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Abstract 

While there is a large body academic debate surrounding Human Resource Management 

issues in Multinational Companies. Industrial relation issues often fail to receive the same 

degree of attention. It is generally assumed that multinational companies will, to some extent 

at least, adapt their practices to host country environments. However, recent work suggests 

that this process of adaptation is yet more complex and uneven. It is our contention that 

subsidiary policy on labour relations is not simply the product of adaptation from and to 

home and host institutional environments but is in fact shaped by the multiple power relations 

that characterize multinational company subsidiaries. It is when both management and 

workers have power resources that subsidiaries are more likely to develop a policy of strong 

engagement with trade unions.  

Keywords : Comparative industrial relations, employment relations, labour relations, 

multinational companies, trade unions. 

Introduction 

The issue of how multinational corporations (MNCs) manage operations across national 

borders has been a long-standing area of academic debate and research. Whether continuing 

differentiation was the key characteristic of industrial relations (IR) systems. This question is 

arguably even more pertinent a decade and a half later. Developments in international trade 

and the continued growth of Foreign Direct Investment (FDI), illustrated by the fact that in 

2005 there were an estimated 77,000 transnational firms with some 7,70,000 foreign affiliates 

engaged in international business (UNCTAD 2006), mean that MNCs are increasingly 

operating in multiple countries and thus are increasingly concerned with the peculiarities of 

the IR systems of the countries within which they operate, and further, their activities effect 

the employment experiences of an every growing number of employees on a global scale. 

 

International Research Journal of Management and Commerce 

ISSN: (2348-9766)      

Impact Factor 5.564 Volume 6, Issue 4, April 2019  

    ©Association of Academic Researchers and Faculties (AARF)         

www.aarf.asia, Email : editor@aarf.asia  , editoraarf@gmail.com                         

http://www.aarf.asia/
mailto:editor@aarf.asia
mailto:editoraarf@gmail.com


 

© Association of Academic Researchers and Faculties (AARF) 
A Monthly Double-Blind Peer Reviewed Refereed Open Access International e-Journal - Included in the International Serial Directories. 

 
Page | 48  

The understanding of these systems is even more significant, given that these MNCs 'are 

embedded in larger and wider societal collectivities'. Thus, they do not operate in isolation 

from the environment around them but rather must organize their activities in the context of 

the multiple institutional environments in which they operate. Indeed, they may also play a 

part in constructing these environments in which they operate. Indeed, they may also play a 

part in constructing these environments which may have a resultant impact on the 

experiences of employees in host countries.  

 The balance of power between capital and labour over the last three decades has 

shifted significantly in favour of capital. Multinational companies (MNCs) are central to this 

shift. MNCs are active in shaping globalization through the control of their transnational 

value chains but also through their capacity to frame the broader agenda for economic and 

social development. Governments everywhere, including the major international 

organizations of economic governance, orient state policy to favour Foreign Direct 

Investment (FDI), and similarly encourage trade unions and other civil society actors to do 

likewise in the interests of enhanced economic development. This shift in the balance of 

power has reinforced the capacity of MNCs to shape labour relations according to their 

interests and preferences, seemingly irrespective of institutional setting. The key themes 

surrounding the comparison of IR across borders and IR in MNCs. Further, we delineate the 

field of international IR (IIR) by considering the contribution that IR research can make to 

the study of management practice in MNCs and also the reasons why an IR perspective on 

MNCs has been under-represented in the literature. the impact of IR systems on MNC 

location and relocation decisions, key issues for employees, trade unions and managers of 

MNCs, are then discussed. Next, we consider the potential for and evidence of international 

collective bargaining as a potential counterbalance to the power exercised by MNCs in the 

global environment.  

Power Dynamics within MNCs 

Labour relations and, more broadly, employment relations are often a neglected subject in the 

study of MNCs even though they can contribute to a better understanding of MNCs' 

functioning. Collings (2008) argues that employment relations can make a distinctive 

contribution by introducing consideration of power, which is echoed elsewhere in the 

literature. Ferner, Edwards and Temple (2012) emphasize the importance of power and the 

dynamic interplay between MNC headquarters (HQs) and their subsidiaries. At both levels, 

they make a distinction between the power of process, the power of resources, and the power 

of meaning. Dorrenbacher and Gammelgaard (2011) highlight the importance of strategic 
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capabilities, such as bridging and networking in understanding power relations within MNCs. 

We draw on this strand of literature to understand power dynamics but also integrate more 

fully workers structural and associational power into the analysis. The focus is on four 

dimensions of power in subsidiary labour relations policies: the power of meaning in MNCs, 

subsidiary capabilities and resources, worker structural power, and worker associational 

power.  

The Power of Meaning in MNCs 

The literature on the labour relations practices of U.S. subsidiaries suggests that they are less 

likely to engage with trade unions. Union avoidance has been linked to the dominance of 

individualistic values, to the, idea that the employer should be the unique supplier of 

employee welfare and to the hostility of employers towards the involvement of "third 

parties", such as trade unions, in labour relations to exercise pressure on local managers to 

implement union avoidance practices. We thus expect that U.S. MNCs through their 

legitimizing frame of union avoidance will favour non-engagement with trade unions in their 

subsidiaries.  

 

Subsidiary Capabilities and Resources 

Even though MNCs are powerful actors that can ostensibly exercise tight control over their 

operations, they are also seen to be a contested arena characterized by tensions between 

competing actors. Far from being monolithic organizations, coalitions of actors within MNCs 

pursue different goals and deploy their power resources to attain them. Local managers are 

not simply passive agents following the directives and policies established by HQ. They draw 

on resources from various levels and use their distinctive capabilities to advance their own 

agenda and pursue their specific interests. In particular, they show that local managers and 

trade union representatives work together to increase the margin of manoeuvre of the 

subsidiaries vis-à-vis the HQ. The crucial point is that mangers need to mobilize their 

resources and use their capabilities to engage with trade unions in this global game.  

Workers' Structural Power 

HQ power over subsidiaries is further constrained by worker power. Despite the asymmetry 

of power between workers and employer, workers always retain some power to resist and to 

influence employer decisions. Worker power can be derived from many sources, notably their 

structural power. The structural power of a workplace trade union needs to be understood in 

relation to its role and location within the organization of production and services, be it in 

terms of representing scarce skills or the potential they have to exert effective pressure on the 
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flow of goods and services. Structural power is a key consideration for MNC strategies 

focused on the optimal distribution of activities along their global value chains. Accordingly, 

workers may be more vulnerable to competitive pressure or have more leverage over the 

bargaining of working conditions. This observation applies to their particular sets of skills, to 

the kinds of value-added activities in which they work and the variability of production 

cycles.   

Workers' Associational Power 

Associational power stems from the collective organization of workers. Associational power 

includes unions and political parties but also a variety of other forms, such as legal 

recognition of trade union action or the institutional representation of workers on boards of 

directors or work councils. It is thus related to the institutional arrangements that generate 

collective resources for workers. Institutions may be constraining or facilitating, both limiting 

prospects for change but also providing resources that can enable actor agency to reshape 

patterns of relations. Workers' associational power is therefore a resource on which trade 

unions in MNC subsidiaries can draw but it is embedded in the history of relations between 

actors and institutions in each national setting.  

Findings 

Subsidiary policy on labour relations is measured by combining two indicators: the presence 

or absence of unionized workers in the subsidiary and the degree of trade union involvement 

in decisions related to employment issues. This yields three patterns of management 

engagement with unions: non-engagement (49%) where unions are not present in the 

subsidiary, weak engagement (33%) where unions are present but weakly involved in 

decisions related to employment issues, and strong engagement where unions are strongly 

involved in decisions related to employment issues. 

 Our first proposition with regards to the effect of country of origin is supported by the 

findings. U.S. subsidiaries display a distinctive policy on labour relations in comparison with 

subsidiaries originating from other countries. U.S. subsidiaries are less likely to engage with 

trade unions.  

 The second proposition focuses on management capabilities and resources. Our 

results suggest that subsidiary discretion over union recognition, subsidiary discretion over 

HR issues, and ties between the subsidiaries and the parent MNC are all related to subsidiary 

policy on labour relations. While subsidiary discretion over union recognition and over HR 

issues seem to favour engagement with trade unions, strong ties with the parent MNC work in 
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the opposite direction. Internal management capabilities are not associated with the 

subsidiary policy on labour relations. 

The third proposition concerns worker structural power. Fluctuations in levels of 

employment are not associated with subsidiary policy on labour relations while both the 

distinctiveness of worker skills and the subsidiary position within the value chain are 

positively and significantly associated with subsidiary policy on labour relations. Subsidiaries 

are more likely to engage with unions when workers have distinctive skills and when the 

subsidiaries have both manufacturing and R & D functions, as opposed to only 

manufacturing. Subsidiaries are less likely to engage with unions when they are only 

involved in services or in resource extraction industries. 

  To better understand these results, we need to locate the patterns of subsidiary policy 

on labour relations according to both discriminant functions and to identify the direction of 

the association between the independent variables and the discriminant functions.  

Suggestions 

Our findings suggest that the power of meaning exerted by MNCs, as captured though 

country of origin, shapes subsidiaries policies over labour relations. Subsidiaries from the 

U.S. are more likely to pursue a union avoidance policy compared to MNCs from other 

countries. They are also more likely to report that decisions over union recognition are 

centralized. These results add to a growing body of research suggesting that U.S. MNCs are 

not only hostile to trade unions but also exert tight control over decisions concerning union 

recognition. This policy of non-engagement does not appear to be sensitive to workers' 

associational power. This anti-unionism orientation and the vision that the employer should 

be the unique guarantor of employee welfare appear to provide a legitimizing frame for 

subsidiary managers to implement a policy of non-engagement with trade unions.  

 Our results also suggest that other forms of power shape subsidiaries policies of 

engagement with trade unions. Three findings stand out in this respect. 

 First, both structural and associational power resources are associated with 

subsidiaries policies. Subsidiaries evolving in a context where worker have structural power, 

as measured by the nature of value-added activities in the subsidiary, are more likely to 

engage with trade unions. When this dimension of structural power is combined with 

distinctive worker skills, subsidiaries are more likely to pursue a policy of strong engagement 

with trade unions. In contrast, where workers have less structural power (the subsidiary 

activities are concentrated in the service sector or resource extraction), subsidiaries are more 
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likely not to engage with trade unions. These results speak to a growing body of labour 

geography literature that underscores the active and constitutive role of workers. 

 It is the combination of both forms of power resources - structural and associational - 

that explain the difference between weak and strong engagement with unions. A policy of 

weak engagement is more prevalent within subsidiaries in Argentina and where workers have 

structural power, as measured by the nature of the value-added activities of the subsidiary, 

but do not have distinctive skills. In contrast, a policy of strong engagement is more 

widespread within subsidiaries in Canada, and where workers have structural power in terms 

of both the value-added activities of the subsidiary and their distinctive skills. The 

institutional context of greater or lesser associational power appears critical for union 

involvement. Where the institutional context is characterized by stronger associational power, 

subsidiaries are more likely to pursue a policy of some form of engagement with trade 

unions, be it weaker or stronger. These results underscore the importance of taking into 

account both workers' associational and workers' structural power when seeking to 

understand labour relations within MNCs. 

 Second, management power resources also make a difference in subsidiary policy on 

labour relations. The degree of management discretion over decisions on HR issues appears 

to be a critical ingredient in the development of a policy of strong engagement. This finding 

suggests that to implement a policy of union engagement, subsidiary managers need a margin 

of maneuver to adapt HR decisions to the context and to cope with or modulate trade unions 

demands and needs. This takes the form of subsidiary discretion over both union demands 

and needs. This takes the form of subsidiary discretion over both unions recognition and also 

over a range of HR issues. Intriguingly, diluted or weaker links with MNC HR networks are 

also part of the local manager resources associated with trade union engagement. When these 

three conditions are met, not only is the subsidiary more likely to have a policy of union 

engagement, but it is more likely to be a strong engagement. Conversely, where managers 

have less discretion over HR issues and subsidiary managers are strongly tied into MNC HR 

networks, the policy is more likely to be one of weak engagement with trade unions. These 

results certainly speak to a growing body of research that highlights that local managers need 

power resources to establish distinctive policies within their subsidiaries.  

 Finally, when power resource from both, management and worker are combined, a 

clearer picture of the factors associated with subsidiary policies on labour relations emerges, 

within MNCs characterized by strong engagement with trade unions, both actors have power 

resource. Workers can rely on both structural and associational power while, at the same 
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time, local manager have more discretion over HR decisions, In contrast, in subsidiaries 

where there is a policy of weak engagement with trade unions, manager have altogether less 

discretion. These findings suggest that a policy of strong engagement requires the presence of 

actors that can mobilize power resource that MNC subsidiaries are more likely to develop a 

policy of strong engagement with trade unions. For trade unions, it may be quite difficult to 

be involved in the decision-making but, in our view, it is crucial. It mean that to have some 

form of influence within the workplace trade unions need to rely on resourceful managers, In 

contrast, when both actors are weakly resourced, the dominant scenario in non-engagement 

with unions, In other words, and perhaps this would not come as a surprise to many 

experienced trade unionists, our results indicate that trade unions representatives MNC 

subsidiaries would appear to be better off with stronger rather than weaker subsidiary 

managers. 

Conclusion 

This article has sought to understand how the integration of both management and worker 

power can enhance our understanding of subsidiary policies on labour relations. The analysis 

is of course subject to the limits of cross-sectional, single respondent surveys when 

attempting to grasp the complex power dynamics at work within MNCs on labour relations 

policy. However, the effort to operationalize actor power resources and capabilities at the 

level of both the MNC parent and at that of the subsidiary yields a number of distinctive 

analytical findings.   

 First, the power of local actors within MNCs is often assumed to be weak. Even 

though such an assumption requires some qualification, our results lend support to it. Within 

U.S. subsidiaries, particularly labour relations policy. In these subsidiaries, both local 

managers and workers appear less able to alter the union avoidance strategy pursued by 

headquarters. Even if they were inclined to do so, they do not seem to have sufficient 

resources to resist the anti-union legitimizing frame put forward by the U.S. MNCs. 

 Second, introducing workers' resources into the equation enhances our understanding 

of power dynamics within structural power, measured in terms of position within the value 

chain, seems to favour a policy of engagement with trade unions as distinctive worker skills 

are associated with a policy of strong engagement with trade unions. Associational power, as 

captured through macro-institutional resources embedded in traditions of state labour law and 

policy, are also closely linked to subsidiary policy on labour relations to engage with trade 

unions. In other words, our results suggest that institutional resources make a difference in 



 

© Association of Academic Researchers and Faculties (AARF) 
A Monthly Double-Blind Peer Reviewed Refereed Open Access International e-Journal - Included in the International Serial Directories. 

 
Page | 54  

the labour relations policies adopted by multinational subsidiaries and it is important for 

future research to better elucidate this process.  

 Third, it is the combination of both workers' and subsidiary managers' power 

resources, which helps disentangle power dynamics within the subsidiaries. A policy of 

strong engagement with trade unions appears more likely in subsidiaries where both local 

managers and workers have sufficient power resources. Even though relations between 

workers and employers are characterized by a structured antagonism, the presence of 

resourceful local managers is not detrimental for trade unions. In fact, as highlighted by other 

studies it may even be a necessary condition for the development of a subsidiary policy of 

strong engagement with trade unions. There is thus a need to distinguish between different 

levels of power dynamics to understand subsidiary policies on labour relations. 

 These three analytical points have two important consequences for the analysis of 

power dynamics within MNCs. First, it is important to take into account the various types of 

resources and capabilities and their interaction at different levels within the MNC. Second, 

there is clearly a need to take into account more fully the power resources deployed by 

workers and managers at the local level in order to get a better understanding of the factors 

that shape subsidiary policy on labour relations.  
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