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ABSTRACT

The study examined the localization tendency in different human resource
management functions and identified the host-country factors related to the
localization tendency in HRM functions. Secondly, the localization tendency in the
overall HRM practices of MNCs was investigated and the organizational factors
related to the overall localization tendency in MNCs were pointed out. Thirdly, the
satisfaction level of HR managers and the perceived satisfaction level of employees
by HR managers with the degree of localization tendency in the overall HRM
practices were measured. A total of 51 MNC subsidiaries having headquarters in
USA, Europe or Japan participated in the study. Results overall indicate that the
Turkish culture and the labor market conditions are the two host-country factors that
are perceived to be related to the localization in HRM functions. Furthermore having
a polycentric management orientation and a relatively high number of expatriates are
associated with the overall localization tendency in HRM practices of MNCs. The
other factor moderately related to the localization tendency in MNCs is headquarter-
to-subsidiary flow. Finally, the satisfaction level of HR managers and perceived
satisfaction level of employees by HR managers is not related to the localization of

HRM practices.

Keywords: Localization, Global Standardization, HRM Practices, MNCs



OZET

Bu calismanin amaci Tiirkiye’deki yabanci sermayeli firmalarin farkli insan
kaynaklar1 uygulamalarinda lokalizasyon tercihlerini ne yonde kullandiklarini
anlamak ve lokalizasyonla iligkili yerel faktorleri belirlemek; tiim insan kaynaklar1
uygulamalarindaki lokalizasyon tercihini ve lokalizasyonla iligkili organizasyonel
faktorleri belirlemek; insan kaynaklar1 yoneticilerinin insan kaynaklari
uygulamalarindaki lokalizasyon derecesinden memnuniyet diizeyi ile ¢alisanlarin
insan kaynaklar1 yoneticileri tarafindan algilanan memnuniyet diizeylerini
belirlemektir. Merkez firmalar1 Amerika, Avrupa ya da Japonya’da olan toplam 51
tane cokuluslu sirketin Tiirkiye subesi aragtirmaya katilmistir. Sonuclar genel olarak,
Tiirk kiiltiirii ve iggiicli piyasasinin insan kaynaklari uygulamalarindaki
lokalizasyonla iliskili yerel faktorler oldugunu gostermektedir. Ayrica, cok merkezli
yonetim yaklasimina ve goreceli olarak ¢ok sayida yabanci yoneticiye sahip olmak,
tiim insan kaynaklar1 uygulamalarindaki lokalizasyon tercihi ile iligkili
organizasyonel faktorlerdir. Bunun disinda, merkez firmadan subeye olan akis da
tiim insan kaynaklar1 uygulamalarindaki lokalizasyon tercihi ile kismen iliskilidir.
Son olarak, insan kaynaklar1 yoneticilerinin lokalizasyon derecesinden memnuniyet
diizeyi ve ¢alisanlarin insan kaynaklar1 yoneticileri tarafindan algilanan memnuniyet
diizeyleri ile tiim insan kaynaklar1 uygulamalarindaki lokalizasyon tercihi arasinda

bir iligki yoktur.

Anahtar Sozciikler: Lokalizasyon, Global Standardizasyon, Insan Kaynaklari

Uygulamalari, Cokuluslu Sirketler
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Chapter 1: Introduction 1

Chapter 1

INTRODUCTION

Multinational corporation (MNC) is defined as an enterprise owning and
controlling facilities in more than one country and performing multinational
transactions subject to the effects of the host country environment and global
standards of the enterprise (Dunning, 1971; Sundaram & Black, 1992). “Generally
the MNCs have their headquarters in one country and operate wholly or partially
owned subsidiaries in one or more other countries. These corporations originated
early in the 20th century and proliferated after World War II. Typically, a
multinational corporation develops new products in its native country and
manufactures them abroad, often in Third World nations, thus gaining trade
advantages and economies of labor and materials. Almost all the largest
multinational firms are American, Japanese, or European. During the last two
decades of the 20th century many smaller corporations also became multinational,
some of them in developing nations. Such enterprises create employment, create
wealth, and improve technology in countries that are in direct need of such

development.” (www.encyclopedia.com)

MNCs are represented by subsidiaries spread throughout the world and these
subsidiaries should be coordinated or integrated in some form and degree (Bartlett &
Ghoshal, 1991). According to Rosenzweig and Singh (1991), there are two

conflicting demands on the overseas subsidiaries: demand for internal consistency
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with the rest of the company and demand for external consistency with the local
environment. These two important but usually contradictory pressures are defined as
global integration (or global standardization) versus local responsiveness (or
localization) (Doz, Barlett & Prahalad, 1981). MNC:s try to find a balance between
the two sets of pressures in order to increase their productivity whereby global
standardization is derived from the need of increasing the operational efficiency,
effective knowledge management and resource sharing across operational locations
(Bartlett & Ghoshal, 1991; Doz & Prahalad, 1981; Rosenzweig & Singh, 1991), and
localization is a result of the adaptation needs to the host environment such as local
market conditions, institutions and cultural norms (Palich & Gomez-Mejia, 1999).
Humes (1993) stated that the world’s leading companies have been globalizing,
expanding their operations across country and continental borders to increase their
global customer and market share. At the same time, they have been localized
moving more operations closer to their geographically dispersed customers so that
they can respond more effectively to local conditions and compete more effectively

with local companies.

These conflicting demands also influence the human resource management
practices in multinational corporations (Rosenzweig & Singh, 1991). Among various
business functions (e.g., finance, marketing, manufacturing), human resource
management practices have been shown to be the most adherent to local practices
(Kobayashi, 1982). The reasons include the fact that human resource management
has distinguishing national and regional characteristics (Brewster, 1995), HRM is

vital to the success of internationalization attempts, and it has extensive effects on
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the employees in organizations (Schuler & Florkowski, 1994). Human resource
management practices are more often regulated by the local legal context or shaped
by the local culture. In addition, MNCs can not deviate too much from local practices
since their subsidiaries have to hire employees from the local labor market in an

attempt to attract the best talents.

The first purpose of this study is to examine the localization tendency in
different human resource management (HRM) functions (i.e., recruitment and
selection, performance appraisal, training and development, compensation and
benefits) and identify the host-country factors (i.e., the Turkish culture, the legal
context and the labor market conditions) that are related to the localization tendency
in each HRM function. The second purpose of this study is to examine the
localization tendency in the overall HRM practices of MNCs and identify the
organizational factors (i.e., the nationality of parent company, management
orientation, headquarter-to-subsidiary flow, industry, percentage of foreign
ownership) related to the overall localization tendency in MNCs. The third purpose
of this study is to examine the satisfaction level of HR managers and the perceived
satisfaction level of employees by HR managers with the degree of localization

tendency in the overall HRM practices.

The motivation for conducting this study is based on the literature of
industrial and organizational psychology. Productivity of an organization and well-
being of employees are two foci of industrial and organizational psychology. It can

be argued that the first two purposes of the present study, alas indirectly, are related
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to the productivity of organizations whereas the third purpose is related to the well-

being of employees.

Most of the previous studies on HRM practices in MNC subsidiaries had a
single measure of the degree to which MNCs opt for global standardization versus
localization in their HRM practices (e.g., Bjorkman & Lu, 1997). This is not
sufficient because as shown in Rosenzweig and Nohria’s study (1994), different
HRM practices have different levels of localization. The present study hopes to make
a contribution to the literature by looking at the level of localization in HRM
practices of MNC subsidiaries in each of the four key functions, separately:
recruitment and selection, performance appraisal, training and development,
compensation and benefits. Furthermore, the study will examine the extent of
localization in different practices within each HRM function. For example, whether
job vacancies are filled from internal or external sources is a practice within the
recruitment and selection function. Moreover, the host-country factors (i.e., the
Turkish culture, the legal context and the labor market conditions) related to the
localization tendency in each HRM function of MNC subsidiaries in Turkey are also

examined in this study.

The result of the study will help MNC:s in the design and implementation of
their HRM practices and serve as a benchmark for potential foreign investors. Firstly,
the MNCs will see if localization of HRM practices lead to an increase in employee
satisfaction. Secondly, it will show the practices of different firms from different

nationalities (e.g., USA, Japan). Thirdly, it will reveal which HRM function and
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practices are more localized and why. Finally, it will show what types of
organizational factors (e.g., management orientation, industry) are related to the
localization or global standardization. Almost no study up to now has gone so far to
look at the results of the global standardization or localization choices. This study
will contribute to the literature by inspecting the relationship between the localization
tendency and employee satisfaction and therefore attempting to answer the ‘so what’
question. This topic is of special importance for MNC subsidiaries in developing
countries since it is necessary to determine if employees favor localized practices or
the globally standardized practices of Western countries, which are usually referred
to as best practices, in order to make a better judgment between localization and

global standardization.

In order to examine the contingencies influencing the localization tendency,
studies should compare HRM practices across MNC parent countries, across
different industries and across different ownership structures of foreign affiliates
(Schuler, Dowling & De Cieri, 1993). Most of the studies up to now have only
focused on one of these contingencies at a time. The present study aims at filling the
void by examining the localization tendency in HRM practices of subsidiaries across
MNC parent countries (i.e., US, Europe, Japan), industries (i.e., Multi-domestic vs.
Global) and ownership status of subsidiaries (i.e., Joint Venture vs. Wholly Owned),

simultaneously.
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Chapter 2

LITERATURE REVIEW

There are three sections in this chapter dedicated to the review of literature
related to the three distinct purposes of the study. The first section presents the
literature on the host-country factors (i.e., the Turkish culture, the legal context and
the labor market conditions) related to the localization tendency in each HRM
function. The second section presents the literature on the organizational factors (i.e.,
nationality of parent company, management orientation, percentage of foreign
ownership, industry, headquarter-to-subsidiary flow) related to the localization
tendency in MNCs. Lastly, the third section presents the literature on the relationship

between localization and employee satisfaction.

2.1 Host-country Factors Related to the Localization Tendency in each HRM

Jfunction

There are different theories which attempt to explain the host-country factors
related to the localization of organizational practices in MNCs. Institutional Theory
(DiMaggio & Powell, 1983; Meyer & Rowan, 1977) discusses the significance of the
relationship of the organizational practices with the larger social, legal and political
context. This framework is based on the construct of isomorphism, which states that
each unit in a population is forced to resemble other units in the same environment

(Hannan & Freeman, 1977). Fennell (1980) argue that there are two types of
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isomorphism. Competitive isomorphism emphasizes the importance of market
conditions, whereas institutional isomorphism highlights the importance of political
power and institutional legitimacy (Aldrich, 1979). The Institutional Theory states
that subsidiary practices may have to conform to local regulations and laws as well
as cultural expectations of the society which in turn force them to resemble local
practices. This is referred to as ‘coercive isomorphism’. Additionally, subsidiaries
may try to imitate the practices of local firms as an adaptation strategy to the local
market, which is called ‘mimetic isomorphism’. Lastly, the competitive pressures
might lead MNC subsidiaries to employ local practices through ‘normative
isomorphism’ where normative pressures of industries to which organizations belong

force them to conform to some industry-specific rules or practices.

Localization of HRM practices due to the cultural context is one of the most
important contextual factors addressed in this study. The Model of Culture Fit
proposed by Aycan and her associates have shown how cultural context explains
variations in HRM practices (Aycan, Kanungo, Mendonca, Yu, Deller, Stahl &
Kurshid, 2000). This model differentiates between the enterprise environment and
socio-cultural environment as external factors affecting organizational culture and
HRM practices. The effect of culture is proposed to be seen at two different levels.
At the most fundamental level, common managerial beliefs and assumptions shape
the organizational culture. On the one hand, task-driven assumptions are influenced
by the enterprise environment, such as industry and ownership status; on the other
hand, employee-related assumptions are influenced by the societal level culture

including shared values of societies’ members. The managerial assumptions,
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especially the employee-related ones, influence HRM practices. For example, in
societies which value fatalism, managers assume that employee nature can not
change (i.e., low malleability assumption). Based on this assumption, they do not
find it necessary to attach rewards to performance which would have helped
employees to modify their behavior. Other authors (e.g., Tayeb, 1995) also suggested
that the ‘what” question in HRM practices may be universal (e.g., performance

appraisal), but the ‘how’ question is culture-specific (e.g., how to give performance

feedback).

The Resource Dependency Theory (Barney, 1991; Pfeffer & Salancik, 1978)
states that since an organization is not able to create all of the resources essential to
run its operations, it should enter into transactions with players in its surroundings
that can provide the necessary resources and services. These may be material
resources as well as human resources. For effective human resource management,
availability of local talent is critical and this is directly related to the conditions of the
labor market (Beechler & Yang; 1994). As organizations rely on these local talents
as resources, they should consider the conditions of the labor market in order to
utilize these resources the best way they can. So, labor market conditions are

expected to be related to the localization tendency in organizational practices.

As stated above, the Institutional Theory and the Culture Fit Model
emphasize the importance of legal context and culture as heavily affecting the
organizational practices, whereas the Resource Dependency Theory highlights the

importance of local labor market conditions. Despite the fact that there are other
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host-country factors like political and social conditions cited in other studies (e.g.
Schuler, Dowling & De Cieri, 1993), the current study limits its scope to these three
factors as they are the most proximal factors influencing localization of HRM

practices.

In this study, legal context refers to the basic legal structure of a particular
country with special reference to employment and labor laws (Schuler, Dowling &
De Cieri, 1993). Local culture refers to the set of values, beliefs and practices of the
local society that differentiates it from others in meaningful ways (Hofstede, 2001;
House, Hanges, Javidan, Dorfman & Gupta, 2004; Schwartz & Bilsky, 1990). Labor
market conditions refer to the availability of human capital with the desired skills and

qualifications.

It can be argued that the three host-country factors included in the study are
interdependent to one another to some extent. However, legal context and labor
market conditions have their own structural characteristics and therefore they can be
considered independently from the cultural context. Many studies up to now
regarding this topic (e.g. Beechler & Yang, 1994; Gamble, 2003; Rosenzweig &
Nohria, 1994; Schuler, Dowling & De Cieri, 1993) have also taken these factors as
independent from one another. Therefore, this study assumes that these three factors
are independent enough to study their impact on the localization tendency in HRM

practices, separately.
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The legal framework, labor market conditions, and the local culture differ
from one country to another and constrain the ability of MNCs to transfer HRM
practices to local units (Jackson, 2002). However, the effect of local culture, legal
context and labor market conditions is not equal across all HRM functions and
practices. According to Rosenzweig and Nohria (1994), HRM practices for which
there are well defined local norms are more likely to conform to the practices of local
companies compared to those for which there are diffuse or poorly defined local
norms, or those which are considered to be critical in maintaining internal
consistency across all local units. From this point of view, the next step is to identify
which HRM practices are more likely to conform to local norms, which are less
likely, and why. HRM functions that are most significant to the strategic needs of
MNC:s include those related to recruitment and selection, performance appraisal,
training and development and compensation and benefits (Dowling & Schuler, 1990;
Hiltrop, 2002). The following section discusses the theoretical bases related to the

localization tendency in these HRM functions in more detail.

It is expected that recruitment and selection practices tend to comply with
local practices since the subsidiaries hire local employees and should take local
context, especially host country culture and labor market conditions, into account in
order to attract the best candidates. For example, in collectivistic countries
organizations heavily rely on social networks and word-of-mouth in finding
applicants, rather than use widespread recruitment channels, because in such cultures
interpersonal trust and harmony are more important than technical skills and

competencies (Aycan, 2005). The empirical study of Huo, Huang and Napier (2002)
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revealed that there was more localization than global standardization in the
recruitment and selection criteria. The study of Bjorkman and Lu (1999)
demonstrated that there was an intense requirement to localize the approaches
employed for the selection function in order to fit local cultural values and norms in
traditional cultures which are characterized by collectivism and hierarchical power
relationships. Labor market conditions will also affect localization tendency since
widespread recruitment channels are used in labor markets where it is relatively easy
to find applicants with good qualifications, whereas social networks and word-of-
mouth are of greater importance in labor markets where the number of talented
candidates is low. The legal regulations in Turkey regarding the selection process are
not as effective as they are in other practices or in other countries (e.g. the equal
employment opportunity in the US). Therefore, it is expected that the effect of the
legal context on the localization tendency of the recruitment and selection function

will not be as strong as the effect of the Turkish culture and labor market conditions.

Hypothesis 1: Localization tendency in the recruitment and selection function
will be reported to be mostly affected by the Turkish culture and the labor market

conditions by local HR managers.

Performance appraisal is another HRM function that is expected to resemble
local practices. It is expected that the local culture and the legal context will play the
key roles in the localization of performance appraisal. Some practices under this
function such as communication of performance feedback are sensitive to the cultural

context. Aycan (2005) observed that employees resent negative performance
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feedback in collectivistic and low performance oriented cultures, whereas employees
in individualistic and high performance oriented cultures have a more positive
attitude towards performance feedback. Performance appraisal process should be
designed specifically for each national culture since the same performance appraisal
practices may have different meanings in each culture (Vance, McClaine, Boje &
Stage, 1992). For example, many Asian countries reject the values (e.g.
individualism, competitiveness, performance orientedness) upon which the American
performance appraisal is based (Gellerman, 1967). According to the study of
Bjorkman and Lu (1999), there is high need to localize the methods used in
performance appraisal to fit local cultural values and norms in traditional cultures
(e.g., Turkey, China). Lindholm (2000) concurs that practice of evaluating and

giving feedback on performance is likely to be adapted to the host culture.

In addition to the cultural context, legal context is also expected to be related
to the localization of performance appraisal. For example, the new Turkish labor law
forces employers to utilize an “objective” performance appraisal system which is
systematically conducted and documented. Companies now have to show
performance evaluation results as evidence when firing employees. Prior to this new
law, organizations were informal in their performance appraisal. Therefore, formality
or informality of performance appraisal would depend on the legal requirement.
However, as performance appraisal systems don’t have a long history in Turkey and
even large Turkish firms don’t utilize these systems effectively, the local employees
don’t perceive the lack of an established performance appraisal system as a

shortcoming. As a result, MNC subsidiaries might not tend to shape their
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performance appraisal systems according to the labor market expectations, since the
performance appraisal system is not an important factor to attract and keep qualified

candidates.

Hypothesis 2: Localization tendency in the performance appraisal function
will be reported to be mostly affected by the Turkish culture and the legal context by

local HR managers.

Another function expected to be in line with local norms is the training and
development function. The practices of this function will tend to conform to local
practices as the training needs of different employee groups change depending upon
local conditions (e.g., education system in the host country). Availability of skilled
labor is heavily affected by the education system in the host country. MNC
subsidiaries should offer training and development opportunities to compensate the
skills lacking in their employees. For example, employees in marketing departments
must be trained to increase creative thinking in Turkey rather than in the USA,
because this is not a skill that is emphasized in the Turkish education system, as
much as, say, in the US education system. Rosenzweig and Nohria (1994) showed
that training practices are closer to local practices than they are to the practices of the
parent company. In the study of Aycan and Eskitas¢ioglu (2003), it has been also
shown that training is among the most localized practices in MNCs in Turkey. Yet,
there are no regulations regarding training and development in the Turkish Labor
Law. Therefore, the effect of legal context will not be significant. Local culture may

have only a limited effect on training and development because training and
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development is an issue that concerns enhancement of qualifications of employees

rather than their values.

Hypothesis 3: Localization tendency in the training and development function
will be reported to be mostly affected by the labor market conditions by local HR

managers.

According to the study of Aycan and Eskitascioglu (2003), another mostly
localized HRM function in MNCs is the compensation and benefits function. It is
expected that compensation and benefits practices will resemble local practices
because norms about these practices are usually determined by the local legislation
and salary benchmarking with local companies. For example, legal legislations
regarding the minimum wage level or the duration of maternal leave are country-
specific. Additionally, MNC subsidiaries might adjust their compensation and
benefits to attract skilled applicants in the labor market especially when the number
of talented candidates is low. There are also several findings supporting this
argument. According to Hiltrop (2002), the specific pay policies and practices of
MNC:s have to be tailored to the needs and expectations of different groups of
subsidiaries and employees located in different countries. In addition, benefits that
are offered (e.g., giving fuel help and religion festival allowances) must be similar to
the local practices than they are to the parent company practices (Rosenzweig &
Nohria, 1994). Compensation and benefits function is also affected by the local
culture. For example, in some countries with high power distance, decision of the top

management is the most important factor in salary determination, as opposed to the



Chapter 2: Literature Review 15

case in countries with low power distance where a more rational decision making
(e.g, salary benchmarking) is made (Mendonca & Kanungo, 1994). Additionally,
rewards are contingent on interpersonal relationships rather than performance in

countries with high power distance (Aycan, 2005).

Hypothesis 4: Localization tendency in the compensation and benefits
function will be reported to be affected by the local culture, legal context and the

labor market conditions by local HR managers.

As stated before, the present study will also examine the extent of localization
in different practices within each HRM function. Practices within each function are
those that were identified by Aycan (2005) as creating considerable differences
across countries. Aycan (2005) proposed that some practices in the recruitment and
selection function are affected by the local context such as criteria that are used in
recruitment and selection (e.g., hard criteria vs. soft criteria), method of recruitment
(e.g., internal vs. external recruitment) and method of selection (e.g., standardized vs.
non standardized). In performance appraisal function, impact of the local context is
proposed to be seen in criteria of the performance criteria (e.g., task outcomes vs.
interpersonal competencies), method of performance appraisal (e.g., 360-degree vs.
top-down) and communication of performance feedback (e.g., frequency of
feedback). Some practices under the training and development function affected by
the local context include investment to training and development activities (e.g., low
vs. high), determination of training needs (e.g., based on performance evaluation

outcomes vs. group membership) and content and method of training (e.g., group
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focused vs. individual focused). Effect of the local context in compensation and
reward management is proposed to be seen in the following practices: wage and
salary determination (e.g., based on job or decisions of top management) and
performance-reward contingency (e.g., rewards contingent on performance or

interpersonal relationships).

2.2 Organizational Factors Related to the Localization Tendency in MNCs

According to Namazie (2003), the main organizational factors which are
related to the localization tendency of HRM practices in MNCs were ownership and
control of critical resources, the compatibility of the national culture and socio-
cultural differences. Hiltrop (1999) found that HRM practices were influenced by a
variety of organizational factors including the firm’s industry sector, business
strategy and dominant management philosophy. However, the total variance
explained by these three factors was relatively low (about 32%) when compared to
the variance explained by the nationality of the parent company (about 64 %). It was
found that the organization’s business sector and strategy are not as important as the
parent company’s nationality in selection, rewarding and attraction of employees
(Purcell, Marginson, Edwards & Sissons, 1987). Study of Rosenzweig and Nohria
(1994) has shown that organizational factors such as the presence of expatriates,
dependence on local resources and frequency of communication with the parent

company would influence a subsidiary’s HRM practices.
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Based on the literature, it is proposed in this study that one of the most
important organizational factors that shape the localization tendency of MNC:s is the
nationality of the parent company. In addition to the nationality of the parent
company, management orientation, ownership status of the subsidiary, nature of the
industry and headquarter-to-subsidiary flow (i.e., presence of expatriates, low
dependence on local inputs, communication with the parent company and
dependence on the parent company in terms of technical and managerial know-how)

are also expected to be related to the localization tendency across MNCs.

There is of course the possibility that some of the organizational factors
mentioned above (e.g., industry and management orientation) might be related.
However, the identification of the precise nature of the potential relationships among
these factors requires discussion of macro- and microeconomic and strategic issues
which are out of the scope of this study. Following the tradition of other studies
related to this topic (Beechler & Yang, 1994; Gamble, 2003; Rosenzweig & Nohria,
1994; Schuler, Dowling & De Cieri, 1993), the current study also assumes that these
are independent factors affecting localization tendency. However, while examining
the relationship between each organizational factor and the localization tendency, the

remaining organizational factors will be controlled for in the statistical analyses.

2.2.1 Nationality of the Parent Company

HRM policies and practices of organizations are under the influence of the local

culture. Values, perceptions, preferences and behaviors prevalent in a cultural
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context affect the human behavior and this is reflected in organizational behavior
(Gomez-Mejia, Balkin & Cardy, 2001). Many authors (e.g., Aycan et al., 2000;
Budhwar & Sparrow, 2002; Harzing & Ruysseveldt, 2004) have argued that HRM
practices are heavily influenced by the national culture. Although HR managers tend
to apply consistent HRM practices across countries in order to promote a unique
corporate culture, the reality is that different HRM practices may have different
meanings in each cultural context. Therefore, cultural distance between home and
host countries in terms of values and practices may influence a MNC subsidiary’s
ability of adaptation to the local environment (Hofstede, 1980). The distance between
Turkish culture and that of the country in which the MNC is originated is expected to
affect the level of localization of MNCs in HRM practices: the higher the cultural

distance, the higher the localization.

Culture is defined in many different ways. Culture is “that complex whole
which includes knowledge, belief, art, law, morals, customs and any capabilities and
habits acquired by a person as a member of society” (Symington, 1983, p.1). It is “a
way of life of a group of people, the configuration of all the more or less stereotyped
patterns of learned behavior, which are handed down from one generation to the next
through the means of language and imitation” (Barnouw, 1963, p.181). “The cultural
orientation of a society reflects the complex interaction of values, attitudes, and
behaviors displayed by its members” (Adler, 1997, p.15). It is obvious that culture is
a very complex construct and some methods should be used to be able to measure
this complex construct. The use of dimensions in the operationalization of culture is

a common method in cross cultural research (e.g., Hofstede, 1980; House et al.,
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2004; Schwartz & Bilsky, 1990; Trompenaars, 1993). The cultural differences and
thereby the cultural distance between different countries are calculated using some of
these dimensions identified in one of the most recent cross-cultural studies: the

Project GLOBE (House et al., 2004)

Almost all the largest multinational firms of the world are American,
Japanese, or European (www.encylopedia.com). Since the HRM approaches of US,
European and Japanese MNCs exhibit great differences and subsidiaries of
multinationals headquartered in Japan, the United States and Europe account for the
bulk of foreign business activity also in Turkey (YASED, 2003), this study focuses
on HRM practices in MNCs originated in these countries. Indeed, there may be some
differences among MNCs within Europe, within US and within Japan in terms of
HRM practices. For the sake of simplicity and parsimony, it is assumed that the
MNC:s belonging to these three regions have relatively homogeneous approaches
within themselves. In this part, firstly the differences of the key features of the US,
European and Japanese human resource management approaches will be described.
Secondly, the cultural distance between Turkey and these countries will be calculated
using the database of one of the largest and the most recent cross-cultural studies

(i.e., the Project GLOBE) on the effect of culture on organizational phenomena.

According to Harzing and Ruysseveldt (2004), the influence of local culture
on the HRM policies and practices of Japanese firms is highly evident. Japanese
management approach is shaped by Japanese cultural characteristics of collectivism,

consensus-based decision making, high power distance and strategic thinking. These
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features of management approach have important implications for HRM. For
example; the wage system is based on tenure, promotions are based on high level of
commitment to the company, collaborative and harmonized relations exist between
managers and lower level, relatively close wage schemes are used between managers
and employees and performance appraisal and incentives are based on group

performance and group-oriented production activities.

In Japan, an employee’s performance is evaluated by his/her supervisor based
on the review of capability building and trainability. In Japanese firms, major HRM
functions are internal training and skill development. The design of the Japanese
training system is constructed in a way that the employee learns while he/she is
working on his/her job; the so called on-the-job training (Harzing & Ruysseveldt,

2004).

According to Morrishima (1995; cited in Huang, 2000), HRM practices of
Japanese firms can be differentiated from those of US firms. First of all, American
and Japanese firms differ in terms of their recruitment policies. Japanese companies
recruit new employees in lower level positions (i.e., internal recruitment), whereas
American firms fill any position with the best possible candidates from inside or
outside of the firm. In this manner, promoting existing employees to higher level
positions is more frequently observed in Japanese than in American firms. There are
also observable differences in employee selection criteria between American and

Japanese corporations. While the former look more for a fit between the candidate’s
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technical skills and requirements of the vacancy, the latter seek candidates with

enthusiasm to learn and adapt to the organizational context.

As noted by Huang (2000), US companies assess their employees according
to job performance, whereas Japanese firms lay more emphasis on the employees’
behavior on the job and individual characteristics. Japanese corporations’
compensation schemes are derived from the skill-grade system, in which employees’
compensations are determined according to what they are able to do, instead of what

they actually do (as in the system predominantly used in the US) in effect (Huang,

2000).

Harzing and Ruysseveldt (2004) stated that while determining the salary,
Japanese firms implement a tenure-based wage system where the duration of an
employee’s service to the company is the foremost decisive factor. In general, bonus
is considered as an individual endorsement. Nevertheless, in Japanese firms the
distribution of bonuses is based on group performance, as opposed to individual

performance which is the case in US companies.

While USA and Japan seem to be the two extremes in regard to HRM policies
and practices, Humes (1993) views Europe as adopting a hybrid system somewhere
in between these two. European corporations are neither as individualistic as
Americans, nor as group-oriented as Japanese. European corporations emphasize the
importance of personal relationships more than Japanese and American firms and

show more respect to each individual’s personal time and security. For Europeans,
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the importance of the quality of life and personal/family security is greater than the
importance of success and achievement (Ferner & Quintanilla, 1998). Hiltrop (1999)
found out that Japanese and American MNCs devote more resources for employee

training compared to their European counterparts.

At least some of the above mentioned differences in HRM practices of MNCs
originated in different countries can be attributed to cultural differences (Aycan,
2005). MNCs should take cultural differences into account while transferring their
HR know-how and practices to local subsidiaries. So, the cultural context and
cultural distance is an important issue and the current study will use the Project
GLOBE research in order to understand and measure the cultural distance between
different countries. The reason for selecting the Project GLOBE’s cultural
dimensions instead of other alternatives (e.g. Hofstede’s cultural dimensions) is that
the Project GLOBE contains more cultural dimensions and is the most up to date

study measuring cultural dimensions in different societies.

The Project GLOBE (Global Leadership and Organizational Behavior
Effectiveness; House et al. 2004) focuses on culture and leadership. Its aim is to
investigate the cultural practices and values and to discover their impact on
organizational practices and leadership characteristics. The Project GLOBE
operationalized culture at two levels: organizational and societal. At both levels,
practices and values are investigated separately. Importance on values arises from an
anthropological tradition, whereas emphasis on practices arises from a

psychological/behavioral tradition (Kluckhohn & Strodtbeck, 1961; cited in House et
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al., 2004). Although most of the studies up to now have used the values for
determining cultural differences, cultural differences in terms of practices are more
proximal and relevant to the issue at hand since the current study investigates the
transfer of HRM practices to the local context. Cultural distance with respect to
practices will influence whether or not HRM practices will be transferred to the local

unit.

According to the Project GLOBE, there are nine cultural dimensions:
performance orientation, future orientation, assertiveness, uncertainty avoidance,
power distance, institutional collectivism, in-group collectivism, gender
differentiation and humane orientation. These are characteristics of a country’s
culture that differentiate one society from another and impact organizational
phenomena. Assertiveness is the degree to which people are tough, challenging,
assertive and competitive versus modest and gentle. Future Orientation refers to the
degree to which future oriented behaviors such as scheduling, investing in the future
and delaying pleasure are emphasized in a society. Gender Egalitarianism is the
degree to which a society capitalizes on gender role differences. Countries with less
gender differentiation tend to accord women a higher status, whereas countries with a
high degree of gender differentiation tend to accord men a higher status. Uncertainty
Avoidance is the dependence on social norms and methods to promote predictability
of future occasions. Societies which are high on uncertainty avoidance have a
stronger tendency toward consistency and structured lifestyles. Power Distance is the
degree of unequal distribution of power in institutions and organizations from the

viewpoint of their members. Institutional Collectivism concerns the degree to which
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individuals are supported by societal institutions to be integrated into clusters within
organizations and the society. In-Group Collectivism refers to the degree to which
people in a society take pride in being a member of small groups such as their first
degree relatives, close friends and organizations in which they are employed.
Performance Orientation refers to the degree to which members of the society are
supported for their superiority and enhancement of performance. Lastly, Humane
Orientation is the degree to which members of a society are rewarded for being just,

humane, generous, helpful and kind to other members.

To calculate the cultural distance between Turkey and other countries
included in the study, the following formula of Kogut and Singh (1988) was used:
CD; =X [(Iij — Tiw) 2/Vil19
CD;: the cultural difference of the jth country from Turkey
Ijj: the index for the ith cultural dimension and jth country
Iiy: the index for the ith cultural dimension and Turkey

V;: the variance of the index of the ith dimension

Table 1 presents the scores of Turkey, Japan, United States, Germany,
Netherlands, Switzerland, Italy, Sweden, France, UK and Finland on the Project
GLOBE’s nine dimensions. The reason that Germany, Netherlands, Switzerland,
Italy, Sweden, France, UK and Finland are chosen to represent Europe is that the
data for this study were collected from the MNCs originated in these countries. The
cultural distance between these countries and Turkey is calculated according to the

given formula and the results are presented in Table 1.
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Table 1. Cultural distance between the MNCs’ parent countries and Turkey

Performapce Eutur§ Gen(.ier. Assertiveness Institut.iopal In-Gr.()qp Power Humage Unce.rtainty distcalillctzr?r lom
Orientation  Orientation Egalitarianism Collectivism  Collectivism Distance Orientation  Avoidance Turkey
Turkey 3.83 3.74 2.89 4.53 4.03 5.88 5.57 3.94 3.63 0.00
Japan 4.22 4.29 3.19 3.59 5.19 4.63 5.11 4.30 4.07 2.39
United States 4.49 4.15 3.34 4.55 4.20 4.25 4.88 4.17 4.15 2.21
Germany 4.25 4.27 3.10 4.55 3.79 4.02 5.25 3.18 5.22 2.93
Netherlands 4.32 4.61 3.50 4.32 4.46 3.70 4.11 3.86 4.70 4.67
Switzerland 4.25 4.27 342 3.47 4.22 3.85 4.86 3.93 4.98 3.59
Italy 3.58 3.25 3.24 4.07 3.68 4.94 5.43 3.63 3.79 0.95
Sweden 3.72 4.39 3.84 3.38 5.22 3.66 4.85 4.10 5.32 5.67
France 4.11 3.48 3.64 4.13 3.93 4.37 5.28 3.40 4.43 2.25
England 4.08 4.28 3.67 4.15 4.27 4.08 5.15 3.72 4.65 2.67
Finland 3.81 4.24 3.35 3.81 4.63 4.07 4.89 3.96 5.02 2.79
EU (normal
average) 3.19
EU (weighted
average) 3.01

Source of Data: House et al., The Project GLOBE
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The score of Europe was found by calculating the weighted average of the
cultural distance scores of the European countries by taking into account the number
of MNCs originated in these countries, rather than treating each country equally. The
scores reveal that the cultural distance from Turkey is highest for Europe followed by
Japan and USA with respect to cultural practices captured by the Project GLOBE
dimensions. Therefore, it is expected that the localization tendency will be highest

for European MNCs followed by Japanese MNCs and the least for US MNCs.

Hypothesis 5: An increase in cultural distance between the home culture and
the Turkish culture will lead to an increase in the localization tendency in HRM
practices of MNCs, in such a way that localization is expected to occur in the

following descending order: Europe, Japan, US.

However, the relationship between the nationality of the parent company and
the tendency for localization is not as simple as it is stated in the above hypothesis
since the management orientation in each individual MNC may have a moderating
effect on this relationship. Indeed, as stated previously, HRM practices of MNCs
originated in Europe, US and Japan could vary among themselves due to their

different management orientations. This point is elaborated in the next part.

2.2.2 Management Orientation

Management orientation indicates the attitudinal posturing or intent of the

multinational company and its management in terms of its vision and strategy



Chapter 2: Literature Review 27

(Annavarjula & Beldona, 2000). Perlmutter’s management orientation theory (1969)
categorizes MNCs according to their perspectives of management orientation.
According to Perlmutters’s typology, there are three types of MNCs: ethnocentric,
polycentric and geocentric. In the ethnocentric approach, management practices of
subsidiaries resemble those in MNC’s home country. Ethnocentric company is
centrally controlled by the home office and the management approach and practices
replicate those in the headquarters. Banai (1990) stated that MNCs with an
ethnocentric orientation would be most likely to impose policies reflecting parent
company’s practices in recruitment and selection, performance appraisal, training
and development and compensation and benefits functions. In the polycentric
approach, management practices of subsidiaries conform to MNC’s host country. A
polycentric company is characterized by a multitude of relatively independent
corporations well adapted to their various local environments. In the geocentric
approach global integration and national responsiveness are together as elaborated in

the following quotation.

‘The ultimate goal of geocentrism is a worldwide approach in both
headquarters and subsidiaries. The firm’s subsidiaries are thus neither satellites nor
independent city states, but parts of a whole whose focus is on worldwide objectives
as well as local objectives, each part making its unique contribution with its unique
competence. This conception of geocentrism involves a collaborative effort between
subsidiaries and headquarters to establish universal standards and permissible local

variations’ (Perlmutter, 1969, p.13).
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Ferner (1997) sees US-based MNCs unique and differentiates their
management orientation from those of Japan- and Europe-based MNCs. Literature
also supports this claim by showing that US-based MNCs have a more centralized
decision making structure regarding HRM policies with respect to Japanese and
European MNCs. In addition, US-based MNCs are unique in the sense that they
apply particular employment practices throughout their MNC subsidiaries like job
enlargement, semi-autonomous work teams and performance based compensation
(Pinnington & Edwards, 2000). As another distinguishing characteristic, the control
systems of US-based MNCs are much more formalized through written guidelines
and direct reporting, which are not that frequently used by European and Japanese-
based MNCs (Ferner, 1997). Such formalized systems might provide better
opportunities for US-based MNCs to disseminate their policies across international

subsidiaries.

As the above studies suggest, nationality of the parent company may
influence management orientation to some extent. However, as the management
orientation of a firm can be different from the management orientation of other firms
with the same nationality, many studies up to now have taken these two factors as
independent in terms of affecting the localization tendency in organizational
practices (e.g., Rosenzweig & Nohria, 1994; Schuler, Dowling & De Cieri, 1993).
This study examines independent effects of these two variables without neglecting
the moderating effect of management orientation on the relationship between the

nationality and the localization tendency.
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Hypothesis 6. Localization in HRM practices occurs in polycentric MNCs

more so than it does in ethnocentric and geocentric MNCs.

Hypothesis 7: The relationship between the parent country culture and the
localization tendency in HRM practices of MNCs is moderated by the management
orientation in such a way that the highest localization tendency is expected to occur
in polycentric MNCs whose subsidiaries have the highest cultural distance from the
MNC headquarter and the lowest localization tendency is expected to occur in
ethnocentric MNCs whose subsidiaries have the lowest cultural distance from the

MNC headquarter.

2.2.3  Effect of the MNC Ownership Status

In international business, a foreign branch owned fully by the home office is
called wholly owned subsidiary. On the other hand, a foreign branch owned partly by
the home office and partly by an organization in the host country is referred to as
joint venture (Gomez-Mejia, Balkin & Cardy, 2001). The conventional alliance types
like licensing agreements or joint ventures which involve some degree of partnership
between Western firms and partners in the Third World, enables the Western firm to
smoothly enter Third World markets in exchange for know-how and technology
transfer (Campbell & Burton, 1994). Rosenzweig and Nohria (1994) have suggested
that greenfield investments (i.e., a start-up investment of MNC subsidiaries in new
facilities in foreign countries) are more likely to reflect the characteristics of

multinational operation because there is high degree of control and centralization in a
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newly established operation in overseas. On the other hand, foreign firms’
acquisition of or merger with local firms allows organizational practices to remain
similar to other local firms because the degree of control will be less and the ongoing
operations cannot be immediately transformed to standardized headquarter

operations. Rosenzweig and Nohria’s (1994) study supported this assertion.

Whether the subsidiary is wholly owned or a joint venture affects the MNC’s
approach to localization (Jain, Lawler & Morrishima, 1998). In addition, joint
ventures with a dominant Western partner differed from joint ventures with shared,
split or dominant host country partner (Bjorkman & Lu, 1999). The degree of MNC
global standardization is particularly high in joint ventures that had a ‘dominant’

Western partner (Killing, 1983; cited in Bjorkman & Lu, 1999).

Hypothesis 8: The degree of localization in HRM practices of MNCs

decreases as the MNC’s ownership status favors foreign partnership.

2.2.4  Effect of Industry

In some sectors, global products could sell across the world; in other sectors
distinctive local tastes should be created for successful business outcomes (Morgan,
Kristensen & Whitley, 2001). In some industries (e.g. food), organizations are more
pressured to comply with customizing their products or services to local norms while
in other industries (e.g. industrial electronics) the pressure is to maintain global

standardization (Humes, 1993). Subsidiaries in multi-domestic industries such as
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food products are more likely to respond to local competition, and therefore are more

likely to follow local practices (Jackson, 2002).

Porter (1986) argued that the industry in which a firm operates is of great
importance for organizational practices since characteristics of specific industries
vary widely from one industry to another. Porter (1986) made the distinction between
global industries, where a firm’s position in one country affects its position in other
countries and, multi-domestic industries, where a firm’s position in each country is
independent from one another. This distinction is used in many studies regarding
organizational practices (e.g. Rosenzweig & Nohria, 1994). In global industries such
as commercial aircraft, electrical equipment, instruments and transportation
equipment where competition is global rather than local, it is likely that subsidiaries
will be less prone to follow local practices. In multi-domestic industries such as
retailing and distribution demand is rather country specific and the pressure is to
create country specific products and services and the organizational practices will
most probably resemble local norms. Doz, Bartlett and Prahalad (1981) stated that
the need for a globally consistent strategy and fully integrated operation depends on
each industry’s characteristics. The organizational practices which are ideal and
necessary in the automobile industry may not be desirable in IT industry and counter-
productive in food industry. The product, manufacturing, and distribution
characteristics of food industry tend to limit the gains to be made by integrated

global strategies.
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Localization or global standardization of organizational practices in MNC
subsidiaries is a strategic decision of the company and as stated above, the industry
in which the firm operates influences this decision. The concept of ‘strategic HRM’
which became popular in the beginnings of the new millennium is based on the idea
that HRM departments should be aligned with company strategies and in some cases
even be involved in determination of company strategies (Huselid, Schuler &
Jackson, 1997). Therefore, if a company has a strategy of localization for its products
and services because of the industry, this strategy should also be adapted by the HR
department. Dowling and Schuler (1990) also stated that the position of HRM will
most likely to be more localized in terms of structure and orientation in multi-
domestic industries whereas the need for coordination with headquarters will

influence HRM to deliver international support in global industries.

This study will examine the effect of industry on localization of HRM
practices in MNC subsidiaries by looking at two different industry sectors, i.e. global
industry and multi-domestic industry. Fast Moving Consumer Goods (FMCG)
industry is a multi-domestic industry (Porter, 1986) whereas Information Technology
is a global industry (Morrison & Roth, 1990). As the service industry requires high
customization according to the needs and expectations of the local customers, the
operations should be aligned with this customization process. Therefore, the service

industry is also expected to be a multi-domestic industry.
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Hypothesis 9: HRM practices of MNCs which operate in multi-domestic
industry are more likely to follow local practices, compared to those in global

industries.

2.2.5 Headquarter-to-subsidiary Flow

Another organizational factor that influences a subsidiary’s conformity with
local practices (i.e., localization) is the flow of various resources between the parent
company (headquarters) and the subsidiary such as including expatriates, local input
(e.g., raw resources such as tobacco for tobacco sector) and information. DiMaggio
and Powell (1982) proposed that organizations become more similar to other
organizations as they are dependent on them in terms of resources. This is referred to
as coercive isomorphism. Therefore, it is expected that MNC subsidiaries will
become more localized as they depend less on the headquarters and more on the local
resources. Headquarter-to-subsidiary flow can be operationalized through four
indicators: presence of expatriates in the host country, low dependence on local
inputs, frequency of communication with the parent company and dependence on

parent company in terms of technical and managerial know-how.

The presence of expatriates provides an essential type of control and
coordination in MNCs. Presence of expatriates in the MNC subsidiaries activates
diffusion of MNC practices. Edstrom and Galbraith (1977) have shown that the home
country expatriates often act as ‘cultural carriers’ in MNC subsidiaries. Tayeb (1998)

found that expatriate managers apply HRM practices parallel to those which are
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common in their home country. Organizational practices in subsidiaries with more
expatriates resemble the parent company practices compared to those with less
expatriates (Rosenzweig & Nohria, 1994). HRM practices of subsidiaries with high
reliance on local resources on the other hand tend to resemble local HRM practices
(Rosenzweig & Nohria, 1994). This statement is also supported by the Resource
Dependency Theory (Pfeffer & Salancik, 1978) elaborated in the first section in this
chapter. Additionally, the more frequent the communication of subsidiary executives
with parent company members, the more likely the parent company HRM practices
influence the subsidiary’s HRM practices (Rosenzweig & Nohria, 1994). Lastly,
subsidiaries that are more reliant on the parent company for technical and managerial
know-how tend to be more influenced by parent company practices rather than the

local practices (Rosenzweig & Nohria, 1994).

Hypothesis 10: The higher the flow from the parent company to the
subsidiary in terms of expatriates and information and the lower the dependency of
the subsidiary on the local resources, the lower the degree of localization in HRM

practices of MNCs.

2.3 Effects of Localization: Satisfaction Level of Employees and HR Managers

Localization is seen as an important factor to increase satisfaction of both
external and internal (i.e., employees) customers (Kotler & Armstrong, 2001).
Multinational corporations localize their products according to the preferences of

their local customers, and in the same way they localize their human resource



Chapter 2: Literature Review 35

management practices according to the preferences of their local employees. It is of
great importance for MNCs to make sure that HRM practices are aligned with the
cultural context fit together since employees will most probably be dissatisfied,
distracted, unfocused, uncommitted and uncomfortable if HRM practices go against
cultural values and expectations which in turn will lead to a decreased willingness to
perform well (House & Aditya, 1997; Newman & Nollen, 1996, p.755). To increase
loyalty and decrease turnover of the employees, multinational corporations tailor
their human resource management practices to the needs and wants of their local
employees (Gomez-Mejia, Balkin & Cardy, 2001) Practices that go against the local
norms and values disrupt local workers. For example, companies trying to utilize 360
degree performance appraisal system in Turkey face great difficulties, because
employees dislike this application due to high power distance in the Turkish culture
which prevents people from evaluating their superiors (Aycan, 2005). As a result,
localization is expected to increase the satisfaction level of employees in the local

unit.

Hypothesis 11: The higher the degree of localization in HRM practices of
MNC:s, the higher the satisfaction level of HR managers and the perceived

satisfaction level of employees by HR managers.
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Chapter 3

METHOD

3.1 Participants

In this study, localization tendency in HRM practices of European, Japanese
and American MNCs operating in Turkey were examined. The unit of analysis for
the study is the MNC subsidiary in Turkey. Information about the organization was
gathered from human resource directors or managers of the organizations with the
use of a detailed questionnaire. Stratified purposeful sampling was used while
selecting the MNC subsidiaries since the study required that a particular number of
MNCs with particular characteristics (e.g., nationality, industry) were selected.
Subsidiaries of MNCs were selected from the list of ‘foreign investments’ developed
by YASED (Foreign Investors Association) published in 2003. Firms were chosen
among those with top rankings in terms of total capital investment. Companies that
met the following criteria were selected for this study: (1) They had to be the
subsidiaries of the multinational corporations operating in Turkey (2) The corporate
headquarters were to be located in USA, Japan or Europe. (3) Subsidiaries had to be
wholly owned by MNCs or the foreign partnership had to be at least 50% with the
local partner (4) MNCs had to operate in multi-domestic or global industries. Data
were obtained from a total of 51 MNC subsidiaries. The sampling procedure and

response rates are described in the Procedure section.
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The organizational characteristics are shown in Table 2. As can be seen from

Table 2, there were almost equal number of MNCs from global and multi-domestic

industries and majority of the subsidiaries had foreign-dominated partnership.

Table 2. Organizational characteristics of the MNC subsidiaries

Organizational Characteristics of the MNC Subsidiaries

Nationality

Industry

Ownership Status

Foreign Ownership
(percentage)

Number of Expatriates

Firm Size
(n of employees)

Duration of
Operations in Turkey

(years)

USA
Japan
Europe

Global
Multi-domestic

Wholly Owned
Joint Venture

M
SD
Min
Max

M
SD
Min
Max

M
SD
Min
Max

M
SD
Min
Max

Respondent
MNCs

19
11
21

22
29

40
11

93.01
15.34
50
100

S W N

729
925
15
3875

21.74
24.65
1.5
119

All MNCs
reached via mail

85

50
100

17

1.5
119
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The demographic characteristics of HR managers/directors are shown in
Table 3. As can be seen from the table, the number of the female respondents was
higher than the number of the male respondents and the average positional tenure

was 4 years.

Table 3. Demographic characteristics of the HR managers/directors

Demographic Characteristics of the HR

Managers/Directors
Gender
Male 20
Female 31
Age
M 36.67
SD 8.63
Min 26
Max 60
Positional Tenure
(years) M 4.1
SD 3.04
Min 0.5
Max 16

3.2 Measurement

The questionnaire consisted of four parts and contained 34 questions. The
questionnaire measured the localization tendency in four core HRM functions which
were recruitment and selection, performance appraisal, training and development,
and compensation and benefits. Practices selected within these four functions were
those that were identified as creating considerable differences across the countries by

Aycan (2005). The questionnaire can be found in the Appendix B.
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In the first part, there was one question asking the management orientation of
the MNC headquarter. The respondents were requested to choose one of the three
management orientation options which were ethnocentrism, polycentrism and

geocentrism.

In the second part, questions concerning HRM practices for non-managerial
white collar workers were asked in four functions. In the selection and recruitment
function, there were four practices (e.g., “Which criteria are used in employee
selection?”). The second function, performance appraisal, also had four practices
(e.g., “Which assessment criterion is used in the performance appraisal system?”).
The training and development function included four practices (e.g., “Is level of
investment to training and development activities high or low?””). The last function,
compensation and benefits, also had four practices (e.g., “Which method is used in
the determination of wage and salary?”’). The questions asked the type of practice
that is used by the companies. For each of these sixteen HRM practices respondents
were firstly asked to check a 5-point rating scale prepared on the basis of the
framework proposed by Aycan (2005). For example, respondents were asked
whether they relied on technical knowledge or behavioral competencies in employee
selection (1 = reliance on technical knowledge, 5 = reliance on behavioral
competencies, 3 = both criteria were used equally). The answers to these questions
were not used in the analyses of the study. The reason for asking these questions was
to focus the respondents on the main question of localization or global
standardization of HRM practices instead of only asking to the respondents whether

a particular practice is localized or globalized. The respondents were asked to
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describe the practice itself first and then to indicate the level of localization in this
particular practice. This way, the respondents were helped to think about the practice
itself and provide a more reliable and valid answer to the local-global balance
question which was the main focus of the study. Mean scores for each HRM practice
by US, European and Japanese MNC subsidiaries is presented in Appendix C.
Secondly, they were asked to rate the localization versus global standardization level
of each practice that they described in the first question. They were asked to use a 5-
point rating scale where 1 stood for complete global standardization, 5 indicated
complete localization and 3 referred to a balance in the global standardization and
localization. Finally, respondents were required to put a check mark for the factors
(i.e., the Turkish culture, the legal context and the labor market conditions) which
they believed to have an impact on each practice. At the end of the first part (i.e., 16
questions), the respondents were asked to rate the global standardization versus
localization in the overall HRM practices using the same 5-point rating scale as

above.

The third part included questions about organizational characteristics. Firstly,
the industry of the MNC, the number of employees in the subsidiary, the nationality
of the parent company, the ownership status, percentage of foreign ownership, the
period of the MNC presence in Turkey and the number of expatriates working in the
local unit were asked. Secondly, dependence on local inputs, communication with
the parent company and dependence on the parent company in terms of technical and
managerial know-how were asked using a 5-point rating scale (1 = a low

dependence, 5 = a high dependence). The number of expatriates, the dependence on
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local inputs, the communication with the parent company and the dependence on the
parent company in terms of technical and managerial know-how were combined to
the headquarter-to-subsidiary flow measure. The method of aggregation is described

in the Results section.

The fourth part of the questionnaire included firstly the respondents’
demographics like gender and age of the respondent and the positional tenure in the
company. Secondly, the respondents (the HR managers/directors) were asked about
their own satisfaction level and their perception of the satisfaction level of employees
with the global standardization versus localization of HRM practices on a 5-point
rating scale (1 = not satisfied at all, 5 = extremely satisfied). Thirdly, if the HR
manager/director himself/herself was not satisfied with the global standardization
versus localization of HRM practices, they were asked to indicate their preference

using a 5-point rating scale (1 = more global standardization, 5 = more localization).

In a pilot study, preliminary version of the scale in Turkish was tested via
face-to-face interviews conducted with human resource managers/directors of five
multinational companies. They were asked to identify any ambiguities in the
questionnaire and the questionnaire was modified and finalized on the basis of their

feedback.
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3.3 Procedure

Data for the study were collected through self-administered questionnaires.
The questionnaires contained a cover letter and an explanation page. The cover letter
was explaining the aim of the study and also gave instructions for filling out the
questionnaire and returning it back to the researcher. Additionally, the cover letter
explained the participants that the study would be voluntary and their responses
would be kept confidential. The explanation page provided detailed information
about the terms (i.e., global standardization, localization, the Turkish culture,
management orientation, legal context, labor market conditions) that are used in the
questionnaire. The explanation page can be found in Appendix A. The questionnaires
were sent via surface mail or e-mail. The ones sent via surface mail additionally
contained an envelope with the return address of the researcher. The completed

questionnaires were returned via surface mail or e-mail to the researcher.

The data collection period consisted of three phases. In the first phase, the
questionnaire was sent via surface mail to the HR managers/directors of the selected
150 MINC subsidiaries from the list of ‘foreign investments’ by YASED. The
average foreign ownership percentage of these 150 MNCs was 85 percent with a
minimum value of 50 percent and maximum value of 100 percent. The average
duration of operations of these MNCs in Turkey was 17 years with a minimum value
of 2 years and maximum value of 119 years. There is only slight difference between
the means of the respondent MNCs and all MNCs reached via mail in terms of

foreign ownership percentage and duration of operations as can be seen from Table 2
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in the Participants section.. Participants from five different cities (i.e. Ankara, Bursa,
Kocaeli, izmir, Istanbul) of Turkey were selected for the study in order to increase
the representativeness. After two weeks, the HR managers/directors were called by
phone both to check whether or not they received the questionnaire and if so, remind
them the deadline for filling it out. HR managers/directors who could not be reached
at the first time were called again. The questionnaire was sent again via surface mail
or e-mail (according to the preference of HR manager/director) to those who did not
receive the first surface mail. Approximately 25% of these HR managers/directors
responded to the questionnaire resulting in 37 completed questionnaires collected in
the first phase. As the data were collected without asking the name of the

respondents in the first phase, the respondents’ anonymity was ensured.

As the number of responses was less than expected in the first phase, a second
phase of data collection was conducted. In the second phase, the questionnaire was
sent via e-mail to approximately 40 HR managers/directors who were reached
through contacts of and an advertising agency (MNC subsidiaries which some of
these HR managers/directors work for were clients of this advertising agency). The
questionnaires were sent by the researcher in order to control if those MNC
subsidiaries met the selection criteria. The response rate was about 35% with 14
responses. However, one of the questionnaires was eliminated as it contained

extensive missing data.

In the third phase, students taking ‘Introduction to Psychology’ class were

requested to take part in the current study in exchange for one credit. They were
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requested to provide contact information of participants such as their parents,
relatives or contacts who held HR manager/director position in MNC subsidiaries
meeting the selection criteria. Eight students provided the researcher with the contact
information. The questionnaire was sent by the researcher via e-mail to these 8
MNCs. However, there was only 1 response out of these 8 contacts. This respondent
was called by phone and asked questions about the survey in order to ensure that the

survey was not completed by the student.
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Chapter 4

RESULTS

The first purpose of this study was to examine the localization tendency in
different human resource management (HRM) functions (i.e., recruitment and
selection, performance appraisal, training and development, compensation and
benefits) and identify the host-country factors (i.e., the Turkish culture, the legal
context and the labor market conditions) related to the localization tendency in each
HRM function. Multiple regression analyses were used to test the hypotheses related
to the first purpose. The second purpose of this study was to examine the localization
tendency in the overall HRM practices of MNCs and identify the organizational
factors (i.e., the nationality of parent company, management orientation,
headquarter-to-subsidiary flow, industry, percentage of foreign ownership) related to
the overall localization tendency in MNCs. Multiple regression analysis and
ANCOVA were used to test the hypotheses related to the second purpose. The third
purpose of this study was to examine the satisfaction level of HR managers and the
perceived satisfaction level of employees by HR managers with the degree of
localization tendency in the overall HRM practices. Correlation analyses were used
to test the last hypothesis. The analyses mentioned were carried out using SPSS 13.0

statistical package.



Chapter 4: Results 46

4.1 Host-country Factors Related to the Localization Tendency in each HRM

Jfunction

The localization tendency scores for each HRM function were calculated
prior to creating a composite localization score. For each of the HRM functions (i.e.,
recruitment and selection, performance appraisal, training and development,
compensation and benefits), there were four questions measuring the localization
tendency. The reliability of each of the 4- item scale was 0.83, 0.88, 0.80 and 0.88
for recruitment and selection, performance appraisal, training and development,
compensation and benefits, respectively. The internal consistencies provided
justification to aggregate the scale scores. The function with the highest localization
tendency score was training and development (M= 2.72, SD= 0.91) followed by
recruitment and selection (M= 2.63, SD= 0.89), compensation and benefits (M=

2.48, SD=1.07) and performance appraisal (M= 2.03, SD=1.03).

The factors that are hypothesized to be related to the localization tendency in
each function were the Turkish culture, the legal context and the labor market
conditions. As can be recalled from the Measurement section, the reported effects of
these factors were inquired for each of the sixteen practices, separately. In order to
create a composite score of, for example, the Turkish culture for recruitment and
selection, internal consistency among four items assessing the impact of the Turkish
culture for recruitment and selection were calculated. The procedure was repeated for
the other host-country factors related to the localization tendency for each HRM

function. Since there were four HRM functions and three factors, total of twelve
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reliability analyses were computed. There was a problem only with the legal context
factor for the compensation and benefits function. The original reliability score was
0.51 which was less than the threshold of 0.60. Moss et al. (1998, as cited in
Sturmey, Newton, Cowley, Bouras & Holt, 2005) stated that Cronbach’s alpha
values greater than 0.6 are generally acceptable. When one of the items was omitted
the alpha has improved to 0.62. Therefore, this item was not included in calculating
the composite score of legal context for compensation and benefits. The final

reliability estimates (Cronbach’s alpha) are shown in Table 4.

Table 4. Final reliability estimates of the reported effect of the factors on each HRM

function
Reported effect Reported effect Reported effect of
of the Turkish of the legal the labor market
culture context conditions
Recruitment and Selection 0.80 0.86 0.71
Performance Appraisal 0.80 0.76 0.68
Training and Development 0.68 0.76 0.73
Compensation and Benefits 0.69 0.62 0.76

In order to test the Hypotheses 1 through 4, multiple regression analyses with
forced entry method were conducted in which the localization tendency of each
HRM function was regressed on the reported effect of factors leading to localization
(i.e., the Turkish culture, the legal context and the labor market conditions). Since the
tolerance values for all predictors in all four regression models were higher than 0.2
and all the VIF values were lower than the threshold level of 2, it can be concluded

that the multicollinearity between the predictors was negligible in each case.
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The multiple regressions included three predictors that were not highly
correlated for a sample size of 51. The probability of detecting moderate effect
(detectable beta= 0.5) was 0.89 for the first Hypothesis, 0.92 for the second
Hypothesis, 0.94 for the third Hypothesis and 0.92 for the fourth Hypothesis. The
probability of detecting small effect (detectable beta= 0.3) was 0.48 for the first
Hypothesis, 0.52 for the second Hypothesis, 0.55 for the third Hypothesis and 0.52
for the fourth Hypothesis. Since the tolerance level to detect an effect is 0.70, the
analyses have probably detected large and moderate effects but not detected small

effects.

Hypothesis 1 stated that localization tendency in the recruitment and selection
function would be reported to be mostly affected by the Turkish culture and the labor
market conditions by local HR managers. Multiple regression analysis revealed that
the reported effects of the Turkish culture and the labor market conditions on the
localization tendency of the recruitment and selection function were significant,
whereas the reported effect of the legal context was not significant as can be seen

from Table 5. So, the data provided support for Hypothesis 1.

Hypothesis 2 stated that localization tendency in the performance appraisal
function would be reported to be mostly affected by the Turkish culture and the legal
context by local HR managers. Multiple regression analysis revealed that the
reported effect of the Turkish culture on the localization tendency in the performance

appraisal function was the only significant factor, whereas the reported effects of the
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legal context and the labor market conditions were not significant (Table 5). The data

provided partial support for Hypothesis 2.

Hypothesis 3 stated that localization tendency in the training and
development function would be reported to be mostly affected by the labor market
conditions by local HR managers. Multiple regression analysis revealed that the
reported effect of the labor market conditions on the localization tendency of the
training and development function was significant, whereas the reported effects of
the Turkish culture and the legal context were not significant (Table 5). Therefore,

the data provided support for Hypothesis 3.

Hypothesis 4 stated that localization tendency in the compensation and
benefits function would be reported to be affected by the local culture, legal context
and the labor market conditions by local HR managers. However, multiple regression
analysis revealed that the reported effects of the Turkish culture and the labor market
conditions on the localization tendency of the compensation and benefits function
were significant, whereas the reported effect of the legal context was not significant

as can be seen from Table 5. The data provided partial support for Hypothesis 4.
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Table 5. Multiple regression analysis testing the factors related to localization

tendency in each HRM function

SE

2
B of B B R~ F(3,47)

Criterion: Localization in

Recruitment and Selection 0.28 6.1

1. Reported effect of Turkish culture 0.77  0.37 0.29°

2. Reported effect of legal context -0.12 0.36 -0.04

3. Reported effect of labor market 085 032 035"

conditions

Criterion: Locallzatl.on in 044 1224

Performance Appraisal

1. Reported effect of Turkish culture 1.73  0.36 0.57™

2. Reported effect of legal context -0.53 046 -0.13

3. Re‘p‘orted effect of labor market 104 068 0.18

conditions

Criterion: Localization in

Training and Development 0.162.99

1. Reported effect of Turkish culture 0.11 0.41 0.04

2. Reported effect of legal context 0.01 0.67 0.00

3. Re‘p‘orted effect of labor market 109 037 039"

conditions

Criterion: Localization in

Compensation and Benefits 0.28 397

1. Reported effect of Turkish culture 1.32  0.50 0.33™

2. Reported effect of legal context 0.77 0.70 0.14

3. Reported effect of labor market 096 037 033"

conditions

+p<.05, #* p<.01, =+ p<.001

As an exploratory analysis, the average localization tendencies for each

practice asked in the questionnaire were presented in Table 6. Practice 2 which was

related to selection criteria had the highest average localization score in recruitment

and selection function, practices 5 and 6 which were measuring the performance

criteria and method had the highest average localization scores in the performance

appraisal function. Practice 9 which was related to training budget had the highest

average localization score in training and development function. Practice 13 which
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was about the types of benefits had the highest average localization score in the

compensation and benefits function.

Table 6. Average localization tendency scores of each HRM practice

Average localization
tendency score of the

Practice Number practice
1-Recruitment source 2.67
Recruitment  2-Selection criteria 2.76
and Selection 3-Recruitment method 2.49
4-Selection method 2.61
5-Performance criteria 2.08
Performance 0-APpraisal method 2.08
Appraisal  /-Performance feedback 1.94
8-Frequency of appraisal 2.04
9-Investment in training 2.84
10-Method used in 2.53

Training and determination of needs

Development | ]-Determination of needs 2.67
12-Content of the training 2.80
13-Compensation method 224
Compensation 14-Wage determination 2.44
and Benefits 13-Type of benefits 2.76
16-Performance-reward 244

contingency

4.2 Organizational Factors Related to the Localization Tendency in MNCs

Before testing the hypotheses, the overall localization tendency score was

calculated. There were sixteen questions measuring the localization tendency in

HRM practices yielding an internal consistency estimate of 0.92 (Cronbach’s alpha)
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which justified the aggregation of sixteen items to create a composite score
indicating the overall localization tendency of MNCs. The factors that are
hypothesized to be related to the overall localization tendency were the nationality of
the parent company, the management orientation, headquarter-to-subsidiary flow,

industry, percentage of foreign ownership and number of expatriates in the local unit.

As indicated in the Participants section, data were received from 21 European
countries (i.e., Germany, Netherlands, Switzerland, Italy, Sweden, France, England
and Finland). In order to justify the aggregation, among the localization score across
these European companies, we first tested whether or not there were significant
differences among them using ANCOV A controlling for all other variables. The
analysis revealed that there was no significant difference in localization tendencies

among MNCs from these European countries (F(7, 4)= 0.892, p> .05).

In the same way, data were received from IT, Service and FMCG industries.
Service and FMCG industries were aggregated and grouped under the category of
multi-domestic industry. In order to justify the aggregation, we tested whether or not
there were significant differences between them through ANCOVA. The analysis
revealed that there was no significant difference in localization tendencies between

Service and FMCG industries (F(1, 19)=2.95, p> .05).

As stated in the Introduction, headquarter-to-subsidiary flow variable
included four dimensions which were low dependence on local inputs, frequency of

communication with the parent company, the dependence on the parent in terms of
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know-how and expatriates. As the number of expatriates was a continuous variable,
it could not be aggregated with the other three ordinal variables in headquarter-to-
subsidiary flow. The question measuring the dependence on local inputs has been
reverse coded in order to be consistent in the data analysis. A reliability analysis was
conducted for these three questions resulting in an alpha of 0.54. Although it was less
than 0.60, it was considered as barely sufficient for a 3-item scale. This internal
consistency provided justification to aggregate the scale scores by taking the means

of three items.

In total, there were three continuous (i.e., headquarter-to-subsidiary flow,
number of expatriates, percentage of foreign ownership) and three categorical
independent variables (i.e., the nationality of the parent company, management
orientation and industry). The categorical variables were dummy coded so that they
could be put into the multiple regression analysis with other three continuous

variables. The coding scheme is shown in Table 7.

Table 7. Dummy coding of categorical variables

dummy 1 dummy?

USA 1 0
Japan -1 1
Europe 0 -1
Ethnocentric 1 0
Polycentric -1 1
Geocentric 0 -1

Multi-domestic
Global

O =
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To test the Hypotheses 5 to 10 (except Hypothesis 7), all these predictors
were put into the multiple regression analysis with forced entry method by taking the
dummy variables (i.e., the nationality of the parent company, management
orientation, industry) and the three continuous variables (i.e., headquarter-to-
subsidiary flow, percentage of foreign ownership and number of expatriates) as the
independent variables and the overall localization tendency score as the dependent
variable. The model has an R-square of .49, meaning that the independent variables
explain 49% of the overall localization tendency in HRM practices in MNCs. The
model was significant (F(8,37)=4.37, p< .005). Since the tolerance values for all
predictors in the model were higher than 0.2 and all the VIF values were lower than
the threshold level of 2, it can be concluded that the multicollinearity between the

predictors was negligible.

The multiple regression included eight predictors that are not highly
correlated for a sample size of 51. The probability of detecting moderate effect
(detectable beta= 0.5) was 0.81 whereas the probability of detecting small effect
(detectable beta= 0.3) was 0.40. Since the tolerance level to detect an effect is 0.70,
the analysis have probably detected large and moderate effects but not detected small
effects. Table 8 summarizes the results of the multiple regression analysis with

forced entry method.
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Table 8. Multiple regression analysis with thcriterion of overall localization

tendency
B SEofB B R’
Overall model 0.49
Percentage of foreign ownership 0.00 0.01 -0.02
Number of expatriates 0.10 0.04 0.30°
Headquarter-to-subsidiary flow 0.30 0.17 0.28

Nationality dummy 1(USA=1, Japan=-1, EU=0) -0.18 0.15 -0.16

Nationality dummy 2(USA=0, Japan=1, EU=-1)  -0.25 0.16 -0.23

Management orientation dummy1(eth=1, poly= -0.51 0.19  -0.32"
-1, geo=0)
Management orientation dummy 2(eth=0, 0.32 0.16 0.24°

poly=1, geo=-1)

Industry dummy (multi-domestic=1, global=0) -0.14 0.26 -0.08
‘p<.10, * p<.05, ** p<.01, #++p<.001

Hypothesis 5 stated that an increase in cultural distance led to an increase in
the localization tendency and the degree of localization would be in the following
decreasing order: Europe, USA and Japan. The analysis revealed that the nationality
of the parent company could not explain a significant amount of variance in the
overall localization tendency of HRM practices. The data provided no support for
Hypothesis 5. Yet, when the countries were ranked according to the mean of the
degree of overall localization tendency, the ranking came out to be in the following
decreasing order: Europe (M= 2.92, SD= 1.00), Japan (M= 2.31, SD=0.58), USA

(M= 2.15, SD= 0.66) as hypothesized.
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Hypothesis 6 suggested that polycentric MNCs would be more localized than
ethnocentric and geocentric MNCs in HRM practices. The analysis revealed that the
management orientation of the MNC explained a significant amount of variance in
the overall localization tendency of HRM practices. The results revealed that
polycentric MNCs have a higher localization tendency than ethnocentric and
geocentric MNCs. When the management orientation choices were ranked according
to the mean of the degree of overall localization tendency, the ranking came out to be
in the following decreasing order: polycentric (M= 3.79, SD= 1.13), geocentric (M=
2.40, SD= 0.68), ethnocentric (M= 2.22, SD= 0.90). So, the data provided support for

Hypothesis 6.

Hypothesis 8 proposed that the degree of localization in HRM practices of
MNCs decreased as the MNC’s ownership status favored foreign partnership. The
analysis revealed that the foreign ownership percentage of the MNC could not
explain a significant amount of variance in the overall localization tendency of HRM
practices. Therefore, the data provided no support for Hypothesis 8. Yet, the

direction of the relationship appeared to be negative as hypothesized.

Hypothesis 9 stated that HRM practices of MNCs operating in multi-domestic
industries would be more likely to follow local practices compared to those in global
industries. The analysis revealed that the industry in which the MNC operates could
not explain a significant amount of variance in the overall localization tendency of

HRM practices. So, the data did not support Hypothesis 9.
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Hypothesis 10 suggested that the higher the flow from the parent company to
the subsidiary in terms of expatriates and information and the lower the dependency
of the subsidiary on the local resources, the lower the degree of localization in HRM
practices of MNCs. The results have indicated that there was a moderately significant
correlation between the overall localization tendency and headquarter-to-subsidiary
flow. The results also indicated that there was a significant correlation between the
number of expatriates and the overall localization tendency but in the positive
direction; opposite to the hypothesized direction. So, Hypothesis 10 was not

supported by the data.

In order to test the Hypothesis 7 which suggested that there would be an
interaction between nationality of parent company and management orientation, a
3x3 between-subject ANCOVA was conducted. The interaction between the
nationality of the parent company and management orientation was not significant

(F(4,33)=0.90, p>.05). So, Hypothesis 7 was not supported.

4.3  Effects of Localization: Satisfaction Level of Employees and HR Managers

Hypothesis 11 stated that the higher the degree of localization in HRM
practices of MNC:s, the higher the satisfaction level of HR managers and the
perceived satisfaction level of employees by HR managers. In order to test
Hypothesis 11, two correlation analyses were conducted. The first one was
measuring the satisfaction level of HR managers with the overall localization

tendency. The results indicated that there was no significant correlation (r = -0.19, p>



Chapter 4: Results 58

.05). The second one was measuring the perceived satisfaction level of employees by
HR managers with the overall localization tendency. The results indicated that there
was no significant correlation (r=-0.11, p> .05). Additionally, the direction of the
correlations came out to be in the opposite way compared to the hypothesized one.

So, Hypothesis 11 was not supported.

As an exploratory analysis, the localization tendency preferences of human
resource managers who were unhappy with the current degree of the localization
tendency were examined. The mean score came out to be 2.57 and only 2 of 14
wanted more localization whereas 7 of 14 wanted more global standardization and
the remaining 5 wanted more balance. So, it can be concluded that the preferences of

unhappy HR managers is leaning towards more global standardization.

Table 9 on the following page provides the intercorrelations among all study

variables.
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Table 9. Intercorrelations among the study variables
Mean SD 2 3 4 5 6 7 8 9 10
Dependent variable of the study
1 Localization tendency of overall HRM practices 2.46 0.83 041" 005 0477 -0.12 -026 -038° 0317 000 -0.14
Host country factors
2 Reported effect of the Turkish culture 0.22 0.24 - 028" 042" -0.16 0.12  -0.59"" 018  -0.08 -0.19
3 Reported effect of the legal context 0.12 0.16 - 0.19 0.08 0.12 -0.13 036" 0.23 0.14
4  Reported effect of the labor market conditions 031 023 - 0.01 0.08 -0.50"" 008 017 -0.09
Independent variables of the second purpose
5 Nationality dummy 1 (USA=1, Japan=-1, EU=0) 0.16 0.76 - -0.32°  0.00 -0.09 0397 0.12
6 Nationality dummy 2 (USA=0, Japan=1, EU=-1) -0.20 0.78 - 0.11 0.05 -0.27  0.00
7 Management orientation dummy 1 (eth=1, poly=-1, geo=0) 0.13 0.54 - -0.02 -0.05 0.14
8 Management orientation dummy 2 (eth=0, poly=1, geo=-1) -0.61 0.65 - -0.14  -0.02
9 Industry dummy (global=0, multi-domestic=1) 0.57 0.50 - -0.05
10 Percentage of foreign ownership 93.01 15.34 -
11 Headquarter-to-subsidiary flow 2.12 0.76
12 Number of expatriates 243 3.01
Independent variables of the third purpose
13 Satisfaction of HR manager with localization 4.20 1.07
14 Perceived satisfaction of employees with localization by HR manager 4.04 0.96
Organizational demographics
15 Duration of operations in Turkey 21.74  24.65
16 Firm size 728.88  925.25

p<.05, ** p<.01, *** p<.001
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10 11 12 13 14 15 16
Dependent variable of the study
1 Localization tendency of overall HRM practices -0.14 031" 027 -019 -011 -0.12 0317
Host country factors
2 Reported effect of the Turkish culture -0.19  0.05 0.07 -0.16 -0.16 -0.09 -0.02
3 Reported effect of the legal context 0.14  -0.16 -0.02 0.04 0.19 -0.19 -0.12
4 Reported effect of the labor market conditions -0.09 0.33" -0.23  -0.03 -0.10 -0.21 -0.02
Independent variables of the second purpose
5 Nationality dummy 1 (USA=I, Japan=-1, EU=0) 0.12  0.12 0.09 0.17 035 0.04 0.02
6 Nationality dummy 2 (USA=0, Japan=1, EU=-1) 000 -023 -026 -0.15 -0.10 -041" -045"
7 Management orientation dummy 1 (eth=1, poly=-1, geo=0) 0.14  -0.19 0.08 0.01 0.12 -0.04 0.06
8 Management orientation dummy 2 (eth=0, poly=1, geo=-1) -0.02 0.02" 013 -0.04 -0.12 -0.13 0.19
9  Industry dummy (global=0, multi-domestic=1) -0.05 042 -0.15 0.13  0.24 -0.06 -0.04
10 Percentage of foreign ownership - 045" -0.03 0.16 024 0.10 -0.04
11 Headquarter-to-subsidiary flow - -0.08 0.02 -0.02 -0.23 0.01
12 Number of expatriates - 0.15  0.04 0.17 0.60""
Independent variables of the third purpose
13 Satisfaction of HR manager with localization - 049" 0.17 0.20
14 Perceived satisfaction of employees with localization by HR manager - 0.00 0.10
Organizational demographics
15 Duration of operations in Turkey - 0.18
16 Firm size -

* p<.05, % p<.01, *¥¥ p<.001



Chapter 5: Discussion 61

Chapter 5

DISCUSSION

The overarching purpose of this study was to examine the factors related to
the localization tendency of HRM practices in MNC subsidiaries in Turkey. There
are three distinct purposes of this study. The first purpose was to examine the
localization tendency in different human resource management functions and identify
the host-country factors that are related to the localization tendency in each HRM
function. The second purpose of this study was to examine the localization tendency
in the overall HRM practices of MNCs and identify the organizational factors related
to the overall localization tendency in MNCs. Thirdly, the study aimed at examining
the satisfaction level of HR managers and the perceived satisfaction level of
employees by HR managers with the degree of localization tendency in the overall
HRM practices. Results overall indicated that the Turkish culture and the labor
market conditions were the two host-country factors that are perceived to be related
to the localization in HRM functions. Furthermore having a polycentric management
orientation and a relatively high number of expatriates were associated with the
overall localization tendency in HRM practices of MNCs. Finally, the satisfaction
level of HR managers and perceived satisfaction level of employees by HR managers

was not related to the localization of HRM practices.

Firstly, the factors related to the localization tendency in HRM functions will

be discussed. It was expected that the Turkish culture would be reported to influence
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the localization tendency in the recruitment and selection, performance appraisal and
compensation and benefits functions. The results have indicated that the cultural
context indeed was perceived to be one of the important factors that MNCs took into
consideration while localizing their HRM practices, especially in these three
functions. The reported effect of the Turkish culture on the localization tendency was
the highest in the performance appraisal function and the lowest in the training and

development function.

The reported effect of the legal context was expected to affect the localization
tendency in the performance appraisal and compensation and benefits functions.
However, the results showed that legal context was perceived to affect none of the
four HRM functions examined in the study. It was expected that the legal context
would affect the performance appraisal function because according to the new
Turkish labor law companies have to show actual performance results when firing
employees for reasons of low performance according to the new Turkish Labor Law.
The new labor law might not have perceived to affect the performance appraisal
practices yet as it has a very short history but it is expected to affect these practices in
the near future. On the other hand, the HR managers of those subsidiaries which
already have an established performance appraisal system might not have reported
legal context as a factor affecting the localization. It was expected that the legal
context would affect the localization tendency in compensation and benefits function
because of the country specific legislations such as minimum wage level or duration
of maternal leave. The results might not show this relationship as some of these

legislations such as minimum wage level affect only blue-collar workers. As the
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current study focuses on white-collar workers, the respondent HR managers might
not have perceived legal context as an important issue for the localization. Other than
that, the effect of legal context is usually seen on specific applications (e.g., duration
of maternal leave) rather than general applications (e.g., wage determination,
compensation methods). As the questionnaire contains questions about general

practices, the HR managers might have ignored the legal context.

It was expected that the labor market conditions would be reported to affect
the localization tendency in the recruitment and selection, training and development
and compensation and benefits functions. The results have indicated that labor
market conditions indeed was perceived to be one of the important factors that
MNC:s took into consideration while localizing their HRM practices, especially in
these three functions. The reported effect of the labor market conditions on the
localization tendency was the highest in the training and development function and

the lowest in the performance appraisal function.

To sum up, the Turkish culture was reported to be the most influential host-
country factor in the localization of performance appraisal, and compensation and
benefits functions, whereas the labor market conditions was reported to be the most
influential host-country factor in the localization of recruitment and selection, and
training and development functions. The legal context was reported to be the least

influential host-country factor in the localization of all four HRM functions.
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Next, the factors related to the overall localization tendency in HRM practices
across MNCs will be discussed. It was expected that the factors related to the
localization tendency in MNCs would include the nationality of the parent company,
management orientation, headquarter-to-subsidiary flow, industry, percentage of
ownership and number of expatriates. The results showed that having a polycentric
management orientation and having a a relatively high number of expatriates led to
an increase in the overall localization tendency in HRM practices of MNC:s.
However, the analysis revealed that the interaction between the management
orientation and the nationality of the parent company was not related to the
localization. The reason might be that management orientation is a firm-specific
issue rather than a country-specific one. The management orientations of different
MNC:s originated in the same country might not be homogeneous. The results
showed that the nationality of the parent company did not have a significant effect on
the localization tendency of HRM practices. Yet, the order of localization tendency
was in the following expected decreasing order: Europe, Japan USA. It can therefore
be concluded that the relationship between the management orientation and the
localization tendency is stronger than the relationship between the nationality of the
parent company and the localization tendency. The MNCs rely on their management
strategies, rather than the cultural differences between the home and host country

while making the localization decision of the subsidiary.

As expected, headquarter-to-subsidiary flow was moderately related to the
localization in HRM practices. The effect of the number of expatriates on the

localization tendency was also significant but the direction of the relationship was
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opposite to the expected one. As the number of expatriates increases, the degree of
localization tendency increases. The reason for this might be that as the number of
expatriates increase, the level of control of the MNC’s headquarters on the subsidiary
might decrease since the presence of expatriates provides an important control of the
subsidiary. The decrease in control eventually might lead to a localization of
practices. In contrast, the headquarters might not trust local managers in the absence
of any expatriates representing the headquarters so that they might impose strict

standardized rules on the local managers and practices.

The effect of the foreign ownership status was in the expected direction but
did not show a significant effect on the localization tendency. The reason for this
lack of significance might be the small sample size of the respondent subsidiaries
with ownership status favoring local partnership. Increased percent of foreign
ownership could have decreased the localization tendency had the sample been
larger. In addition, the foreign partners in joint ventures (e.g. US joint ventures in
Turkey) might have the so called “best practices” in HRM and the local partners
might have underdeveloped HRM practices which in turn led to a dominance of the

usage of HRM practices of the foreign partner in the joint venture.

The effect of the industry was not significant and this did not support the
hypothesis. The reason behind this might be the fact that the localization tendency in
the products and the services in multi-domestic industries might not be reflected to
the same extent in the localization of HRM practices. These subsidiaries might

localize their products or services according to the needs of their customers and
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internalize localization as a company strategy but might not transfer these strategic
choices to their HRM policies as they might not perceive HRM as a strategic

function.

Lastly, the effect of the localization tendency on the satisfaction level of HR
managers and the perceived satisfaction level of employees by HR managers will be
discussed. The effect of the localization tendency on the satisfaction level of HR
managers and the perceived satisfaction level of employees by HR managers was not
significant, contrary to the expectation of the study. Furthermore, for those HR
managers who were not satisfied, an increase in the global standardization in HRM
practices resulted in an increase in the satisfaction level. The reason might be related
to the financial constraints. As the practices of the subsidiary differentiate from the
ones of the headquarters, the allocated budget to those practices increases. Since each
subsidiary has its own budget independent of the headquarters, this increment in
budget should be supplied from the budget of HR department of the subsidiary.
Therefore, HR managers might prefer global standardization instead of localization
in order to control the cost associated with localization (e.g., administrating a new
performance appraisal system). Moreover, it is easier for HR managers to persuade
the employees in favor of the HR practices if the practices are similar to the ones in
the headquarters. HR managers may think that employees perceive the global
practices to be more objective than the local practices. As a result, they might think

that employees would prefer global standardization.
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This study has the potential to make a contribution to science and practice. As
stated in the Introduction, the previous studies investigating the localization tendency
of MNCs in HRM practices had a limited scope and concentrated on one HRM
function at a time. This seems unsatisfactory as different HRM practices might have
different degrees of localization tendency. This study has the potential to contribute
to the literature by differentiating the localization tendencies across different HRM
functions and the practices belonging to those functions. Additionally, the factors
influencing the localization tendency of HRM practices in MNC subsidiaries in
Turkey are examined. This is the first study in Turkey that attempts to identify the
factors influencing the localization tendency in HRM practices across MNCs by
collecting data from MINC subsidiaries. The results of this study will constitute a
benchmark for potential foreign investors in terms of design and implementation of

their HRM practices in Turkey.

Despite the strengths of the study, there are a number of limitations. Although
the power analyses results for all multiple regression analyses have indicated that the
sample size was adequate for detecting moderate effects, the results might have been
more significant had the sample size been bigger. However, as the number of
Japanese MNCs having an established HR department was low (approximately 20
MNCs) and they were very conservative in terms of information sharing, the desired
number could not be reached. Moreover, there were almost no Japanese MNCs who
were operating in a multi-domestic industry. They were mostly operating in global

industries in Turkey.



Chapter 5: Discussion 68

The satisfaction level of employees could not be measured directly. As the
employee satisfaction data were confidential, MNCs would not be willing to share
this information with outside parties. If these data were to be requested, the sample

size would have been even lower.

The HR managers were not asked for their level of knowledge about the
practices in headquarters and the management orientation of the headquarters. More
valid results might have been obtained if there would be a screening process for the
degree of knowledge of HR managers about the practices in headquarters and the

management orientation of the headquarters.

Although a detailed explanation page has been sent attached to the
questionnaire, some concepts might have been not carefully read due to time
constraints of HR managers. For example, HR managers might not have read the
definitions carefully and might have understood labor market conditions as the
qualifications of the candidates whereas it actually stands for the ease of finding
employees with the desired qualifications. Therefore, HR managers might have
answered some questions with their implicit understanding of the concepts,

disregarding the explanation provided by the researcher.

The present study can be further developed in the future. This study
investigated the localization of HRM practices for white collar non-managerial

workers. The degree of localization tendency might be different for managerial
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positions. Future studies should examine the localization tendency in HRM practices

for managerial positions which can complement the findings obtained in this study.

The worldwide experiences of different MNCs were not measured in this
study. The more experienced the MNCs are the more global standardization they
might apply in HRM practices. Therefore, this factor can also be considered as one
of the factors influencing the localization tendency in HRM practices across MNCs
in future studies. Additionally, the economic conditions of Turkey might affect the
localization tendency in some HRM practices in addition to the factors mentioned in
the study (i.e., the Turkish culture, the legal context and the labor market conditions).
So, this factor can also be regarded as one of those factors influencing the

localization tendency across HRM functions in future studies in Turkey.
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APPENDIX A: Explanation Page of the Questionnaire

Asagida, ankette yer alan bazi terimler size yardimci olmak amaciyla detayli olarak
aciklanmistir.

Global standardizasyon: Firmanin tim diinyadaki subelerinde, merkez firmayla ayni
insan kaynaklari uygulamalarinin kullaniimasidir. Eger subedeki (TUrkiye’'deki firma)
insan kaynaklari uygulamalari, merkez firmanin uygulamalariyla bire bir ayniysa
tamamen global standardizasyon var demektir.

Lokalizasyon: insan kaynaklari uygulamalarinin subenin bulundugu Ulkedeki yerel
kosullara gore degistiriimesidir. Subenin faaliyet gdsterdigi tlkedeki kosullar, merkez
firmanin bulundugu Ulkenin kosullarindan farkllastik¢a lokalizasyonun artmasi beklenir.

Global standardizasyon lokalizasyon

P E— (2) wreeemmeeeeeee (8) e (4) e (5)

1) tamamen global standardizasyon

2) cogunlukla global standardizasyon

3) global standardizasyon-lokalizasyon dengesi vardir
4) cogunlukla lokalizasyon

5) tamamen lokalizasyon

Tark kaltiranin  ozellikleri:  Tilrkiyede yasayan insanlarin genel tutum ve
davraniglaridir. Ornek: Turkiyede Ust-ast iligkilerinin daha mesafeli olmasi kulttrel bir
Ozelliktir.

Merkez firmanin yoénetim yaklasimi: Firmanin, subelerindeki ydnetim
uygulamalarinda global standardizasyon ve/veya lokalizasyon yapmak konusunda
aldigi karardir.

Ug farkli yaklasim izlenebilir:

a) tum subelerdeki ydnetim uygulamalari merkez firmanin uygulamalarina benzer.

b) subelerdeki yénetim uygulamalari bulunduklar tlkelerin uygulamalarina benzer.

c) subelerdeki ybnetim uygulamalari ana hatlariyla tim dinyada ortak olmakla birlikte,
alt uygulamalarda lokal varyasyonlar vardir. Uluslararasi standartlar belirlenirken her
sube farkli bir gbérev alir, daha sonra subelerden gelen bilgiler birlestirilip firmanin
dinya capindaki uygulamalari ortaya ¢ikarilir. Her sube bulundugu dlkenin sartlarina
gb6re alt uygulamalarda adaptasyona gidebilir.

is kanunundaki yasal yikiamliliikler: 4857 sayili is kanunundaki isverenin yerine
getirmesi beklenen yukimltlikler.

isglicii piyasasi: Aranan 6zelliklerdeki adaylarin kolay bulunup bulunamamasi.
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APPENDIX B: Questionnaire

Degerli katihmci,

Katiliminizi rica ettigimiz bu arastirma, Ko¢ Universitesi Endistri ve Orgiit Psikolojisi

YUksek Lisans Programi bitirme tezi arastirmasidir. Génulli olarak katillacaginiz bu

arastirma icin yalnizca 20 dakikanizi ayirmaniz yeterli olacaktir. Bu ¢alismanin

amaci, Turkiye'deki yabanci sermayeli firmalarin insan kaynaklari uygulamalarinda,

lokalizasyon veya global standardizasyon tercihlerini ne ydnde kullandiklarini

anlamaktir. Aragtirmanin sonuglari, Turkiye’nin 6nde gelen yabanci sermayeli

firmalarinin insan kaynaklari uygulamalarini benchmark imkani saglayacak bir

rapor halinde size sunulacaktir.

Anketi doldururken dikkat edilmesi gereken konular:

>

Bu anketi cevaplamak icin insan kaynaklari midurd veya direktérii olmaniz,
ve bu pozisyonda en az alti aydir ¢caligiyor olmaniz gerekmektedir.
Anketi cevaplarken beyaz yakali ve ydnetici olmayan calisanlara yoénelik

uygulamalar distnin(z.

Latfen anketin higbir yerine kendi isminizi veya firmanizin ismini yazmayiniz.
Arastirmadaki hi¢ bir sorunun dogru veya yanlis yaniti yoktur. Arastirmanin
saglikli sonuglara ulagsmasi, katilimin yiksek olmasina ve cevaplarin samimi
olmasina baglidir.

Ankette dért ana insan kaynaklari fonksiyonu ile ilgili sorular yer almaktadir.
Her biri igin, sizin firmanizdaki uygulamayi en iyi temsil ettigini disindiguniz
tanimlamay: élgegi kullanarak belirtiniz.

Anketi tamamladiginizda latfen size goénderilen didger zarfin igine koyup
postalayiniz.

Size yardimci olmak igin ilk soru detayli bir sekilde acgiklanmistir.

Litfen dikkatle inceleyin. Arastirmadaki diger sorular da ayni sekilde

cevaplanacaktir.

Katkilarinizdan dolayi tesekkir ederiz.
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Oncelikle, bagh oldugunuz uluslararasi firmanin ydnetim yaklasimini(management orientation)
6grenmek istiyoruz.

Litfen asagidaki soruyu dikkatle okuyup, bir sikki yuvarlak icine aliniz.
Uluslararasi firmanin (headquarter), yonetim yaklasimi (management orientation) nasildir?
a) tum subelerdeki ydnetim uygulamalari merkez firmanin uygulamalarina benzer.
b) subelerdeki yénetim uygulamalari bulunduklar tlkelerin uygulamalarina benzer.
c) subelerdeki ydnetim uygulamalari ana hatlariyla tim dinyada ortak olmakla birlikte, alt
uygulamalarda lokal varyasyonlar vardir. Uluslararasi standartlar belirlenirken her sube
farkli bir gérev alir, daha sonra subelerden gelen bilgiler birlegtirilip firmanin dinya

capindaki uygulamalari ortaya cikarilir. Her sube bulundugu dlkenin sartlarina gére alt
uygulamalarda adaptasyona gidebilir.

ISE ALMA VE YERLESTIRME

Her bir 5’li 6lcekte uygun olan bir sayiyi yuvarlak icine aliniz.

Firmanizin su andaki uygulamasi:

1) Firmanizda eleman ihtiyaci organizasyon iginden mi digsindan mi karsilanmaktadir?

Digindan icinden
U — e (3) —oommmer oo (4) —oommmere e (5)
Sadece Gogunlukla Esit oranda Gogunlukla Sadece

Bu uygulama;

Merkez firmanin yerel kosullara gére

uygulamalarina benzer degistirilmigtir

(global standardizasyon) (lokalizasyon)
(1) oo R (3) - (4) oo (5)
Tamamen Cogunlukla Esit oranda Cogunlukla Tamamen

Yukarida verdiginiz cevap dogrultusunda, global standardizasyon veya lokalizasyon
tercihinde asagidaki faktorlerden hangisi veya hangileri etkili olmustur isaretleyiniz.

] Tark kaltdrandn ] Merkez firmanin [ is kanunundaki [ isgiict
Ozellikleri ybnetim yaklasimi yasal yakamlaltkler piyasasil
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ileri sayfalardaki sorularin da ayni sekilde cevaplanmasi gerekmektedir.
2) Eleman se¢me sisteminde agirlikl olarak hangi kriter kullaniimaktadir?

davranigsal yetkinlikler

Teknik bilgi ve beceriler ve kisilik 6zellikleri
R . (8) oo () —oommmmmrer e (5)
Sadece Gogunlukla Esit oranda Cogunlukla Sadece
Global standardizasyon lokalizasyon
(1) oo (2) rmommmmreeemmre e (8) oo (4) —rrormmmrreemmeeeeeeees (5)

Tamamen Cogunlukla Esit oranda Cogunlukla Tamamen

O] Tark kaltdrandn ] Merkez firmanin [ is kanunundaki [ isgiict
Ozellikleri ybnetim yaklasimi yasal yakamlaltkler piyasasil

3) Firmaya personel temininde agirlikl olarak kullanilan yéntem nedir?

Standart personel saglama ydéntemleri

(ilan vermek, fuarlar, kampus ziyaretleri vb.) tanidik vasitasiyla
e R, (B) —ooeeereeneee e (4) —-remeemmmee oo (5)
Sadece Cogunlukla Esit oranda Gogunlukla Sadece
Global standardizasyon lokalizasyon
(1) =oeseemeemmmmeemeeeeees (2) --remeenmneeeeeneeee (8) woremmme e (4) - (5)
Tamamen Cogunlukla Esit oranda Gogunlukla Tamamen
] Tark kaltdrandn ] Merkez firmanin [ is kanunundaki [ isgiici
Ozellikleri ybnetim yaklasimi yasal yuokamlulukler piyasasi

4) Eleman se¢gme sisteminizde agirlikli olarak kullandiginiz degerlendirme ydntemleri
standartlastirilmis degerlendirmeler mi yoksa esnek degerlendirmeler mi ?

standart ve objektif uygulamalar standartlastinimamis,
(testler veya standartlastiriimig gérismeler) esnek degerlendirmeler
(1) oo (2) roemmmreeeemee e [, (4) oo (5)
Sadece Cogunlukla Esit oranda Gogunlukla Sadece
Global standardizasyon lokalizasyon
(1) oo (2) roremmmreeeeee e (8) ~orommrrerem e (4) e (5)
Tamamen Gogunlukla Esit oranda Gogunlukla Tamamen
L] Tark kaltdrandn [J Merkez firmanin [ is kanunundaki [ isgiici

Ozellikleri ybnetim yaklasimi yasal yuokamlulukler piyasasi
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PERFORMANS DEGERLENDIRME:

5) Performans degerlendirme sisteminizde agirlikli olarak ne tir performans kriterleri
kullanmaktasiniz?

Hedeflere ulasma ve

objektif is ciktilari tutum ve davraniglar
e ——— (2) roremmreeemee e R, (4) oo (5)
Sadece Cogunlukla Esit oranda Gogunlukla Sadece
Global standardizasyon lokalizasyon
(1) oo . (8) oo . (5)
Tamamen Cogunlukla Esit oranda Gogunlukla Tamamen
] Tark kaltdrandn ] Merkez firmanin [J is kanunundaki [ isgiici
Ozellikleri ybnetim yaklasimi yasal yuokamlulukler piyasasi

6) Nasil bir performans degerlendirme yéntemi kullaniyorsunuz?

Ustlere ek olarak baska sadece Ustlerin asti
degerlendiricilerin de oldugu bir sistem degerlendirdigi bir sistem
L — (2) roremmmreeeeee e R, (4) oo (5)
Sadece Cogunlukla Esit oranda Gogunlukla Sadece
Global standardizasyon lokalizasyon
(1) oo . (8) oo . (5)
Tamamen Cogunlukla Esit oranda Gogunlukla Tamamen
] Tark kaltdrandn ] Merkez firmanin [ is kanunundaki [ isgiici
Ozellikleri ybnetim yaklasimi yasal yakamlaltkler piyasasil

7) Calisanlara performans degerlendirme sonuglari ile ilgili geribildirim nasil verilir?

Ust{ tarafindan Ustl tarafindan dolayl,

dogrudan ve acgik ustl kapali,incelikle
O — R (3) —rrmrmmmrrrmemmeeeeeeees I (5)
Sadece Gogunlukla Esit oranda Gogunlukla Sadece

Global standardizasyon lokalizasyon
(1) oo R e (4) rrormmmreeeemeeeeeeecs (5)

Tamamen Cogunlukla Esit oranda Cogunlukla Tamamen
L] Tark kaltdrandn ] Merkez firmanin [J is kanunundaki [ isgiici

Ozellikleri ybnetim yaklasimi yasal yuokamlulukler piyasasi
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8) Calisanlarin performansi hangi siklikta degerlendiriimektedir ?

Belli zamanlarda yapilan
resmi/formel gérismeler

(1) oo o (8) oo (4) -
Sadece Cogunlukla Esit oranda Gogunlukla
Global standardizasyon
(1) oo (2) rroremmrreeeee e (. (4) -
Tamamen Cogunlukla Esit oranda Cogdunlukla

[ is kanunundaki
yasal yukamlultkler

[1 Merkez firmanin
ybnetim yaklagimi

L] Turk kaltGrdndn
Ozellikleri

EGITiM VE GELiISTIRME:

9) Firmanizin egitime ayirdigi butge disik mudir yiksek midir?

Cok dusuk
(1) oo (2) ~oemmreeemee e (3) ~roommrermmme e (4) -~
Dislk Orta Yiksek
Global standardizasyon
(1) oo (2) —roemmreeeme e (8) oo (4) -
Tamamen Cogunlukla Esit oranda Gogunlukla

[ is kanunundaki
yasal yokumlulikler

1 Merkez firmanin
ybnetim yaklasimi

L] Turk kaltOrdndn
ozellikleri

10) Egitim ihtiyaclarinin belirlenmesinde agirlikli olarak kullanilan yéntem nedir?

Performans degerlendirme
sonuclari veya objektif kriterler

(1) wmrrerrerreereee e e (8) oo (4) ---re

Sadece Gogunlukla

Global standardizasyon

—— (2) s R (4) -

Tamamen Cogunlukla Esit oranda Gogunlukla

[1 Merkez firmanin
ybnetim yaklasimi

L] Turk kaltOrdndn
ozellikleri

[ is kanunundaki
yasal yokimlulikler

yilin her zamani yapilan
gayriresmi gériasmeler

................... (5)

Sadece

lokalizasyon

................... (5)

Tamamen

[ isgiici
piyasasi

Cok yuksek

................... (5)

lokalizasyon

................... (5)

Tamamen

[ isgiici
piyasasi

yOnetici talepleri
veya kisisel iliskiler

................... (5)

Sadece

lokalizasyon

................... (5)

Tamamen

[ isgiici
piyasasi
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11) Calisanlarin egitim ihtiyaglari nasil belirlenmektedir ?

sadece IK nin ve (istlerin

Cahlisanin da katkisiyla g6rigleri alinarak
R — R (8) = e (5)
Sadece Gogunlukla Esit oranda Gogunlukla Sadece
Global standardizasyon lokalizasyon
(1) oo (2) rroremmrreeeee e (B) oo (4) romrmmmrreemmeeeeeeees (5)
Tamamen Cogunlukla Esit oranda Cogdunlukla Tamamen
O] Tark kaltdrandn ] Merkez firmanin [ is kanunundaki [ isgiici
Ozellikleri ybnetim yaklasimi yasal yakamlaltkler piyasasil

12) Firmaniz agirlikli olarak hangi tip egitimlere énem vermektedir?

kisiler arasi iligkileri

isle ilgili teknik egitimler gelistirmeye yénelik egitimler
(1) == (2) roremmmreeemee e (8) ~ooommemremee e (4) ooremmm oo (5)
Sadece Gogunlukla Esit oranda Cogunlukla Sadece

Global standardizasyon lokalizasyon

(1) oo ) R — (5)

Tamamen Cogunlukla Esit oranda Cogunlukla Tamamen

] Tark kaltdrandn ] Merkez firmanin [ is kanunundaki [ isgiici

Ozellikleri ybnetim yaklasimi yasal yuokamlalukler piyasasi
UCRET YONETIMI:

13) Ucretlendirme sisteminde kullanilan yéntem nedir?

is degerlemesi

(6rn: HAY sistemi) dst ydénetimin kararlari
(1) oo e (8) oo I (5)
Sadece Cogunlukla Esit oranda Gogunlukla Sadece
Global standardizasyon lokalizasyon
(1) oo L (8) oo R (5)
Tamamen Cogunlukla Esit oranda Cogunlukla Tamamen
O] Tark kaltdrandn ] Merkez firmanin [ is kanunundaki [ isgiici

Ozellikleri ybnetim yaklasimi yasal yakamlaltkler piyasasil
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14) Ucret artislarinda hangi faktdr daha ¢ok rol oynar?

kidem veya Ust yénetimin

Performans
U R — R (3) —oommmerrr oo (4) —----
Sadece Cogunlukla Esit oranda Cogunlukla
Global standardizasyon
R L (3) oo (4) —----
Tamamen Cogunlukla Esit oranda Gogunlukla

L] Turk kaltOrdndn
ozellikleri

[ is kanunundaki
yasal yokumlulikler

[1 Merkez firmanin
ybnetim yaklasimi

15) Calisanlara daha ¢ok hangi tip 6diller veya tesvikler verilir?

Bireysel ddller

U (2) roremmrreeenee e (3) rrormmmmreeemee e (4) -
Sadece Cogunlukla Esit oranda Gogunlukla
Global standardizasyon
Ry L (3) oo (4) —----
Tamamen Cogunlukla Esit oranda Gogunlukla

[ is kanunundaki
yasal yuokamlultkler

[1 Merkez firmanin
ybnetim yaklasimi

L] Turk kaltGrandn
Ozellikleri

16) Calisanlara yan haklar neye gore verilir?

Kideme veya
Ise gore
(1) =-eeeemeemmmmseeeeeeeees R e (4) -
Sadece Cogunlukla Esit oranda Cogunlukla
Global standardizasyon
Ry L (8) e (4) —----
Tamamen Gogunlukla Esit oranda Gogunlukla

[ is kanunundaki
yasal yuokamlultkler

[1 Merkez firmanin
ybnetim yaklagimi

L] Turk Kaltardndn
Ozellikleri

takdiri

................... (5)

Sadece

lokalizasyon

................... (5)

Tamamen

[ isgiici
piyasasi

Grup édlleri

lokalizasyon

................... (5)

Tamamen

[ isgiict
piyasasi

dst ydénetimin
takdirine gbre

Tamamen

[ isgiici
piyasasi
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17) Genel olarak tim insan kaynaklari uygulamalarini disindigtntzde, firmanizdaki uygulamalar;

Merkez firmanin yerel kosullara gére
uygulamalarina benzer degistirilmistir
(global standardizasyon) (lokalizasyon)
(1) oo (2) —roemmeeeme e (8) oo T — (5)
Tamamen Cogunlukla Esit oranda Gogunlukla Tamamen

SIRKET BILGILERI

Sektor:

Eleman sayisi:

Uluslararasi firmanin geldigi Glke:

Turk bir firmayla ortaklik var mi? Evet [ Hayr [
Varsa, uluslararasi firmanin ortakliktaki ylizdesi:

Kag yildir Tarkiye’'de faaliyet gbsteriyor?

Firmadaki yabanci ybnetici sayisi?

Yerel kaynaklara( hammadde veya teknoloji) baglihk?

Litfen arka sayfaya geciniz.
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KiSISEL BILGILERINIZ (Anketi dolduran kisiye ait bilgiler)

Cinsiyetinizz K [ E O
Yasiniz:

Kag yildir bu firmanin insan kaynaklari departmaninda ¢alismaktasiniz?

Firmanizdaki insan kaynaklari uygulamalarinin lokalizasyon- global standardizasyon dengesinden
memnun musunuz?

Ry (2) < (3) e (4) <o (5)

Hi¢c memnun degilim biraz memnun degilim ne memnun ne degilim biraz memnunum ¢ok memnunum

Eger memnun degilseniz tercihiniz ne yénde olurdu? (Eger memnunsaniz bu soruyu atlayiniz)

(1) oo (2) - (3) - (4) = (5)
Gok daha fazla biraz daha fazla globalizasyon -lokalizasyon biraz daha fazla ¢ok daha fazla
global standardizasyon global standardizasyon dengesi lokalizasyon lokalizasyon

Sizce firma g¢alisanlari, firmanin insan kaynaklari uygulamalarindan ne derece memnunlar?

Hi¢ memnun degiller biraz memnun degiller ne memnun ne degiller biraz memnunlar ¢ok memnunlar

Anketi lttfen size gonderilen diger zarfin igine koyup postalayiniz.
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APPENDIX C

Table. Mean scores for each HRM practices by US, European and Japanese MNC

subsidiaries
Average score of the practice
USA JAPAN EUROPE
1-Recruitment source 2.89 2.36 2.57
Recruitment and 2-Selection criteria 3.47 3.00 3.10
Selection 3-Recruitment method 1.84 2.09 2.05
4-Selection method 2.26 2.64 2.19
5-Performance criteria 2.58 2.55 2.57
. 6-Appraisal method 3.32 391 3.33
Perf A 1
CHIOMMAnce APPIAAL 5 performance feedback 147 2.36 1.90
8-Frequency of appraisal 1.89 2.27 2.10
9-Investment to training 3.53 2.82 343
Traini d 10-Method used in
Dzalslglgn?;lnt determination of needs 2.05 2.91 2.33
velop 11-Determination of needs  2.79  3.18 281
12-Content of the training  2.89 2.27 3.00
13-Compensation method 1.95 2.55 1.81
) 14-Wage determination 1.95 2.27 2.29
Compensation and i

Benefits 15-Type of benefits 2.47 2.73 2.95

16-Performance-reward
contingency 1.74 2.36 1.81

*interpretation of the means can be made by looking at the research questionnaire presented in Appendix B



