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AHHOmauusn

Il mozo umobbl n0020MOBUMb WKOIbHBIX TUOEPO8 OblMb NUOHEPAMU
npoucxooum 6Heopexue MEXHON02UU 8 WKOAAX, MUOepcKue 00pazosamenbHble
NpoOSPaAMMbL  HECYm — OMEEMCMEEHHOCMb 34  NO020MOBKY U HOOOEPIHCKY
UCNOIL308AHUS MEXHOLO2UL 8 WKOJIAX, Ce200Hs U 8 0)YOVIeM.

Yacmuvle cmpaxosvie KOMNAHUU, CHOHCUPYEMblE NPAGUMENbCHIEOM
acenmcemea (makue kax CIIA Overseas Private Investment Corporation), u
MHO20CMOPOHHUE Opeanuzayuu (Hanpumep, Muozocmopontee azenmcmeo no
2aPaAHMUPOBAHUI0 UHBECTNUYUL) 0beCneuusarom CmpaxoevlM NOAUCAM 3AUUIY
NPAMBIX UHOCTIPAHHBIX UHBECIUYULL O IKCIPONPUAYUU AKIMUBOS, MENCO0YCcobUY,
60UH U HeKoHgepmupyemocmu eaniomsl. Pacxoowl, ceszanHble ¢ NOKYNKOU
CMpAxoeKuy, COCMAGNAIOM YACMb NPeMuu, KOmopas npeviuidem o0xicuddaemvle
nomepu gupmul.

Abstract
Private insurers, government-sponsored agencies (such as the U.S. Over-
seas Private Investment Corporation), and multilateral organizations (for example,
the Multilateral Investment Guarantee Agency) provide insurance policies pro-
tecting foreign direct investments against expropriation of assets, civil strife, war,
and currency inconvertibility. The cost associated with purchasing insurance is the
portion of the premium, which exceeds the expected value of the firm's loss.

Private insurers, government-sponsored agencies (such as the U.S. Overseas Private
Investment Corporation), and multilateral organizations (for example, the Multilateral Investment
Guarantee Agency) provide insurance policies protecting foreign direct investments against
expropriation of assets, civil strife, war, and currency inconvertibility. With the exceptions of
product liability and worker disability, insurance coverage for exposures to industry and firm
uncertainties is limited. The cost associated with purchasing insurance is the portion of the
premium, which exceeds the expected value of the firm's loss. This payment in excess of the
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expected value of the loss covers the insurance company's operating expenses as well as the implicit
costs of moral hazard and adverse selection [3].

I think that the insurance is a worthwhile expense that decreases the uncertainty of the
workers and the workplaces.

Where the possibilities for forward and futures contracting or insuring against possible
losses are limited because of a lack of market development: the risk management focus shifts from
financial practices to strategic moves that reduce exposures to environmental uncertainties [3].

The contracts are very important for the stability.

Many employment relations are only incompletely regulated by explicit contracts, giving
employees discretion over their effort choices. In addition, these relations are embedded in a context
of repeated interactions between employers and employees. We also know from a large experi-
mental literature — which provides evidence from many different countries, from studies involving
high stakes, and from nationally representative experiments — that a substantial share of the people
exhibits (reference-dependent) social preferences and concerns for fair outcomes [1]. I think that
sometimes the use of temporary employees and fixed-term contracts can be correlated negatively
with process of innovation in some cases and at other cases it can be correlated positively with it.

The relation between labor market flexibility and innovation type is a complex one. While
functional flexibility and low labor turnover is significantly positively correlated with all categories
of innovation, increased use of part-time employees is negatively correlated with all categories of
innovation (although only significantly so for process innovation). The use of temporary employees
and fixed-term contracts is significantly negatively correlated with process innovation, as well as
with the overall probability of innovating. Therefore, it is possible that the use of flexible work
practices may not have such a significant negative relation with innovation for service-sector firms
[2]. T think that minimum wages is an instrument that controls the fair wages.

The prevalence of fair-minded workers in the labor market may also have important new
implications for policy. The reason is that policy measures may influence the reference point
relative to which workers evaluate the fairness of their employment situation. We illustrate this
possibility with one of the most wide-spread instruments of labor market interventions: minimum
wage legislation. We discuss experimental evidence which shows that changes in the level of the
minimum wage strongly affect what subjects perceive as the fair wage. In particular, a rise in mini-
mum wages also raises reservation wages, implying that the effect of minimum wages on wages and
employment may be very different from that which standard labor market theories predict. Further-
more, since the effects of increases and decreases in minimum wages turn out to be asymmetric, mi-
nimum wage policy may have effects that prevail even after the policy has been reverted [1]. Unlike
control and cooperation strategies which attempt to increase the predictability of important environ-
mental contingencies, flexibility responses increase internal responsiveness while leaving the pre-
dictability of external factors unchanged. The most widely cited example of flexibility in the strate-
gy literature is product or geographic market diversification Diversification reduces firm risk
through involvement in various product lines and/or geographic markets with returns that are less
than perfectly correlated. There is some evidence that related product diversification is more likely
to achieve favorable risk/return performance than unrelated diversification. Rugman[3] found that
multinational diversification decreases the variability of firms' rates of return on. I think that the
firm has to adapt itself to the uncertain environment.

A firm's strategy deals with the alignment of the organization to its uncertain environment.
As such, organizational strategic choices determine a firm's exposure to uncertain environmental
and organizational components that impact firm performance. "Exposure" refers to the sensitivity of
a firm or project's cash flows to changes in any of a number of interrelated uncertain variables [3].

The most common measures of performance in this literature are labor productivity; measu-
res of quality and financial performance; employee turnover; absenteeism; and industrial disputes.
Perhaps surprisingly, given its strategic importance to firms’ competitive advantage and sustained
performance, the link between human resource management (HRM) practices and firms’ innovative
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activities has received only minimal attention in the literature. The lack of research into this parti-
cular link may reflect, to some extent at least, the difficulties in measuring and categorizing ‘inno-
vative’ activities, as well as perhaps the ways in which innovation is viewed by economists and
management researchers respectively. While financial performance is generally regarded in both the
economics and management literature as a ‘bottom-line’ measure of performance, innovation is vie-
wed slightly differently by these literatures. In the management literature, innovation is often
regarded as an intermediate variable, in particular, as a proxy for business strategy In contrast, in
the economics literature, innovation is generally regarded as a key indicator not only of firm perfor-
mance, but also as an integral part of the process of economic growth at the national level We are
not suggesting that innovation is necessarily ‘pigeon-holed’ in this way in all contributions to these
separate literatures, but this general pattern may nevertheless help to explain to some extent the
rather different emphasis and analytical treatment of innovation across the two literatures [2].

At the firm level there are three principal means of securing flexibility. Numerical flexibi-
lity, which is the ability of firms to change the number of people they employ by making use of part
time, temporary and seasonal employees, and short fixed-term contracts, freelance work, and home-
work or outwork (also referred to by Beatson as ‘flexibility on the extensive margin’). Such wor-
king arrangements are also frequently referred to as ‘non-standard employment’. Functional flexibi-
lity is the ability of firms to vary the amount of labor they use without resorting to the external labor
market, and is accomplished primarily by having a labor force that is able to carry out a wide range
of tasks — that is, the ability to move workers from one task to another (also referred to by Beatson
as ‘flexibility on the intensive margin’). Wage or reward flexibility is the ability of pay and
payment systems to respond to labor market conditions and to reward and encourage improved
performance (for example, performance-related pay). After analyzing the use of non-standard
employment from the 1998 Workplace Employee Relations Survey, “the increased use of part-time
workers and short fixed-term contracts during the 1990s, together with the increased use of agency
temps over the series as a whole, all ably illustrate how the character of jobs and, more particularly,
workplaces has developed in recent years” [2].

Summary.

One of the most significant and consistent empirical findings in this literature is that while
groups or clusters of ‘complementary’ HRM practices have large effects on productivity, changes in
individual work practices have only a minimal effect Complementarities among the following spe-
cific practices which span seven different HRM areas have been identified in particular: incentive
compensation plans, extensive recruitment and selection, work teams, employment security, flexible
job assignment, skills training, and labor-management communication. Adopting this entire com-
plement of practices across all seven HRM policy areas will produce the highest level of producti-
vity. Firms that adopt a wide range of complementary work practices are often referred to as having
‘high performance work systems’ or as being ‘high commitment’ organizations or ‘transformed
workplaces [2].
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