian countries (e.g., Slovenia, Serbia, and Croatia), the develop-
ment of the personnel function under socialism was also significantly influenced by the
shaping influence of the “self-management system,” which was initiated in 1950 after a
dispute between Tito and Stalin resulted in Yugoslavia steering a different course to other
countries within the Soviet bloc. By introducing self-management and social ownership,
the governance of organizations was divided between the state and representatives of
management and workers’ collectives through a series of joint works councils (Poloski
Voki¢, Kohont, & Slavi¢, 2017). Here, some of the most important personnel decisions
were made by these works councils. Gradually, various practices in the areas of work de-
sign, workload assessment, planning and recruitment, training, health and safety, and em-
ployee assistance schemes all began to take hold and occupy much of the time of those
working in the personnel function. Nevertheless, despite this newfound expansionary
role, even in Yugoslavia the function remained relatively underdeveloped. Once again, a
lack of adequate professional education among those leading the function and ongoing
close monitoring by the Communist Party served as constraints on development.

Throughout the 1960s, rapid industrialization continued in different parts of CEE, al-
though some economies in the region, among them the then Yugoslavia, faced a crisis and
sought to engage in economic reforms aimed at introducing more market principles and
increasing the autonomy of company directors in charting a more autonomous path for
their enterprise. These developments began to signal the emergence of what became
known as market socialism in some countries. Of note, some, including Hungary, Poland,
and what is now the Czech Republic, were able to retain elements of private enterprise
and aspects of entrepreneurial activity during Soviet occupation, a feature that aided the
overall industrialization effort in those countries and one that was to prove important in
their overall transition after the fall of the Berlin Wall in 1989 (Dirani, Ardichvili, Cseh, &
Zavyalova, 2015, p. 358; Horwitz, 2011). Others, such as the then Yugoslavia, combined
public and private enterprises and also some early foreign investments that can be traced
back to the 1960s to enhance both the quality of production and the inflow of foreign cur-
rency (Kohont et al., 2015; Svetli¢i¢, 2016). Within the Soviet bloc, countries such as Esto-
nia, Latvia, and Lithuania were considered front-runners in industrialization and were
touted by ruling officials as showcase examples to illustrate what was possible under so-
cialism. There is little doubt that the emphasis placed on these countries by Soviet au-
thorities resulted in their development. They gained a reputation, in particular, for highly
qualified workforces capable of supporting light and heavy industry and for food process-
ing (Sippola, 2009).

In the case of Russia, industrialization began in the prewar period and continued after the
end of the Second World War. The construction of enterprises in remote areas in the
Urals, in Siberia, and in the Far East was accompanied by the creation of company towns
and a paternalistic model of personnel management. The organizations that located them-
selves in these regions built, in addition to their own production facilities, important so-
cial infrastructure such as hospitals, elder-care homes, and child-care facilities, along
with cultural facilities. In colocating these amenities with their production facilities,

(. 244) they became readily accessible for employees working in these factories. Beyond
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immediate workforces, they were also often made available to residents of these industri-
alizing cities more generally. The use of cheap labor from gulags, an elaborate system of
labor camps set up in the Soviet Union from 1930 to 1945, often contributed to the emer-
gence of an authoritarian leadership style (Lazarev, 2003). Of note, where trade unions
existed, they became part of the broader personnel management system in these setups,
resulting in their roles being confined to distributing social benefits and operating the so-
cial insurance fund (Ashwin & Clarke, 2002).

On the whole, sophisticated workforce planning in organizations in CEE during the social-
ist period was rare, something that was reflected, for example, in large discrepancies be-
tween anticipated and actual employees’ competences. Poor workforce planning often led
to overstaffing, as on the one hand organizations were obliged to recruit certain quotas of
employees assigned to them by the Petletka, irrespective of their actual labor needs,
while on the other hand, organizations were motivated to give a job to surplus employees
because they came with additional financial funds (Koubek & Brewster, 1995). As a result
of being guaranteed lifetime employment, employees rarely feared being dismissed for
underperformance and were seldom motivated to exhibit extra discretionary effort (Zien-
tara & Kuczynski, 2009). More broadly, as a rule, employees did not have much freedom
in choosing their employer, but were rather assigned to one, something that again served
to undermined overall motivation and performance in the long run (Cook, 1993).

Training and development, like other personnel practices, were underdeveloped and,
where they existed, by and large limited to on-the-job training only. Training interventions
were performed more as a formality in response to the requirements made by central au-
thorities to improve education in the society in general, rather than to meet particular or-
ganizational needs. Because training and development had no effect on promotion, such
interventions were therefore also often regarded by employees as being of little value
(Fey et al., 1999). Employee motivation was also largely ignored and bonuses were rare,
with authorities instead favoring the awarding of medals and mementos as a way of rec-
ognizing the efforts of employees.

Those employed in the personnel function typically came from an economic, legal, or psy-
chological background. In the 1950s, the first specialized training courses in personnel
management were developed, followed by the introduction of the first undergraduate pro-
grams in the field in the 1960s in Slovenia, Serbia, and Croatia (Svetlik et al., 2010). Nev-
ertheless, the interest of employers in solving personnel problems was small, and there
was a lack of experts. During the period of communist rule, the personnel agenda in indi-
vidual organizations was dispersed into different, relatively independent units (Koubek,
2009). In some instances, so-called personnel departments focused on administrative ser-
vices largely relating to personnel records. Compensation and work organization were ad-
ministered by departments of labor and wages or by departments of labor economics. De-
partments of planning took autonomous responsibility for manpower planning and labor
supply, while departments of employee care distributed benefits and organized social ac-
tivities. In other contexts, two separate units were @. 245 favored, one focused on deal-
ing with office staff and management and the other dealing with blue-collar workers. The
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group dealing with office staff reported to the personnel manager, while the one dealing
with blue-collar staff reported to the finance director (Denisova-Schmidt, 2011; Poér, En-
gle, & Brewster, 2017). Regardless of how the activities were divided up, all associated
units were highly administrative, and the important personnel policy decisions of organi-
zations remained the preserve of representatives of the Communist Party.

Under socialism, the CEE region was also marked by the guaranteed right to employment
on the part of the employee and a duty to provide it on the part of the employer, along-
side the principles of equality and solidarity. Consequently, overall organizational perfor-
mance and effectiveness were secondary considerations, relative to the social function of
the firm in providing a place of work for citizens. Issues surrounding labor costs and pro-
ductivity of workers were neglected, and workforce reductions arising from technological
advances or as a result of prevailing economic circumstances were not possible. Thus, the
economy and overall productive effort were largely regulated by dominant social princi-
ples. In many CEE countries, the need for new workers was facilitated through the orga-
nizing of migration of workers from rural areas to burgeoning industrializing urban cen-
ters. During this period, the works councils and representatives were dealing with issues
of wages, social standards, and workers’ rights, while at the same time staffing was
agreed at a macro level (for example, in the so-called social arrangements created by
“self-governing interest communities” in Yugoslavia). Macro agreements related to em-
ployment, wages, scholarships, and education aimed at creating common government-led
personnel and employment policies. Pay was characterized by Uravnilovka, a form of
wage and benefits egalitarianism (Poloski Vokic¢ et al., 2017), and its range in many coun-
tries was limited to 1:3.3 in all organizations (Kohont et al., 2015). Of note, in the Soviet
bloc countries, qualified workers could earn more than engineers (Denisova-Schmidt,
2011). Research by Breki¢ (1983) and Kavran (1976) found that the staffing function was
largely administrative, with relatively little professionalism surrounding the staffing of or-
ganizations and the training of employees. In the 1970s, the first undergraduate person-
nel management programs were launched in Yugoslavia, which ultimately contributed to
a gradual incremental increase in the power of the personnel function in organizations
and an eventual diminution of the role and authority of self-governing bodies as the devel-
opers and purveyors of policy in the human resources field. The professionalization of
personnel management education and activities came later for many of the other coun-
tries in the CEE region, with the result that the perceived value and relevance of the
function to the successful operation of the firm and the actual competence of those work-
ing in the function varied significantly throughout the CEE region. Specifically in the case
of Russia, for example, the professional education of specialists in the field of personnel
management based on the Bologna process was launched toward the end of the 1990s,
with the result that specialist bachelor’s and master’s programs are now offered in some
170 higher-education institutions throughout the country.
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w®.246) The Transition Period

Economic problems and political conflicts deepened in the 1980s in different parts of the
CEE region. The socialist system was becoming increasingly ineffective and there were
clamors for economic reforms. Liuhto (2001, p. 15) highlighted that while the transition
economies did not necessarily require their own microeconomic theories, it was funda-
mentally important to understand that organizational change in these economies was
more profound and far-reaching than in the Western context, insofar as almost the entire
enterprise population and, indeed, the whole of society more broadly was engaging in an
unprecedented transformation to be able to survive in a competitive landscape As a re-
sult, from early in the transition process, the performance question, albeit in different
guises, formed a central policy agenda and an important aspect of academic enquiry with
the emergence and institutionalization of new approaches to workforce management be-
ing bound up in the economic transition process (Morley et al., 2018). In organizations,
costs were reduced, and many internal activities, such as training and research, were
abolished, reduced, or collapsed. In Russia, the old system of vocational retraining largely
collapsed, but very little emerged to take its place. The links between vocational schools
and organizations in which the students obtained combined professional and firm-specific
skills were also broken. The majority of new private employers emerging in the new busi-
ness landscape in CEE made very little provision for the training of their employees, rely-
ing heavily on training provided by previous state employers or on the motivation of their
own employees or prospective employees to undertake training on their own initiative, at
their own expense, and in their own time. Thus, the availability of appropriate training
was limited and it was expensive to access. Nevertheless, research does suggest that
those who undertook training did experience significant increases in earnings as the tran-
sition process unfolded and took hold (Clarke & Metalina, 2000).

The pace and depth of the changes and their impact on society served as additional con-
textual determinants governing variations among CEE countries in their approach to
HRM during the transition period (Havrylyshyn, Meng, & Tupy, 2016). The beginning of
the transition period in Poland, for example, can be traced to the early 1980s, almost a
decade before the eventual collapse of communism. Reforms introduced in this earlier pe-
riod in Poland, coupled with the fact that Poland maintained aspects of its entrepreneur-
ial business culture during the communist period, meant that it was better placed than
some of its neighbors to engage with the transition process when it eventually came. In
contrast, the transitional period in Russia, for example, had a profoundly negative impact
on public health, demography, and productivity. In the 1990s, the immediate priority of
workers, managers, and organizations was to secure their own existence: the watchword
of the 1990s was “survival” (Clarke, 2007). The historical attributes of Soviet personnel
practices continued to be perpetuated in Russian organizations during this time. Howev-
er, the shortage of young employees and qualified workers for manufacturing enterprises
in Russia became a particularly prominent topic from 2000 onward, prompting a require-
ment for deeper reforms (Gimpelson & Kapeliushnikov, 2013). ®.247 Unilateral chang-
ing of wages by employers was the subject of particular discussion in Russia. Most schol-
ars agreed that a specific system of remuneration has evolved in the country with charac-

Page 8 of 39

PRINTED FROM OXFORD HANDBOOKS ONLINE (www.oxfordhandbooks.com). © Oxford University Press, 2018. All Rights
Reserved. Under the terms of the licence agreement, an individual user may print out a PDF of a single chapter of a title in
Oxford Handbooks Online for personal use (for details see Privacy Policy and Legal Notice).

Subscriber: OUP-Reference Gratis Access; date: 15 April 2021


https://global.oup.com/privacy
https://www.oxfordhandbooks.com/page/legal-notice

Human Resource Management in the Postsocialist Region of Central and
Eastern Europe

teristics that do not exist either in other postsocialist countries or in developed capitalist
economies (Clarke, 1998; Gimpelson & Kapeliushnikov, 2013). Here, employees were not
laid off, but their wages were adjusted to the economic situation faced by the employer.
In the 1990s, the major practice applied by employers was to delay the payment of wages
and salaries through recording arrears. These measures were accompanied by temporary
layoffs where they were deemed necessary (Gerber, 2006; Gimpelson & Kapeliushnikov,
2013; Kapelyushnikov, Kuznetsov, & Kuznetsova, 2012).

Beyond Russia, throughout CEE, many were not prepared for mass layoffs after privatiza-
tion and the numerous bankruptcies that followed (Redman & Keithley, 1998). These
countries’ experiences were marked by the loss of former domestic and regional markets
and they had to eke out new markets, which were often more demanding than their expe-
rience allowed them to meet. Peiper and Estrin (1998), in an analysis of the emerging sit-
uation in Poland, Hungary, the Czech Republic, Slovenia, Romania, and Russia, reported
developments in three major areas. First, they observed an effort at modernization of
practices and tools in the areas of recruitment and training, with accompanying altered
skill and work patterns. They also observed skill shortages and salary and benefit adjust-
ments, and they examined the evolving role of expatriate managers working in these tran-
sition economies and the shift from employing expatriates to relying on locals. Despite
differences between countries in reform and economic performance, the authors found
these particular changes to be surprisingly common across the countries studied.

A study of HRM innovations in Polish enterprises revealed that the most widespread inno-
vations of the 1990s were the introduction of confidential wages and individual bonuses
for blue-collar employees (Weinstein & Obloj, 2002). Human resource management repre-
sentation on boards was found to have grown in around a quarter of the firms investigat-
ed and was considerably more common among foreign-owned firms. The diffusion of
HRM innovation was mainly driven by the need to enhance efficiency, by competitive
pressure arising from foreign competition in particular, and by the desire to achieve a
stronger fit between HRM and business strategy.

Overall, during the transition period, the HRM function played an increasingly demand-
ing role. In particular, it had to adapt to a multitude of new legislative provisions and pro-
foundly altered labor market dynamics. Specialists in HRM were at the forefront in man-
aging layoffs, while concomitantly paying increasing attention to expanding the skills and
competences of those remaining in employment. Activities in the areas of training and ed-
ucation had to be expanded enormously, with a particular emphasis being placed on the
development of managers.

Contemporary Developments

Since the late 1990s, waves of ongoing restructuring, increasing productivity, introducing
new technologies, and rising exports, along with the concomitant managing of labor

(. 248) costs, have been the hallmarks of the developmental trajectories that the CEE
countries have sought to secure. The rise of multinationals in the region has been particu-

Page 9 of 39

PRINTED FROM OXFORD HANDBOOKS ONLINE (www.oxfordhandbooks.com). © Oxford University Press, 2018. All Rights
Reserved. Under the terms of the licence agreement, an individual user may print out a PDF of a single chapter of a title in
Oxford Handbooks Online for personal use (for details see Privacy Policy and Legal Notice).

Subscriber: OUP-Reference Gratis Access; date: 15 April 2021


https://global.oup.com/privacy
https://www.oxfordhandbooks.com/page/legal-notice

Human Resource Management in the Postsocialist Region of Central and
Eastern Europe

larly pronounced and it has been argued that multinational companies have redrawn the
labor market map of the former socialist countries in many respects (Lewis, 2005). In par-
ticular, it has been noted that the role of multinational corporations (MNCs) in reshaping
the characteristics of labor markets and HRM practice has been significant, especially in
the securing of foreign capital, the arrival of expatriate managers, and the emergence of
mimetic pressures to adopt new practices. Significant growth in the CEE region has been
achieved through the securing of foreign direct investment (FDI), and that is playing a
role in the emergence of a more strategic approach to HRM (Podr et al., 2020). Among
other things, they have abandoned the policy of egalitarianism in reward systems pur-
sued under communism and introduced a basic salary system based on the importance of
the type of job executed by the job holder and the performance standard achieved. In the
1990s, with the exception of Hungary, inward FDI in the countries for which we have data
grew faster than their outward FDI, indicating that these countries are on a developmen-
tal path significantly vested in the inward FDI flows secured (Kalotay, 2017).

On the HRM front, new methods and new approaches have been introduced and senior
HRM specialists are increasingly operating at more strategic levels and serving as mem-
bers of the top management teams and boards. Devolution of some activities from the
HRM function to line managers has been taking place, along with a broader trend involv-
ing the transition from traditional administrative personnel management to more strate-
gic HRM (Lewis, 2005). Kabalina, Zelenova, and Reshetnikova (2019) suggest that the de-
volution of decision-making to line managers in the relevant areas of HRM has increased
the variability and flexibility of HRM practices.

Kazlauskaite et al. (2013) engaged in a contextual HRM analysis of selected CEE coun-
tries, using Sparrow and Hiltrop’s (1997) sets of factors that account for differences in
national patterns of HRM in Europe: (1) HRM role and competence, (2) business struc-
ture, (3) institutional factors, and (4) cultural factors. Their analysis suggests that al-
though they share a common past, there are a number of key emerging differences be-
tween the countries with respect to the ownership and structure of businesses, the na-
ture of economic development, the levels of education, and overall national culture, which
in turn result in significant differences in overall national patterns of HRM in the CEE re-
gion, something that we will return to when we present the data from Cranet on selected
aspects of HRM in CEE in a comparative perspective.

However, work by Holden and Vaiman (2013, p. 134) suggests that CEE domestic organi-
zations continue to employ mainly centralized and administrative HRM practices and con-
tinue to neglect more strategic aspects. They note that although “the need to move from
purely administrative towards strategic HRM has already emerged, there is still little evi-
dence that this shift has materialised” on a widespread basis. Jankelova, Joniakov4a,
Blstdkova, and Némethova (2017) found that in the case of Slovakian organizations, de-
spite their awareness of the importance of having a more strategically oriented HRM
function as part of the overall armory of the business in rising to the ®.249 competitive
challenges being faced, a majority remained focused on operational matters. In particu-
lar, they noted that the key issue that worked against their securing a more strategic ori-
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entation lay in the evaluation by many organizations of little strong evidence on the con-
tribution of HRM to the success of organizations’ overall value chains or overall business
performance. In the Russian case, Latukha (2015, p. 1057) accounts for this by a lack of
core competencies, which limits HRM specialists in their roles, something that may be
linked to the relatively young age of the Russian business culture and business education
system. An overall competency deficit is found in other research in the postsocialist re-
gion (Kazlauskaité et al., 2013; Kohont & Brewster, 2014). Several factors were thought
to account for this, including a long tradition of performing rather traditional administra-
tive tasks, a lack of appropriate educational and professional development programs, a
preponderance of lawyers and clerical staff within the function, and a belief among man-
agers that the main role of HRM specialists was to ensure legal compliance (Morley et al.,
2018). This latter factor is consistent with findings from other transition economies
where, for example, the underlying managerial mindset presents an important determi-
nant of divergence in HRM practices, especially in terms of the ongoing absence of a
deeper strategic involvement of the HRM function (Zupan & Kase, 2005).

Key Contextual Determinants of Commonali-
ties and Differences in Human Resource Man-
agement among Central and Eastern European
Countries

Having examined some key developments in HRM from a temporal perspective under the
three key phases of change in the CEE region, we now turn to outlining a number of criti-
cal contextual factors occurring at different levels that, scholars suggest, hold significant
explanatory power in accounting for commonalities and differences in HRM in the CEE
region. We focus on both the macro-level contextual factors of national culture, state con-
trol, Europeanization, and ownership structure, and the meso factors encompassing the
role of trade unions in CEE organizations and the competence set of the HRM specialists
leading the functions in these organizations.

From a contextual perspective, national culture represents a critical determinant of varia-
tions in HRM approaches and practices. High power distance cultures in the region, in
particular in Slovakia, Russia, and Romania and among the countries of the former Yu-
goslavia, serve to constrain elements of engagement and workplace empowerment. It has
been suggested that employee participation is challenging in the CEE context, employee
engagement remains low in relative terms, and managers exhibit a ®.250 “heroic” style
(Michailova, 2002). There is a proclivity for autocratic, top-down management, hierarchi-
cal structures, and risk-averse behaviors (Michailova, 2000), in particular in public-sector
organizations (Zientara & Kuczynski, 2009). This is also one of the reasons that the cost-
effective model still prevails, HRM investments are not sufficiently appreciated, and the
use of performance appraisal remains low (Karoliny, Farkas, & Podr, 2009; Letiche, 1998;
Zupan & KasSe, 2005). Research by Woldu, Budhwar, and Parkes (2006) concerning the
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predominant culture in Poland and Russia suggests that changes in individual prefer-
ences have become evident during the transition process and that there has been a shift
from group-oriented values toward greater individualism. The authors suggest that em-
ployees who work in similar organizations in comparable positions show a degree of con-
vergence in cultural orientations. Analyses of organizational cultures in CEE also point to
similarities between Bulgarian and Russian cultures deriving from both their geographic
proximity and their Greek Orthodox religious roots, along with underlying similarities be-
tween the Estonian and Finnish cultures and basic differences between Estonian and
Russian cultures, despite Estonia’s protracted period of engagement with the Soviet sys-
tem (Jarjabka, 2010). Estonia had already experienced democracy and a market economy
and enjoyed living standards comparable to Scandinavian nations before its incorporation
into the Soviet Union in 1940 (Zamascikov, 1987, p. 226).

Another regional contextual factor that accounts for differences in HRM between postso-
cialist countries and between those countries and their Western counterparts relates to
the variations in the levels of control that were exercised by the state and the ruling party
during the socialist period. In particular, it is suggested that variations in control resulted
in significant differences in the preferred approach to labor market regulation and man-
agement (Ignjatovi¢ & Svetlik, 2006; Kapelyushnikov et al., 2012). At least three tradi-
tions in the management of labor market dynamics in CEE have been identified. First is
the ex-Yugoslavian tradition, which was marked by a relatively high incidence of open un-
employment, self-management, possibilities for freer movement across borders for travel
and work, fewer media blockades, and outward FDI, which contributed to a greater open-
ness and a stronger orientation toward Western markets (Poloski Vokic¢ et al., 2017). Se-
cond is the Orthodox Soviet system that operated in Russia, Bulgaria, Estonia, Lithuania,
and Latvia, which was marked by a strong emphasis on rules and the absolute power of
the Communist Party. And third is a more moderate intervention model that was found in
the Czech Republic, Slovakia, Poland, and Hungary. These earlier variations in approach-
es to the management of the labor market are still reflected in, for example, the much
stricter labor legislation in Slovenia and Russia in comparison with Poland and Hungary
(Groux, 2011).

The particular nature of the path toward gradual Europeanization among CEE postsocial-
ist countries, along with the timing and the manner through which this occurred, also
serve as an important contextual determinant of variations in HRM practices and pre-
ferred approaches in the CEE region. Gurkov and Zelenova (2009, p. 278) highlight that
for most CEE countries, despite the differences in the point of departure of their transi-
tion journey, there was an identified point of destination, namely, to “re-join the ®.251)
wider Europe, to re-establish normal economic and social relations, to reach the Euro-
pean level of economic and social welfare.” They note that while in the case of East Ger-
many this leap happened virtually overnight with the reunification of Germany, other CEE
countries traced their own trajectories in joining the EU family. The first wave of EU ex-
pansion to CEE saw membership extended to the Czech Republic, Estonia, Hungary,
Latvia, Lithuania, Poland, Slovakia, and Slovenia in 2004. These countries were followed
by Bulgaria and Romania, which became members in 2007, and subsequently by Croatia,
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which became an EU member state in 2013. Europeanization has been characterized as
“a process of reorienting the direction and shape of politics to the degree that the EC po-
litical and economic dynamics become part of the organizational logic of national politics
and policy making,” culminating in eventual membership of the EU (Ladrech, 1994, p.
69).

In relation to the impact of this process on HRM, this orientation contributed to the har-
monization of labor legislation with EU rules and to an increase in the free movement of
citizens between countries, especially among migrants from new member states seeking
labor market opportunities in others. Because of the prevailing economic differences,
marked by higher incomes and gross domestic product rates in Western countries, the la-
bor mobility from CEE to EU countries with higher wages rose significantly. The result
was that CEE countries began to experience a significant brain drain, with several coun-
tries being challenged by the consequences of this loss of skill and knowledge, particular-
ly in services, transport, and construction (Stachova, 2013). Arising from this process of
Europeanization and integration, labor markets in CEE postsocialist societies are now
much more regulated, compared to the situation during the earlier transition phase in the
1990s, with the result that expectations concerning prevailing HRM practices and stan-
dards have risen and scholars have suggested that many organizations in CEE have re-
evaluated the role and the place of HRM as a key shaping determinant of organizational
performance (Stacho & Stasiak-Betlejewska, 2014).

The prevailing ownership structure and industry mix existing in these economies also
hold particular explanatory power when accounting for variations in the nature of HRM.
Many countries’ ownership structure was highly marked by waves of significant denation-
alization, as in the case of Croatia and Slovenia, for example, and to a lesser extent in
Poland (Stirbock, 2001), or by a high degree of privatization involving the transfer of sig-
nificant assets to oligarchs in the particular case of Russia (Gurkov & Settles, 2013). In
addition, in postsocialist countries, waves of FDI during the transition process have be-
come an important part of the armory of development in these economies and, in many
instances, as the critical mass of foreign multinationals grew, they began to change the
framework for HRM and to create the conditions under which conservative, administra-
tive personnel and HRM practices and policies began to be jettisoned in favor of more
strategic approaches (Berber, Morley, Slavi¢, & Podr, 2017; Poor et al., 2014, 2017). Im-
portantly in this regard, the scale and density of FDI differ significantly among postsocial-
istic countries. Poland, Hungary, and Slovakia are the leading host countries in the region
for FDI, while countries in the Western Balkans, such as, for example, Serbia, Romania,
and Bulgaria, have received comparatively less FDI, partially as a result of their ®.252)
perceived economic and political instability (Estrin & Uvalic, 2016). A more gradual, in-
cremental transition process, as in, for example, the case of Slovenia, may also be a struc-
tural condition impacting the shape of HRM (Ignjatovi¢ & Svetlik, 2006).

The nature and role of trade unions in the CEE region have also been noted as holding
particular explanatory power in accounting for the manner in which HRM developed. In
the socialist period, union membership was close to 100 percent (in the Soviet bloc coun-
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tries it was obligatory); however, unions performed a social and welfare role rather than
dealing with employee relations matters per se (Sippola, 2009). The political role and
overcentralized structures operated by the trade unions during socialism, together with
the overall poor regard for trade unions (Solidarnosc in Poland being an exception), re-
sulted in a diminution of their status and skepticism concerning their role posttransition
(Dimitrova & Petkov, 2005). Given this heritage, unions were not prepared for a new role
in the postsocialist period and were neither popular nor active. The result was a signifi-
cant drop in trade union density in the region, and low density rates are now characteris-
tic of many of these countries (Cooke, Wood, Psychogios, & Szamosi, 2011; Groux, 2011;
Karoliny et al., 2009; Psychogios et al., 2013). Estimates of union density in the region
range from lows of approximately 10 percent in Estonia and Lithuania to highs of 27 per-
cent in Slovenia and 35 percent in Croatia. Thus, while there is little doubt that in some
countries trade unions still have an important partnership role (Miliki¢, Janiéijevi¢, &
Cerovic¢, 2012) and a stronger power base in organizations, as in, for example, Slovenia
and Croatia (Kazlauskaite et al., 2013; Poloski Vokic et al., 2017; Stanojevi¢, 2017), the
weakening of the industrial relations framework has been a key regional development.
Morley et al. (2018) suggest that, on the whole, the unions were ill-prepared for the new
political and economic realities that emerged as part of the transition process. They sug-
gest that “the majority of workers were minded to escape from the constraints of union
membership and the payment of membership fees,” with the result that “with the excep-
tion of traditional industries and the public sector, the level of unionisation dropped” (p.
80). In addition, the transition process saw the emergence of a new management authori-
ty at the firm level that was not sympathetic toward the unions (Aguilera & Dabu, 2005).

Finally, scholars have also called attention to HRM specialists’ competencies in the region
as an important determinant of the nature and direction of the development of HRM, in
particular around planning, change management, and dealing with internationalization
(Kazlauskaité & Buciuniene, 2010; Kazlauskaité et al., 2013; Kohont & Brewster, 2014). It
has also been argued that this professional competency gap is accompanied by an ongo-
ing lack of continuous professional self-development, something that is likely to serve as a
continuing constraint in the securing and maintaining of a well-equipped professional
managerial cohort against the backdrop of significant environmental dynamism (Latukha,
2015). Multinational corporations, relative to their domestic counterparts, are especially
aware of this managerial competency deficit (Holden & Vaiman, 2013). As a result, they
are, in comparative terms, investing more in HRM to develop a cadre of professional man-
agers and assist in overcoming legacy elements of the socialist tradition.
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»2» Organizational-Level Empirical Evidence
on Selected Aspects of Human Resource Man-
agement in the Central and Eastern European
Context

We now turn to some empirical evidence on the nature of HRM in the CEE region in
which we draw on three waves of organizational-level data collected under the aegis of
Cranet. In the 2004/5 survey round, a total of thirty-two countries participated, six of
which were from the CEE region (Bulgaria, Estonia, Hungary, Czech Republic, Slovenia,
and Slovakia). In the subsequent 2009/10 survey round, again a total of thirty-two coun-
tries participated, with nine of those from the CEE region (Serbia, Russia, Bulgaria, Hun-
gary, Czech Republic, Slovenia, Slovakia, Estonia, and Lithuania). Finally, in the most re-
cent survey round for 2014/16, a total of thirty-five countries participated, ten of which
were CEE countries (Serbia, Russia, Romania, Croatia, Hungary, Slovenia, Slovakia, Esto-
nia, Lithuania, and Latvia).

For the purposes of benchmarking, we have created three comparative samples as fol-
lows:

1. The global sample of organizations that have participated in the particular survey
round.

2. The non-CEE sample of organizations that have participated in each survey round.
3. The CEE sample of organizations that have participated in each survey round.

By way of sample characteristics, organizational size, which was measured by the size of
the workforce in each case, confirms that the distribution of the entire sample in all three
survey rounds is similar to the vast majority of the surveyed organizations (80, 74, and 72
percent, respectively) with than one thousand employees. The proportion of respondent
organizations with over one thousand employees in the three CEE samples (14, 12, and
17 percent in each round) is lower than in other parts of the world (Figure 11.1).
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Figure 11.1. Distribution of the sample by number of
people employed (percentage). CEE, central and
eastern Europe sample; glob., global sample; non-
CEE, non-central and eastern Europe sample.

With respect to ownership, in the global sample slightly more than two-thirds of the re-
spondents (67, 74, and 70 percent, respectively) were private-sector organizations in
each of the three survey rounds, while nonprofit organizations and those with mixed own-
ership feature much less commonly among respondents (between 7 and 8 percent in each
of the three survey rounds). In the CEE subsample, in each of three survey waves, the
proportion of private-sector respondents at 72, 77, and 72 percent, respectively, is slight-
ly higher than in the total sample (Figure 11.2). Conversely, the not-for-profit cohort in
the CEE subsample is slightly lower. In terms of the industry-related distribution of the
sample, the largest share is represented by industrial and manufacturing companies in all
three periods (32, 28, and 24 percent, respectively). Globally, in each of ®.254) (®.255)
the three survey waves, the sectors with the lowest proportion of respondents in the sam-
ple are represented by the agricultural sector (2-3 percent), energy (3-4 percent), con-
struction (4-5 percent), and education (4-6 percent), respectively.

Figure 11.2. Distribution of the sample by ownership
(percentage). CEE, central and eastern Europe sam-
ple; glob., global sample; non-CEE, non-central and
eastern Europe sample.
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Turning to HRM structural and functional mechanisms, the number of organizations re-
porting the existence of a specialist function is obviously one important bottom-line indi-
cator of the nature and role of HRM within respondent organizations. A majority of orga-
nizations in each survey round report the existence of a HRM department. However, com-
pared with other parts of the world, the percentage of CEE respondents reporting the ex-
istence of a dedicated HRM function is slightly lower. This disparity was more pro-
nounced during the global financial crisis, though the decline in the existence of special-
ist functions arising from the impact of that financial crisis is not confined to the CEE
sample (Table 11.1). Most large organizations in all three samples have a dedicated HRM
department. The most significant differences can be observed in organizations employing
fewer than 250 people.
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HRM 2004/5 2009/10 2014/15

depart-

ment Glob. Non- CEE Glob. Non- CEE Glob. Non- CEE
CEE CEE CEE

All or- 90.5 90.9 87.4 83.7 88.5 65.1 90.7 93.9 81.6
ganiza-
tions

Private 90.8 91.2 87.6 85.2 91.0 63.3 92.8 95.9 84.5
sector

Public 89.6 90.1 84.2 80.9 83.7 70.1 84.7 88.9 74.3
sector

<250 80.8 81.0 79.0 65.3 74.2 47.0 79.0 85.4 67.4
Employ-
ees

251- 95.1 95.3 93.6 93.1 93.4 91.2 94.4 95.9 89.7
1,000

Employ-

ees
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>1,000 99.0 99.0 99.2 98.0 98.2 96.4 98.4 98.3 99.0
Employ-

ees

Total 91.2 91.6 88.4 83.7 88.6 65.0 90.6 93.7 81.5

Note: HRM, human resource management; CEE, central and eastern Europe sample; glob., global sample; non-CEE,
non-central and eastern Europe sample.
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The existence of a written HRM strategy has long been taken as one proxy indicator of
the extent to which the function operates at a more strategic level in the organization. In
the case of CEE, while previous research from studies conducted throughout the 1990s
and early 2000s pointed to a predominantly administrative orientation within the func-
tion, there is some evidence of an emerging, more strategic orientation involving the spe-
cialist function playing roles and engaging in activities rather different from those tradi-
tionally pursued, one particular indicator of which is the existence of a written HRM
strategy. In our data, on average between 56 and 68 percent of all participating organiza-
tions in the three survey rounds have a written HRM strategy. Notwithstanding, CEE re-
spondents do consistently report a slightly lower incidence of the existence of such writ-
ten strategies. This gap is most significant for smaller enterprises, while larger organiza-
tions more broadly compare favorably with their counterparts elsewhere (Table 11.2).
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HRM strategy 2004/5 2009/10 2014/15

Glob. Non- CEE Glob. Non- CEE Glob. Non- CEE

CEE CEE CEE

All organizations 56.4 57.2 49.7 53.1 56.1 41.2 67.6 69.9 61.0
Private sector 53.5 53.9 50.7 52.0 54.6 41.9 68.1 69.8 63.5
Public sector 63.1 64.7 44.7 59.7 64.5 39.2 67.5 72.7 54.3
<250 46.7 48.4 36.6 43.1 47.8 33.2 60.2 65.2 50.7
people
251- 56.7 56.9 55.2 53.2 54.9 43.7 67.2 67.2 67.1
1,000
people
>1,000 68.2 68.1 70.0 66.2 67.1 58.4 78.1 78.3 77.2
people
Total 56.1 56.9 49.6 52.7 56.1 39.2 68.0 70.2 61.6

Note: HRM, human resource management; CEE, central and eastern Europe sample; glob., global sample; non-CEE,
non-central and eastern Europe sample.
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The uptake of human resource information systems, defined as a technology-based sys-
tem used to acquire, store, manipulate, analyze, retrieve, and distribute pertinent ®. 256)
information regarding HRM in the organization (Tannenbaum, 1990), has provided in-
creased opportunities for the integration of strategic planning, HRM planning, perfor-
mance management, training and development, reward management, and risk and com-
pliance management and serves as an additional indicator of a more strategic approach
to HRM. Among the global sample of respondents in our data, access to HRM information
systems was available among approximately 80 percent of respondents in the 2004/5 and
2009/10 survey rounds, while, once again, this figure is slightly lower in the case of CEE
respondents. In the case of larger organizations, the differences across the three clusters
with respect to the use of information systems are minimal (Table 11.3).
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Hu- 2004/5 2009/10 2014/15

man

re- Glob Non- CEE Glob. Non-CEE CEE Glob Non- CEE

sour . CEE . CEE

All 80.2 80.4 78.4 81.8 84.1 73.2 70.8 72.1 67.3

Pri- 79.1 79.2 78.4 81.1 83.9 70.7 70.1 71.5 66.4

Pub- 83.7 84.0 80.1 85.5 87.9 75.8 72.2 73.7 69.0
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<250 68.6 69.0 66.2 68.5 72.2 61.0 55.1 55.8 54.0
peo-
ple

251- 83.9 83.7 85.6 87.0 86.5 90.0 73.3 71.3 79.1
1,000

peo-

ple

>1,0 89.2 88.8 93.4 94.1 94.0 94.9 85.0 85.5 82.2
00

peo-

ple

Total 80.1 80.2 78.7 81.9 84.2 73.2 70.8 71.6 68.6

Note: CEE, central and eastern Europe sample; glob., global sample; non-CEE, non-central and eastern Europe
sample.
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The use of external service providers occurs most commonly in the domain of training
and development. This is followed by recruitment and selection, which emerges as

(. 257) the second most commonly outsourced area. Of note, the trends in outsourcing of
HRM activities observed among CEE respondent organizations broadly mirror develop-
ments in the other clusters examined (Figure 11.3).

s
i
a ¥ i : ¥ - o
q o . o gt & ¥

o

Figure 11.3. External providers covering human re-
source management functions (percentage).

Finally, in contemporary workplace relations in CEE, trade union recognition remains an
issue of significant debate. In particular, there is considerable evidence of increased man-
agement opposition to unionization in recent years, particularly among MNCs and in in-
digenous smaller firms. Writing on the nature of workplace relations in CEE, Festing and
Sahakiants (2010) suggest that the lack of a strong institutional environment at the na-
tional level, the weak position of trade unions, and the absence of strong institutional
pressures on the part of the EU have led to a situation where the main features of social-
ist employment relations retain a certain relevance. As indicated earlier, during the so-
cialist period, there were notional rates of 100 percent unionization, with the unions play-
ing an active role in the Communist Party and in the implementation of state-mandated
goals at national, sectoral, and organizational levels (Alas, 2004). By 2004, things had
changed. In each of the three waves of the Cranet survey, the largest proportion of orga-
nizations in the CEE countries had no trade union membership (Figure 11.4). In the case
of the public sector, this ratio was much smaller (Tables 11.4 and 11.5). In nearly 60 per-
cent of smaller businesses, there is no trade union in this region. Of course, there are dif-
ferences between countries. For historical reasons, as alluded to earlier, the influence of
trade unions in the former Yugoslavia, for example, is much greater than in other CEE
countries. Overall, while the future of the union movement in CEE will be determined by
many factors, Morley et al. (2016) suggest that, above all, the nature of the variety of cap-
italism that becomes institutionalized in the region will become a critical determinant of
any renewed legitimacy that may be secured.
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Figure 11.4. Trade union membership—all countries
(percentage). CEE, central and eastern Europe sam-
ple; glob., global sample; non-CEE, non-central and
eastern Europe sample.
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Propor- 2004/5 2009/10 2014/15

tion

union Glob. Non- CEE Glob. Non- CEE Glob. Non- CEE
mem- CEE CEE CEE

bership

_pri-

vate

sector

0% 29.3 27.6 41.7 37.2 31.1 59.4 30.0 26.5 38.7
1-10% 15.6 16.7 8.0 14.1 15.9 7.9 23.9 25.8 19.1
11-25% 10.9 11.4 7.5 8.7 9.2 6.8 11.5 10.9 12.9
26-50% 12.5 12.2 14.9 12.2 12.4 11.8 12.1 12.1 12.3
51-75% 15.7 15.2 19.3 13.0 14.2 8.6 11.4 12.0 10.0
76- 15.9 16.9 8.6 14.7 17.2 5.5 11.1 12.7 7.0
100%

Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Note: CEE, central and eastern Europe sample; glob., global sample; non-CEE, non-central and eastern Europe
sample.
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Propor- 2004/5 2009/10 2014/15

tion of

union Glob. Non- CEE Glob. Non- CEE Glob. Non- CEE
mem- CEE CEE CEE

bership

_pub-

lic sec-

tor

0% 7.7 6.6 19.9 15.6 13.5 23.9 8.9 8.8 9.1
1-10% 6.4 6.6 3.5 8.7 7.2 14.8 13.0 11.6 16.1
11-25% 10.0 10.0 10.6 5.1 4.5 7.4 10.8 8.5 16.4
26-50% 14.1 13.4 22.7 8.9 8.0 12.5 12.4 10.3 17.5
51-75% 16.6 15.6 27.7 15.9 15.2 18.8 21.3 21.5 21.0
76- 45.1 47.8 15.6 45.8 51.5 22.7 33.5 39.2 19.9
100%

Total 100.00 100.00 100.00 100.0 100.0 100.0 100.0 100.0 100.0

Note: CEE, central and eastern Europe sample; glob., global sample; non-CEE, non-central and eastern Europe
sample.
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» 250 Conclusion

Overall, it is apparent that there are significant structural, institutional, and configura-
tional differences, along with significant practice differences, in HRM among CEE coun-
tries and between the CEE region and other regions. Prior to the fall of the Berlin Wall in
1989 and the subsequent wave of political, social, cultural, and administrative transitions
that this major development heralded, the key elements of HRM policy and practice in
CEE operated under strict state control. Such control and political interference resulted
in the emergence of an underlying ideational legacy in HRM with little emphasis on per-
formance and motivation, resulting in ineffective compensation systems, ambiguous re-
sponsibilities, and hiring and promotion based on political loyalty and connections rather
than performance and competence (Koubek, 2009). Awareness of this legacy, Horwitz
(2011, p. 432) suggests, is especially important for foreign MNCs operating in CEE to
give proper consideration to the “lingering effects of the previous institutional environ-
ment and state directed political economies that retain influence on the type of HRM
practices adopted.” Since the commencement of the transition process, contextually
among the things that unites these countries in the recent past is the rapid change in cul-
ture and political and economic systems, with research on cultural aspects suggesting
that there has been a rise in individualism and a concomitant diminution in power dis-
tance in the region (Dirani et al., 2015).

. 259) Specifically in the HRM sphere, differences may be observed between the levels
of development in the HRM practices of different postsocialist countries, variances that
may be attributed, among other things, to distinct traditions, disparities in levels of eco-
nomic development, and deviations in the underlying levels of centralization applied in
the previous economic and political systems (Erutku & Vallee, 1997; Kazlauskaite et al.,
2013; Tung & Havlovic, 1996). The shift that occurred since 1989 in the HRM domain has
variously been characterized as one from a unitarist toward a pluralist system, from an
administrative toward a more value-adding model, and from a low-legitimacy function to
one now characterized by increasing power and legitimacy. Considering that it was only
after the fall of the socialist regimes throughout CEE that ®.2600 modern HRM as we
have come to understand it in the Western context started taking hold in the discourse of
management thinking and in emerging practice, it is clear that in the intervening thirty
years, differences in HRM between CEE and other countries have narrowed significantly.
The overall effect, Pundziene and Bucituniené (2009) suggest, is organizations making
more significant investments in HRM systems and practices in the face of dynamic and
radically altered labor markets and a new competitive reality.
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