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Abstract

In this paper we empirically analyze different human resource management practices
used by multinational and non-multinational firms. We use a unique data set that
consists on a sample of Spanish industrial establishments. We consider 38 different
HRM practices in 7 different areas and find that multinational firms adopt different
HRM practices in around 60 per cent of the cases. However, after allowing for relevant
controls, this number is reduced to 35 per cent. When nationality is taken into account
for the adoption of different HRM practices, the results obtained are very mixed and

do not show a clear pattern.
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1 Introduction

One of the most recurrent issues in the literature on multinational companies is the question
of wether multinational firms adopt different human resource management (HRM) practices
than their local counterparts. To study the role that foreign ownership plays in the HRM
practices that firms apply has become an object of research for a sizeable crowd of authors.

Even though the research has been considerable, the literature is far from having a unique
view on the subject. Some recent examples show that while there are authors who consider
that industrial and HRM practices of multinational companies bear a close resemblance to
those of indigenous firms (see, for example, Turner et al., 1997), other consider than this is
not the case (see, for example, Ferner and Quintanilla, 1998; Ferner et al., 2001; Geary and
Roche, 2001; McGraw and Harley, 2003; or Walsh, 2001). And some other authors claim
that the result depend on the nationality of the multinational (see, for example, Guest and
Hoque, 1996).

Trying to add more evidence to the debate, in this paper we empirically analyze different
HRM practices among multinational and non-multinational firms. Both type of firms can
differ in their HRM practices. The goal of this paper is to understand how much they differ
and to provide explanations for the possible reasons behind the differences.

In order to fulfill our goal, we use a unique data set that consists on a sample of Spanish
industrial establishments.! The data set contains 965 plants. Of those, 27 per cent are multi-
nationals. In the data set, explicit information on firm’s HRM practices such as wage-setting
practices, incentive provision, promotion, or training (including type of courses provided),
among others, is available. This is an important feature of the data because, in the exist-
ing literature, the data sets used only contain information on workers wages, promotions,
and training periods and therefore the actual firm’s practices have to be inferred from these
observations. Instead, in this paper we directly observe firm’s practices and therefore we
can analyze them in a straighter manner, overcoming some usual unobserved heterogeneity
problems present in individual workers’ data.

Other information contained in the data set relates to the production process, technology,
industrial relations, the organization of the firm, relationships with suppliers and customers,

quality management, and the product market in which the firm operates. Some of these are

'We use the words establishment and plant interchangeably.



important aspects because they can shape several human resource management practices of
firms. Multinational and non-multinational firms differ substantially across these factors.
Therefore we will exploit their variation to understand the differences in HRM practices
among multinational and non-multinational firms.

Finally, the data set also contains information on the nationality of the ownership of
the multinational firms. There are establishments belonging to German, American, British,
French, and Japanese multinational groups, among others. Given this information, we will
also exploit the nationality of the multinational firms in order to detect differences in the
behavior of firms that could be originated by the different managerial practices that are
observed in those countries.

The empirical strategy of the paper is as follows. We first investigate over a broad set of
HRM practices whether Spanish and foreign firms undertake different practices, distinguish-
ing by firm nationality. The next step is to analyze further those HRM practices for which
Spanish and foreign firms have a different strategy. We estimate different models to under-
stand if these differences remain after controlling for different firm’s characteristics including
sectorial and regional indicators. Finally, for those HRM practices for which Spanish and
foreign firms have a different strategy even after controlling for several firm’s characteris-
tics, we further investigate the multinational dimension by carefully looking at the different
nationalities of firms. In the end, we are able to say that Spanish and foreign firms have a
different strategy in some HRM practices and that this difference is mainly driven by firms
of a certain nationality.

The rest of the paper is organized as follows. In the next section we carefully describe the
data used. First we concentrate in the construction of our survey and then we describe all
the variables used in our analysis. Section 3 describes de empirical strategy followed in the
paper. Sections 4 and 5 contain the descriptive analysis and the results respectively. Both
sections report the information differentiating between multinational and Spanish firms, and

the nationality of the multinationals studied. The last section is devoted to our conclusions.



2 The Data

In this paper, we use a unique data set that contains plant level information on several firm’s
practices.? The data were gathered in a very careful manner. All surveyed firms are involved
with production processes within the manufacturing sector. Regarding HRM practices, the
survey refers to the blue-collar workers in each plant (that is, workers involved directly in
the production process). Overall, we obtain a very homogenous type of information for every
surveyed plant. At the same time, a wide scope of different firms within the manufacturing
sector are included in the survey. In what follows we carefully describe the characteristics of

the survey and concentrate in the variables that we are going to use in our analysis.

2.1 Survey’s Description

In order to analyze the role that foreign ownership plays in the HRM practices that firms
apply, this paper draws from a unique survey of establishments across the Spanish man-
ufacturing sector. These data were collected in 1997 with the aim of researching several
aspects of organizational change in HRM and other areas such as quality and technology
management.

The manufacturing industry was chosen as the scope of the research for several reasons.
First, it is a sector in which heterogeneity is limited if compared, for example, to other
sectors like services where very different kinds of firms can be found. Second, in spite of
constraining the scope of the analysis, manufacturing is an industry with a very important
weight in the economy of a country. This allows to draw more general conclusions applicable
to a wider range of firms. Moreover, in manufacturing companies it is easier to measure
variables such as technology, a key element in the development of the research. Regarding
HRM practices, the survey refers to the blue-collar workers in each plant (that is, workers
involved directly in the production process). Finally, having chosen a wide scope of activities
within the manufacturing sector allows to obtain fairly general conclusions while omitting
the problems of too general heterogeneous data sets (see Ichniowski and Shaw, 2003).

The concept of manufacturing industry is clearly defined in the Clasificacion Nacional

2This data set has also been used to study incentives (see Bayo-Moriones and Huerta-Arribas, 2002, and
Bayo-Moriones et al., 2004) and HRM practices (see Bayo-Moriones and Merino-Diaz de Cerio, 2002), among

other issues.



de Actividades Economicas (National Classification of Economic Activity, CNAE, equivalent
to ISIC rev.3 activity classifications), which includes all the manufacturing industries (from
code 15 to code 37) with the exception of oil refining and the treatment of nuclear fuel (code
23).

In the survey design, it was decided that information should be collected at the plant
level. One reason behind this decision is that plants can be considered the business units
in which manufacturing firms are divided in order to introduce the practices object of our
study. HRM practices are adopted at the plant level and, as a consequence, it is at this level
of the firm where they should be studied. Furthermore, the answers of the respondents are
expected to be more reliable if they are taken at the plant. Plant managers have a great
knowledge of the day-to-day reality of the company, in contrast to managers that work in
the headquarters of the firm, perhaps several hundreds of miles far from the establishment.?

Another feature of the research scope to be decided was the size of the plants to be
analyzed. The sample includes information about establishments that employ at least fifty
workers. This limit has been used in other similar studies (see, for example, Osterman 1994)
and it serves to cover a wide spectrum of the population employed in the Spanish industry,
if compared to a lower number of employees limit. In addition, this threshold helped to
improve the quality of the fieldwork. Obtaining a reliable directory for small plants is very
difficult in the Spanish case. The reason is that it is in this group of factories where more
changes in the population take place due to new openings and closures. Once the target
population was clearly defined, the sample was designed through a stratified procedure that
took into account both industry and size. Larger plants were overrepresented to get more
representative statistics of this group of factories and to incorporate a larger number of
multinational companies, usually bigger in size.

For the aim of the research, a questionnaire was developed. It was validated through a pre-
test to several plants. After that, the preliminary version was modified incorporating some
new questions, changing others and eliminating some other in order to get the final version of
the questionnaire for the fieldwork. The different questions were clustered in several areas:
general characteristics of the establishment, technology and quality management, human

resource management, work organization, relationship with customers and suppliers, and

3As Osterman (1994) states: “The great advantage of surveying establishments, as opposed to firms, is

that the respondent in an establishment is likely to know the facts” (page 174).



information on the firm.

The questions referring to the HRM practices of the establishment are referred just
to blue-collar workers. Although, this focus could cause some problems in terms of the
generalization of the results to other professions, it was considered that concentrating just
in this occupation would make comparisons between plants more reliable, since companies
might have different HRM practices for different groups of workers. Moreover, the group of
blue-collar workers is the most numerous occupational group in the surveyed establishments.

Information was gathered by means of a personal interview to a manager of the plant.
The interview was conducted to either the plant manager or, in some other cases, to the
operations or the human resource management manager of the plant. The personal interview
was used, instead of other methods such as the postal survey, since it gives rise to a higher
response rate.

The target population, i.e. Spanish manufacturing plants with at least 50 workers, was
formed by 6,013 units in 1997. The goal for the fieldwork was to achieve a sample of one
thousand units. The number of telephone calls made to arrange the appointments with
the managers was 3,246. Among those, the number of valid interviews that finally were
conducted was 965. For the purpose of this paper we use all the information available on

the original sample.

2.2 The Variables

Tables 1a, 1b, 1c provide the definition and basic summary statistics of the variables used
in our empirical analysis. We start by defining some basic characteristics of the plants (na-
tionality of the ownership, size, age of the establishment, degree of unionization, degree of
competition faced by the firm, type of strategy, and the sector and region the establishment
belongs to). The survey also contains information on several HRM practices. These prac-
tices include 9 different areas: selection when hiring workers, training, promotion, wages,
incentives, work organization, teams, job rotation, and employee involvement in the firm. In

what follows, we describe the variables used.
[TABLES 1la, 1b, 1¢ HERE]

e Foreign



From the information contained in the survey, we are able to distinguish whether firms
are multinationals or not. The key variable in our analysis is FOREIGN which takes value
1 if the plant is owned by a foreign firm and 0 if it is owned by a Spanish firm. Around 27
per cent of plants in the sample are multinationals. The survey also provides information
regarding the nationality of multinational firms. From the whole sample, 4.5 per cent of
plants are German; 4.6 per cent are French; 2.4 per cent are from the United Kingdom; 5.5
per cent are from the United States; and 1.6 per cent are Japanese. In order to take into
account this information, we construct the dichotomous variables: GERMANY, FRANCE,
U.K., USA and JAPAN. In addition, since 5.8 per cent of the plants are from European
countries other than Germany, France and United Kingdom; and 1.16 per cent are from other
countries of the world other than the USA and Japan, we also construct two dichotomous
variables containing this information: OTHERFEU and OTHERW. Finally, 0.5 per cent of
the plants are owned by firms from two different nationalities and 0.7 per cent of plants are
owned by firms from three different nationalities. We construct the dichotomous variables
TWONAT and THREENAT to be able to use this information. Overall, we have a very
diversified sample in terms of nationality. We consider this as an additional justification for
the analysis undertaken in this paper.

o Size

From the information gathered through the survey, we construct the following two vari-
ables: SIZFE1 and SIZFE2. The first is a dichotomous variable and indicates whether the
number of employees in the plant is between 200 and 499, whereas SIZE2 indicates whether
the level of employment is greater or equal than 500. Given that the minimum size of a
plant in the data set is 50 employees, these variables allow us to distinguish between large,
medium and small establishments.

e Age of the establishment

We construct another two variables regarding the age of the establishment: AGEI and
AGE2. The variable AGE1 indicates if the plant was founded in 1960 or before that year.
The variable AGE?2 indicates if the plant was founded between 1961 and 1980. These
variables allow us to distinguish between very old, old and young firms.

e Unionization

The variable UNION states the influence of unions in the life of the plant on a scale from

one to five. The value one means a very low influence and the value five indicates a very



high influence of unions in the plant.

e Competition

The level of competition faced by the plant in the market is proxied by a dummy variable
called COMPETITION. Firms are asked if there are many other firms, some, few or none that
compete with them in the market in which they operate (whether it is regional, national,
European, etc.). The variable COMPETITION takes value one if there are many firms
operating in the same market and zero otherwise.

e Strategy

The variable QUALITY is a dummy variable that captures if the strategy followed by the
plant is based on quality more than on cost. It takes value one if quality is more important
than cost, and zero otherwise.

e Sector

In our data set we have information on the sector (CNAE, 3 digits). The sector indicators
can capture the nature of the production process which can be important for the determinants
of one HRM system or another (see, for instance, Ichniowski et al., 1997). According to the
information available, we can distinguish among 12 sectors. Therefore we proceed to generate
12 variables, SECTOR1 to SECTOR12, that take value one if the establishment belong to
that sector and zero otherwise.

e Region

The region in which the plants are located also appears in our data set. There are
17 different regions in Spain which correspond to 17 different Autonomous Communities.
Although in Spain the labor legislation is exactly the same for all regions, part of the col-
lective negotiation between unions and employers’ representatives is done at the regional
level. Therefore, it may be still important to control for possible regional effects given the
existence of potential differences in the negotiation between unions and employers of some
labor contract aspects. We proceed to generate 17 variables, REGION1 to REGION17, that
will take value one if the establishment is located in that region and zero otherwise.

e Selection Practices

Regarding the selection process when hiring new workers, our data set has information
on the different criteria used by the plants. There are five main criteria: previous experience,
skills, age, ability to acquire new knowledge and ability to work in teams. We construct five

dummy variables, SEXPERIENCE, SSKILL, SAGE, SNEWKNOW and STEAM that cap-



ture these different criteria. Each one takes value one if the specific criterion they represent
is the most important selection criterion used by the plant and zero otherwise.

e Training Practices

Regarding training, we examine the amount of it as well as its content. For the first
issue, the number of hours of training that workers receive in a yearly basis is available. This
information is captured in the variable THOURS. For the second issue, the person interviewed
had to divide this number of hours in five different categories of training: basic knowledge,
knowledge directly linked to job content, quality techniques, abilities for teamwork and
problem solving, and other training. We construct four different variables, TBASIC, TJOB,
TQUALITY and TTEAM, that capture the number of annual hours of training that workers
at the plant receive in each of the categories mentioned.

e Promotion Practices

In the area of promotion practices the survey contains information on the level of use of
internal promotions and the criteria used in these processes. For the first issue a scale of one
to five measures how many of the current supervisors and skilled technicians have been blue-
collar workers at that specific plant in the past. This information is captured by the variable
PINTERNAL. Regarding the criteria used in internal promotions, the features considered
were performance, professional qualifications, ability to become a manger and commitment
showed to the company. This gave rise to four dichotomous variables: PPERFORMANCE,
PSKILL, PMANAGER, and PCOMMIT.

e Wage Practices

Regarding wage practices, the survey contains information on both the level and the
criteria used to set worker’s pay. The compensation level policy is captured through a binary
variable, WABOVE, that takes value one if the respondent thought that manual workers in
the plant were paid above the average in the industry and the region. As far as the main
determinants of the basic wage is concerned, four dichotomous variables have been created to
gather the four criteria taken into account: job content (WJOB), skills (WSKILL), seniority
(WSENIOR) and work effectiveness (WEFFECTIVENESS). Intra-firm wage dispersion was
captured with the variable WTREND with a scale from zero to two, that indicates whether
this dispersion tends to decrease, keep the same or increase over time.

e Incentive Practices



Four practices describe the policy of the plant regarding variable pay. The first three refer
to the presence of different incentive pay schemes. We build three dummy variables that
contain the information regarding this schemes: production incentives (PRODINCENT),
quality incentives (QUALINCENT), and firm or plant incentives (FIRMINCENT'). More-
over, a fourth variable indicating the percentage of the whole pay that is contingent on some
measure of performance is used, PAYINCENT.

e Work Organization Practices

Practices aimed at describing the way work is organized at the plant are also included.
We build four variables representing the four practices that refer to organizational activities
that might take place every day at the work place: setting up the machines (SETUP-
MACH), carrying out equipment maintenance (MAINTENANCE), analyzing the outcomes
(DATANALYSIS), and self-planning and organizing (SELFPLAN). We construct two other
variables that refer to events that only occasionally happen in the life of the plant, such
as collaborating in the training of new workers (COLTRAINEW), and participating in job
design (JOBDESIGN). All of them are measured on a scale of zero to 10.

e High-Performance Work Practices

Finally, several high-performance work practices directed at encouraging workers par-
ticipation and giving them voice in the plant are incorporated. To account for this, we
construct a variable with the percentage of workers that take part in self-autonomous teams,
AUTONTEAMS. We also have information on the use of job rotation at the plant level. We
construct a dummy variable, JOBROTATION, that takes value one if there is job rotation
in the plant and zero otherwise. Finally, five other employee involvement practices are stud-
ied. We construct five dummy variables to account for suggestion systems (SUGSYSTEM ),
quality circles or another kind of improvement groups (IMPROGROUPS), attitude surveys
(ATTISURVEYS), meetings between managers and employees (INFORMEET), and the
celebration of open-door days at the plant (OPENDOOR).

3 Empirical Strategy

In order to analyze the role that foreign ownership plays on HRM practices, our empirical
strategy is executed in two steps. In both of them a large number of practices are examined

which refer to the different areas covered under HRM. The first step consists on the descrip-
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tion of the HRM practices adopted both in Spanish owned plants and foreign-owned plants.
This part of the analysis shows the extent to which practices are being used in the Span-
ish manufacturing industry depending on the presence or not of multinational ownership.
The differences in HRM practices between both groups of firms are tested using a variance
analysis.

Furthermore, we undertake an additional variance analysis based on the nationality of the
multinational. The countries of origin of the multinationals that appear in our sample are
very heterogeneous. We have specifically considered those multinationals which countries
of origin are Germany, France, United Kingdom, USA and Japan, due to their relevance
and their importance in our sample. Moreover, we have grouped under the heading “Other
European”, those plants owned by companies from other European countries such as Italy,
Sweden or the Netherlands. Plants owned by other countries, like Brazil, Mexico or South
Africa have also been taken into account under the heading “Other World”. Finally, we also
consider a minority of plants that are owned by firms of two or three different nationalities.

The conclusions of our variance analysis will lead us to undertake the next step in our
empirical analysis. In this second step, we perform a multivariate analysis. This analysis
intends to discover if the significant differences observed in the descriptive analysis between
Spanish and foreign-owned plants have their origin in the type of ownership or are due to dif-
ferences in other characteristics of the plants. We estimate different models to understand if
these differences in HRM practices remain after controlling for different firm’s characteristics
including sectorial and regional indicators.* The idea is simple, since Spanish and foreign
owned firms differ in these observable characteristics, it is important to understand if the
difference in practices arises because of them. The different multivariate techniques used
depend on the nature of the dependent variable. In those practices that are measured by a
binary variable, a probit analysis has been performed. If the practice was measured using
several ordered categories, an ordered probit model was used instead. When the practice
to be analyzed was measured by a quantitative variable, the technique applied was linear
regression. Finally, if the variable was censored, tobit estimations were calculated.

Therefore, in this second step, we first perform the multivariate analysis considering a

foreign dummy variable along with other controls. For those practices in which the for-

4The variables used as controls are the following: SIZE1, SIZE2, AGE1, AGE2, UNION, COMPETI-
TION, STRATEGY, SECTOR1 to SECTOR12 and REGIONI to REGION17.
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eign dummy remains significant, we then undertake a second analysis in which we further

investigate which nationalities of these foreign owned firms drive the results.

4 Descriptive Analysis

The first analysis consists on the description of firms characteristics as well as the adoption
of HRM practices both in Spanish owned plants and foreign-owned plants. Table 2 provides
summary statistics of these variables distinguishing between Spanish and foreign owned
companies. The statistical significance of the difference in the mean value of these variables
is presented through the p-value. In table 3 we undertake the same analysis distinguishing

by the nationality of the firm.

4.1 HRM Practices and Multinationals

We first investigate at the descriptive level whether Spanish and foreign owned firms are dif-
ferent regarding plant characteristics and the practices they apply in relation with personnel
selection, training, promotion, wages, incentives, work organization, teams organization, job

rotation and employee involvement.
[TABLES 2a, 2b, 2c HERE]

We start our analysis concentrating in plant characteristics. As table 2a shows, multina-
tional firms tend to be larger than Spanish firms. However, in terms of age, there is no much
difference between multinational and national firms. The influence of unions tends to be a
bit larger in multinational firms and fewer multinational firms have many competitors in the
market in which they operate. Moreover multinational firms consider that quality is more
important than cost in terms of firm’s strategy. Finally, there are significant differences in
terms of industries and regions between Spanish and foreign owned firms.’?

It is important to highlight these differences because it is in these characteristics where
we can find the reason behind the adoption or not of certain HRM practices. And therefore,
these characteristics should be considered when analyzing the differences in HRM practices

between national and foreign owned firms.

>This information is not reported in table 1 given the lack of space but is available upon request.
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Regarding selection practices, table 2a also shows that multinational firms are less likely
to select workers on the basis of experience than national firms. In addition, multinational
firms are more likely to select workers on the basis of their skills. There is no significant
difference between the hiring criteria of national and multinational firms.

Training practices are present in table 2a as well. The results show that multinational
firms train around 5 hours more per year than Spanish firms. Furthermore, regarding the
type of training, multinational firms are more likely to offer training in quality related topics
than Spanish firms. With respect to the other forms of training, the difference in training
strategies are not significantly different between foreign and Spanish firms.

Regarding promotion practices, information is available on whether firms opt for an
internal promotion policy or not. Table 2b shows that multinational firms tend to promote
internally their workers less frequently than Spanish firms. Regarding promotion of workers,
the data set also has information on the different criteria used to promote. Table 2b shows
that multinational firms are less likely to promote workers on the basis of performance and
more likely to promote on the basis of skills than national firms. However, the hiring criteria
do not seem to be significantly different between national and multinational firms.

Wage practices also appear in our data set. We find that foreign firms pay higher wages
than similar indigenous firms in the same industry and region. Also, as table 2b shows,
multinational firms are more likely to base their employees’ pay on the basis of their skills
and less likely to base it on work effectiveness.

Regarding incentive practices, multinational firms tend to provide less incentives based
on worker’s production and more on firm and plant results. Moreover, multinational firms
offer less incentives, measured in terms of the percentage of the total worker’s pay that is
variable, than local firms. While in relation with work organization practices, foreign firms
are more likely to allow for analysis of outcomes, self-planning and organizing, as well as
collaboration in the training of new workers.

Finally, with respect to high-performance work practices, as table 2c shows, multinational
firms are more likely to have a higher percentage of workers that take part in self-autonomous
teams. Similarly, there is more job rotation at the plant level in foreign firms than in Spanish
firms. And multinational firms are more likely to undertake different employee involvement

practices.

13



Overall, our results show statistically significant differences for HRM practices in 23 out
of 38 practices considered. That is, in 60 per cent of the practices considered. Therefore, we
observe global differences in the way human resources are managed. These findings justify

to further analyze the factors behind these differences.

4.2 HRM Practices and the Nationality of Firms

Next we undertake a similar analysis distinguishing among the different nationalities of the
multinational firms. Table 3 includes the information about the extent of HRM practices
in foreign-owned plants according to their country of origin. As we mentioned before, the
nationalities of the multinationals represented in our sample are very heterogeneous and

these is reflected in the different columns of table 3.
[TABLE 3a, 3b HERE]

Regarding selection practices, variations are found in the criteria used when a new worker
has to be hired. These variations come especially from Japanese firms. In this case less
attention is devoted to previous experience in other jobs and more to age. We also find
that companies from other non-European countries prefer to base the hiring of a new worker
mostly in experience.

In the area of training, the behavior of plants in terms of the amount of total annual hours
of training provided to workers is quite similar. However, this does not apply to the content.
For instance, establishments owned by French and US companies put more emphasis than
the rest in training aimed at improving the ability to work in teams and to solve the problems
they might face in their job.

In relation with promotion practices, and as long as internal promotions are concerned,
nationality of parent country does not seem to play any role in explaining the decisions of
foreign-owned firms. We have not found any differences either in the degree of use or in the
criteria employed in determining the winners of the promotions.

With respect to wage practices, there are some interesting differences. Whereas the
factors considered in fixing basic wages in multinational firms do not seem to be affected by
their nationality, the same does not seem to happen regarding variable pay.

With respect to incentive practices, German companies are the ones that present a dif-

ferential behavior. Around 63 per cent of their plants in Spain use production incentives
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to reward their manual workers. Besides that, the weight that the variable pay has in the
total pay of employees is 13.18 per cent.® The low diffusion of production incentives in
British-owned plants (30 per cent) is a feature that must also be underlined.

Regarding work organization practices all the establishments seem to have adopted a
similar focus. The same does not apply to the introduction of some of the high-performance
work practices analyzed. Participation in autonomous work teams reaches higher levels in
German-, French- and US-owned plants and lower in the case of British- and Japanese-owned
plants. Slightly different results are obtained for job rotation, for which the rate of diffusion
is higher for US and Japan, and lower for Germany and Britain. Finally, no significant
differences are found by nationality regarding employee involvement practices.

Overall, when comparing different non Spanish firms, our results show statistically sig-
nificant differences in 8 HRM practices out of 38 considered. We do not observe global

differences in the way human resources are managed.

5 Results

Following the structure of the previous section, we first describe the results obtained using
the multivariate analysis with control variables in terms of a broad measure of multinationals.
Then we perform the same type of analysis making a finer distinction as we take into account

the nationality of firms.

5.1 HRM Practices and Multinationals

The results concerning HRM practices and foreign owned firms can be found in tables 4
to 10. In these tables we display the results of the multivariate analysis performed. The
multivariate techniques used depend on the nature of the dependent variable.

Based on the results from table 2a, we further analyze what drives the differences observed
in selection practices. The practices analyzed were measured by a binary variable, so probit
models are estimated in table 4. Are multinational firms less likely to use experience as
a selection criteria because these firms are characterized in such a way that experience is

less important for them than for national firms? This could be the case, for example, if

6This is a high percentage in comparison with other nationalities for which this percentage range from 6

to 8 per cent.
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multinational firms invest more in new technologies that require younger workers with more
modern skills (see Lazear, 1997, and Almeida, 2003). Alternatively, there could be a genuine
effect of being multinational. In order to test this possibility, we estimate a probit model for
the probability of implementing such a policy as a function of being a multinational firm as

well as other characteristics. Table 4 reports the results of this exercise.
[TABLE 4 HERE]

The first two columns on table 4 analyze the experience criteria when selecting workers,
while columns (3) and (4) analyze the skills criteria when hiring new workers. The first
and third columns express the same findings as in table 2a. That is, foreign firms are less
likely to use experience as the main criteria for selection while it is also true that they are
more likely to use skills as the main criteria for selection. Columns (2) and (4) replicate the
estimations including a set of controls to understand the robustness of the foreign dummy.
As can be seen, the variable multinational is still negative and statistically different from
zero for experience but the significance goes away for the case of hiring based on skills. This
is basically due to the fact that larger firms and firms that face less competition are more
likely to undertake the selection based on skills. As discussed above, multinationals tend to
be larger and face less competition, so once we control for these characteristics the coefficient
for the variable SSKILL on the multinational variable fades away.

In table 5 we further investigate the evidence regarding training practices that arise from
table 2a. Since the variables used in this case are censored, tobit estimations were performed
in this occasion. We want to understand if the differences observed are due to particular

characteristics of multinationals or if there is multinational effect beyond these.
[TABLE 5 HERE]

In the first two columns we estimate a tobit model for the number of training hours. The
inclusion of several controls reduces the coefficient on the multinational variable to zero. This
is mainly driven by the fact that medium size firms are more likely to undertake this policy.
Columns (3) and (4) show the results of a tobit model for the hours of training in quality
techniques. The results reveal that, even after including several controls, multinational firms
are more likely to provide training related to quality issues.

Based on the facts observed on table 2b, we further analyze what drives the differences in

promotion practices between multinationals and local firms. Since the first practice analyzed
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was measured using several ordered categories, we estimate an ordered probit in columns (1)
and (2). The other two practices analyzed are measured by a binary variable and, therefore,
probit models are estimated in columns (3) to (6). The results of these estimations appear

in table 6.

[TABLE 6 HERE]

Columns (1) and (2) of table 6 analyze internal promotion. Even after including controls,
multinational firms are less likely to promote internally their employees. Columns (3) to (6)
analyze the different promotion criteria used by multinational and foreign firms. Columns
(3) and (4) analyze worker performance and columns (5) and (6) analyze skills. The third
and fifth columns display the same findings that those found in table 2b. However, columns
(4) and (6) show that once we include appropriate controls, these results fade away. That
is, the reason why foreign firms have different practices of promotion is mainly due to the
fact that they are different to begin with. The main control that drives these results is the
effect of large firms as well as regional dummies.

Table 7 analyzes wage practices. Since the first two practices analyzed were measured by
a binary variable, probit models are estimated in columns (1) to (4). The other two practices
were measured using several ordered categories and, therefore, we estimate ordered probit
models in columns (5) to (8). Columns (1) and (2) analyze wage levels. Column (1) shows
the same finding as in table 2b, that is, foreign owned firms are more likely to pay higher
wages than similar firms in the industry and region in comparison with Spanish firms. As
column (2) shows, this effect fades away once relevant controls are considered. In particular,
large firms, firms in which firms have higher influence and certain regional dummies drive

these new results.
[TABLE 7 HERE]

Re