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Thesis Abstract
Pinar Biiyiikbalcl, “Analyzing Activities of Multinational Enterprises through

Foreign Direct Investment Patterns: A Value Chain Based Perspective”

Main aim of this study is to analyze foreign direct investment patterns of
multinational enterprises in Turkey by attempting to understand their relation with
type of competitive advantage pursued by the firm and firm performance. Value
chain framework has been used in the study while classifying foreign direct
investments as “upstream” and “downstream”, and also certain dynamics as degree
of coordination/integration in the corporate network, degree of subsidiary autonomy,
and certain environmental factors like degree of across density and within density in
the MNE network have been taken into account while developing research
hypotheses. The research model and related hypotheses are tested using data from 95
multinational enterprises all of which are International Investors Association of
Turkey (YASED) members.

The results indicate that, while the mediating role of differentiation based
competitive advantage prevails in the relationship between all types of investments
and firm performance, this role is valid for cost leadership based competitive
advantage only in terms of export performance. Furthermore, the results point out the
significant role of within density for firms in creating both types of competitive
advantages. Also, it is found that, degree of global coordination/integration in the

MNE network is negatively related to degree of subsidiary autonomy.
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Tez Ozeti
Pinar Biiyiikbalc1, “Cok Uluslu Isletmelerin Faaliyetlerinin Dogrudan
Yabanc1 Yatirim Hareketleri Yoluyla Incelenmesi: Deger Zinciri Temelli Bir

Yaklagim”

Bu ¢aligmanin amaci, Tiirkiye’deki ¢cok uluslu isletmelerin dogrudan yabanci yatirim
hareketlerini, izledikleri rekabet avantaji ve firma performansi ile iliskili olarak
analiz etmektir. Aragtirma hipotezleri gelistirilirken, dogrudan yabanci yatirimlarin,
“yukariya doniik” ve “asagiya doniik” olarak siniflandirilmasinda deger zinciri
yaklagimi ele alinmig, bunun yaninda, isletme agindaki koordinasyon / biitiinlesme
diizeyi, isletme agindaki capraz ve i¢sel yogunluk ve sube 6zerkligi dinamikleri de
g6z oniinde bulundurulmustur. Arastirma modeli ve ilgili hipotezler, Yabanci
Sermaye Dernegi (YASED) iiyesi olan 95 c¢ok uluslu isletmeden elde edilen veriler
yoluyla test edilmistir.

Sonuglar, farklilastirma temelli rekabet avantajinin, tiim yatirim tipleri ile
firma performansi arasindaki iliskide 6nemli bir rol oynadigini gosterirken, maliyet
liderligi temelli rekabet avantajinin, yalnizca yapilan dogrudan yabanci yatirimlar ile
ithracat performansi baglamimda 6nemli bir rolii oldugunu gostermektedir. Bunun
disinda, sonuglar, igsel yogunluk diizeyinin her iki tiirdeki rekabet avantaji iizerinde
de 6nemli bir etkisi olduguna isaret etmektedir. Ayrica, isletme agmdaki
koordinasyon / biitiinlesme diizeyi ile sube 6zerkligi arasinda negatif bir iliski oldugu

ortaya konmustur.
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CHAPTER 1

INTRODUCTION

Activities of multinational enterprises (MNEs) have been an issue of interest in
international business literature since forces of globalization started to shape market
conditions. Rapid economic growth of Japan was followed by newly industrialized
countries (NICs) since 1970s, and international transactions boomed as a result of the
dominance of a more liberal trade environment all over the world (Flaherty, 1996).
Under these changing market conditions, the antecedents and outcomes of the
activities carried out by MNEs are changing drastically as well; and in this change
process, MNEs strongly affect and, in turn, are being affected by the strength of
certain global forces. Even the small businesses cannot be thought to be immune
from the impact of these global forces as they are obliged to share common
customers and resources with their giant counterparts (Kanter, 1997).

According to widely accepted international reports like that of OECD and
UNCTAD, tracking “Foreign Direct Investment” (FDI) flows is the best way to
follow and capture the essence of activities performed by MNEs. In literature,
definition of MNE emphasizes making a substantial amount of direct investment in
foreign countries, not just performing trading relationships of export and import
(Bartlett et al., 2008). More specifically, FDI is “a financial process associated with
companies operating and controlling income-generating facilities in at least one

country outside their country of origin”; while an MNE is “a tangible entity that in



some way will impact a home country, which is where its headquarters is located,
and one or more host countries, the recipient(s) of incoming FDI” (Cohen, 2007;
p-36). Moving from this definition on, analyzing the activities and strategies of
MNEs will require a deep analysis of direct investment structure of those companies,
along with other variables.

However, using a systemic framework is an obligation to trace these flows to
be able to accurately interpret them. At this point, strategic management literature
integrates harmonically with international business literature and provides the tools
that are needed to uncover the reasoning behind certain strategies of MNEs.

Strategic decisions of a firm competing in the global marketplace is very
complex due to interdependent nature of decisions regarding global operations
consisting of multiple products, different country environments, resource sourcing
options, corporate and subsidiary capabilities, and strategic options (Pearce &
Robinson, 2003). To effectively manage this complex decision process, MNEs
should carefully analyze its strategic inputs as they provide the foundation for its
strategic actions that will help them to achieve competitiveness and above-average
returns (Hitt et al., 2005).

In compliance with these, this study attempts to integrate foreign direct
investment patterns of MNEs in Turkey with Porter’s (1998) “Value Chain”
framework and generic strategies of cost and differentiation. It also attempts to
clarify this relationship by putting it into a framework consisting of moderating
variables regarding the relationship between subsidiary and MNE headquarter, the
network structure of MNEs in terms of degree of global coordination/integration and
“across density” and “within density” concepts of Ghoshal and Bartlett (1990).

Throughout the study, Strategic Approach, which attempts to analyze organizational



dynamics in large multinationals which have already undertaken internationalization
process on multiple occasions (Galan et al., 1999) has been adopted. Within this
approach, organizational structure also plays an important role; thus Network View
of the multinational enterprise has been highly referred to throughout the research
conducted.

Moving from these points on, this dissertation is structured as follows: The
following chapter introduces a theoretical framework by presenting a literature
review on research constructs. The third chapter outlines research design and
methodology, by putting forth research objectives, the qualitative study, and the
conceptual model along with operationalization of variables, data collection method
and sampling procedure. Following, the fifth chapter presents data analysis and
findings of the study; and, the final section draws conlusions from these findings as

well as presenting certain research limitations and future research veins.



CHAPTER 2

LITERATURE REVIEW

Literature review aims to shed light on main constructs employed in the model that
will be researched in further parts. These issues include; concept of foreign direct
investment, multinational enterprises and dynamics related to their competitiveness,
headquarter - subsidiary relationship within MNE network structure, major
international strategies employed by MNEs, Porter’s value chain and its relation to

generic strategies in international business environment.

Concept of Foreign Direct Investment

Direct investments made by foreign firms in host countries have been considered to
be important anchors of international business activities especially in the last few
decades. While a century ago economic transactions were largely conducted between
independent buyers and sellers, today, a large amount of non-agricultural trade in
goods, and a large amount of cross-border capital and technology flows are
undertaken by and within the same company or groups of related companies
(Dunning, 2002). Proportionately with the intensity of these flows, firms transfer
their resources to different regions of the world to benefit from the variety of
opportunities existing in the global marketplace; and foreign direct investment (FDI),

represents the ultimate point of penetration to foreign markets. In other words, the



territorial expansion of a firm’s production outside its national boundaries has been
achieved by extending itself through making foreign direct investments (Dunning &
Lundan, 2008; Wilkins, 2003). Therefore, foreign direct investment data are regarded
as one of the most relevant indicators of multinational enterprise activity by scholars
(Robock & Simmonds; 1989).

In a recent OECD report, FDI has been defined with the following words

(Christiansen et al., 2007):
Foreign direct investment (FDI) reflects the objective of obtaining a
lasting interest by a resident entity in one economy (direct investor) in
an entity resident in an economy other than that of the investor (direct
investment enterprise) (p. 20).
The lasting interest implies the existence of a long-term relationship between the
direct investor and the enterprise and a significant degree of influence on the
management of the enterprise.

For a company, there are two ways of making FDI. The first one is through
making a “greenfield investment”, which means the creation of a local production
facility by setting up a new facility that fully complies with the corporate’s structural
needs in the host country, while the second one is through a “merger or acquisition”,
which means taking over an existing facility and thus presenting the benefit of
strengthening the existing ownership advantages by combining them with the assets
of the foreign entity (Morsink, 1998). Whatever the type of FDI is, recently, many
countries are competing to attract FDI by providing certain incentives for investing
companies, making attempts to develop human resources, maintaining a higher
degree of liberalization, and trying to set the right balance between restrictive
policies comprising tight reins over the economic and industrial power of foreign

investors and enlightened control (Spar, 2003; Sagafi-Nejad, 1998).



Finally, it should be noted that, in studies on FDI, interpreting only the
statistical figures is not enough to evaluate the nature, amount and type of FDI made
by a company. In international business literature, it is a widely accepted criterion
that a company is expected to have value-added facilities in more than two countries,
before being classified as a multinational (Cohen, 2007). Thus, studying the role of

FDI in relation with value creating activities of a firm is highly desired in literature.

Theory of Multinational Enterprise and Related Issues

Transaction Cost Theory and Internalization Advantage

Transaction cost theory (TCT) sees the transaction as the basic unit of analysis and
points out that understanding how to economize the costs of these transactions is
central to the study of organizations (Williamson, 1981). The theory identifies certain
characteristics of transactions which create problems and difficulties and accordingly
argues that transaction costs can be minimized when the costs of negotiating,
monitoring and enforcing transactions are economized by use of an appropriate
governance mechanism (Roberts & Greenwood, 1997).

According to the theory, transaction costs stemming from the relationships
between the organization and its environment are of primary importance in
determining organizational characteristics (Williams, 2000). With this premise, the
theory becomes a prominent approach to evaluate the costs that occur as a result of
MNESs’ expansion abroad as such an expansion necessitates a governance mechanism
to effectively organize the interdependencies emerging between agents located in

different countries each of which constitute a different environment with new actors.



As a structural governance mechanism, MNE should be the most efficient way to
minimize the costs incurred between these actors and the MNE itself — costs
involving transfer of know-how, raw materials, components, marketing and
distribution services and financial capital. In other words, these costs should be lower
than the benefits gained through a multinational structure (Hennart, 2003). To
maintain such a structure, a comparison of the relative costs of negotiating,
monitoring and enforcing contracts, and carrying out the transactions internally
versus externally is of critical importance (Wiersema & Bowen, 2008).

As can be understood from the above explanation, the notion underlying
TCT is largely reflected in the internalization advantage of MNE which proposes that
costs of individual transactions appear to be the main reason of internalization of
intermediate product markets. Therefore, as a result of internalization advantage,
MNE emerges as a governance structure for global operations to manage dynamic
coordination of costs and benefits arising from the access to cross-border assets and

learning capabilities (Dunning, 2000a).

Resource Dependence Theory and Ownership Advantage

Resource Dependence Theory (RDT) argues that the goal of an organization is to
minimize its dependence on other organizations for the supply of scarce resources in
its environment and to find ways of influencing them to make resources available
(Jones, 2004). In this sense, RDT examines the process used by managers to assess
the environment, devise strategic responses, and restructure the organization to

reduce or eliminate resource vulnerability. Thus, organizations act proactively to



manage resource dependence and, in the process, they can shape and alter the
environment in which they operate (Jaffee, 2001).

In terms of international expansion, RDT posits that the opportunity to
leverage the firm’s excess resources into new markets is the basis and motive for
corporate strategic choice (Wiersema & Bowen, 2008). Parallel to this notion,
Dunning (2002) emphasizes ownership advantages obtained by a multinational
enterprise as the means to manage critical resources. Especially, two aspects caused
by this advantage are directly related to resource-based view. The first one is about a
preferential access to a particular input or market. Here, the firm has the option of
leasing the rights obtained by this input or market to other local or foreign firms.
Second one regards the possession of a unique intangible asset like a patent or a trade
mark, which is often the output of the firm’s own research and development
activities or the accumulation of managerial expertise, and is transferred to other
firms through a technical service agreement, managerial contract and the like.

To sum up, RDT integrates with MNE theory in that, it highlights the
importance of unique resources and the dynamics of resource accumulation along
with certain ownership advantages that a firm acquires to create these particular

resources and competences (Dunning & Lundan, 2008).

Location Specific Advantage and Related Theories

Dunning (2000b) puts forth the role of several theories that supports the importance
of location specific advantages for the MNE. These theories mostly focus on demand
and supply oriented variables, economies of scale and scope, existence of

complementary assets and certain government induced incentives, oligopolistic



behavior and exchange rate. All these diverse theories are also supported by general
theories of resource dependence and transaction cost in certain aspects, as they
attempt to facilitate cost reduction through gaining access to certain regions,
providing economies of scale and scope, and benefiting from advantageous exchange
rates, while providing competitive advantage in terms of gaining access to resources

like complementary assets and incentives.

Network Theory

As a response to the increase in international trade activities, functions of MNEs get
more and more dispersed, causing the number of connections in the international
organizational structure of the MNE to increase. This interconnected structure of
MNE has sometimes been viewed as a spatial network driven by the geographical
distances and sometimes as a global information network driven by entrepreneurs
(Casson, 2005). No matter what the deriving point is, viewing this international
structure as a “network’ has been widely approved in literature as it provides a useful
framework for anticipating the relationships created by these numerous connections
(Parkhe et al., 2006; Contractor et al., 2006). This view as a tool has been best
described by Ghoshal and Bartlett (1990) in the following statement:

In particular, we believe that the concept of network, both as a

metaphor and in terms of the tools and techniques of analysis it

provides, reflects the nature and complexity of the multinational

organization and can provide a useful lens through which to examine

this entity (p.604).
Network approach provides a useful framework especially to trace internalization

and ownership advantages simultaneously, as transaction costs incurred and

ownership patterns of resources are best represented with individual linkages utilized



by such an integrated system (Buckley & Casson, 2003).These networks consist of
certain relationships of MNEs with suppliers, customers, particular governments,
NGOs and even competitors (Bartlett & Ghoshal, 2002; Dunning & Lundan, 2008).

Also from a different but not controversial angle, a network approach
provides a useful framework for analyzing the activities of MNEs as it allows the
researcher to emphasize the issues of control and coordination, and their institutional
roots, which are directly or indirectly related to dynamics regarding both transactions
of the market and the administrative structure of the firm (Dunning & Lundan, 2008).

The most classical approach to this kind of network perspective is to assume
the MNE as consisting of a “national subsidiary structure”. In a national subsidiary
structure, each foreign subsidiary reports directly to the president or main board of
the parent, without intermediate layers of management either at regional headquarters
or international division headquarters (Robock & Simmonds, 1989).

Regarding the issue of control and coordination, there emerged a substantial
amount of literature basing on the subsidiary being autonomous or not (e.g.
Birkinshaw, 1996; Andersson et al., 2007; Nohria & Ghoshal, 1994). Following
former studies, Papanastassiou and Pearce (1994) examined foreign affiliates and
identified three main groups. The first was the “truncated miniature replica” (TMR)
affiliate, which was defined as an import-substituting affiliate that produces and sells
locally the established products of the MNE. Second type of affiliate was
“rationalized product subsidiary” (RPS), which is involved in the production of
intermediate goods. And the third type was the “world” or “regional” product
mandate (WPM/RPM) affiliate. According to the authors;

...while RPSs may provide a valuable first step, by increasing the

scope for the use of a country’s current productive resources (a

quantitative benefit), WPMs can take their contribution beyond this by
(in a more qualitative manner) providing the country’s more

10



distinctively talented personnel with the opportunity to help to develop

a unique source of competitive advantage within the MNE’s global

portfolio of assets (p.214).
Finally one of the widely accepted works in the field of subsidiary autonomy is that
of Martinez and Jarillo (1991). In a study of fifty subsidiaries of MNEs, they found a
connection between their strategy and their use of different coordination
mechanisms; more specifically, the authors found that, subsidiaries pursuing
strategies with a high degree of integration with their corporate parent make a much
more extensive use of both “formal” and “subtle” coordination mechanisms. Moving
from this point on, Martinez and Jarillo (1991) defined three types of subsidiaries;
namely, autonomous, receptive and active. They differentiated between “receptive”
and “autonomous” subsidiaries by proposing that, receptive subsidiaries will make a
heavier use of coordination mechanism than autonomous subsidiaries. Also, they
defined “active” subsidiary as one that performs many value chain activities in a
close interdependence with the rest of the firms, thus constituting and active node in
a tightly knit network. However, they found no empirical support for the use of
specific coordination mechanisms by active subsidiaries.

By looking at the issue from another perspective, Beamish et al. (2003)

developed a framework regarding “affiliate competence” and “affiliate initiative”.

Table 1. Affiliate Competence and Affiliate Initiative

Low Affiliate Capability High Affiliate Capability

High localization pressures Form alliances or make Take strategic initiative
acquisitions
High globalization pressures Follow parent’s instructions | Influences parent strategies

11




As seen in Table 1, before taking initiatives, capabilities of affiliates and parents
should first be evaluated for the area in question. The parent’s capability in affiliate’s
market will depend on whether the affiliate’s market is significantly different from
what the parent is used to (high localization pressures) or not (high globalization
pressures). If it is, and if the affiliate has a good depth of knowledge in the area, it
should provide strategic leadership. If neither the parent nor the affiliate has the
necessary competence, the company should either get out of the segment or the
affiliate should try to build capability, perhaps by alliance or acquisition. In product
areas where globalization potential prevails, the affiliate will need to pay close
attention to parent company expertise. When the affiliate’s technological and market
knowledge is low relative to that of the parent, the affiliate should simply follow
parent company direction. However, when affiliate’s competence is also high, the
affiliate will attempt to influence parent strategy.

Beamish et al. (2003) further emphasize that, affiliate managers, whether
taking strategic initiative or following parent instructions, must be well-connected to
their headquarters, as taking initiative does not necessarily imply declaring
independence and is also possible to some extent in an interdependent relationship.
Taking the initiative in an interdependent relationship means bringing ideas and
plans to the key management committees and championing them.

Finally, one of the most outstanding studies regarding the coordination
mechanisms within the MNE network has been conducted by Ghoshal and Bartlett
(1990). They pointed out the importance of the network perspective by stating the
shifting interest towards the coordination of tasks in a network of established foreign
subsidiaries and analysis of the competitive advantages that arise from the potential

scope economies of such a network. Ghoshal and Bartlett (1990) stated the main
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argument in their paper as, “...different attributes of a multinational such as the
configuration of its organizational resources and the nature of interunit exchange
relations that lead to such a configuration can be explained by selected attributes of
the external network within which it is embedded and on which it depends for its
survival.” (p. 604).

Two important concepts have been introduced by Ghoshal and Bartlett (1990)
when these attributes of the MNE network are considered and these concepts are
explained over an example. In this example, the authors describe a multinational
enterprise, M, with operating units in countries A, B, C, D, E, and F and a focal
organization in the corporate headquarters, H. By the term multinational network, the
authors refer to all the relationships and linkages that exist among the different units
of M. In this network, each of the national operating units of M is embedded in a
unique context and, for any type of exchange relationship, has its own organization
set. For example, the unit A can have existing or potential exchange relationships
with a specific set of suppliers (sa), buyers (ba), regulatory agencies (ra), and its
competitors (ca). Collectively, the group consisting of sy, ba, 1a, ca, etc. constitutes the
“organization set of A” (OS4). Ghoshal and Bartlett (1990) name the extent to which
the actors within the set are connected to one another as the “density of OS,” which
indicates the extensiveness of exchange ties within the elements of the organization
set of A. Such linkages among the different local organization sets of different units
of M collectively constitute the external network. Considering the boundaries of this
network, the authors introduce two important concepts: “within density” and “across
density”. The density of ties within each of the local organization set is named as
within density; while the density of ties within the total external network, in other

words, across different organization sets, is named as across density. The main
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thesis of authors is that, distribution of resources among different affiliates and the
structural characteristics that mediate internal exchange relationships within the
MNE network can be explained in terms of attributes stemming from these two
densities. With this, they imply that, these two concepts act as important
determinants in international business research.

Ghoshal and Bartlett (1990) further mention that, across density has increased
substantially due to the emergence of digital technology and the growing trends of
standardization, which facilitated cross-border integration among suppliers,
customers and other industry participants. In this vein, across density represents
“global linkages” which requires higher degrees of cross-border integration; while
within density represents “local linkages” which requires higher degrees of
integration with local actors.

Thus, implementation of international strategies employed by MNEs (which
will be explained in the following part) should also be considered in relation to the

impact of these linkages in the overall network of MNE.

Internationalization Strategies of MNEs and Their Relation to Global

Coordination/Integration of MNE Activities

Multinational enterprises are believed to play a prominent role as they have a global
reach that allows them to co-ordinate production and distribution across many
countries. By virtue of operating internationally, the MNE enjoys much wider
geographic scope than the purely national domestic corporation. This also causes the
MNE to face more complex, multiple operating environments than does the domestic

firm. This makes strategic decision-making a challenging process by increasing the
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range of strategic options or choices of strategic directions available to the firm
(Robock & Simmonds, 1989; OECD Report, 2007).

To develop a worldwide competitive advantage, an international company
must achieve three strategic objectives (Bartlett et al., 2008); it must build global-
scale efficiency in its existing activities, it must develop multinational flexibility to
manage diverse country specific risks and opportunities, and it must create the ability
to learn from its international exposure and exploit that learning on a worldwide
basis. To achieve these objectives, some corporate strategies give individual country
units the authority to develop their own business level strategies while others dictate
the pre-determined business level strategies in order to standardize the firm’s
products and sharing of resources across countries (Hitt et al., 2005; Prahalad & Doz,
1987; Birkinshaw, 2001).

Kogut (1989) points out the need for a new perspective which combines the
investments made overseas with the strategic purposes of the companies by basing
on that; global competition has changed in 1980s and interest has shifted towards the
decisions made on investing overseas to increase the strategic value of operating
assets in multiple countries. Regarding these investment decisions, an argument took
place in literature on making a strategic choice between “standardization” of
products and services worldwide and “adaptation”; that is, staying responsive to local
differences (Levitt, 1983; Prahalad & Doz, 1987; Bartlett & Ghoshal, 2002;
Ghemawat, 2003). The governance mechanisms supporting these choices differ from
each other mainly in terms of “degree of global coordination/integration of activities”
in the total MNE network (Bartlett & Ghoshal, 2002; Bartlett & Ghoshal, 2003).

Two similar frameworks especially reflect this aspect and take the

coordination/integration of activities into account while discussing the international
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strategies of MNEs. One of them is the Configuration — Coordination Model of
Porter (1986a), and the other is the Integration — Responsiveness Model developed
by Prahalad and Doz (1987).

Porter (1986a) introduces two dimensions named as “Configuration” and
“Coordination” in his framework to describe the international strategies employed by

MNEs throughout their global expansion (Figure 1).
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Figure 1. Types of international strategy

Briefly, configuration of a firm’s activities represents the geographical deployment
of each function in the value chain, while coordination represents the mutual linkage
or integration of the activities performed in different configurations.

The other important model regarding global expansion paths of MNEs has

been designed by Prahalad and Doz (1987). Actually, their model provides a very
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complementary perspective when thought in relation to that of Porter (1986a).
Following the same premise in Porter’s model, Prahalad and Doz (1987) introduced
two dimensions, namely “integration” and “responsiveness”. “Integration” represents
the extent to which a firm integrates its functional activities in global scale, while
“responsiveness” is the level of adaptation to the local differences in customer
preferences.

The authors have illustrated the strategic focus of “integration-

responsiveness grid” as seen in Figure 2 (Prahalad & Doz, 1987).
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Figure 2. Integration - responsiveness grid

As seen in the figure, the two dimensions of the grid are not necessarily the “opposite
ends of a spectrum”; rather, certain industry — specific factors may cause these two

ends to constitute feasible combinations. For example, Ghoshal and Nohria (1993)
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found in their research that in industries like computers, strong simultaneous
demands for global integration and responsiveness exist, while in other industries
“weak-weak” combinations can also be present. Cement products, for example, are
highly standardized, hence local responsiveness is weak; yet global integration is
also weak because of the nature of economies of scale and transport costs in the
cement industry.

Basing on these two models in the literature, Moon and Kim (2008) have
recently developed a new framework called “A Dynamic Diversification-
Coordination (DDC) Model” for global integration. The DDC Model uses the
typology of multidomestic, global and transnational strategies as alternatives for the
global expansion paths of MNEs. According to the authors, there are three stages in
global expansion; starting from a “domestic” type; where a firm has no international
existence; moving on to either “global” or “multidomestic” type, and finally reaching
to transnational stage.

In the research part of the study, Moon and Kim (2008) found adequate empirical

support for the predictions of the model and summarized them as follows:

- Each function in the value chain has a unique way of global expansion. The
global strategy is suitable for production function, while the multidomestic
strategy is applicable to marketing function.

- Each function follows a dynamic path of global expansion from domestic to
transnational via either global or multidomestic, according to the innate
characteristics of the corresponding function.

- The degree of global expansion of a firm is positively correlated with its

financial performance.
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Porter’s Generic Strategies and Their Relation to Value Chain Framework in

International Business (IB) Literature

Generic Strategies

To many authors, the most important way for managers and organizations to learn if
they are to reach and remain at the top of the competitive environment of business is
the use of organizational resources to build a competitive advantage (George &
Jones, 2006). According to Daft (2008), competitive advantage is central to strategy
creation and delivering value as it refers to what sets the organization apart from
others and provides it with a distinctive edge for meeting customer needs in the
marketplace. Thus, a long-term strategy must be based on a core idea about creating
and exploiting such a competitive advantage and leading the firm compete in the
marketplace.

According to Michael Porter (1998), there are two basic types of competitive
advantage a firm can possess: low costs or differentiation. These combine with the
scope of a firm’s operations (the range of market segments targeted) and lead to
“three generic strategies” for achieving above-average performance in an industry:
cost leadership, differentiation and focus strategies (see Figure 3).

Main motive in “cost leadership strategy” has been pointed out as “striving to
achieve lower overall costs than rivals and appealing to a broad spectrum of
customers, usually by underpricing rivals”, while the main motive in “differentiation
strategy” has been emphasized as “seeking to differentiate the company’s product

offering from rivals’ in ways that will appeal to a broad spectrum of buyers”.
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Figure 3. Porter’s generic strategies

Focus strategies of both types adopt the same motives, but concentrate on a narrow
buyer segment (Thompson et. al., 2007).

The requirements for each generic competitive strategy differ from each
other. To state in a more specific way, strategies basing on cost-leadership
advantages focus on cost reductions and efficiencies by attempting to maximize
economies of scale, maintaining operational efficiency, implementing cost cutting
technologies, stressing reductions in overhead and in administrative expenses. A
low-cost leader is able to use its cost advantage to charge lower prices or to enjoy
higher profit margins. On the other hand, strategies dependent on differentiation are
designed to appeal those customers with a special sensitivity for a particular
product/service attribute, and thus require skills such as strong marketing abilities,
new product development, building corporate reputation for quality and

technological leadership, maintaining strong coordination in marketing channels.
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Finally, a firm pursuing a focus strategy should have the skills to serve isolated
geographic areas and to tailor the product to the somewhat unique demands of the
small-to-medium-sized customer (Pearce & Robinson, 2003; Akan et. al., 2006).

When it comes to the use of two main generic strategies, namely “cost-
leadership” and “differentiation”, simultaneously, Hill (1988) argues that a
combination of differentiation and low-cost may be necessary for firms to establish a
sustainable competitive advantage. He claims that these two competitive advantage
sources should be used in order to support each other for sustainable
competitiveness.

Particularly in global markets, the firms’ ability to integrate the means of
competition necessary to implement the cost leadership and differentiation strategies
is thought to be critical to developing competitive advantage. Compared to firms
implementing one dominant generic strategy, the company that successfully uses
integrated cost leadership/differentiation strategy is believed to be in a better position
to adapt quickly to environmental changes, learn new skills and technologies more
quickly, and effectively leverage its core competencies while competing against its
rivals (Hitt et. al., 2005). More specifically, firms may choose to internationalize to
gain more cost advantages by, (1) increasing sales to realize economies of scales, (2)
gaining access to low-cost labor, and (3) gaining access to low-cost raw materials.
On the other hand, firms may choose to invest in foreign markets to implement a
product/service differentiation strategy by being locally responsive in certain respects

(Barney & Hesterly, 2008).
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Value Chain Framework and Its Relation to Generic Strategies

Porter (1998) states the goal of any generic strategy as “to create value for buyers at
a profit”. Building on this “value” concept, which is the brickstone of competitive
advantage, Porter (1998) created “Generic Value Chain” and defined it with the
following words:

..... a systemic way of examining all the activities a firm performs and

how they interact ..... for analyzing the sources of competitive

advantage. Such a chain, and how it performs individual activities,

reflects a firm’s history, its strategy, its approach to implementing its
strategy, and the underlying economies of the activities themselves

(p-33).

According to Porter (1998), value activities can be divided into two broad types:
primary activities and support activities (see Figure 4). Primary activities are the
activities involved in the physical creation of the product and its sale and transfer to
the buyer as well as after-sale assistance. On the other hand, support activities
support the primary activities and each other by providing purchased inputs,
technology, human resources, and various firm-wide functions.

Regarding the spread of activities in the value chain, Porter (1986) describes
primary activities in the chain as consisting of “upstream activities” and
“downstream activities”. “Upstream activities” are those economic activities
(inbound logistics activities, operations activities, some outbound logistic activities)
which are performed in the early stages of the value adding process and which occur
close to the firm’s suppliers but far away from the buyer; and “downstream
activities” are those activities (some outbound logistic activities, marketing and sales
activities, service activities) that occur closer to the buyer but far away from the

firm’s supplier.
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Figure 4. Porter’s value chain

According to Porter (1986a), a firm that competes internationally must decide how to
spread the activities in the value chain among countries. He asserts that downstream
activities, which are more related to the buyer, should be located at the buyer’s
location. Upstream activities and support activities, on the other hand, can be
decoupled from where the buyer is located in most industries. Moving from this
point on, he proposes that downstream activities create competitive advantages that
are largely country specific (a firm’s reputation, brand name, service network, etc.),
and that competitive advantage in upstream and support activities often grows more
out of the entire system of the countries in which a firm competes rather than from its
position in one single country. Also, in industries where downstream activities are
vital to competitive advantage, there tends to be a more multidomestic pattern of
international competition (as in many service industries); and in industries where
upstream and support activities such as technology development and operations are

crucial to competitive advantage, global competition, in which the location and scale
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of value chain activities is optimized from a worldwide perspective, is more
common.

When thought in global context, value chain is getting more and more
globalized each day to meet the needs of the global producers and their customers.
According to a recent OECD Report (2007), the globalization of value chain is
motivated by a number of factors one of which is the desire to increase efficiency, as
growing competition in domestic and international markets forces firms to become
more efficient and to lower costs. Also, the need to enter new emerging markets and
provide access to strategic assets that can help access to foreign knowledge are
among other important factors.

As stated by UNCTAD, what is distinct about the rise of international
production systems as opposed to earlier MNEs is, first, the intensity of integration
both on a regional and a global scale, and, second, the emphasis on the efficiency of
the system as a whole. In accordance with these, value chain is becoming
fragmented, as business functions are differentiated into ever more specialized
activities (WIR, 2002).

Regarding the management of this fragmented value chain, Gupta and
Govindarajan (2001) point out that managers should first evaluate the optimality of
the firm's global network for each value-chain activity along the dimensions of
activity architecture, competencies at different locations, and coordination across
locations and then, based on this evaluation, they should design and execute

necessary actions to eliminate the sub-optimalities in the whole value chain system.
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CHAPTER 3

RESEARCH DESIGN AND METHODOLOGY

Research Objectives

Main aim of this study is to analyze foreign direct investment patterns of MNEs in
Turkey from a value chain perspective which presents a systemic framework for
studying the activities of a company.
Main research questions of the study can be stated as follows:
e [sit possible to analyze FDI flows with a value chain perspective?
e Which factors affect the relationship between FDI patterns and
competitiveness?
e Which primary value chain activities are seen as investment areas by foreign
direct investing firms in Turkey?
e What type of competitive advantages do foreign direct investing firms in
Turkey look for?
e What is the effect of network perspective on strategies and investment
patterns of MNEs?
e How is degree of subsidiary autonomy related to the strategies and

competitive position of affiliates?
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The Qualitative Study

Purpose and Data Collection

The qualitative study conducted here is mainly exploratory in its nature, as it is
undertaken to gain familiarity with the phenomena being researched and to better
comprehend the nature of the problem. Basing on the robust foundation thereby
provided, face validity, which ensures the measures used during the quantitative
research include an adequate and representative set of items that tap the concept, is
aimed to be maintained (Sekaran, 2000).

For this purpose, an extensive literature review related to research questions
is conducted first. The importance of literature review stems from its role in bringing
clarity to the research problem, improving researcher’s methodology, and broadening
his knowledge base (Kumar, 2005).

Following literature review, a series of semi-structured, in-depth interviews
have been conducted with a convenience sample consisting of experts and managers
(refer to Appendices for interview questions and notes taken during interviews). In
total eight in-depth interviews, three with experts and five with managers, have been
realized. Seven of these interviews were conducted face-to-face; however, one was
conducted via telephone, as the respondent was out of city borders.

In literature, the view regarding the number of interviews needed during an
exploratory research suggests that data collection should continue until theoretical
saturation takes place; in other words, until the researcher decides that no new data

are being unearthed (Strauss & Corbin, 1998). Here, as the researcher believes that
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no further data can be unearthed, eight in-depth interviews have been found adequate
for the purposes of this research.

Two groups of interview questions were prepared; one for the “experts
group” and the other for the “managers group”. Basically, the same questions were
asked to these two groups utilizing different wordings (see Appendices A and B).

The interviews with experts were conducted at their offices at pre-scheduled
times and lasted between sixty to ninety minutes; while the interviews with managers
(except for the one made via telephone) were conducted at informal settings and
lasted about forty minutes.

One of the main handicaps of conducting qualitative research in MNEs
regards providing the adequate level of reliability. This mainly stems from the
context-bound nature of the interview (Marschan-Piekkari et al., 2004). To minimize
this problematic effect, at the beginning of each interview, managers were asked to
think both from their affiliates’ and headquarters’ perspective while answering the

questions.

Data Analysis and Findings of the Qualitative Study

As stated by Glesne and Peshkin (1992), “data analysis is the process of organizing
and sorting data in light of increasingly sophisticated judgments and interpretations”
(p.130). Qualitative data deal with meanings and, therefore, are in the form of words
(Ruona, 2005). For organizing and sorting this kind of data, ethnographic summary
method was used. This method was chosen as it uses direct quotation from the
interviewees’ words and thus described in the literature as an excellent method for

capturing the nuances and subtleties of a situation.
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For data analysis purposes, the framework proposed by Kumar (2005) has
been employed. The framework suggests that data editing, coding (developing
themes) and content analysis should take place after data collection phase is
completed.

Following this framework, first, data editing took place, and the notes taken
during the interviews have been purified by the researcher by excluding any
quotations that does not make sense. Next, main themes regarding the answers of the
respondents were developed. Churchill and Iocobucci (2010) have emphasized that
one way to develop a consistent coding is to use multiple coders and to provide inter-
rater agreement. Basing on this, first, the researcher (as the coder) developed themes
and classified the answers of the respondents under these themes. From this point on,
content analysis was simultaneously started, which included a sorter (a PhD
candidate in management) who separately developed themes and accordingly
classified the answers of the respondents. Then, the coder and the sorter discussed
their classifications and developed a final list of themes with the related answers
grouped under them. This final list of themes is presented in Table 2. Appendix C
presents the verbatim transcripts obtained from these interviews. In the final stage, a
judge (a management consultant with a PhD) was sent the agreed themes and asked
to group the items under these themes.

To rate inter-judge reliability between the categorizations of the researcher
and the sorter and that of the judge, Cohen’s Kappa Index®, one of the most widely
used measures of inter-judge reliability has been employed (Perreault.& Leigh,
1989). A score of 0.73 was calculated and was found to be adequate as it exceeds the

threshold value of 0.70.

* K= (Fy—F¢)/ (N - F¢); where N is the total number of judgments made by each judge, F,is the
number of judgments on which the judges agree, and Fis the number of judgments for which
agreement is expected by chance.

28



Table 2. Final Categorization of Content Analysis®

Factors Related
to Network
Relations

Power of political authority in that country (1)

Dependency on local partner (2)

Range and number of activities performed in that country (4)

The uniqueness of the relationship with the community in that country(3)
Sectoral dependency to the government (1)

Degree of investment in development of suppliers and customers (1)

Working with the same auditing firms, suppliers and NGOs all over the
world (3)

Degree of Autonomy
Indicators

Degree of dependency in terms of strategy and budget formation (4)

Degree of dependency in terms of setting corporate vision and objectives

(1)
Dependency in terms of information flow (1)

Dependency in terms of investment decisions (2)

Dependency in terms of daily routine activities (1)

Dependency in terms of general strategies (1)

Global credibility of the manager in charge in that host country (1)
The nationality of managers in critical positions (2)

Importance of local information in that market (1)

Dependency in terms of production decisions (1)

Dependency in terms of personnel policy (2)

Dependency in terms of marketing decisions (2)

Dependency in terms of setting product portfolio (1)

Financial
Performance Criteria

Export performance (1)
Market share (2)
Profitability (3)

Sales numbers (1)

Growth (1)

Extent to which the objectives set while entering the market has been
accomplished (2)

? Numbers in parantheses are the frequencies indicating the number of mentions of this statement.
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Strategic
Performance Criteria

Reverse transfer of the experience gained in host country in terms of
know-how and managerial experience (2)

Impact of local experience on global competitive position of MNC (2)

The value added to the host country’s macro and micro economic factors

(1)

The extent to which the affiliate exploits resources in the host country in
a way to strengthen the global competitive position of MNC (1)

Factors to
Differentiate
Between Global and
Multidomestic
Strategies

The similarity of market conditions in host countries (1)
Competing with the same global competitors all over the world (3)
Commonality of the performance standards used for control (1)
Adaptation of strategies to different cultural clusters (2)

The risk level of the host country in terms of certain investment factors

(1)
Existence of competition conditions unique to that country (1)
Dependency to raw material producers and local competitors (1)
Unique needs of the host country in terms of CSR projects (1)
Uniqueness of customer needs in that host country (1)

Role of local competitors in shaping the strategy (4)

Adaptation of same strategies by all affiliates (1)

Ratio of adaptations made in terms of general strategies vs. tactics (2)

Producing similar products worldwide (1)

Factors Related to
Regional
Headquarters

Taking the stakeholders in other countries into consideration (1)
Increase in R&D investments (2)

Increase in the ratio of white-collar workers in the total workforce (1)
Increase weighted impact of regional dynamics (1)

Increase in the information flow from the HQ and other affiliates (2)
Increase in similarity to HQ in terms of organization structure (2)

Increase in the importance of control and coordination functions and
related managerial positions. (1)

Increase in the number of activities in which investments are made (2)
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In addition to these, a focus group interview was also planned to be made within
qualitative study process. However, as it was very hard to bring relevant individuals
who are well-informed on the subject together in a limited time period, the

previously planned study was cancelled.

The Conceptual Model and Development of Research Hypotheses

The conceptual model and research hypotheses were formed and developed basing
on the theoretical foundations discussed during literature review and the results of
the qualitative study.

The research model is put forth in Figure 5. The model attempts to understand
certain dynamics regarding the acts of MNEs by observing their Foreign Direct
Investment (FDI) patterns. While analyzing these dynamics which, at the same time,
highly affect the strategic options and decisions of international firms, value chain
framework designed by Michael Porter (1998) is considered to provide a useful
analytical tool. To state more specifically; investment decisions of MNEs are
examined in terms of the activities that consists the “primary value chain” and which
are divided into two parts as “upstream” and “downstream”. The investment
decisions of firms in either group of activities are thought to be affected by certain
variables as “global network specific factors” and “subsidiary specific factors”.
Overall, with the effect of all these variables, the dispersion of the total amount of
foreign direct investment among upstream and downstream activities in the value
chain is expected to affect the type of competitive advantage pursued by the firm in

different ways, specifically, causing it to pursue either “cost leadership” based or
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“differentiation” based competitive advantage. Finally, the effects of both types of
competitive advantage are traced by examining certain firm performance indicators.

In line with the conceptual model, research hypotheses are developed. In the
following parts of this section; the hypotheses are stated and explained by referring
to previous discussions and findings in related literature.

As labeling a company an MNE requires that company has value-added
facilities in more than two countries (Cohen, 2007), taking the dispersion of FDI
among value-chain activities into consideration while analyzing certain motives and
mechanisms within the international enterprises’ network is assumed to provide a
useful framework by many scholars (e.g. Porter, 1986a, 1998; Chakravarthy &
Perlmutter, 1985). In the same vein; Kogut (1984), points out the robustness of the
concept of value-added chain as a tool to explain the advantages firms gain through
international operations. While discussing these advantages, Porter’s generic
strategies of “cost leadership” and “differentiation” have been highly referred to in
international strategic management literature (e.g. Yip, 1992), and have mostly been
related to issues of “standardization” and “differentiation” (e.g. Paik & Derick-Sohn,
2004).

However, in a contradictory manner, Kogut (1984, 1985) emphasizes that it
will be “misleading” when the strategic moves of MNEs are put in the context of
“standardized vs. differentiated products/services”. He implies that these concepts
are not necessarily mutually exclusive and supports this by explaining the role of
“international marketing” by stating that marketing may be highly differentiated by
country and market segment, but the firm may still exploit upstream competitive
advantages by linking shared resources across product lines and countries. According

to Kogut (1984, 1985), the task of international marketing (and related functions) is
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to differentiate products/services (by using marketing tools and by adapting itself to
country specific characteristics if necessary) which embody the shared resources
across product lines and countries.

Moving from this point on, it can be claimed that a product or service may be
globally standardized in a large sense but also be differentiated from its competitors
at the same time, and the source of differentiation may come from upstream or
downstream activities in the value chain; but the role of marketing activities become
prominent in either case, as differentiation requires the ability to offer buyers
something attractively different from competitors. To communicate this difference,
marketing related activities become critically important and should be designed in
accordance with the local environment’s unique needs. Harzing (2000) also supports
this view by pointing out that it is mostly the “adaptation of marketing activities” that
makes companies locally responsive.

On the other hand, in terms of production activities, Porter (1986b) puts
forward that configuration issues deal largely with location of production facilities
for components and end products mainly due to structural characteristics which

represent concentration costs.
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Figure 5. Research model
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Basing on these, it is hypothesized that;

Hla: Firms with higher levels of FDI in upstream activities will gain
competitiveness through exploiting cost leadership advantages, which in turn

1s expected to cause an increase in the overall performance of the firm.

H1b: Firms with higher levels of FDI in downstream activities will gain
competitiveness through exploiting differentiation advantages, which in turn

1s expected to cause an increase in the overall performance of the firm.

In international business literature, nature of planning and control mechanisms within
the network of MNE has been found to be highly relevant in explaining the extent of
international operations of a company (e.g. Doz & Prahalad, 1984; Malnight, 1996);
and has led to the emergence of new constructs, one of which is the “Degree of
global integration/coordination” employed in an MNE’s global network. Porter
(1986b), while discussing the dispersion of value chain activities in terms of
international configuration and coordination issues, argues that firms prefer to locate
downstream activities in each of the countries in which it operates, mainly because of
the motive to be close to the buyer. On the other hand, “as the competitive advantage
in upstream activities grows more out of the entire system of countries, firms may
locate these activities decoupled from where the buyer is located” (p.16). It is
obvious from this debate that, degree of global integration will be more heavily
required to integrate the “decoupled” upstream activities with other activities of the

whole MNE. However, as the downstream activities will be located close to buyers,
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degree of global integration needed to be responsive in the markets the MNE
operates will be much less.

Therefore, it is hypothesized that:

H2a: The relationship between “upstream — focused — FDI”” and “cost
leadership based competitive advantage (CA)” will be moderated by “degree
of global coordination/integration” in a positive way such that higher degrees
of global coordination/integration will increase the strength of the relationship

between “upstream — focused — FDI” and “cost leadership based CA”.

H2b: The relationship between “downstream — focused — FDI” and
“differentiation based CA” will be moderated by “degree of global
coordination/integration” in a negative way such that higher degrees of global
coordination/integration will decrease the strength of the relationship between

“downstream — focused — FDI”” and “differentiation based CA”.

Above stated arguement proposed by Porter (1986b) also complements with “within
density” and “across density” concepts introduced by Ghoshal and Bartlett (1990),
which have been explained in the previous chapters.

According to Ghoshal and Bartlett (1990), when the interaction densities
within different national organization sets are low — that is, when within density
(WD) is low - the social context exerts limited influence and intended economic
rationality becomes the dominant factor in resource configuration decisions. In such
a situation, mainly to benefit from scale and scope economies, the firm will

concentrate production, assembly, and other similar activities and locate them on the
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basis of resource niches that may exist in different countries due to their comparative
advantages. Therefore, the firm’s overall resource configuration will show relatively
low dispersal and high specialization. When within densities are high, however, the
company will be forced to fragment its activities and resources to provide the
necessary variety to match the organization to the unique contexts of local
organization sets. Moving from this point notion, the authors propose that, when
across density (AD) is high in the external network of the MNE, resource
configuration of the company will show lower degrees of dispersal coupled with
increasing specialization, and when within density (WD) is high in the network
resource configuration will show increased dispersal and decreased specialization.

Taking its roots from the above stated discussion, it is hypothesized that:

H3a: The relationship between “upstream — focused — FDI”” and “cost
leadership based CA” will be moderated by “degree of AD” in a positive way
such that higher degrees of AD will increase the strength of the relationship

between “upstream — focused — FDI” and “cost leadership based CA”.

H3b: The relationship between “downstream — focused — FDI” and
“differentiation based CA” will be moderated by “degree of AD” in a
negative way such that higher degrees of AD will decrease the strength of the
relationship between “downstream — focused — FDI” and “differentiation

based CA”.

H4a: The relationship between “upstream — focused — FDI”” and “cost

leadership based CA” will be moderated by “degree of WD” in a negative

37



way such that higher degrees of WD will decrease the strength of the
relationship between “upstream — focused — FDI”” and “cost leadership based

CA”.

H4b: The relationship between “downstream — focused — FDI” and
“differentiation based CA” will be moderated by “degree of WD” in a
positive way such that higher degrees of WD will increase the strength of the
relationship between “downstream — focused — FDI” and ““differentiation

based CA”.

Finally, “degree of autonomy” a subsidiary has is also another construct that is
widely used in international business studies (e.g. Martinez&Jarillo, 1991; Taggart,
1997, 1998, 1999). The importance of the construct comes from the challenge a
subsidiary faces while dealing with contradictory pressures emerged in its
environment. Rosenzweig and Singh (1991) described this situation with the
following words:

Subsidiaries of MNEs face dual pressures: they are pulled to

achieve isomorphism with the local institutional environment, and

they also face an imperative for consistency within the organization

(p. 340).
In a similar vein, Brock and Thomas (1998) revealed certain tensions between
subsidiaries and the overall context of MNE in terms of planning horizons, reporting
processes, relative performance criteria, etc. They also found out that these tensions
increase when the pressures in the domestic context increase.

Basing on these, it can be expected that subsidiaries operating in complex

environments will be more informed about the dynamics of this environment,
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including stakeholders unique to this subsidiary and, therefore, will be given higher
degrees of autonomy to be able to fully exploit the differentiation advantage they
pursue. More specifically, they will need higher degrees of autonomy to use the
marketing tools they have in a way to match the unique needs of this environment
with the differentiated offerings of its products/services. This notion is also
supported by the findings of Gengtiirk and Aulakh (1995) concluding that as the
degree of internationalization of business units is increased, headquarters will prefer
to employ simple output controls rather than more extensive process controls.

Thus, this conclusion can be hypothesized as follows:

HS5a: “Degree of subsidiary autonomy” will moderate the relationship
between “upstream — focused — FDI” and “cost leadership based CA” in a
negative way such that higher degrees of subsidiary autonomy will decrease
the strength of the relationship between “upstream — focused — FDI” and

“cost leadership based CA”.

HS5b: “Degree of subsidiary autonomy” will moderate the relationship
between “downstream — focused — FDI” and “differentiation based CA” in a
positive way such that higher degrees of subsidiary autonomy will increase
the strength of relationship between “downstream — focused — FDI”” and

“differentiation based CA”.

Moving from the fact that every overseas subsidiary faces a “one-of-a-kind mix of

pressures from customers, headquarters, host governments, workers, and civil

society” (Cohen, 2007, p.14), the strength of its established network with the
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business community and governmental agencies and the required responsiveness to
these is expected to be varied among subsidiaries (Luo, 2001). As explained
previously, this kind of pressures will be seen in networks with high within density;
and as the complexity of the local environment in which the subsidiary operates
increases, they will be expected to have a high degree of autonomy in such an
environment, as they will acquire more information regarding the forces in this
unique environment, when compared to headquarter (Nohria & Ghoshal, 1994).
Also, in such a network structure, degree of global integration is expected be lower.
On the other hand, when there exists a globally integrated mechanism in MNC
network, planning and control functions will be centralized in a way that compels
making value chain decisions at headquarters (Sullivan, 1992; Fan et al., 2008;
Andersson&Forsgren&Holm, 2002); and giving lower degrees of autonomy to
subsidiaries.

Accordingly, the following hypotheses are developed:

H6: “Degree of subsidiary autonomy” is expected to be negatively related to

“degree of global coordination/integration”.

H7: “Degree of WD” is expected to be negatively related to “degree of global

coordination/integration”.

HS8: “Degree of AD” is expected to be positively related to “degree of global

coordination/integration”.

All hypotheses are summarized in Table 3.
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Table 3. Research Hypotheses

Hla: Firms with higher levels of FDI in upstream activities will gain competitiveness
through exploiting cost leadership advantages, which in turn is expected to cause an increase
in the overall performance of the firm.

H1b: Firms with higher levels of FDI in downstream activities will gain competitiveness
through exploiting differentiation advantages, which in turn is expected to cause an increase
in the overall performance of the firm.

H2a: The relationship between “upstream — focused — FDI” and “cost leadership based CA”
will be moderated by “degree of global coordination/integration” in a positive way such that
higher degrees of global coordination/integration will increase the strength of the
relationship between “upstream — focused — FDI” and “cost leadership based CA”.

H2b: The relationship between “downstream — focused — FDI” and “differentiation based
CA” will be moderated by “degree of global coordination/integration” in a negative way
such that higher degrees of global coordination/integration will decrease the strength of the
relationship between “downstream — focused — FDI” and “differentiation based CA”.

H3,: The relationship between “upstream — focused — FDI” and “cost leadership based CA”
will be moderated by “degree of AD” in a positive way such that higher degrees of AD will
increase the strength of the relationship between “upstream — focused — FDI” and “cost
leadership based CA”.

H3b: The relationship between “downstream — focused — FDI” and “differentiation based
CA” will be moderated by “degree of AD” in a negative way such that higher degrees of AD
will decrease the strength of the relationship between “upstream — focused — FDI”” and
“differentiation based CA”.

H4a: The relationship between “upstream — focused — FDI”” and “cost leadership based CA”
will be moderated by “degree of WD” in a negative way such that higher degrees of WD will
decrease the strength of the relationship between “upstream — focused — FDI”” and “cost
leadership based CA”.

H4b: The relationship between “downstream — focused — FDI” and “differentiation based
CA” will be moderated by “degree of WD in a positive way such that higher degrees of WD
will increase the strength of the relationship between “downstream — focused — FDI” and
“differentiation based CA”.

H5a: “Degree of subsidiary autonomy” will moderate the relationship between “upstream —
focused — FDI” and “cost leadership based CA” in a negative way such that higher degrees
of subsidiary autonomy will decrease the strength of the relationship between “upstream —
focused — FDI” and “cost leadership based CA”.

H5b: “Degree of subsidiary autonomy” will moderate the relationship between “downstream
— focused — FDI” and “differentiation based CA” in a positive way such that higher degrees
of subsidiary autonomy will increase the strength of relationship between “downstream —
focused — FDI” and “differentiation based CA”.

H6: “Degree of subsidiary autonomy” is expected to be negatively related to “degree of
global coordination/integration”.

H7: “Degree of WD” is expected to be negatively related to “degree of global
coordination/integration”.

HS: “Degree of AD” is expected to be positively related to “degree of global
coordination/integration”.
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Operationalization of Variables

Variables of the study include dispersion of FDI among primary value chain
activities; which consists of upstream focused FDI and downstream focused FDI;
degree of global coordination/integration, degree of across density, degree of within
density, degree of subsidiary autonomy, type of competitive advantage pursued by
MNE; consisting of cost leadership based advantage and differentiation based
advantage; and performance indicators.

To measure these variables, scales have been developed by adopting items
used in previous researches in the literature, and by taking the findings of qualitative

research into account.

FDI Dispersion among Primary Value Chain Activities

Level of FDI made in each primary value chain activity is measured by simply
asking the respondents to indicate the ratio (dispersion) of their investments in a way

that reflects their company’s FDI position in Turkey.

Degree of Global Coordination/Integration

A ten—item, six-point Likert scale ranging from “1 = strongly disagree” to “6 =
strongly agree” is used to measure the degree of global integration. The items have
been adopted from literature (i.e.; Morrison & Roth, 1992; Birkinshaw et al., 1995;

Taggart, 1998) and from qualitative research results (see Table 4). In the table, the
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numbers next to each item indicate the question number including this item in the

questionnaire.

Table 4. Items Measuring Degree of Global Integration

All activities regarding the supply of raw materials to the distribution of finished
product/services are internationally controlled. (Birkinshaw&Morrison&Hulland, 1995)

All activities regarding the transfer of intangible assets (e.g. skills, technology) within the
organization are internationally controlled. (Birkinshaw&Morrison&Hulland, 1995)

Our MNE competes with the same global competitors in all key markets in which it
operates. (Morrison & Roth, 1992)

Primary corporate strategies should be adapted to different cultural clusters. (Qualitative
Study) (Reverse Coded - RC)

Market conditions are similar in all host countries of our MNE. (Taggart, 1998)

Our MNE works with same suppliers all over the world. (Qualitative Study)

Our MNE works with same customers all over the world. (Morrison & Roth, 1992;
Qualitative Study)

Our MNE uses the same firms all over the world to outsource certain activities. (Qualitative
Study)

Our company has very strong local competitors in Turkey. (Qualitative Study) (RC)

Technology development carried in this subsidiary is always transferred to other group
subsidiaries in a short time period to make them benefit from these developments. (Taggart,
1998)

Type of Network Relations - Across Density and Within Density

To measure two main types of network relations — across density and within density
— no operationalizations were available in related literature. Therefore, basing on
definitions of Ghoshal and Bartlett (1990) and the results of qualitative study, two
variables have been operationalized as seen in Table 5 and Table 6 and six-point
Likert scale ranging from “1 — strongly disagree” to “6 — strongly agree” is used to
measure the variables. In the tables, the numbers next to each item indicate the

question number including this item in the questionnaire.

Table 5. Items Measuring Across Density

The actions and decisions of certain stakeholder groups (suppliers, customers, competitors,
government, NGOs, etc.) of our company in Turkey impact the actions of their counterparts
in other host countries. (Ghoshal&Bartlett, 1990)

10
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Table 6. Items Measuring Within Density

Exchange ties among the local stakeholder groups of our company (local suppliers,
customers, banks, etc.) are very intense. (Ghoshal&Bartlett, 1990)

10

Range and number of activities carried out by our company in Turkey country is very high.

(Qualitative Study)

10

Our company highly invests in the development of its local suppliers and customers in
Turkey. (Qualitative Study)

10

Degree of Autonomy

A ten—item, six-point Likert scale ranging from “1 — strongly disagree” to “6 —

strongly agree” is adapted from Taggart (1998) and from the results of qualitative

study to measure degree of autonomy (see Table 7). In the table, the numbers next to

each item indicate the question number including this item in the questionnaire.

Table 7. Items Measuring Degree of Autonomy

Our company acquires critical sectoral information regarding the host country’s (Turkey)

local market and that information deeply affects the global performance of the whole MNE.

(Qualitative Study)

10

Our company is dependent on international headquarter while making decisions related to
determining the product range. (Taggart, 1998) (Reverse Coded — RC)

11

Our company is dependent on international headquarter while making decisions related to
determining promotion activities including sales promotion, advertising and public
relations. (Taggart, 1998) (RC)

11

Our company is dependent on international headquarter while making decisions related to
R&D activities. (Taggart, 1998) (RC)

11

Our company is dependent on international headquarter while making decisions related to
setting production capacity (Taggart, 1998) (RC)

11

Our company is dependent on international headquarter while making decisions related to
changes in manufacturing /service technology. (Taggart, 1998) (RC)

11

Our company is dependent on international headquarter while making decisions related to
budget formation. (Qualitative Study) (RC)

11

Our company is dependent on international headquarter while making decisions related to
managing information flow within the company. (Qualitative Study) (RC)

11

Our company is dependent on international headquarter while making decisions related to
performing daily routine activities. (Qualitative Study) (RC)

11

Our company is dependent on international headquarter while making decisions related to
determining and implementing human resources policy. (Qualitative Study) (RC)

11
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Type of Competitive Advantage

A fifteen—item, six-point rating scale ranging from “1 = does not affect at all” to “6 =
affects totally” is used to measure the competitiveness. The items have been adapted
from the related study of Nayyar (1993). Among those fifteen items, nine of them
attempted to measure differentiation — based — competitiveness; while six of them
attempted to measure cost — based — competitiveness (see Table 8). In the table, the
numbers next to each item indicate the question number including this item in the

questionnaire.

Table 8. Items Measuring Competitiveness

Differentiation

Providing product(s)/services with many differentiating features (Nayyar, 1993) 12
Creating premium product/service quality (Nayyar, 1993) 12
Providing extensive customer/consumer service (Nayyar, 1993) 12
New product/service development (Nayyar, 1993) 12
Having high influence over distribution channels (Nayyar, 1993) 12
Targeting high-priced segment(s) (Nayyar, 1993) 12
Building/maintaining brand equity (Nayyar, 1993) 12
Building/maintaining brand reputation (Nayyar, 1993) 12
Spending a high amount of money on advertising activities. (Nayyar, 1993) 12
Cost

Providing high operating efficiency/cost control (Nayyar, 1993) 12
Managing raw materials cost and availability (Nayyar, 1993) 12
Making improvements and innovation in manufacturing/service processes (Nayyar, 12
1993)

Product/service cost reduction (Nayyar, 1993) 12
Pricing below competitors (Nayyar, 1993) 12
Having highly skilled functional personnel (Nayyar, 1993) 12

Firm Performance Indicators

An eight — item, six-point Likert scale ranging from “1 = strongly disagree” to “6 =

strongly agree” is used to measure the performance of the firms in the last three year
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period. All items have been derived from qualitative study results. In Table 9, the
numbers next to each item indicate the question number including this item in the

questionnaire.

Table 9. Items Measuring Firm Performance

The objectives set while entering the market has been largely accomplished. 13
(Qualitative Study)

The experience gained in Turkey in terms of know-how and managerial experience is | 13
reverse transferred to both home and other countries within the network of our MNE.
(Qualitative Study)

The value added by our company to host country’s (Turkey’s) macro and micro 13
economic factors is high. (Qualitative Study)

Our company exploits the resources it acquires by operating in Turkey in a way to 13
strengthen the global competitive position of the whole MNE. (Qualitative Study)

Export performance of our company shows an increasing trend since we invested in 13
Turkey. (Qualitative Study)

Our company has improved its market position in terms of market share since we 13
invested in Turkey. (Qualitative Study)

Profitability ratios of our company have improved since we invested in Turkey. 13

(Qualitative Study)

Growth has been provided in sales/service volume of our company since we invested | 13
in Turkey. (Qualitative Study)

Data Collection Method

In this study, a structured questionnaire has been employed as data collection tool.
The questionnaire items were translated to Turkish by the author. They are then back
translated to English by a linguistic professional. Due to certain differences which
emerged at the end of this process, necessary wording modifications were carried
out.

Following this, the statements in the questionnaire were further clarified and
reviewed by a pilot sample consisting of three executives, four PhD students and one
management consultant. The participants in the pilot sample were asked to identify

any ambiguities in the terms, concepts, or issues raised. Final modifications were

46




made by taking the feed-back information into account, an introduction part
explaining the main purpose of the study and emphasizing confidentiality issues has
been included in the questionnaire, and, subsequently, the questionnaire form was
started to be sent to the respondents. The final version of the form is provided in
appendices D and E.

The questionnaire was sent to respondents via e-mail; and the filled forms
were returned to the author through the same channel. Therefore, the method of
administration adopted in the study is self-administration method.

In addition to the items stated in the previous section, certain questions
regarding the name, age, sector (see Table 10 for sector classification which has been
derived from the classification used in the periodic reports of Undersecretariat of
Treasury) and size of the firm have been added to the questionnaire to reveal the
profile of participating firms. Also questions regarding the individual respondents’
work experience, gender, level of education and position in the firm have been

included in the questionnaire to get the individual respondents’ profile.

Table 10. Industry Classification

Manufacture of Food Products, Beverages and Tobacco

Manufacture of textiles

Manufacture of Chemicals and Chemical Products

Manufacture of Machinery and Equipment

Manufacture of Electrical — Optical Products

Manufacture of Motor Vehicles, Trailers and Semi-Trailers

Electricity, Gas and Water Supply

Construction

Wholesale and Retail Trade

Hotels and Restaurants

Transport, Storage and Communications

Financial Intermediation

Real Estate, Renting and Business Activities

Health, and Social Work

Other Community, Social and Personal Service Activities

Agriculture, Hunting and Forestry

Fishing

Mining and Quarrying

Other (Please specify)
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Moreover, two questions regarding the extent of geographic operation area and
whether the firm is a regional headquarter or not have been asked in the
questionnairre. These questions have especially been added with the intent of using
them in future researches related to the constructs discussed in this research; as well

as to employ them in the discussion section.

Sampling Procedure

The target population of the study consists of firms that make foreign direct
investment in Turkey. To follow a systemic process, 2009 member list of
International Investors Association of Turkey (YASED) was chosen as a sampling
frame, as it includes firms that have profiles directly fitting the purposes of this
study.

The sampling procedure adopted a firm-level approach as the unit of study is
the organization itself. Data were collected through a six month period starting from
September 2009 and ending on February 2010, from respondents holding managerial
positions in their companies.

The member list of YASED included 213 firms in total. Out of these, contact
people from 157 companies were reached and asked whether they consent to
participate in the study or not. Nine of these managers declined to participate due to
confidentiality issues. The remaining 148 firms were included in the study, and
questionnaires were sent to them via e-mail. In total, 107 questionnaires were
collected (with a response rate of 72.29 %). However, 12 of these questionnaires
were found to be invalid, as they included missing data. In the end, number of valid

questionnaires totaled 95, with a percentage of valid questionnaires being 88.78 %.
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The data obtained from this sample is used in factor analyses and hypothesis
testing through multiple regression analysis. In multiple regression, a sample size of
100 detects fairly small R* values (10 % to 15 %) with up to ten independent
variables and a significance level of 0.05. If a significance level of 0.01 is desired,
the analysis will still detect R values in excess of 20 % (Hair et. al, 2010; p.175).
During further analysis, R” values for both significance levels will be detected; thus,
a sample size of 95 is found to be adequate for the purposes of this study.

Certain findings regarding the firm characteristics and respondent
demographics should be presented before moving on for further analysis as they
provide a baseline view on which the subsequent comments on study findings could
be built on.

As presented in Table 11, firms are almost equally dispersed in terms of their
sizes; with 33.7 % of them consisting of small firms (firms employing 250 or less
employees), 31.6 % of medium sized firms (firms employing more than 250 to 1000
employees), and 29.5 % of large firms (firms employing more than 1000 employees).
In terms of industry, “Manufacture of Chemicals and Chemical Products” (including
petroleum, pharmaceuticals, cosmetics, etc) has the highest share in the sample (24.2
%), followed by “Financial Intermediation” firms (13.7 %), and next by “Transport,
Storage and Communications” firms and “Manufacture of Food Products and
Beverages” firms with an equal share of 11.6 %. Overall, 57.9 % of the firms are

manufacturing firms, while 42.1 % of them are service firms.
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Table 11. Sample Characteristics

Type of Industry n %
Manufacture of Food Products and Beverages, Tobacco 11 11.6 %
Manufacture of textiles 1 1.1 %
Manufacture of Chemicals and Chemical Products 23 24.2 %
Manufacture of Machinery and Equipment 5 53 %
Manufacture of Electrical — Optical Products 2 2.1%
Manufacture of Motor Vehicles, Trailers and Semi-Trailers 8 8.4 %
Electricity, Gas and Water Supply 3 32%
Construction 2 2.1 %
Wholesale and Retail Trade 4 4.2 %
Hotels ad Restaurants 3 32%
Transport, Storage and Communications 11 11.6 %
Financial Intermediation 13 13.7 %
Real Estate, Renting and Business Activities 0 0.0 %
Health, and Social Work 2 2.1 %
Other Community, Social and Personal Service Activities 0 0.0 %
Agriculture, Hunting and Forestry 0 0.0 %
Fishing 0 0.0 %
Mining and Quarrying 1 1.1 %
Other 6 6.3 %
Missing 0 0.0 %
Total 95 100.0 %
Firm Size n %
Small Firms (with 250 or less employees) 32 33.7%
Medium sized firms (with employees more than 250 to 30 31.6 %
1000)
Large firms (with employees more than 1000) 28 29.5%
Missing 5 53%
Total 95 100.0 %
Firm Age n %
Firms operating in Turkey for less than 10 years 23 23.9%
Firms operating in Turkey between 10 and 50 years 51 59.0 %
Firms operating in Turkey between 51 and 106 years 13 12.9 %
Missing 4 4.2 %
Total 95 100.0 %
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Of the participating firms, 23.9% have been operating in Turkey for less than 10
years, 59.0 % between 10 and 50 years, and 12.9% have been operating between 51
and 106 years. Also, 29.5% of the firms are defined as regional headquarters, and the
rest (70.5%) are defined as local subsidiaries. When the location of headquarter is
specifically examined, it is revealed that most of the firms in the sample have
headquarters in USA (18.9 %), followed by Germany (17.9 %), France (12.6 %),
Great Britain (7.4 %), Switzerland and Holland (with equal shares of 6.3 %) and
others.

Finally, area of operation is considered to be an important element while
making further interpretations regarding study variables. It is especially important to
control for the operational setting to see whether it is possible or not to make general
comments about the findings related to Within Density and Across Density, as these
are the variables with the most extroverted nature. Moving from this point on, the
area of operations were listed through using the web-site information of the
participating firms and the required information was provided for 86 of them. When
frequencies are computed, following results have been provided: 98.8 % of firms
have operations in Europe, 90.7 % in North America, 77.9 % in South America, 90.7
% in Asia-Pacific, 57.0 % in Middle East, and 61.6 % in Africa. Basing on these
numbers, it can be stated as a general finding that nearly 60 % of the participating
firms have operations all over the world, and that over 90 % have operations in
Europe, North America and Asia-Pacific region. Therefore, further comments
throughout the research can be made by assuming a similarity among the operational
setting of the participating firms.

In terms of respondent demographics, one of the most important positive

aspects turned out to be the position respondent holds in that company. As most
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questions in the questionnaire required high level of information regarding firm
strategies, operations and corporate network — wide relationships, the position of
respondents was considered to be an important issue throughout the research.
Largely satisfying this requirement; 24.2% of the respondents in the sample are CEO
or General Manager, 21.1% are Assistant Manager or Director, 35.8% are manager,
17.8% are specialist or expert, and 1.1% hold other positions in the company.

In addition, majority (67.4%) of the respondents are male. While 47.3 % have
only a bachelor’s degree, 49.5 % have a master’s and 3.2 % have PhD’s. Also, 36.8%
of the respondents have mentioned that they had worked abroad before.

Finally, regarding tenure, it is found that majority of the respondents (47%)
have tenures between five and fourteen years, while 33% have tenures of less than
five years, and 20% have tenures of more than fifteen years.

In the next chapter, data analysis process and the results obtained from these

analyses will be presented.
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CHAPTER 1V

DATA ANALYSIS AND FINDINGS OF THE STUDY

Data obtained from the sample were analyzed using SPSS 18.0 for Windows. The
results of the analyses are presented in this chapter.
Main analyses performed are as follows:
e The assumptions of multivariate analysis are tested for each metric
variable.
e Reliabilities of the scales used are computed.
e Exploratory factor analysis is conducted for scale purification.
e Reliabilities of the scales revealed after factor analysis are computed.
e Summary statistics of the study variables are computed.
e The assumptions of multiple regression analysis (assumptions regarding
the variate) are tested.

e The hypotheses of the study are tested through multiple regression

analysis.

Testing the Assumptions of Multivariate Analysis for Metric Variables

Multivariate analysis requires that the assumptions underlying the statistical

techniques be tested twice; first for the separate variables, and second for the

multivariate model variate, which acts collectively for the variables in the analysis
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(Hair et. al., 2010, p.70). Moving from this point on, first, the assumptions of
normality, linearity and homoscedasticy were tested for each individual metric

variable.

Normality

Normality is among the most fundamental assumptions in multivariate analysis. It is
related to the shape of data distribution for an individual metric variable. More
specifically, it includes tests that evaluate data distribution’s correspondence to
normal distribution (Hair et. al., 2010).

Normality of variables can be assessed through both statistical and graphical
methods. As for statistical methods, kurtosis and skewness are the two components
indicating the shape of distribution; whereas, the Q-Q plot is the most popular
graphical method to test normality (Tabachnick & Fidell, 2007; Sharma, 1996).

In line with these, graphical examination of normality was conducted for each
metric variable. Certain deviations from normal distribution were observed in
graphical representations. For further investigation, these visual tests were followed
by computations of skewness and kurtosis values and Kolmogorov-Smirnov and

Shapiro-Wilk tests. Table 12 presents the results of these tests.
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Table 12. Distributional Characteristics and Testing for Normality

Shape Descriptors Test of Normality
Variable Skewness | Kurtosis Kolmogorov - Shapiro - Wilk
Smirnov
Stat. Stat. Stat. Sig. Stat. Sig.
Upstream FDI 0.195 -1.211 0.112 | 0.005 | 0.920 | 0.000
Downstream FDI -0.191 -1.202 | 0.112 | 0.005 | 0.920 | 0.000
Cost Based CA -0.224 -0.267 | 0.128 | 0.001 | 0.978 | 0.109

Differentiation Based CA -1.074 2.644 0.096 | 0.032 | 0.938 | 0.000

Degree of Global 0.346 | -0.450 | 0.104 | 0.013 | 0.973 | 0.047
Integration

Degree of Autonomy -0.329 -0.710 0.123 0.001 0.969 | 0.024
Across Density -0.102 -0.961 0.207 0.000 0.910 0.000
Within Density -0.324 -0.759 0.132 0.000 0.961 0.006
Firm Performance -0.301 -0.653 0.119 0.002 0.974 0.059

As seen in Table 12, all metric variables, except for Upstream FDI, show negative
skewness statistics, indicating a left-leaning distribution. Research has shown that the
power of a test is not affected by violation of the normality assumption if the
nonnormality is solely due to skewness (Sharma, 1996; p.375). However, when the
kurtosis values are examined, it is seen that all kurtosis statistics, except for
Differentiation, are negative, indicating a flat distribution which has a more severe
effect in terms of statistical analysis.

Moreover, Kolmogorov-Smirnov and Shapiro-Wilk tests indicate significant
statistics signaling that the assumption of normality is not met for any variable.

It is recommended that, if nonnormality is found, transformation of variables
should be considered (Hair et. al., 2010; Tabachnick & Fidell, 2007). Thus, square

root, inverse and logarithmic transformations were carried out and Kolmogorov -
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Smirnov and Shapiro - Wilk tests were run again. However, none of the
transformations improved the normality of the variables, thus the original values are

used in the subsequent analysis.

Homoscedasticy

Homoscedasticy refers to the assumption that dependent variables exhibit equal
levels of variance across the range of predictor variables (Hair et. al., 2010; p.74).
Violation of this assumption has most certain effects in terms of Type I error
(Sharma, 1996). Levene’s test for equality of variances is used to test the hypothesis
that the two population variances are equal and thus is employed for examining
homoscedasticy (Ho, 2006).

Sector was used as the grouping variable since it divides the data into two
groups nearly similar in sizes (manufacturing 57.9 % of the firms, service 42.1 % of

the firms). The results of the test are presented in Table 13.

Table 13. Results of Homoscedasticy Tests

Grouping Variable: Sector
Levene Stat. F Sig.
Upstream FDI 1.89 0.171
Downstream FDI 1.70 0.195
Cost Based CA 0.76 0.387
Differentiation Based CA 0.11 0.743
Degree of Global Integration 7.61 0.007
Degree of Autonomy 5.78 0.018
Across Density 3.63 0.060
Within Density 1.37 0.246
Firm Performance 0.003 0.955
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As seen in Table 13, except for Degree of Global Integration and Degree of
Autonomy, none of the values is significant at the 0.05 level; indicating that the
assumption of homogeneity of variance has not been violated, and thus, the equal

variances assumed tests can be used for further analysis (Ho, 2006).

Linearity

The assumption of linearity is that there is a straight-line relationship between two
variables. It is considered to be an important assumption because Pearson’s R, which
is a highly referred statistic in almost all multivariate analysis, only captures the
linear relationships among variables, while ignoring any substantial nonlinear
relationships among them (Tabachnick & Fidell, 2007).

The most common way of assessing linearity is to examine scatterplots of the
variables or to run a simple regression analysis and to examine residuals through
partial regression plots, which reflect the unexplained portion of the dependent
variable; thus, is expected to reflect any nonlinear portion of the relationship (Hair et
al., 2010). Examination of the partial regression plots showed that none of the
relationships between the independent and the dependent variables show a significant

nonlinearity.
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Reliabilities of Scales and Exploratory Factor Analysis for Scale Purification

Scale Reliabilities

Reliabilities of the scales measuring study variables were examined by computing

Cronbach’s Alpha coefficients for each scale. Also, Hotelling’s T-Squared value was

referred to as it evaluates the statistical significance of the differences between the

means of the items in the scales, and thus provides a measure of interrelatedness

(Hair et al., 2010).

The results showed that deletion of six items would improve reliability of the

scales used to measure degree of global integration, degree of autonomy, cost based

competitive advantage, within density and performance. These items are as follows:

I.

Primary corporate strategies should be adapted to different cultural clusters.
(Degree of global integration)

Our company has very strong local competitors in Turkey. (Degree of global
integration)

Our company highly invests in the development of its local suppliers and
customers in Turkey. (Within density)

Our company acquires critical sectoral information regarding the host
country’s (Turkey) local market and that information deeply affects the
global performance of the whole MNE. (Degree of autonomy)

Pricing below competitors. (Cost based competitive advantage)

Export performance of our company shows an increasing trend since we

invested in Turkey. ( Firm performance)
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Out of these items; first, second, fourth, and sixth ones were deleted. However, third
and fifth ones were decided to be kept because only minor reliability improvements
were provided in the scales after deletions. Thus, decreasing the number of items was
not considered to be an optimal solution here.

All final values for scale reliabilities are presented in Appendix F.

Exploratory Factor Analyses

Exploratory factor analysis plays a unique role in the application of multivariate
techniques as it provides the tools for analyzing the structure of the interrelationships
among a large number of variables by defining certain sets of them, known as factors
(Hair et al., 2010). For the purposes of this study, principle components analysis was
chosen as the method of extraction since the main aim here is to “re-express the
multivariate data” by making the necessary purifications and reductions. Principle
components analysis is the most useful method in this sense as it allows the
researcher to “reorient the data” so that the first few dimensions account for as much
of the available information as possible. This dimension reduction makes
visualization of the data more straightforward and subsequent data analysis more
manageable (Lattin et al., 2003, p.83).

In determining the number of factors to be extracted, two conventional
criteria exist. One of them, eigenvalues, indicates the significance of factor
dimensions by referring to the common variance explained by an extracted factor. As
this variance should be at least equal to the variance explained by a single variable,
only factors with eigenvalues of 1 or greater are considered to be significant. The

other criterion, scree test, is derived by plotting the eigenvalues against the number
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of factors in order of extraction, and thus visually helps the researcher to identify the
number of factors to be extracted (Ho, 2006).

Regarding the overall measures of intercorrelation, which indicates the
appropriateness of factor analysis, the Bartlett test of sphericity and Keiser-Meyer-
Olkin Measure of Sampling Adequacy (KMO — MSA) are the two critical tests to
apply. A statistically significant Bartlett’s test of sphericity indicates that sufficient
correlations exist among the variables to proceed. In terms of KMO - MSA values,
the researcher should always have an overall value of above 0.50 before proceeding
with the factor analysis. As KMO provides a general measure of sampling adequacy
value, MSA values in anti-image correlation matrix should be checked for each item
for further examination (Hair et al., 2010).

Throughout the analyses, among the orthogonal rotation techniques, varimax
method was employed. Varimax has achieved the most widespread use as it gives the
clearest separation of factors, by producing the maximum possible simplification of
the columns (factors) within the factor matrix (Ho, 2006).

The results of factor analysis for Degree of Global Integration items are
presented in Table 14. As seen in this table, Bartlett’s test of sphericity and KMO
value (0.673) meet the prerequisites of the analysis. Also, none of the MSA values in
the anti-image correlation matrix was lower than 0.50. In terms of factor loadings,
the analysis revealed two factors, which were named as Unification of Task
Environment and Integration of Corporate Network. It should be noted here that, the
item, “Our MNE competes with the same global competitors in all key markets”
almost equally loaded on both factors; and thus, was included in Unification of Task

Environment by basing on previous literature information.
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Table 14. Factor Analysis Results for Degree of Global Coordination/Integration

Factor Name Factor Variance
Loading | Explained

Factor 1 — Unification of Task Environment 27.428%

Market conditions are similar in all host countries of our MNE. 0.773

Our MNE works with same suppliers all over the world. 0.687

Our MNE works with same customers all over the world. 0.836

Our MNE uses the same firms all over the world to outsource 0.547

certain activities.

Our MNE competes with the same global competitors in all key 0.244
markets in which it operates.

Factor 2 — Integration of Corporate Network 26.211%

All activities regarding the supply of raw materials to the 0.766
distribution of finished product/services are internationally
controlled.

All activities regarding the transfer of intangible assets (e.g. 0.758
skills, technology) within the organization are internationally
controlled.

Technology development carried in this subsidiary is always 0.654
transferred to other group subsidiaries in a short time period to
make them benefit from these developments.

Total Variance Explained 53.639%
KMO Measure 0.673
Bartlett’s Test 184.442%*

* Significant at 0.01 level.

The results of the analysis for Degree of Autonomy items are presented in Table 15.
The factor analysis for this variable was conducted in two rounds. In the first round,
seven of nine items loaded on one factor, and the remaining two items loaded on the
other factor. As such dispersion is unbalanced and very hard to interpret, another
factor analysis was run to test the explanation power of the solution when the items
are forced into a single factor. The tests revealed satisfying statistical values letting
the single factor solution to be accepted. In the finalized solution, Bartlett’s test of
sphericity is significant and KMO value (0.863) is much above the threshold level of
0.50. When examined in terms of each item, it was found that, none of the MSA

values in the anti-image correlation matrix was lower than 0.50.
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Table 15. Factor Analysis Results for Degree of Autonomy

Factor Name Factor Variance
Loading | Explained

Factor 1 — Degree of Autonomy

Our company is dependent on international headquarter while 0.749

making decisions related to determining the product range.

Our company is dependent on international headquarter while 0.660

making decisions related to R&D activities.

Our company is dependent on international headquarter while 0.827

making decisions related to setting production capacity

Our company is dependent on international headquarter while 0.793

making decisions related to changes in manufacturing technology.

Our company is dependent on international headquarter while 0.716

making decisions related to determining promotion activities

including sales promotion, advertising and public relations.

Our company is dependent on international headquarter while 0.636

making decisions related to budget formation.

Our company is dependent on international headquarter while 0.708

making decisions related to managing information flow within the

company.

Our company is dependent on international headquarter while 0.651

making decisions related to performing daily routine activities.

Our company is dependent on international headquarter while 0.657

making decisions related to determining and implementing

human resources policy.

Total Variance Explained 53.916 %

KMO Measure 0.863

Bartlett’s Test 375.712%*

*Significant at 0.01 level.

In terms of Within Density items, the results of factor analysis are presented in Table

16.

Table 16. Factor Analysis Results for Within Density

Factor Name Factor Variance
Loading | Explained

Factor 1 — Within Density 60.330 %

Exchange ties among the local stakeholder groups of our 0.568

company (local suppliers, customers, banks, etc.) are very

intense.

Range and number of activities carried out by our company in 0.880

Turkey is very high.

Our company highly invests in the development of its local 0.844

suppliers and customers in Turkey.

Total Variance Explained 60.330 %

KMO Measure 0.563

Bartlett’s Test 57.015*

*Significant at 0.01 level.
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Again, no violations of the requirements of Bartlett’s test of sphericity are seen.
KMO value (0.563) and all MSA values in the anti-image correlation matrix are also
above the threshold value of 0.50. Only one factor explaining 60.33 % of the total
variance was revealed as a result of the analysis.

For Differentiation Based Competitive Advantage items, results are presented
in Table 17. As can be figured out from the Bartlett’s test of sphericity and KMO
value (0.792), there are no problems in terms of basic assumptions of factor analysis.
No MSA values were found to lower than 0.50 in the anti-image correlation matrix,

as well.

Table 17. Factor Analysis Results for Differentiation Based Competitive Advantage

Factor Name Factor Variance
Loading | Explained

Factor 1 — Image and Operations Differentiation 27.763 %

Having high influence over distribution channels 0.757

Targeting high-priced segment(s) 0.603

Building/maintaining brand equity 0.498

Building/maintaining brand reputation 0.653

Spending a high amount of money on advertising activities. 0.851

Factor 2 — Product and Service Differentiation 27.005 %

Providing product(s)/services with many differentiating features 0.820

Creating premium product/service quality 0.845

Providing extensive customer/consumer service 0.601

New product/service development 0.683

Total Variance Explained 54.768 %

KMO Measure 0.792

Bartlett’s Test 230.436*

*Significant at 0.01 level.

Results revealed two factors with eigenvalues greater than 1, explaining 54.77 % of
the total variance. The factors were named as; Image and Operations Differentiation
and Product and Service Differentiation.

Factor analysis results for Cost Based Competitive Advantage items are

presented in Table 18. Results indicate significant Bartlett’s test values. KMO
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(0.731) values and anti-image correlation matrix values per item are also higher than

0.50.

Table 18. Factor Analysis Results for Cost Based Competitive Advantage

Factor Name Factor Variance
Loading | Explained

Factor 1 — Direct Cost Factors 32.945 %

Providing high operating efficiency/cost control 0.854

Managing raw materials cost and availability 0.839

Product/service cost reduction 0.619

Factor 2 — Indirect Cost Factors 30.585 %

Making improvements and innovation in manufacturing/service 0.791

processes

Pricing below competitors 0.446

Having highly skilled functional personnel. 0.832

Total Variance Explained 63.530 %

KMO Measure 0.731

Bartlett’s Test 138.544*

*Significant at 0.01 level.

The results showed that two factors explaining the 63.53 % of the total variance were

extracted. These factors were named Direct Cost Factors and Indirect Cost Factors.

In terms of Firm Performance items, results obtained are presented in Table

19. According to the results, there are no violations in terms of Bartlett’s test of

sphericity, KMO measure (0.715), and item—level MSA values. When factor

loadings are examined, it was seen that two factors with eigenvalues greater than 1

were extracted. These factors were named Strategic Performance Indicators and

Financial Performance Indicators.
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Table 19. Factor Analysis Results for Firm Performance

Factor Name Factor Variance
Loading | Explained

Factor 1 — Strategic Performance Indicators 31.916 %

The objectives set while entering the market has been largely 0.713

accomplished.

The experience gained in Turkey in terms of know-how and 0.553

managerial experience is reverse transferred to both home and
other countries within the network of our MNE.

The value added by our company to host country’s (Turkey’s) 0.815
macro and micro economic factors is high.

Our company exploits the resources it acquires by operating in 0.790
Turkey in a way to strengthen the global competitive position of
the whole MNE.

Factor 2 — Financial Performance Indicators 29.748 %

Our company has improved its market position in terms of market | 0.783
share since we invested in Turkey.

Profitability ratios of our company have improved since we 0.816

invested in Turkey.

Growth has been provided in sales/service volume of our 0.812

company since we invested in Turkey.

Total Variance Explained 61.664 %
KMO Measure 0.715

Bartlett’s Test 190.232*

*Significant at 0.01 level.

Finally, it should be noted that, as Across Density was measured by a single-item

scale, no factor analysis was carried out for this variable.

Expanded Model and Reliability Values of All Variable Dimensions

As a result of exploratory factor analysis, new dimensions have emerged and, thus;
the research model has been revised as can be seen in Figure 6.
Reliabilities of the scales measuring the new dimensions have been computed

as well. The results are presented in Table 20.
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Table 20. Reliability Values of Scales Measuring All Dimensions®

Hotelling’s

Cronbach’s Number of
Alpha T-squared Items
Sign.
Unification of Task Environment 0.700 0.000 5
Integration of Corporate Network 0.655 0.009 3
Degree of Autonomy 0.877 0.000 9
Within Density 0.659 0.008 3
Image and Operations Differentiation Based CA 0.745 0.000 5
Product and Service Differentiation Based CA 0.765 0.001 4
Direct Cost Based CA 0.755 0.000 3
Indirect Cost Based CA 0.560 0.003 3
Financial Performance Indicators 0.769 0.001 3
Strategic Performance Indicators 0.722 0.000 4

* Across Density is measured by a single-item scale, thus no reliablity values have been calculated for

this variable.
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Summary Statistics of Study Variables

Table 21 shows means, maximum and minimum values, and standard deviations of
study variables.

Table 21. Summary Statistics of Study Variables

Variables* N Min. Max. Mean SD

Upstream FDI 95 .00 100 39.09 30.83
Downstream FDI 95 .00 100 60.91 30.75
Direct Cost Based CA 95 1.67 6.00 4.40 1.01
Indirect Cost Based CA 95 2.00 6.00 4.25 0.89
graleslegg érzi Operations Differentiation 95 1.40 6.00 417 0.93
ggc:ilclicé aAnd Service Differentiation 95 175 6.00 4.84 0.77
Unification of Task Environment 95 1.80 5.40 3.50 0.92
Integration of Corporate Network 95 1.00 6.00 4.25 1.07
Degree of Autonomy 95 1.00 4.89 2.79 0.92
Across Density 95 1.00 6.00 3.37 1.19
Within Density 95 2.00 6.00 4.18 0.98
Strategic Firm Performance 95 2.50 6.00 4.57 0.80
Financial Firm Performance 95 1.67 6.00 4.51 1.03

* The variables are measured on a 6-point scale where the maximum is 6 and the minimum is 1. For
the subscales, which contained “reverse coded items”, necessary recoding is made.

When the mean dispersions of FDI are examined in terms of Upstream and
Downstream activities, it is seen that participating firms invested a larger amount
(60.91%) in downstream activities. In terms of competitive advantage firms pursue,
“Product and Service Differentiation Based CA” is evaluated to be the most effective
one (with a mean of score of 4.84), followed by “Direct Cost Based CA” (with a

mean score of 4.40). Of the two “Degree of Global Integration” variables,
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“Integration of Corporate Network™ is evaluated as the more widely practiced one
(with a mean score of 4.25). Additionally, firms participating in the survey indicated
that they are moderately dependent on their headquarters while making decisions
(with a mean score of 2.79 - calculated with recoded values). In terms of network
density, most firms pointed out that they have higher levels of within density (with a
mean score of 4.18) in their corporate networks when compared to levels of across
density (with a mean score of 3.37). Finally, it should be noted that, level of strategic
and financial performances are almost the same for the firms participated in the
survey.

In addition to the above stated values, the correlations between the study
variables have also been calculated. As seen in Table 22, there are certain significant
relationships between study variables. The results will further be discussed in

relation to multiple regression analysis findings.
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Table 22. Intercorrelations among the Variables Studied

1 2 3 4 5 6 7 8 9 10 11 12 13
1.Upstream FDI 1

2.Downstream FDI -1.000%* 1

3.Ur}1ﬁcat10n of Task _075 077 1

Environment

4.Integration of *%

Corporate Network ~061 ~058 ) 343 :

5.Across Density 119 ~118 043 153 1

6.Degree of Autonomy | 557 | 021 | -206** | -4a5% | 157 1

7.Within Density 038 | -042 | -054 | 066 | .176 | .157 1

8.Direct Cost 238 | -239% | 004 | -099 | -128 | -072 | .201 1

9-Indirect Cost 094 | -094 | 077 | 156 | 071 | -069 | .129 | 456** | 1

10.Image and ok o

OperationsDifferentiation | 085 | 086 | ~107 | 053 | -063 | -088 | 202 191 | 324 1

1 Product and Service 010 | -010 | -110 | .179 | -255%F | -091 | 296%* | 381%% | 414%* | 438% | |

Differentiation

12 Strategic Firm 164 | -169 | 082 | 350%* | 064 | -323% | 227+ | 151 | 216* | .120 | 368** | 1
Performance

13.Financial Firm 112 | -114 | -013 | 229% | 108 | -330%f | 353% | 094 | -032 | 279% | 150 | .399%* | 1
Performance

**Correlation is significant at the 0.01 level (2-tailed).
*Correlation is significant at the 0.05 level (2-tailed).
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Hypothesis Testing

In this section, information is provided on the multiple regression analyses carried

out to test formerly stated research hypotheses.

Testing the Assumptions for the Variate

As emphasized in previous sections, multivariate analysis requires that the
assumptions underlying the statistical techniques be tested twice; first for the
separate variables, and second for the multivariate model variate, which acts
collectively for the variables in the analysis (Hair et al., 2010, p.70). Accordingly,
after the regression model was estimated, the variate is separately assessed for both
financial firm performance and strategic firm performance, to see whether the
assumptions of normality, linearity and homoscedasticy are met or not. As a final
assumption, independence of residuals is also controlled for. Rather than explaining
the processes employed for these assumptions separately for each variate, a general
explanation on the results of the related tests will be provided here.

Residuals’ scatterplots are examined to test the above mentioned assumptions
between the predicted dependent variable (DV) scores and errors of prediction.
Assumptions of analysis are that the residuals (differences between obtained and
predicted DV scores) are normally distributed about the predicted DV variable, that
the residuals have a straight-line relationship with predicted DV scores, and that the
variance of the residuals about predicted DV scores is the same for all predicted

scores (Tabachnick & Fidell, 2007, p.125).
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For the assumption of normal distribution of error terms, normal probability
plots of the standardized residuals have been examined (Hair et al., 2010). Only
when the Image and Operations Differentiation Based CA and Product and Service
Based CA is the DV in the analysis, a certain degree of skewness appears. However,
as the departures from the diagonal are not substantial or systematic, the residuals are
considered to represent a normal distribution.

The assumption of linearity of the variate is assessed through an analysis of
the residuals (Hair et al., 2010). When null plots are examined, it is seen that none of
the equations exhibit any substantial non-linear pattern.

For the assumption of constant variance of error terms (homoscedasticy), null
plots are examined. As none of the plots exhibit a pattern of increasing or decreasing
residuals, the assumption of homoscedasticy is concluded to be not violated.

In addition to these, independence of residuals is also examined as a final
assumption. This assumption deals with the effect of carryover from one observation
to another. When carryover is found, the researcher must identify the potential
sequencing variables and plot the residuals by this variable (Hair et. al., 2010).
Durbin-Watson statistic is a useful measure here, as it assesses autocorrelation of
errors over the sequence of cases, and, if significant, indicates nonindependence of
errors. More specifically, the more the value of this statistic deviates from two, the
more likely that the residuals are not independent (Tabachnick & Fidell, 2007, p.128;
Spicer, 2005). When Durbin-Watson statistics are examined, once again it is seen
that, this assumption is violated to a certain degree when Image and Operations
Differentiation Based CA and Product and Service Based CA is entered the model as
the dependent variable. However, the statistics are slightly over the threshold level of

2 in these cases (the maximum value being 2.3); thus the variables are decided to be
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kept for further analyses. However, as the above stated values are sufficiently deviant
to raise doubts about the outcomes, recommendation of Stevens (2002) was adopted
and alpha level was reduced to 0.01 for the interpretation of the results regarding
these variables to cope with any possible Type I error (Spicer, 2005).

As a final point, it should be noted that R* and Adjusted R* values are
compared throughout regression analyses to be able trace the real contribution of the
variables included in the equation in each step. Due to overfitting, R* values may
increase even when a nonsignificant predictor variable is added to the equation (Hair
et al., 2010). Thus, each time a variable significantly enters the model, the adjusted
R? value is controlled for to see whether there is a corresponding increase in the
variance explained or not. As a general finding, it is found that, all significantly
entering variables created a corresponding increase in Adjusted R? values related to

that model.

Multiple Regression Analysis

Several regression analyses were run to test the relationships between the
independent (Upstream FDI and Downstream FDI) and dependent variables
(Strategic Firm Performance and Financial Firm Performance) of the study, and to
diagnose any possible effects of moderating (Unification of Task Environment,
Integration of Corporate Network, Degree of Operational Autonomy, Degree of
Strategic Autonomy, Across Density, Within Density) and mediating (Image and
Operations Differentiation Based CA, Product and Service Differentiation Based CA,

Direct Cost Based CA, Indirect Cost Based CA) variables on these relationships.
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Additionally, firm characteristics such as age, size and type of industry were
included in the models as control variables.

During the analyses, collinearity (correlation among the independent
variables) was tried to be identified by first examining the correlation matrix for the
independent variables and then by examining condition indexes and VIF values. In
the correlation matrix, it was seen that the independent variables of the study were
perfectly correlated with each other. Further VIF — Variance Inflation Factor and CI -
Condition Index values also supported this finding. As a rule of thumb, the threshold
for VIF values is 10, and a CI over 15 indicates a possible multicollinearity problem
while a CI of over 30 suggests a serious multicollinearity problem (Ho, 2006). VIF
and CI values were found to be beyond these threshold values for both Upstream FDI
and Downstream FDI. This identified multicollinearity problem can be due to many
reasons. However, when the nature of the research variables is taken into
consideration, the most possible reason of the problem here stems from including a
summated scale along with the individual variables that created it. This problem is
also expressed as “singularity” (Hair et al., 2010, p.202). Here including both
Upstream FDI and Downstream FDI variables which together forms a summated
scale (a scale that summates to 100%) simultaneously into the analyses is seen as the
possible reason of the singularity problem.

For the purpose of removing singularity, among the possible remedies, two
options were especially preferred. One of them is omitting one or more highly
correlated independent variables (Hair et al., 2010, p.205). Accordingly, Upstream
FDI and Downstream FDI were treated as separate independent variables during the
analysis and the regressions were separately run for each of these variables. As a

result, the problem of multicollinearity has been partially removed. More
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specifically, while no multicollinearity has been diagnosed when the competitive
advantage variables are treated as the dependent variable (in the first parts of the
analyses), the problem is found to be still prevailing when the firm performance
dimensions are included in the model as the dependent variable.

The other remedy for multicollinearity is to use the simple correlations
between each independent variable and the dependent variable to understand the
nature of the relationship between them (Hair et al., 2010, p.205). Therefore, to
provide a more healthy and robust interpretation of the relationships, correlations
between study variables were also treated as important indicators and taken into

account during discussion of results.

Relationship between Upstream FDI and Cost Based Competitive Advantage

Two analyses are carried out to explore the relationship between Upstream FDI and
each dimension of Cost Based CA.

Results of the analysis regarding the relationship between Upstream FDI and
Direct Cost Based Competitive Advantage are depicted in Table 23. In the first
model, only the control variables are regressed against the dependent variable to see
whether they are all controlled for further analysis or not. Results indicate that the
model explains 9.6 % of the variance in the importance attributed to Direct Cost
Based Competitive Advantage by the firm, and that, the firm size is not fully
controlled (F3 g2) = 2.889, p<0.05). Thus, it should be mentioned that, the findings
are prevalent especially for large firms.

In the second step, with the inclusion of Upstream FDI in the model, the

variance explained significantly increased (AR” = 0.053; AF31)=5.075, p<0.01).
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According to regression results, Upstream FDI (; = 0.277; p<0.01) is identified as a
predictor of Direct Cost Based Competitive Advantage in the expected positive
direction.

Finally, when the interaction terms are entered into the equation in the third
model to investigate moderation effects, the variance explained increased
significantly to 25.1 % (AR* = 0.102; AF 5,76y = 2.070, p<0.05). Here, it can be
concluded that, Across Density (AD) (Bi = -0.380; p<0.05) and Within Density (WD)
(Bi = 0.877; p<0.01) moderates the relationship between Upstream FDI and Direct
Cost Based Competitive Advantage as they have significant interactions with the
independent variable. However, it should be noted that, while AD moderates the
relationship in a negative way, contrary to the expected, WD moderates it in a
positive way.

Following the same vein, another series of regression analyses are conducted
to explore the relationship between Upstream FDI and Indirect Cost Based
Competitive Advantage. As can be seen in Table 24, in the first model, control
variables explain only 2 % of the variance in the dependent variable (Fg2) = 0.537).
When the independent variable Upstream FDI is entered the equation in the second
model, it causes a nonsignificant increase in the variance explained (AR? = 0.010;
AF(1 81y = 0.848). In the third model, when the interaction terms are entered the
equation, the variance explained increases in a statistically significant way (AR* =
0.107; AFs.76) = 1.880, p<0.05). When the interaction terms are examined, it is seen
that Unification of Task Environment (UTE) (Bi = 0.661; p<0.01) and WD (Bi =
0.774; p<0.01) moderates the relationship between Upstream FDI and Indirect Cost

Based Competitive Advantage. At this point, it should also be stated that, as “sector”
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(Bi = 0.229; p<0.05) is found to be significant indicator in the third model, the results

are mostly valid for service firms rather than manufacturing firms.

Relationship between Downstream FDI and Cost Based Competitive Advantage

Two analyses are carried out to explore the relationship between Downstream FDI
and each dimension of Cost Based Competitive Advantage (CA).

Results obtained from multiple regression analysis conducted to explore the
relationship between Downstream FDI and Direct Cost Based Competitive
Advantage are listed in Table 25. Control variables are regressed against the
dependent variable in the first set, and, it is revealed that the firm size is not fully
controlled (R = 0.096, F,80) = 2.889, p<0.05). Thus, the results are mostly prevalent
for firms with larger sizes.

With the inclusion of Downstream FDI in the second model, the variance
explained significantly increased (AR? = 0.053; AF 31y =5.026, p<0.01). According
to the regression results, Downstream FDI (B; = -0.275; p<0.01) is identified as a
predictor of Direct Cost Based Competitive Advantage in a negative direction.
When the interaction terms are entered into the equation in the third model to trace
moderation effects, the variance explained increased significantly to 29.8 % (AR2 =
0.149; AF(5,76) = 3.226, p<0.01). According to the results, Downstream FDI
significantly but negatively interacts with AD (Bi =-0.393, p<0.01), while it
significantly and positively interacts with degree of autonomy (i = 0.603, p<0.05)
and WD (Bi= 0.603, p<0.01). Also, in the third model, it is seen that sector (i =
0.258, p<0.05) appears as a significant predictor. Thus, the effects of interaction

terms are stronger in service firms when compared to manufacturing firms.
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Table 23. Regression Results for Upstream FDI and Direct Cost Based CA™”

Model 1 Model 2 Model 3
Regression Standard Std. Regression Standard Std. Regression Standard Std.
Coefficient Error Coefficient Coefficient Error Coefficient Coefficient Error Coefficient
Control Variables
Firm Size 0.346 0.260 0.291* 0.297 0.125 0.250* 0.158 0.137 0.132
Sector -0.100 0.214 -0.051 0.168 0.240 0.086 0.368 0.243 0.188
Firm Age -0.004 0.004 -0.112 -0.004 0.004 -0.127 -0.004 0.004 -0.112
Independent Variables
Upstream FDI 0.009 0.004 0.277%* 0.003 0.016 0.082
Interaction Effects
UTE x Upstream FDI 0.003 0.003 0.377
ICN x Upstream FDI -0.003 0.002 -0.467
Autonomy x Upstream FDI -0.001 0.003 -0.132
AD x Upstream FDI -0.003 0.002 -0.380%*
WD x Upstream FDI 0.006 0.002 0.877%*
Adjusted R Square 0.063 0.107 0.162
R Square 0.096 0.149 0.251
A in R Square 0.096 0.053 0.102
F for A in R Square 2.889%* 5.075%* 2.070*
F for ANOVA 2.889%* 3.543** 2.820%*
*p<0.05
**pc0.01

* Provided in the table are the results of three sequential regression runs. Model 1 regresses Direct Cost Based CA against the control variables only, and the following models

include Upstream FDI, and interaction effects sequentially in a hierarchical sense.

® UTE: Unification of Task Environment, ICN: Integration of Corporate Network, AD: Across Density, WD: Within Density.
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Table 24. Regression Results for Upstream FDI and Indirect Cost Based CA™

Model 1 Model 2 Model 3
Regression Standard Std. Regression Standard Std. Regression Standard Std.
Coefficient Error Coefficient | Coefficient Error Coefficient | Coefficient Error Coefficient
Control Variables
Firm Size 0.135 0.121 0.123 0.115 0.123 0.106 -0.006 0.135 -0.005
Sector 0.151 0.204 0.084 0.258 0.235 0.144 0.411 0.239 0.229*
Firm Age -0.001 0.004 -0.023 -0.001 0.004 -0.029 0.000 0.004 -0.007
Independent Variables
Upstream FDI 0.004 0.004 0.121 -0.032 0.015 -1.071%*
Interaction Effects
UTE x Upstream FDI 0.005 0.003 0.661**
ICN x Upstream FDI 0.000 0.002 0.043
Autonomy x Upstream FDI 0.000 0.003 0.029
AD x Upstream FDI -0.001 0.002 -0.147
WD x Upstream FDI 0.005 0.002 0.774%*
Adjusted R Square -0.016 -0.017 0.035
R Square 0.020 0.030 0.137
A in R Square 0.020 0.010 0.107
F for A in R Square 0.567 0.848 1.880%*
F for ANOVA 0.567 1.343 1.343
*p<0.05
**pc0.01

* Provided in the table are the results of three sequential regression runs. Model 1 regresses Indirect Cost Based CA against the control variables only, and the following
models include Upstream FDI, and interaction effects sequentially in a hierarchical sense.
® UTE: Unification of Task Environment, ICN: Integration of Corporate Network, AD: Across Density, WD: Within Density.
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As seen in Table 26, in terms of the relationship between Downstream FDI and
Indirect Cost Based Competitive Advantage, the first model is found to be
nonsignificant and thus, the control variables are fully controlled. However, when
Downstream FDI is entered no significant increase is seen in the variance explained
(AR*=0.010; AF 31y = 0.830). Again, no significant increase is captured in the
variance explained when the interaction terms are entered the equation in the third
model (AR” = 0.030; AF (1 31) = 0.485). Also, none of the interaction terms are
significant; therefore no further analysis is carried out to investigate moderation

effects.
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Table 25. Regression Results for Downstream FDI and Direct Cost Based CA™

Model 1 Model 2 Model 3
Regression | Standard Error Std. Regression | Standard Error Std. Regression | Standard Error Std.
Coefficient Coefficient | Coefficient Coefficient | Coefficient Coefficient
Control Variables
Firm Size 0.346 0.126 0.291%** 0.296 0.125 0.249%* 0.246 0.123 0.207*
Sector -0.100 0.214 -0.051 0.166 0.240 0.085 0.506 0.248 0.258*
Firm Age -0.004 0.004 -0.112 -0.004 0.004 -0.125 -0.003 0.003 -0.076
Independent Variables
Downstream FDI -0.009 0.004 -0.275%* -0.004 0.013 -0.136
Interaction Effects
UTE x Downstream FDI 0.000 0.002 0.064
ICN x Downstream FDI -0.002 0.002 -0.287
pouonomy x Downstream -0.003 0.002 0.603*
AD x Downstream FDI -0.003 0.001 -0.393%*
WD x Downstream FDI 0.004 0.002 0.603**
Adjusted R Square 0.063 0.106 0.214
R Square 0.096 0.148 0.298
A in R Square 0.096 0.053 0.149
F for A in R Square 2.889%* 5.026%* 3.226%*
F for ANOVA 2.889* 3.530** 3.577**
*p<0.05
**pc0.01

* Provided in the table are the results of three sequential regression runs. Model 1 regresses Direct Cost Based CA against the control variables only, and the following models
include Downstream FDI, and interaction effects sequentially in a hierarchical sense.
® UTE: Unification of Task Environment, ICN: Integration of Corporate Network, AD: Across Density, WD: Within Density.
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Table 26. Regression Results for Downstream FDI and Indirect Cost Based CA*"

Model 1 Model 2 Model 3
Regression Standard Std. Regression Standard Std. Regression Standard Std.
Coefficient Error Coefficient Coefficient Error Coefficient Coefficient Error Coefficient
Control Variables
Firm Size 0.135 0.121 0.123 0.115 0.123 0.105 0.125 0.130 0.114
Sector 0.151 0.204 0.084 0.257 0.235 0.143 0.389 0.263 0.217
Firm Age -0.001 0.004 -0.023 -0.001 0.004 -0.028 -0.001 0.004 -0.022
Independent Variables
Downstream FDI -0.004 0.004 -0.119 -0.013 0.014 -0.451
Interaction Effects
UTE x Downstream FDI 0.000 0.002 -0.042
ICN x Downstream FDI 0.002 0.002 0.276
Autonomy x Downstream FDI -0.001 0.002 -0.072
AD x Downstream FDI 0.000 0.001 -0.065
WD x Downstream FDI 0.001 0.002 0.222
Adjusted R Square -0.016 -0.018 -0.051
R Square 0.020 0.030 0.060
A in R Square 0.020 0.010 0.030
F for A in R Square 0.567 0.830 0.485
F for ANOVA 0.567 0.632 0.541
*p<0.05
**pc0.01

? Provided in the table are the results of three sequential regression runs. Model 1 regresses Indirect Cost Based CA against the control variables only, and the following
models include Downstream FDI, and interaction effects sequentially in a hierarchical sense.
® UTE: Unification of Task Environment, ICN: Integration of Corporate Network, AD: Across Density, WD: Within Density.
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Relationship between Upstream FDI and Differentiation Based Competitive

Advantage

Analyses are conducted in two parts to investigate the relationship between Upstream
FDI and Differentiation Based CA dimensions.

As seen in Table 27, three sequential regressions are run to explore the
relationship between Upstream FDI and Image and Operations Differentiation Based
Competitive Advantage. The first model regresses control variables against the
dependent variable; and the results indicate that firm size cannot be fully controlled
(R* = 0.126; AF380) = 3.953, p<0.05). Upstream FDI is included in the equation in
the second model, but it does not cause any significant increase in the variance
explained (AR* = 0.002; AF; g1y = 0.204).

Finally, in the third model, interaction terms are entered, but again no
significant increase is seen in the variance explained. However, WD (f; = 0.636,
p<0.01) significantly interacts with Upstream FDI and impacts dependent variable in
a positive way. Therefore, further analysis is carried out to trace the individual effect
of this term in the equation. This time, only the significant interaction term (WD x
Upstream FDI) is entered in the third step to find out if there is a significant change
in the overall model due to the impact of WD or not. Re-analysis of data revealed
that, when only this interaction term is entered to the third model, the explained
variance is significantly increased to 16 % (AR? = 0.031; AF(130) = 2.946). Therefore,
the role of WD as a moderator is supported statistically. However, in the third model,
firms size still remains uncontrolled, indicating that the results are mostly valid for

larger firms in the sample.
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Regarding the relationship between Upstream FDI and Product and Service
Differentiation Based Competitive Advantage, the results obtained can be seen in
Table 28. The first model is found to be significant due to firm size (R* = 0.085;
AF3,82) = 2.539, p<0.05). When Upstream FDI is entered the equation in the second
model, the increase in the variance explained is found to be nonsignificant (AR* =
0.007; AF( g1y = 0.598). In the third model, with the inclusion of interaction terms,
the variance explained significantly increases to 30.2 % (AR? = 0.211; AF5,76) =
4.588, p<0.01). AD (Bi =-0.750, p<0.01) and WD (; = 0.818; p<0.01) interacts
significantly with Upstream FDI and thus, moderates the relationship between
Upstream FDI and Product and Service Differentiation Based Competitive

Advantage.
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Table 27. Regression Results for Upstream FDI and Image and Operations Differentiation Based CA*®

Model 1 Model 2 Model 3
Regression Standard Std. Regression Standard Std. Regression Standard Std.
Coefficient Error Coefficient | Coefficient Error Coefficient | Coefficient Error Coefficient
Control Variables
Firm Size 0.358 0.113 0.332%* 0.367 0.115 0.340** 0.239 0.129 0.222%*
Sector 0.044 0.191 0.025 -0.006 0.221 -0.003 0.106 0.229 0.060
Firm Age 0.004 0.003 0.114 0.004 0.003 0.117 0.003 0.003 0.082
Independent Variables
Upstream FDI -0.002 0.004 -0.056 -0.003 0.015 -0.086
Interaction Effects
UTE x Upstream FDI -0.001 0.003 -0.106
ICN x Upstream FDI -0.001 0.002 -0.141
Autonomy x Upstream FDI 0.000 0.003 -0.013
AD x Upstream FDI -0.002 0.002 -0.285
WD x Upstream FDI 0.004 0.002 0.636**
Adjusted R Square 0.094 0.086 0.094
R Square 0.126 0.129 0.190
A in R Square 0.126 0.002 0.061
F for A in R Square 3.953* 0.204 1.150
F for ANOVA 3.953* 2.987** 1.979%*
*p<0.05
**pc0.01

* Provided in the table are the results of three sequential regression runs. Model 1 regresses Image and Operations Differentiation Based CA against the control variables only,
and the following models include Upstream FDI, and interaction effects sequentially in a hierarchical sense.
® UTE: Unification of Task Environment, ICN: Integration of Corporate Network, AD: Across Density, WD: Within Density.
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Table 28. Regression Results for Upstream FDI and Product and Service Differentiation Based CA®"

Model 1 Model 2 Model 3
Regression Standard Std. Regression Standard Std. Regression Standard Std.
Coefficient Error Coefficient | Coefficient Error Coefficient | Coefficient Error Coefficient
Control Variables
Firm Size 0.257 0.100 0.273%* 0.270 0.102 0.288* 0.096 0.104 0.102
Sector -0.062 0.170 -0.040 -0.137 0.196 -0.088 0.030 0.185 0.019
Firm Age 0.001 0.003 0.048 0.001 0.003 0.053 0.000 0.003 -0.011
Independent Variables
Upstream FDI -0.002 0.003 -0.098 -0.007 0.012 -0.274
Interaction Effects
UTE x Upstream FDI -0.002 0.002 -0.241
ICN x Upstream FDI 0.002 0.002 0.415
Autonomy x Downstream FDI 0.005 0.002 0.011
AD x Upstream FDI -0.005 0.001 -0.750%*
WD x Upstream FDI 0.005 0.002 0.818**
Adjusted R Square 0.052 0.047 0.220
R Square 0.085 0.092 0.302
A in R Square 0.085 0.007 0.211
F for A in R Square 2.539* 0.598 4.588**
F for ANOVA 2.539* 2.045% 3.659**
*p<0.05
**pc0.01

? Provided in the table are the results of three sequential regression runs. Model 1 regresses Product and Service Differentiation Based CA against the control variables only,
and the following models include Upstream FDI, and interaction effects sequentially in a hierarchical sense.
® UTE: Unification of Task Environment, ICN: Integration of Corporate Network, AD: Across Density, WD: Within Density.
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Relationship between Downstream FDI and Differentiation Based Competitive

Advantage

Once again, two analyses are run to explore the relationship between Downstream
FDI and two dimensions of Differentiation Based CA.

As a result of the regression analyses carried out to examine the relationship
between Downstream FDI and Image and Operations Differentiation Based
Competitive Advantage, results depicted in Table 29 are obtained. Among the
control variables, again the firm size cannot be controlled, as revealed in the first
model (R2 =0.126; AF382) = 3.953, p<0.01). Downstream FDI is included in the
equation in the second model, but it does not cause any significant increase in the
variance explained (AR* = 0.003; AF( 31y = 0.234). Finally, with the inclusion of
interaction terms in the third model, although no significant increase is seen in the
total variance explained, it is revealed that WD (B; = 0.637, p<0.01) interacts
significantly with Downstream FDI. Therefore, further analysis was carried out to
capture any possible moderation effect of this variable. Results supported the
moderation effect by showing that, with the inclusion of the interaction of WD and
Downstream FDI, the variance explained significantly increased to 17.9 % (AR =
0.051; AF( g0y = 4.395, p<0.05). Also, as a final note, firm size 1s found to be
significant in all three models; revealing that the results are stronger for larger firms.

As can be seen from Table 30, the analyses of the relationship between
Downstream FDI and Product and Service Differentiation Based Competitive
Advantage put forth that the first model controlling for the effects of firm size, sector
and firm age is nonsignificant indicating that the effects of these variables were

controlled (R* = 0.085; AF 3.5 = 2.539).
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In the second model, when Downstream FDI is entered the equation, no
significant increase in the variance explained is observed. And finally, when the
interaction terms are entered the equation in the third model, the variance explained
significantly increases to 27.6 % (AR? = 0.184; AF 5,76y = 3.875, p<0.01), pointing out
certain moderation effects. More specifically, it is found that, Downstream FDI
negatively interacts with Unification of Task Environment (UTE) (B; = -0.536,
p<0.01) and AD (B; = -0.344, p<0.05), while it positively interacts with Integration of

Corporate Network (ICN) (B; = 0.511, p<0.05) and WD (B; = 0.781, p<0.01).
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Table 29. Regression Results for Downstream FDI and Image and Operations Differentiation Based CA™”

Model 1 Model 2 Model 3
Regression Standard Std. Regression Standard Std. Regression Standard Std.
Coefficient Error Coefficient Coefficient Error Coefficient Coefficient Error Coefficient
Control Variables
Firm Size 0.358 0.113 0.332%%* 0.368 0.115 0.341%** 0.328 0.119 0.304**
Sector 0.044 0.191 0.025 -0.009 0.220 -0.005 0.188 0.240 0.106
Firm Age 0.004 0.003 0.114 0.004 0.003 0.116 0.004 0.003 0.144
Independent Variables
Downstream FDI 0.002 0.004 0.060 -0.006 0.013 -0.207
Interaction Effects
UTE x Downstream FDI -0.001 0.002 -0.206
ICN x Downstream FDI 0.000 0.002 0.040
Autonomy x Downstream FDI -0.002 0.002 -0.209
AD x Downstream FDI -0.001 0.001 -0.079
WD x Downstream FDI 0.004 0.002 0.637**
Adjusted R Square 0.094 0.086 0.106
R Square 0.126 0.129 0.201
A in R Square 0.126 0.003 0.072
F for A in R Square 3.953%%* 0.234 1.372
F for ANOVA 3.953%%* 2.996** 2.125%
*p<0.05
**pc0.01

* Provided in the table are the results of three sequential regression runs. Model 1 regresses Image and Operations Differentiation Based CA against the control variables only,
and the following models include Downstream FDI, and interaction effects sequentially in a hierarchical sense.
® UTE: Unification of Task Environment, ICN: Integration of Corporate Network, AD: Across Density, WD: Within Density.
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Table 30. Regression Results for Downstream FDI and Product and Service Differentiation Based CA*®

Model 1 Model 2 Model 3
Regression Standard Std. Regression Standard Std. Regression Standard Std.
Coefficient Error Coefficient Coefficient Error Coefficient Coefficient Error Coefficient
Control Variables
Firm Size 0.257 0.100 0.273%* 0.271 0.102 0.289%** 0.226 0.098 0.241**
Sector -0.062 0.170 -0.040 -0.138 0.196 -0.089 0.097 0.198 0.063
Firm Age 0.001 0.003 0.048 0.001 0.003 0.052 0.003 0.003 0.094
Independent Variable(s)
Downstream FDI 0.003 0.003 0.100 -0.012 0.011 -0.456
Interaction Effects
UTE x Downstream FDI -0.003 0.001 -0.536**
ICN x Downstream FDI 0.003 0.001 0.511*
Autonomy x Downstream FDI 0.000 0.001 0.059
AD x Downstream FDI -0.002 0.001 -0.344*
WD x Downstream FDI 0.004 0.001 0.781%*
Adjusted R Square 0.052 0.047 0.191
R Square 0.085 0.092 0.276
A in R Square 0.085 0.007 0.184
F for A in R Square 2.539 0.627 3.875%*
F for ANOVA 2.539 2.053* 3.227%*
*p<0.05
**pc0.01

? Provided in the table are the results of three sequential regression runs. Model 1 regresses Product and Service Differentiation Based CA against the control variables only,
and the following models include Downstream FDI, and interaction effects sequentially in a hierarchical sense.
® UTE: Unification of Task Environment, ICN: Integration of Corporate Network, AD: Across Density, WD: Within Density.
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Relationship between Upstream FDI and Financial Firm Performance

Three regression runs were conducted to explore the relationship between Upstream
FDI, Type of Competitive Advantage and Financial Firm Performance. As illustrated
in Table 31, in the first model, only the control variables are regressed against the
dependent variable to see whether they are controlled for further analysis or not. The
model is found to be nonsignificant (R* = 0.037; AF 3,82y = 1.058). When Upstream
FDI is entered the model, it is seen that there is no significant increase in the variance
explained (AR? = 0.009; AF( 31y = 0.743). Finally, in the third model, when
Competitive Advantage Dimensions are entered the equation, only Image and
Operations Differentiation Based CA is found to be significant (B; = 0.275, p<0.05);
although, the variance explained for the overall model does not significantly increase
(AR*=0.072; AF @477y =1.576). Thus, to find out whether Image and Operations
Differentiation Based CA solely mediates the relationship between Upstream FDI
and Financial Firm Performance further analysis is carried out. When this variable is
entered the equation alone, it causes a significant increase in the variance explained
(AR2 = 0.050; AF(; g0y = 4.429) in financial firm performance, indicating its role as a
mediator. Nevertheless, it should be noted here that, there is no change in the
significance level of Upstream FDI coefficient in the equation in either case. Thus,
the stated the role of Image and Operations Differentiation Based CA as a mediator

should be considered as a weak one.
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Table 31. Regression Results for Upstream FDI and Financial Firm Performance®

Model 1 Model 2 Model 3
Regression Standard Std. Regression Standard Std. Regression Standard Std.
Coefficient Error Coefficient | Coefficient Error Coefficient | Coefficient Error Coefficient

Control Variables

Firm Size 0.109 0.142 0.084 0.087 0.145 0.067 -0.050 0.156 -0.038
Sector -0.358 0.241 -0.168 -0.240 0.277 -0.112 -0.174 0.279 -0.081
Firm Age -0.003 0.004 -0.071 -0.003 0.004 -0.077 0.004 0.004 -0.115
Independent Variable(s)

Dispersion of FDI Among Primary

Value Chain Activities

Upstream FDI 0.004 0.005 0.112 0.005 0.005 0.148
Type of Competitive Advantage

Image and Operations Differentiation 0.331 0.159 0.275%
Product and Service Differentiation 0.110 0.189 0.079
Direct Cost Based CA 0.035 0.149 0.032
Indirect Cost Based CA -0.213 0.158 -0.179
Adjusted R Square 0.002 -0.001 0.027
R Square 0.037 0.046 0.118
A in R Square 0.037 0.009 0.072
F for A in R Square 1.058 0.743 1.576
F for ANOVA 1.058 0.977 1.290
*p<0.05
**pc0.01

* Provided in the Table are the results of three sequential regression runs. Model 1 regresses Financial Firm Performance against the control variables only, and the following

models include Upstream FDI, and Type of Competitive Advantage Dimensions sequentially in a hierarchical sense.
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Relationship between Downstream FDI and Financial Firm Performance

Results of the regression analysis related to the relationship between Downstream
FDI, Type of Competitive Advantage and Financial Firm Performance are presented
in Table 32. The first model regresses the control variables against the dependent
variable, and the findings reveal that the model is fully controlled (R* = 0.037;

AF 382y = 1.058). When Downstream FDI is entered the model in the second step, it
is seen that there is no significant increase in the variance explained (AR? = 0.009;
AF(1 81y = 0.778). Finally, in the third model, when Competitive Advantage
Dimensions are entered the equation, only Image and Operations Differentiation
Based CA is found to be significant (i = 0.276, p<0.05); although, the variance
explained for the overall model does not significantly increase (AR* = 0.073; AF@4.77)
=1.586). To examine whether Image and Operations Differentiation Based CA
mediates the relationship between Downstream FDI and Financial Firm
Performance, further analysis is carried out and this variable is entered the equation
alone to find out whether the change in the variance explained created by Image and
Operations Differentiation Based CA is significant or not. In this case, a significant
increase in the variance explained in financial firm performance is obtained (AR2 =
0.050; AF(; g0y = 4.452, p<0.05) and it is concluded that, Image and Operations
Differentiation Based CA acts as a mediator between Downstream FDI and Financial
Firm Performance. However, again, as there is no change in the significance level of
Downstream FDI coefficient in the equation in either case, indicating that Image and

Operations Differentiation Based CA is a weak mediator.
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Table 32. Regression Results for Downstream FDI and Financial Firm Performance®

Model 1 Model 2 Model 3
Regression Standard Std. Regression Standard Std. Regression Standard Std.
Coefficient Error Coefficient | Coefficient Error Coefficient | Coefficient Error Coefficient
Control Variables
Firm Size 0.109 0.142 0.084 0.086 0.145 0.066 -0.052 0.156 -0.040
Sector -0.358 0.241 -0.168 -0.237 0.277 -0.011 -0.170 0.279 -0.080
Firm Age -0.003 0.004 -0.071 -0.003 0.004 -0.077 -0.004 0.004 -0.114
Independent Variable(s)
Dispersion of FDI Among Primary
Value Chain Activities
Downstream FDI -0.004 0.005 -0.115 -0.005 0.005 -0.152
Type of Competitive Advantage
Image and Operations
Differentiation 0.331 0.159 0.276%
Product andService Differentiation 0.111 0.189 0.080
Direct Cost Based CA 0.034 0.149 0.031
Indirect Cost Based CA -0.213 0.158 -0.179
Adjusted R Square 0.002 -0.001 0.027
R Square 0.037 0.046 0.119
A in R Square 0.037 0.009 0.073
F for A in R Square 1.058 0.778 1.586
F for ANOVA 1.058 0.986 1.300
*p<0.05
**pc0.01

* Provided in the Table are the results of three sequential regression runs. Model 1 regresses Financial Firm Performance against the control variables only, and the following
models include Downstream FDI, and Type of Competitive Advantage Dimensions sequentially in an hierarchical sense.
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Relationship between Upstream FDI and Strategic Firm Performance

Regression analysis conducted to investigate the relationship between Upstream FDI,
Type of Competitive Advantage and Strategic Firm Performance are presented in
Table 33. The first model regresses the control variables against the dependent
variable, and the findings indicate that the model is fully controlled (R* = 0.069;
AF3.32) = 2.020). When Upstream FDI is entered the equation in the second step, no
significant increase is obtained in the variance explained (AR” = 0.002; AFq31) =
0.216). Finally, in the third model, when Competitive Advantage Dimensions are
entered the equation, Product and Service Differentiation Based CA is found to be
significant (f; = 0.262, p<.05). Moreover, the variance explained for the overall
model also significantly increases with the inclusion of the variables in the third
model (AR = 0.090; AF @477y =2.071, p<0.05). This finding affirms the role of
Product and Service Differentiation Based CA as a mediator in the relationship
between Upstream FDI and Strategic Firm Performance. Here, again, it should be
emphasized that there is no change in the significance level of Upstream FDI
coefficient in the equation in either case; thus, the role of Product and Service

Differentiation Based CA as a mediator is not so strong.
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Table 33.Regression Results for Upstream FDI and Strategic Firm Performance®

Model 1 Model 2 Model 3

Regression Standard Std. Regression Standard Std. Regression Standard Std.

Coefficient Error Coefficient | Coefficient Error Coefficient | Coefficient Error Coefficient
Control Variables
Firm Size 0.143 0.099 0.157 0.135 0.100 0.148 0.079 0.107 0.086
Sector -0.216 0.167 -0.144 -0.172 0.193 -0.114 -0.167 0.192 -0.111
Firm Age 0.002 0.003 0.091 0.002 0.003 0.088 0.003 0.003 0.098
Independent Variable(s)
Dispersion of FDI Among Primary
Value Chain Activities
Upstream FDI 0.001 0.003 0.060 0.001 0.003 0.050
Type of Competitive Advantage
Image and Operations
Differentiation -0.098 0.109 -0.116
Product and Service Differentiation 0.255 0.130 0.262*
Direct Cost Based CA 0.046 0.102 0.060
Indirect Cost Based CA 0.085 0.109 0.101
Adjusted R Square 0.035 0.025 0.074
R Square 0.069 0.071 0.162
A in R Square 0.069 0.002 0.090
F for A in R Square 2.020 0.216 2.071%*
F for ANOVA 2.020 1.555 1.854*
*p<0.05
**pc0.01

* Provided in the Table are the results of three sequential regression runs. Model 1 regresses Strategic Firm Performance against the control variables only, and the following

models include Upstream FDI, and Type of Competitive Advantage Dimensions sequentially in a hierarchical sense.
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Relationship between Downstream FDI and Strategic Firm Performance

In the first model of the regression analysis conducted to investigate the relationship
between Downstream FDI, Type of Competitive Advantage and Strategic Firm
Performance, control variables are regressed against the dependent variable, and the
findings indicate that the model is fully controlled (R* = 0.069; AF382) = 2.020). As
seen in Table 34, when Downstream FDI is entered the equation in the second step,
no significant increase is obtained in the variance explained (AR = 0.003; AFq31) =
0.280). Finally, in the third model, when Competitive Advantage Dimensions are
included, only Product and Service Differentiation Based CA is found to be
significantly entering the equation (f; = 0.264, p<0.05). Moreover, the variance
explained for the overall model also significantly increases with the inclusion of the
variables in the third model (AR? = 0.090; AF@477)=2.071, p<0.05). Thus, it can be
concluded that Product and Service Differentiation Based CA acts as a mediator in
the relationship between Downstream FDI and Strategic Firm Performance.
Nonetheless, as there is no change in the significance level of Downstream FDI
coefficient in the equation in either case, the role of Product and Service

Differentiation Based CA as a mediator is not so strong.
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Table 34. Regression Results for Downstream FDI and Strategic Firm Performance®

Model 1 Model 2 Model 3
Regression Standard Std. Regression Standard Std. Regression Standard Std.
Coefficient Error Coefficient | Coefficient Error Coefficient | Coefficient Error Coefficient

Control Variables

Firm Size 0.143 0.099 0.157 0.133 0.101 0.146 0.077 0.107 0.084
Sector -0.216 0.167 -0.144 -0.166 0.193 -0.110 -0.160 0.191 -0.107
Firm Age 0.002 0.003 0.091 0.002 0.003 0.088 0.003 0.003 0.097
Independent Variable(s)

Dispersion of FDI Among Primary

Value Chain Activities

Downstream FDI -0.002 0.003 -0.068 -0.001 0.003 -0.060
Type of Competitive Advantage

Image and Operations

Differentiation -0.097 0.109 -0.115
Product and Service Differentiation 0.257 0.130 0.264*
Direct Cost Based CA 0.044 0.102 0.057
Indirect Cost Based CA 0.084 0.108 0.101
Adjusted R Square 0.035 0.026 0.075

R Square 0.069 0.072 0.162

A in R Square 0.069 0.003 0.090

F for A in R Square 2.020 0.280 2.071%*
F for ANOVA 2.020 1.572 1.863*

*p<0.05

**pc0.01

* Provided in the Table are the results of three sequential regression runs. Model 1 regresses Strategic Firm Performance against the control variables only, and the following
models include Downstream FDI, and Type of Competitive Advantage Dimensions sequentially in a hierarchical sense.
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Additional Analyses

Although there are no hypotheses treating the export performance as the dependent
variable, a final series of regression analyses were run to explore the relationship
between Upstream FDI, Downstream FDI, Type of Competitive Advantage and
Export Performance. Export performance was omitted during previous reliability
tests and factor analyses, mainly due to the fact that this question was mostly
responded by only those firms with manufacturing activities in Turkey. However, by
taking this fact into account, additional analyses were decided to be carried on to
separately examine the relationship of this variable with other research variables.
Especially two reasons prevail here. The first one is the special attention given to
export performance of foreign direct investing firms in the literature. For instance,
the works of Leonidou and Katsikeas (1996) and Zhang and Song (2000) shed light
on the issue in theoretical and empirical manner. Also, in Turkey, Erden (1995,
1996) has investigated export performance of foreign direct investing firms by
paying special attention to newly introduced variables like the existence of product
development department and flow of research and development inputs from abroad.
Therefore, this performance indicator is decided to be more closely investigated to be
able to separately examine any possible effects of research variables on it. The
second reason is the stated responses to this question during the data collection
process. When the responses were being recorded, it was noticed that, this question
was responded mostly by firms who had investments in upstream activities. Those
firms who only invested in downstream activities mostly did not answer this
question. Therefore, to include this performance indicator together with the

previously stated dimensions could create certain bias.
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Taking all these points into account, regression analyses were run and the
results are depicted in Table 35 and Table 36.

As seen in Table 35, the first model regressing only the control variables
against the dependent variable is found to be nonsignificant indicating that the model
is fully controlled (R* = 0.029; AF.52) = 0.524). In the second step, Upstream FDI (p;
=0.337, p<0.01) enters the equation in a significant way and a significant increase is
obtained in the variance explained (AR* = 0.095; AF(1 51y = 5.530, p<0.05). Finally, in
the third model, when Competitive Advantage Dimensions are entered the equation,
Direct Cost Based CA (Bi = 0.344, p<0.05) and Indirect Cost Based CA (Bi = 0.271,
p<0.05) significantly enters the equation. Moreover, the variance explained for the
overall model also significantly increases with the inclusion of these variables in the
third model (AR* = 0.165; AF @447y =2.732, p<0.05). Also, the sole effect of Upstream
FDI is found to be nonsignificant in the third model, indicating that Direct Cost
Based CA and Indirect Cost Based CA strongly mediates the relationship between
Upstream FDI and Export Performance.

As revealed with the results presented in Table 36, the first model is found to
be nonsignificant indicating that it is fully controlled (R* = 0.029; AF 3,52 = 0.524).
In the second step, Downstream FDI (B; = -0.336, p<0.01) enters the equation in a
significant but negative way and a significant increase is obtained in the variance
explained (AR? = 0.095; AF 51y =5.522, p<0.01). Finally, in the third model, when
Competitive Advantage Dimensions are entered the equation, Direct Cost Based CA
(Bi = 0.343, p<0.05) and Indirect Cost Based CA (Bi = 0.271, p<0.05) significantly
enter the equation. Also, the variance explained for the overall model significantly
increases with the inclusion of the variables in the third model (AR® = 0.166; AF 447,

= 2.738, p<0.05). Finally, as effect of Downstream FDI is found to be
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Table 35. Regression Results for Upstream FDI and Export Performance®

Model 1 Model 2 Model 3
Regression Standard Std. Regression Standard Std. Regression Standard Std.
Coefficient Error Coefficient | Coefficient Error Coefficient | Coefficient Error Coefficient
Control Variables
Firm Size 0.250 0.295 0.125 0.227 0.283 0.113 0.002 0.307 0.001
Sector 0.024 0.561 0.006 0.530 0.579 0.140 -0.270 0.606 -0.071
Firm Age 0.005 0.008 0.092 0.006 0.008 0.101 0.012 0.008 0.220
Independent Variable(s)
Dispersion of FDI Among Primary
Value Chain Activities
Upstream FDI 0.022 0.009 0.337* 0.014 0.009 0.215
Type of Competitive Advantage
Image and Operations
Differentiation -0.446 0.266 -0.258
Product and Service Differentiation -0.040 0.390 -0.021
Direct Cost Based CA 0.629 0.372 0.344%*
Indirect Cost Based CA 0.462 0.266 0.271*
Adjusted R Square -0.027 0.056 0.169
R Square 0.029 0.124 0.290
A in R Square 0.029 0.095 0.165
F for A in R Square 0.524 5.530* 2.732%*
F for ANOVA 0.524 1.810 2.394%*
*p<0.05
**pc0.01

* Provided in the Table are the results of three sequential regression runs. Model 1 regresses Export Performance against the control variables only, and the following models
include Upstream FDI, and Type of Competitive Advantage Dimensions sequentially in an hierarchical sense.
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Table 36. Regression Results for Downstream FDI and Export Performance®

Model 1 Model 2 Model 3
Regression Standard Std. Regression Standard Std. Regression Standard Std.
Coefficient Error Coefficient | Coefficient Error Coefficient | Coefficient Error Coefficient

Control Variables

Firm Size 0.250 0.295 0.125 0.221 0.283 0.111 -0.003 0.307 -0.001
Sector 0.024 0.531 0.006 0.529 0.579 0.139 -0.271 0.605 -0.071
Firm Age 0.005 0.008 0.092 0.006 0.008 0.105 0.012 0.008 0.223
Independent Variable(s)

Dispersion of FDI Among Primary

Value Chain Activities

Downstream FDI -0.022 0.009 -0.336* -0.014 0.009 -0.216
Type of Competitive Advantage

Image and Operations

Differentiation -0.014 0.009 -0.216
Product and Service Differentiation -0.039 0.390 -0.021
Direct Cost Based CA 0.629 0.372 0.343*
Indirect Cost Based CA 0.463 0.266 0.271*
Adjusted R Square -0.027 0.055 0.169

R Square 0.029 0.124 0.290

A in R Square 0.029 0.095 0.166

F for A in R Square 0.524 5.522%* 2.738%*
F for ANOVA 0.524 1.808 2.396*

*p<0.05

**pc0.01

* Provided in the Table are the results of three sequential regression runs. Model 1 regresses Export Performance against the control variables only, and the following models
include Downstream FDI, and Type of Competitive Advantage Dimensions sequentially in a hierarchical sense.
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nonsignificant in the third model, it can be concluded that, Direct Cost Based CA and
Indirect Cost Based CA strongly mediates the relationship between Downstream FDI
and Export Performance.

Following additional multiple regression analyses, t-tests and MANOV A
were carried on to unveil any further possible relationships between variables that
might stem from certain firm characteristics. These relationships are thought to
provide a supporting framework for interpretation of results, and thus should not be
omitted for the sake of a comprehensive discussion.

First analysis attempts to explore whether there is a difference between
regional headquarters and local subsidiaries in terms of their export performance. As
a result of t-tests, it is found that there is a significant difference between regional
headquarters and local subsidiaries in terms of their export performance (t s;= 2.246,
p<0.05). The mean values indicate that regional headquarters has a significantly
better export performance (mean value = 5.00) than those firms operating as a local
subsidiary (mean value = 4.18).

Following this, analyses were conducted to compare the ratio of Upstream
FDI and Downstream FDI between manufacturing and service firms. As expected, a
significant difference exists between manufacturing and service firms in terms of the
investments they make in each type of value chain activity group. To state more
specifically, it was found that, manufacturing firms invested a significantly higher
amount (mean value = 51.53 %) in Upstream Activities when compared to service
firms (mean value = 22.00 %) (to3 = 5.211, p<0.01). On the other hand, service firms
invested a significantly higher amount (mean value = 77.88 %) in Downstream
Activities when compared to manufacturing firms (mean value = 48.56 %) (to3 =

-5.179, p<0.01).
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Moreover, analyses were carried out to see whether amount of investments
made in both upstream and downstream categories differ from each other in terms of
size, and whether there are any significant interaction effects between size and
sector. In view of the nature of the dependent and independent variables in this
relation, the most appropriate technique to employ in the analysis turned out to be
MANOVA. Before moving on with the interpretation of findings, it should be noted
that, assumptions of MANOV A have only been partially met. Although Box’s M
(1.281) has a non-significant value and thus indicates the homogeneity of variance —
covariance matrices at the 0.05 level (Hair et al., 2010), the univariate tests (Levene
statistic) are found to be significant for both dependent variables — upstream FDI and
downstream FDI - and thus assumption of homoscedasticity has been partially met.
With this constraint in mind, basing on the results of both multivariate and univariate
(between-subject effects) tests, it can be mentioned that no significant interaction
effects between size and sector and main size effects existed, while significant effects
prevailed in terms of sector. In other words, it was found that, amounts of upstream
and downstream investments significantly differ only in terms of sector in the same
direction with the previously stated t-test findings.

A final MANOV A was run to see whether the effects of operational setting
create any significant difference in terms of Across Density and Within Density
scores of the participating firms. Some information was provided regarding the
operational setting of the firms in the study; however, these contained only certain
frequencies. A possible effect of operational setting on WD and AD might create
bias in further comments of research findings; thus, controlling for such an effect via
statistical methods is considered to be especially important for providing a robust

framework. Normally, more than five independent variables are not recommended
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for MANOVA as it may hinder the ability to see interaction effects (Hair et al.,
2010); nonetheless, here, as it is not the primary aim of this test to see the interaction
effects between operational areas, six regions — Europe, North America, South
America, Asia-Pacific, Middle East and Africa — were all included in the analysis as
the independent variables.

As a result of the analyses conducted, Box’s M (13.777) has a nonsignificant
value and thus indicates the homogeneity of variance — covariance matrices at the
0.05 level (Hair et al., 2010). The univariate tests (Levene statistic) are also
nonsignificant for both dependent variables and thus assumption of homoscedasticity
has been fully met. Basing on further results, it is revealed that no significant
differences exist among the effects of operational settings in terms of AD and WD
ratings of the participating firms. This finding is important in that it provides a
statistical support for further interpretation of multiple regression results regarding
the effects of AD and WD on the relationships depicted in the research model.

Summary of all the results on hypotheses testing are given in Table 37.
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Table 37. Summary of Hypotheses Testing

Hypothesis 1a

Firms with higher levels of FDI in upstream activities will gain
competitiveness through exploiting cost leadership advantages,
which in turn is expected to cause an increase in the overall
performance of the firm.

NS

Hypothesis 1b

Firms with higher levels of FDI in downstream activities will
gain competitiveness through exploiting differentiation
advantages, which in turn is expected to cause an increase in the
overall performance of the firm.

Hypothesis 2a

The relationship between “upstream — focused — FDI” and “cost
leadership based CA” will be moderated by “degree of global
coordination/integration” in a positive way such that higher
degrees of global coordination/integration will increase the
strength of the relationship between “upstream — focused — FDI”
and “cost leadership based CA”.

PS

Hypothesis 2b

The relationship between “downstream — focused — FDI”” and
“differentiation based CA” will be moderated by “degree of
global coordination/integration” in a negative way such that
higher degrees of global coordination/integration will decrease
the strength of the relationship between “downstream — focused —
FDI” and “differentiation based CA”.

PS

Hypothesis 3a

The relationship between “upstream — focused — FDI” and “cost
leadership based CA” will be moderated by “degree of AD” in a
positive way such that higher degrees of AD will increase the
strength of the relationship between “upstream — focused — FDI”
and “cost leadership based CA”.

NS

Hypothesis 3b

The relationship between “downstream — focused — FDI”” and
“differentiation based CA” will be moderated by “degree of AD”
in a negative way such that higher degrees of AD will decrease
the strength of the relationship between “upstream — focused —
FDI” and “differentiation based CA”.

PS

Hypothesis 4a

The relationship between “upstream — focused — FDI” and “cost
leadership based CA” will be moderated by “degree of WD” in a
negative way such that higher degrees of WD will decrease the
strength of the relationship between “upstream — focused — FDI”
and “cost leadership based CA”.

NS

Hypothesis 4b

The relationship between “downstream — focused — FDI”” and
“differentiation based CA” will be moderated by “degree of WD”
in a positive way such that higher degrees of WD will increase
the strength of the relationship between “downstream — focused —
FDI” and “differentiation based CA”.

Hypothesis 5a

“Degree of subsidiary autonomy” will moderate the relationship
between “upstream — focused — FDI” and “cost leadership based
CA” in a negative way such that higher degrees of subsidiary
autonomy will decrease the strength of the relationship between
“upstream — focused — FDI”” and “cost leadership based CA”.

NS

Hypothesis 5b

“Degree of subsidiary autonomy” will moderate the relationship
between “downstream — focused — FDI”” and “differentiation
based CA” in a positive way such that higher degrees of
subsidiary autonomy will increase the strength of relationship
between “downstream — focused — FDI” and “differentiation
based CA”.

NS
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' “Degree of subsidiary autonomy” is expected to be negatively S
Hypothesis 6 | related to “degree of global coordination/integration”.
) “Degree of WD” is expected to be negatively related to “degree | NS
Hypothesis 7 | of global coordination/integration”.
“Degree of AD” is expected to be positively related to “degree of | NS

Hypothesis 8

global coordination/integration”.
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CHAPTER 5

DISCUSSION AND CONCLUSION

The previously stated findings will be summarized and further discussed in this
section. Moreover, certain theoretical and practical implications and related further
research recommendations will be presented along with limitations of the present

study.

Summary and Discussion of Findings

This study has developed a theoretical framework to understand the antecedents and
outcomes regarding the relationships between foreign direct investment made in
upstream and downstream value chain activities, type of competitive advantage
pursued, and firm performance, with a set of proposed moderating variables.

Throughout the first series of analyses aiming to explore the relationship of
independent variables with firm performance dimensions, no support was found for
the mediating role of Cost Leadership Based Competitive Advantage (CA)
dimensions in the relationship between upstream focused FDI and firm performance.
Therefore, H1a is not supported.

In a second series, analyses were carried out to explore the relationship
between foreign direct investment (FDI) made in downstream value chain activities,

type of competitive advantage pursued and firm performance dimensions, and results
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provide a full support for H1b by indicating the significant mediation role of
Differentiation Based CA both in terms of Image and Operations Differentiation and
Product and Service Differentiation. However, it should be noted here that these two
dimensions act as mediators in the relationship between Upstream FDI and Firm
Performance, as well; and thus, an unexpected mediation role of Differentiation
Based CA was put forth. As a matter of fact, this finding complies with Kogut’s
(1984, 1985) previously stated view pointing out that marketing may be highly
differentiated by country and market segment, but the firm may still exploit upstream
competitive advantages by linking shared resources across product lines and
countries. More specifically, according to Kogut (1984, 1985) through international
marketing (and related functions), a firm can differentiate products/services (by using
marketing tools and by adapting itself to country specific characteristics if necessary)
in a way that make it possible to exploit shared resources across product lines and
countries. Findings regarding Hla and H1b falls in the same line with this notion and
provides support that source of differentiation may come from upstream or
downstream activities in the value chain. Here the critical aspect is the role of
marketing activities in either case, as differentiation requires the ability to offer and
communicate buyers something attractive and different from competitors. However,
investing in marketing and related activities should not be considered to be mutually
exclusive with investing in production and related activities. Rather, as supported by
the findings, they mostly complement each other in a way that improves firm
performance. As also suggested by Birkinshaw et al. (2005), the broader the value
added scope of a firm, the better the performance of that firm, as it enhances the

capabilities of the firm to combine and exploit different sources of competitive
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advantages. What is further suggested by the findings of this study is the prominent
role of “differentiation” based competitive advantages in this relationship.

However, above stated interpretations should be treated cautiously as the
mediation effects are not found to be so strong during the analyses. A possible reason
for this is the nature of the scale used to measure type of competitive advantage.
Questions were asked to respondents to reveal the importance their firm attributed to
each item belonging to either type of competitive advantage. Thus, while
hypothesizing the relationships between type of investment and firm performance, an
underlying assumption regarding the existence of a direct effect of competitive
advantage on firm performance was made. But, as mentioned by Hamel and Prahalad
(1994), a firm may have a strategic intent, however, to stretch and leverage this intent
requires some additional capabilities as anticipating competitor intentions and
evolving customer needs and directing the right resources towards the desired
competitive edge, all of which bases on a strong strategic architecture. Thus, to
assume that pursued competitive advantage is directly transformed into improved
performance can be misleading as it lacks certain variables that affect the stretching
and leveraging capabilities of the firm.

As mentioned in the previous section, analyses were also conducted to see if
there are any significant relationships between study variables when export
performance of firm is treated as the dependent variable. Results unveiled that both
Direct Cost Based CA and Indirect Cost Based CA mediates the relationship between
Upstream FDI and Downstream FDI with firm’s export performance. In other words,
it was found that, to improve their export performance, foreign direct investing firms
should create Cost Based CA. Here, this finding should be interpreted in relation

with Hla. As indicated previously, H1a stating that “Firms with higher levels of FDI
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in upstream activities will gain competitiveness through exploiting cost leadership
advantages, which in turn is expected to cause an increase in the overall performance
of the firm” was not supported. However, when firm performance is evaluated only
in terms of export performance, support is found for the mediating role of Cost
Leadership Based CA. A possible explanation to this finding may be related to the
direct effects of FDI on MNEs’ host country export performance. As indicated by
Zhang and Song (2000), export activities of foreign affiliates are mostly improved
due to their developed technology based processing systems of raw materials,
experience and use of worldwide network in terms of design, packaging and
distribution, and finally due to the chance of vertically integrating globally dispersed
local firms within their network in a way to process components and finish assembly.
All these points listed are, in a large sense, related to creation of Cost Based CAs
either through developed process engineering mechanisms or through taking
advantage of scale economies. When thought in relation to the findings regarding
H1a, the motive behind making FDI might pose a justification, in this regard. In a
study conducted by Fung et al. (2008), it was found that, foreign direct investing
firms with the advantages of cost leadership have higher export intensity, while
foreign firms with differentiation advantages are less likely to export. This finding
was mainly explained by the case of some MNESs being “market seekers”, who
mainly aim to be local players for local sales resulting in them to stay intraregional,
while others being “resource-seekers”, who take advantage of the resources of the
country they invested in and see it as exporting platforms for their global networks.
In a parallel vein, findings imply that majority of foreign firms that have direct

investments in upstream activities in Turkey are resource seekers and mainly cost
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oriented. However further research should be conducted to unveil the relation
between FDI and export performance for market seekers, as well.

Apart from firm performance, type of competitive advantage pursued by the
firm was also treated as the dependent variable throughout the analyses to explore
related research hypotheses.

Analyses pertaining to the role of Degree of Global Integration in the
relationship between FDI made and type of competitive advantage pursued
uncovered certain expected effects, as well as unexpected ones.

Unification of Task Environment (UTE) is found to be positively moderating
the relationship between Upstream FDI and Direct Cost Based CA, only. As there is
no support for the moderating role of Integration of Corporate Network (ICN)
dimension, H2a is partially supported. When the related items used to measure each
variable are taken into account, the positive impact of UTE on the capacity of
Upstream FDI in creating Direct Cost Based CA becomes understandable. When a
firm invests in activities such as inbound logistics and operations, it means that this
investment is channeled to processes related to obtaining raw materials, parts
components, etc. from suppliers, along with production, assembly, and other
manufacturing operations. Accordingly, Direct Cost Based CA items tell us that the
firm finds it important to provide operating efficiency, raw material cost control and
product/service cost reduction for creating competitive advantage. It is obvious that,
when the firm works with the same suppliers, competes with the same firms, serves
and produces same or similar customers all over the world, it would be easier to
manage costs through scale economies provided by established standardized

processes and related systems throughout the globe.
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In terms of FDI made in downstream activities, Unification of Task
Environment (UTE) is found to negatively moderate its relationship with Product and
Service Differentiation Based CA, which is an expected outcome. However, no
support has been provided for its effect in the relationship with Image and Operations
Differentiation Based CA. Besides, unexpectedly; Integration of Corporate Network
(ICN) 1s found to be positively moderating the relationship between Downstream
FDI and Product and Service Differentiation Based CA. All in all, findings only
partially support H2b. Actually, when the nature of ICN as a variable is considered, it
is seen that it includes managing service/product development and distribution
internationally, and transfer of technology and all kinds of intangible assets (e.g.
skills) within the international network. Such activities and assets are of critical
importance while enhancing the features of products/services as well as developing
new ones; and this aspect might contribute to differentiating product and/or services
of a company. Moreover, this finding supports the previously mentioned notion of
Kogut (1984, 1985) and Chakravarthy and Perlmutter (1985) pointing out that
differentiation is a rather different concept than adaptation, and therefore it does not
necessarily require a loosely coupled network structure. The findings of the study, in
this regard, moreover pointed out that a high degree of integration in terms of service
and product development, transfer of technology and intangible assets (e.g. skills)
may even enhance the capacity of investments made in downstream advantages to
create differentiation based CA.

An important aspect of this research is its attempt to explore certain dynamics
related to Across Density (AD) and Within Density (WD) concepts of Ghoshal and

Bartlett (1990) and their relation to study variables.
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In this vein, contrary to expectations, it was found that AD negatively
moderates the relationship between Upstream FDI and Direct Cost Based CA.
Interestingly, results reveal the role of AD as a negative moderator in the relationship
between Downstream FDI and Direct Cost Based CA, as well. Also, the results
provided no other support for the positive moderating role of AD in the relationship
between Upstream FDI and Indirect Cost Based CA. Therefore, no support has been
found for H3a. At this point, it should be taken into account that, in this study, AD
was measured with a single-item scale adopted from the conceptual work of Ghoshal
and Bartlett (1990). Specifically, the respondents were asked to indicate the degree to
which the actions and decisions of certain stakeholder groups (suppliers, customers,
competitors, government, NGOs etc.) of their company in Turkey impacted and are
being impacted from the actions and decisions of their counterparts in other host
countries. Such an embedded network was expected to have a significant positive
affect in a way to strengthen the relationship between FDI made in upstream
activities which are mostly “decoupled” by their very nature, and Cost Leadership
Based CA which is mostly based on exploiting scale advantages of a standardized
and integrated network. However, the negative role of AD as a moderator pointed out
that this concept implies something different from the embeddedness of the network.
It has been rather anticipated by the respondents as emphasizing the external factors
that are beyond the control of the firm which mostly constraint the capacity of the
firm to create competitive advantage as a result of the investments it makes.

In terms of its role in the relationship between Downstream FDI and
Differentiation Based CA, AD was found to be negatively moderating the
relationship, which is complementary with research expectations. However, as a

negative-moderator, AD found statistical support for only the relationship of
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Downstream FDI with Product and Service Differentiation Based CA; and thus
provided partial support for H3b. This finding indicating a partial support for H3b
should be thought in relation to the previous explanation regarding H3a. The role of
AD as a negative moderator in the relationship stated in H3b might stem from the
same understanding about the AD variable in this study, and in this sense emphasize
the constraining effects of the international level forces on the firm’s ability to turn
its investments into the desired competitive advantages. Stakeholder Theory of
Freeman (1984) posits that stakeholder approach is about groups and individuals who
can affect the organization, and about managerial behaviour that emerges as a
response to those groups and individuals. When such forces intensely affect the firms
and investments, firms will have to design their strategies and acts by taking all these
elements into consideration and rather than a maximizing solution they will have to
agree on an optimizing solution that will satisfy the expectations of all the
stakeholders in their network, while hindering their exploitation of the capacity to
turn their investments into the desired levels of competitiveness.

The other network determinant, WD, was expected to negatively moderate
the relationship between Upstream FDI and Cost Leadership Based CA; and to
positively moderate the relationship between Downstream FDI and Differentiation
Based CA. However, the results indicate that, WD positively moderates all of the
above mentioned relationships; and thus provides no support for H4a while providing
a full support for H4b. Moreover, although there are no related hypotheses, WD has
been found to positively moderate the relationship between Downstream FDI and
Direct Cost Based CA and between Upstream FDI and both Image and Operations
Differentiation Based CA and Product and Service Differentiation Based CA. This

finding is especially important as it points out the vital role played by factors existing
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in the local set of MNE subsidiaries operating in Turkey. These findings also comply
with Porter’s Diamond Framework (Porter, 1990). In his seminal work, Porter (1990)
describes four major forces — namely; firm strategy, structure and rivalry; demand
conditions; related and supporting industries; factor conditions — that affect the
competitiveness of an industry and the firms operating in it at the national level.
Later, Rugman and Verbeke (1993) extended Porter’s framework by suggesting that,
the attributes mentioned by Porter (1990) should be evaluated not only in terms of
national level, but also in terms of five different levels; local, regional, national,
foreign, and global. They specifically conclude that; it is a synergistic combination
and a mutual reinforcement among national and international factors leading to
success while still certain tensions may arise as a result of the simultaneous
responses given to factors at different geographical levels.

Basing on research findings, it can be concluded that; national level forces in
Turkey have a more positive impact in this regard, while the international level
relations between firm stakeholders have significant negative effects on the
competitiveness of foreign affiliates. However, here it should also be taken into
consideration that, in this study, along with the exchange ties among local
stakeholder groups, WD included items regarding the range and number of activities
carried out in Turkey and the level of investments made in local customers and
suppliers which are related to the attributes of Porter’s diamond in large sense.
Accordingly, it can be seen from the findings that, when the range and number of
activities carried out by the foreign affiliate in the host country is high and when
investments are made in local suppliers and customers, this along with it brings a

network of exchange ties among the local stakeholder groups in favor of the
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subsidiary’s capacity for converting the investments made into the desired
competitive advantages.

Most unexpected results have been provided in terms of the expected role of
Degree of Subsidiary Autonomy. It was hypothesized that, Degree of Subsidiary
Autonomy would be a negative moderator in the relationship between Upstream FDI
and Cost Leadership based CA; while it was expected to be a positive moderator in
the relationship between Downstream FDI and Differentiation Based CA. However,
according to the results, neither H5a nor H5b was statistically supported.

This finding may be due to the misconceptualization of this variable in the research
model. To state more specifically, instead of being a direct moderator in the
relationship between FDI made and type of competitive advantage pursued, degree
of subsidiary autonomy should probably be treated as a sub-dimension of other
research variables, most possibly of Degree of Global Coordination/Integration as
indicated by correlation results.

Finally, the values in the correlation table have been taken into account to see
whether or not any support for the remaining research hypotheses prevails.

As there is a significant negative correlation between Degree of Subsidiary
Autonomy and Degree of Coordination/Integration, H6 which states that “degree of
subsidiary autonomy is expected to be negatively related to degree of global
coordination/integration” is fully supported. Moving from the fact that every
overseas subsidiary faces a “one-of-a-kind mix of pressures from customers,
headquarters, host governments, workers, and civil society” (Cohen, 2007, p.14), the
strength of its established network with the business community and governmental
agencies and the required responsiveness to these is expected to be varied among

subsidiaries (Luo, 2001). As the complexity of the local environment in which the
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subsidiary operates increases, they will be expected to have a high degree of
autonomy as they will acquire more information regarding the forces in this unique
environment, when compared to headquarter (Nohria & Ghoshal, 1994).

Regarding H7, no significant negative correlation was found between WD
and Degree of Global Coordination/Integration, and therefore no support was
provided. In a way, this finding complements the findings of Andersson et al. (2002)
stating that a positive and significant relationship exists between subsidiary’s
technical embeddedness in its local network, which is highly dependent on
subsidiary’s business embeddedness in its local network; and the subsidiary’s
importance for other MNE units’ competence development. Following the same line,
Tallman (2002) asserts that making use of the decoupled competencies and assets as
leverage for the MNE is only possible through maintaining a certain level of
integration among the markets, and thus through upholding “exploitative learning”.
Further support for this notion comes from Ghemawat (2008), who emphasizes the
importance of anticipating the complementary nature of a variety of intra-firm and
inter-firm coordination mechanisms while designing international strategies. This
finding emphasizes that it would be misleading to think of WD as a negative
correlate of Degree of Global Coordination / Integration, as it will be controversial to
the thesis that the evolution of the MNE is an aggregation of the unique
competencies developed by subsidiaries in their own operational sets (Bartlett &
Ghoshal, 2002; Garcia-Pont et.al., 2009).

Finally, there was no support for H8 which expected a positive correlation
between AD and Degree of Global Coordination/Integration. As mentioned before,
AD referred to the impact and interrelatedness of external environmental forces in

the whole network. Thus, it is an unexpected finding to find no support for HS, as the
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interrelatedness of the stakeholder groups in a network-wide manner is expected to
create a need towards a more integrated structure of actions, especially in terms of
task environment, to deal with these forces. However, when thought in relation to
previous explanations about the possible alternative conceptualization of AD as a
total impact of external international level factors that are beyond the control of the
subsidiary, it will be pretentious to make normative judgments about the degree of
integration and coordination in the total MNE network, with the available data
regarding AD.

Among the post hoc analyses findings, the results indicating that subsidiaries
which act as regional headquarters have a significantly better export performance
when compared to the export performance of local subsidiaries especially deserves
attention, as it supports the critical role played by regional headquarters in the total
MNE network. There are central hubs which are described as critical nodes in the
organizational network (Bartlett & Ghoshal, 2003, Ghoshal & Bartlett, 1990;
Prahalad & Doz, 1987; Mintzberg & Van Der Heyden, 1999), and regional
headquarters are such hubs for the international company, which serve as a center for
many functions, explicitly one of which is to serve as an exporting platform to other
regions. In World Investment Reports of UNCTAD, this situation is mainly
explained by the positive impact of the unique situation of regional headquarters in
terms of procurement, shared services and R&D on their export performance (WIR,
2002).

As a final note, the findings stating that there are no significant differences
among the effects of operational settings (regions in which the firms are operating all
over the world) on AD and WD ratings of the participating MNEs are helpful in

validating a robust objective framework. Such a finding provides support for the
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existence of a non-biased context in terms of further comments made regarding

network effects.

Limitations and Suggestions for Future Research

This work has some limitations that allow the researcher to suggest lines for future
research. Most of these limitations come from the necessity of providing a holistic
view of the total MNE network, which is considered to be prerequisite in a study
attempting to investigate FDI patterns, network dynamics and other related strategic
variables.

First of all, there exist certain potential items that are not included in the study
as they are not considered to be directly related to the primary research objectives.
Among these, items regarding export performance are especially important as they
may provide a more robust and comprehensive interpretation of the relationships
stated in the study, as well as unveiling certain other findings. Questions regarding
the ratio of export revenue over total revenues will be an important indicator as it
will provide a view about the importance of exports for the firm. Similarly,
dispersion of export volumes among the total MNE network in terms of operational
settings will provide an important tool for the researcher to make valuable
comparisons that will contribute to reveal the impact of certain regional factors.

In a similar manner, numbers regarding the dispersion of value chain
investments and sales / services volumes in those regions should be obtained and
evaluated in a comparative manner to make conclusions about the priorities of the
regions in the MNE network. This kind of data will be used to provide a deeper

understanding of network structure by preparing the way to investigate foreign direct
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investment patterns in terms of “dispersal” and “specialization” of activities as
suggested by Ghoshal and Bartlett (1990).

Finally, although other studies in literature have confirmed the importance of
the degree of competition among the subsidiaries of an MNE to attract investments
(Birkinshaw et al., 2005), such a variable was not included in the research model as it
wouldn’t be possible to obtain healthy information in this regard. However, future
research should incorporate this variable, as it is obviously important in deriving
conclusions about the level of investments made in a certain subsidiary.

When considered altogether, it can be concluded that, major limitations of the
study are due to the fact that, only the subsidiaries were included in the study due to
certain time and cost limitations. However, to make robust and more comprehensive
conclusions about the dynamics of the whole MNE network, certain questions
regarding study variables should also be asked to managers from corporate
headquarters as well, in order to cross-validate the results.

In terms of methodological limitations, multicollinearity and problems of
normality are the most prominent ones. As stated in the previous sections,
multicollinearity was attempted to be handled by including each independent
variable into the analyses separately. As a result, while it was reduced to a certain
degree, it could not be totally removed.

Similarly, certain transformations were carried out to fix the encountered
normality problems; however, they were not totally recovered and thus should be

noted as a methodological limitation of the study.
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Conclusions and Implications

Conducting an integrative research that covers issues from management and
international business literature has certain challenges, especially in terms of being
limited by the initially stated research objectives. In this regard, this study limited
itself with the aim of revealing the role of two main types of competitive advantage -
Cost Leadership and Differentiation — in the relationships between the amount of
foreign direct investment made in primary value chain activities and firm
performance. Along with this main relation, effects of certain moderating variables
related to network dynamics have also been explored throughout the study.

Despite its limitations, this paper also makes valuable contributions to
literature with its important theoretical and practical implications. First of all,
although not hypothesized, the study revealed certain findings in terms of export
performance. These findings are especially important as there is a very limited body
of research that links FDI and export performance of the affiliate in the host country
(Zhang & Song, 2000; Zhang & Markusen, 1999). By providing some general
theoretical prospects, the study also reveals certain practical implications in this
sense. For example, the importance of creating Cost Leadership Based Competitive
Advantage in improving export performance is an important indicator for strategists.
Accordingly, attention should be paid to the important role of cost based competitive
advantage as a mean for MNEs to improve their export performance. As indicated by
UNCTAD, instead of longer term, value-adding objectives, MNEs may choose to
invest in host country mainly to benefit from dynamic comparative advantages and to
solve efficiency related problems. In such a case, cost considerations become much

more prominent for the firm than to create value for the host economy by developing
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labour skills, or by introducing more complex technologies (WIR, 2002). This study
also draws attention to the fact that to improve their export performances, MNEs
with investments in upstream activities mainly pursue cost leadership based CA,
which is a situation that might hinder the potential of Turkey in terms of benefiting
from FDI in the long term.

Moreover, by including the concepts of Across Density (AD) and Within
Density (WD), and by putting forth significant findings pointing out their effects on
direct investments, competitive advantage, and firm performance; empirical support
is provided for the importance of the notion viewing the organization structure of
MNE as a network consisting of the relations both between and within the
operational sets of subsidiaries and the headquarter. Inclusion of AD and WD in the
research model and attempting to measure them empirically brings new insights into
the current body of research in this field, as these variables have not been empirically
investigated in relation to other network dynamics and competitive advantage up to
date. This study thus contributes to the literature by redressing this void.

Finally, the present study confirms the premise that investments made in
upstream and downstream activities in the value chain require certain different
structural and strategic implications. This insight is of particular importance as a
possible misfit between these dynamics may endanger both the survival of the
subsidiary itself and the performance of the overall MNE.

All in all, this study should not be considered as a reductive attempt to
explain all possible relationships between the variables in the research model. Rather,
the findings of this study will hopefully provide researchers and practitioners an
insight to revisit the phenomenon and bring new perspectives to the fields of

international business and management.
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APPENDICES

Appendix A. Qualitative Study Interview Questions for Experts

Interview Questions in Turkish:

1. Cok uluslu sirketlerin kiiresel 6rgiit yapisi iginde yer alan diger birimlere ve
bu birimlerin paydaslarma olan bagimlilig1 hangi 6l¢iitler baglaminda
degerlendirilebilir?

2. Cok uluslu sirketlerin faaliyet gosterdikleri yerel ¢evre icindeki paydas
gruplarma olan bagimlilik derecesini hangi faktorler baglamida
degerlendirebiliriz?

3. Cok uluslu sirketlerin yerel birimlerinin, ana merkeze (headquarter)
bagimlilik derecesini hangi 6l¢iitler baglaminda degerlendirirsiniz?

4. Tirkiye’ye gelen ¢ok uluslu sirketlerin yaptiklar1 DY'Y sonucu rekabet
avantaji yaratip yaratmadiklarini hangi performans 6lciitlerini dikkate alarak
degerlendirebiliriz?

5. Cok uluslu bir sirketin genel stratejisini “global strateji” olarak ya da “cok
uluslu strateji” olarak tanimlarken hangi faktorleri dikkate alirsiniz?

6. Bolgesel iis olarak faaliyet gosteren sirketler, stratejiler ve kaynak dagilimi

baglaminda siradan bir deniz asir1 subeye gore ne gibi farklar gostermektedir?
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Interview Questions in English:

1. Which criteria are important in the evaluation of the degree of dependency
between the units and their stakeholders that exist in the multinational
corporate network?

2. Which factors can be used to evaluate the degree of dependency between
multinational enterprises and their stakeholders in the local environment in
which they operate?

3. Which factors can be used to evaluate the degree of dependency between the
corporate headquarter and the local affiliate?

4. By which performance measures can we evaluate whether multinational
enterprises that make foreign direct investment in Turkey succeed in creating
competitive advantage or not?

5. Which factors are taken into consideration while defining the general strategy
of the multinational enterprise as “global” or “multidomestic™?

6. In what ways do regional headquarters differ from those firms that operate as

local subsidiaries, especially in terms of strategies and resource distribution?
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Appendix B. Qualitative Study Interview Questions for Managers

Interview Questions in Turkish:

1. Sirketinizin kiiresel orgiit yapisi icinde yer alan diger birimlere, diger
iilkelerdeki subelere ve onlari paydas gruplarina olan bagimliligi ve bu
birimlerle olan iliskileri hangi diizeydedir? Bu bagimlilik ve iliskiler hangi
Olciitler baglaminda sekillenmektedir?

2. Sirketinizin faaliyet gosterdigi yerel ¢evre icindeki aktorlere ve paydas
gruplarma olan bagimliligi ne diizeydedir? Bu bagimlilik hangi 6l¢iitler
baglaminda sekillenmektedir?

3. Sirketinizin, ana merkeze (headquarter) bagimlilik derecesini hangi dlciitler
baglaminda degerlendirirsiniz?

4. Tirkiye’de gerceklestirdiginiz dogrudan yabanci yatirimlarin rekabet avantaji
yaratip yaratmadigini hangi performans 6lgiitleri baglaminda
degerlendiriyorsunuz?

5. Genel sirket stratejinizi global strateji olarak mi1 tanimlarsiniz, cok uluslu
strateji olarak mi1? Hangi faktorlere dayanarak bu tanimlamay1 yapiyorsunuz?

6. Sirketinizin bolgesel iis olma 6zelligi var m1? Varsa, sirketiniz bu
ozelliginden dolayi, stratejiler ve kaynak dagilimi1 baglaminda siradan bir

deniz asir1 subeye gore ne gibi farklar gostermektedir?
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Interview Questions in English:

1. What is the level of dependency between the units and their stakeholders in
your firm’s international network? Which criteria are important in defining
and determining such dependency?

2. What is the level of dependency between the firm you work in and its
stakeholders in its local environment in Turkey? Which criteria are important
in defining and determining such dependency?

3. Which factors can be used while evaluating the degree of dependency of the
subsidiary you work in to the corporate headquarter?

4. By which performance measures can you evaluate whether the firm you work
in succeeds in creating competitive advantage as a result of the foreign direct
investment made in Turkey or not?

5. Do you define the general strategy of your firm as a global or multidomestic
one? Which factors do you take into consideration while making this
definition?

6. Is your company a regional headquarter or a local subsidiary? If it is a
regional headquarter, how does it differ in terms of strategies and resource

distribution when compared to a local subsidiary?

127



*Cok uluslu sirketlerin
kiiresel orgiit yapisi
icinde yer alan diger
birimlere ve bu
birimlerin paydaslarina
olan bagimlilig1 hangi
oOlgiitler baglaminda
degerlendirilebilir?®

** Sirketinizin kiiresel
orgiit yapisi i¢inde yer
alan diger birimlere,
diger iilkelerdeki
subelere ve onlarin
paydas gruplarina olan
bagimliligi ve bu
birimlerle olan iligkileri
hangi diizeydedir? Bu
bagimlilik ve iligkiler
hangi olgiitler
baglaminda
sekillenmektedir?

*Cok uluslu sirketlerin
faaliyet gosterdikleri
yerel ¢cevre igindeki
paydas gruplarina olan
bagimlilik derecesini
hangi faktorler
baglaminda
degerlendirebiliriz?

**Sirketinizin faaliyet
gosterdigi yerel gevre
icindeki aktorlere ve
paydas gruplarina olan
bagimliligi ne
diizeydedir? Bu
bagimlilik hangi
oOlgiitler baglaminda
sekillenmektedir?

*Cok uluslu sirketlerin
yerel birimlerinin, ana
merkeze (headquarter)
bagimlilik derecesini
hangi olgiitler
baglaminda
degerlendirirsiniz?

**Sirketinizin, ana
merkeze (headquarter)
bagimlilik derecesini
hangi olgiitler
baglaminda
degerlendirirsiniz?

*Tiirkiye’ye gelen ¢ok

uluslu sirketlerin yaptiklar

DYY sonucu rekabet
avantaji yaratip
yaratmadiklarmi hangi
performans Olgiitlerini
dikkate alarak
degerlendirebiliriz?

**Tlrkiye’de
gerceklestirdiginiz
dogrudan yabanci
yatirimlarin rekabet
avantaji yaratip
yaratmadigini hangi
performans oOlgiitleri
baglaminda
degerlendiriyorsunuz?

*Cok uluslu bir
sirketin genel
stratejisini “global
strateji” olarak ya da
“cok uluslu strateji”
olarak tammlarken
hangi faktorleri
dikkate alirsiniz?

** Genel sirket
stratejinizi global
strateji olarak m1
tanimlarsiniz, gok
uluslu strateji olarak
mi1? Hangi faktorlere
dayanarak bu
tanimlamay1
yaptyorsunuz?

*Bolgesel iis olarak
faaliyet gosteren
sirketler, stratejiler
ve kaynak dagilimi
baglaminda siradan
bir deniz asir1
subeye gore ne gibi
farklar
gostermektedir?

**Sirketinizin
bolgesel iis olma
ozelligi var mi?
Varsa, sirketiniz bu
ozelliginden dolay,
stratejiler ve kaynak
dagilimi
baglaminda siradan
bir deniz asir1
subeye gore ne gibi
farklar
gostermektedir?

SMATAIUT SuLIn( uoye ], SAON D XIANAddV

* * Expert interview questions
** Manager interview questions
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1 “Siyasi otorite 6nemli bir

(U)* | etkendir.”
“Birlikte ¢alistiklar1
tedarikgiler, vs. tim

ayni m1?”

STK, denetim sirketleri,

subeler i¢in farkli mu,

“Kamu ile olan iligkiler
ne kadar o bolgeye
ozgii?”

“O bolgenin kiiltiirii ne
kadar farkl1?”

“Yatirim kararlarinda
ne kadar bagimh
olduklar1 6nemlidir.”

“QGtlinliik icraatlar
bazinda mu, genel
stratejiler baglaminda
mi1 bagimli olduklarina
bakilmalidir.”

“Yoneticinin girketin
genelinde ne kadar
kredibilitesi oldugu
onemli. Ne kadar
taninan, giivenilen bir
yonetici ise o kadar
Ozgiir olacaktir.”

“Sektordeki ana
oyuncudan/rakibinden
aldig1 pay baglaminda
degerlendirilebilir.”

“Ihracat performans: da
onemlidir.”

“Faaliyet gosterilen
tilkedeki yerel
rakiplerin giicii o
firmay1 strateji
degistirmeye zorluyor
mu?”

“Sektoriin o tilkedeki
giicii fazla ise, o
tilkeye gore
sekillenmis ise adapte
etmek gerekir.”

“Diger tilke
paydaslarini da
diistiniiyor.”

“HQ’1n kiigiik bir
yansimasi gibi.”

“Ar-Ge yatirimlari,
siradan bir deniz
asir1 subeye gore
daha fazladir.”

“Beyaz yakah
isgiicli istihdami
artar.”

* (U): Uzman (Expert)
(Y): Yonetici (Manager)
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L)

“Faaliyet gosterdigi
tilkelerdeki pazar
yapilarmin benzerlik

gosterip gostermedigine
dikkat edilmelidir.”

“Tilim aktiviteleri burada
mi gergeklestiriyor,
yoksa daginik mi?”

“Farkl1 aktiviteler farkli
tilkelerde ise entegre bir
yap1 olmak zorundadir.”

“Ortak varsa, ortakligin
yapisina bagli olabilir.”

“Ulkenin genel yapisal
ozelliklerine, 6rnegin
cesitli faktorler
agisindan risk
derecesine baghdir.”

“Hem tiretim hem
pazarlama, hem de
diger faaliyetler tek bir
tilkede toplanmissa, o
tilkedeki paydaslar cok
daha fazla 6nem
kazanir.”

“Kritik pozisyondaki
yoneticilerin kimligi
(milliyeti) 6nemli bir
gostergedir.”

“Hedefine ne kadar
ulastig1 onemlidir.”

“Finans gostergeleri
disindaki dlgiitlere de
bakmak gerekir.”

“Global strateji
uyguluyorsa biitiin
subelerin benimsedigi
bir stratejidir.”

“Cok uluslu strateji
kiiltiir ailelerine gore
farkli
yapilandiriliyor.”

“Bolgesel
dinamikler
(ekonomik/siyasi)
Oonem kazanir.”

“Hem ana
merkezden, hem de
diger subelerden
bilgi akis1 artar.”
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L)

“Fonksiyonel stratejilerin
ne kadar standart
olduguna bakilmali.”

“Rekabet derecesi
onemlidir. Sektor ayni
olsa da diger ¢evre
kosullari o iilkeye 6zgii
olabilir.”

“Yerel ortak varsa ne
kadar giiglii oldugu
onemlidir. Giicii
oraninda karar almada
ve iligkilerde s6z
hakkina sahip
olacaktir.”

“Sermaye olarak
bagimliliklarma
bakilmalidir.”

“Yerel ortak varsa
buradaki iligkileri ve
replitasyonu
onemlidir.”

“O piyasada yerel
bilgi ne kadar dnemli?
Eger ¢ok 6nemli ise
buradaki sube ana
merkeze gore bilgi
acisindan daha giiclii

bir konumda olacaktir.

Daha fazla 6zgiirlik
verilecektir.”

“Sektoriin o tilkedeki
giicli ne diizeydedir?
Cok giiclii ise merkez,
subenin bilgisine
ihtiya¢ duyacaktir.”

“Hedefler, 6nce yerel
sube tarafindan mu,
merkez tarafindan m
belirleniyor?”

“Karlilik 6nemli.”

“0 piyasada edindigi
deneyimi diger iilkelerde,
bolgelerde kullanabiliyor
mu?”

“Yerel deneyimin global
konum tizerindeki etkisini
Olgmeye yonelik Olgiitlere
mutlaka bakilmali.”

“Yonetim tecriibesi
kazanmig olmak ve bunu
diger iilkelere transfer
edebilmek de dnemli.”

“Adaptasyonlar
taktiksel diizeyde mi,
stratejik diizeyde mi
sorusuna
odaklanilmali.”

“Operasyonel
hedeflerden ¢ok,
stratejik hedeflere
kaynak aktarimi
yapilir.”

“HQ’a benzer bir
yapt olusur.”

“Kontrol ve
koordinasyon
fonksiyonlari
agirhik kazanir.”
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(Y)

“Hem strateji belirleme,
hem de biit¢ce anlaminda
yiiksek diizeyde
bagimlidir.”

“Devlete bagimlilig
sektdrel nedenlerden
dolay1 en tist
diizeydedir.”

“Hammadde
tireticilerine ve rakip
firmalara da yiiksek
diizeyde bagimlidir.”

“Biitcesel ve stratejik
kararlar bakimindan
100% bagli.”

“Maliyet anlaminda
dogrudan yatirim
yapilmasi daha fazla
karlilik getirmekte olup
finansal 6lgiitler
baglaminda
degerlendirilebilir.”

“Yerli iireticiden tedarik
edilen hammaddeler ve
yerli is giicii ise devlet
nezdinde art1 deger
katmakta ve bu tarz
sirketler ile devlet
arasindaki iliskiyi
kuvvetlendirmektedir.”

“Global markalar i¢in
global strateji s6z
konusu iken, farkli
pazarlardaki lokal
markalar i¢in ¢ok
uluslu strateji
tanimlamalari
uygundur.”

“Hayr.”
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(Y)

“Sirket vizyonu ve
calisanlarm ortak
kostuklar1 hedef tepe
yonetim tarafindan
belirlenip faaliyetler tiim
tilkelerde bu dogrultuda
gercgeklestiriliyor.”

“Rakipler global
platformda rekabet edilen
firmalar oldugundan
benchmark vb. faaliyetler
ttim iilkelerin ortak
olarak yararlanabilecegi
bilgiler igermekte.
Paylagim ve bagimlilik
yliksek”

“Ozellikle satis ve
pazarlamanin ve destek
departmanlarin
faaliyetlerine
bakildiginda i¢inde
bulunulan pazar
kosullar1 ve paydaslar
on plana ¢ikmaktadir.”

“Ornegin bir sosyal
sorumluluk projesi
kapsaminda yurtdiginda
kutup ayilarmi kurtarin
mesaj1 kullamlirken, bu
mesaj Tiirkiye’de daha
yesil bir doga ve
cocuklara daha yesil bir
gelecek birakma
olabilir.”

“Bagimlilik, firmanin
satis hedefleri, biiyiime
potansiyeli, ana iilke
kategorisinde bulunup
bulunmamas1 gibi
Olgiitlere gore
sekillenmekte.”

“Ana merkez ana gemi
gibi yonlendirmekte,
filodaki diger gemiler
(diger iilkelerde
faaliyette bulunan
istirakler) bu
gercevede
ilerlemekte.”

“Tiirkiye pazarma giristeki
hedeflerimizi ne derece
gerceklestirebildigimizi
degerlendirmeye yonelik
olgiitler kullaniriz.”

“Global. Sirketimizin
faaliyette bulundugu
sektorlerde
rakiplerimiz diinyanin
her yerinde ayni
global girketler. Bu
nedenle merkezi
yonetim agisindan da
genel gecerliligi olan
stratejiler
belirlenmekte ve
izlenmekte.”

“EMEA olarak
nitelendirilen (East,
Middle East and
Africa) bolgede
faaliyette bulunuyor
ve bolgesel iis
olarak
degerlendiriliyor.”

“Faaliyette
bulundugu bolge,
potansiyel bliylime
bakimindan
degerlendirildiginde
en giiclii
pazarlardan biri.”
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(Y)

“Finansal stratejiler ve
yonetim siirecleri
bazinda bagimliyiz.”

“Tedarik zinciri
icindeki iliskiler bu
noktada onem tasir”

“Sektorel tesvikler ve
kanunlar dolayisiyla
yerel iligkiler siklikla
yeniden
diizenlenmektir.”

“Performans
kontrolleri bakimindan
ne kadar bagh oldugu
Onemlidir”

“Biitce kararlarinda
genellikle 6zgiirlik
azdir”

“Finansal olgekler ve
personel kalitesindeki
artis”

“Yerel rakiplerin ve
tiriinlerin rekabet
giicli onemli bir
etkendir”

“Global stratejiye
sagladig katki
artar”

“Ar-Ge alaninda
yarattigi katma
deger daha fazladir”
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(Y)

“Hiikiimetin birtakim
yatirimlarda Tiirkiye’ye
0zgii yaptirimlar
istemesi o lilkedeki
paydaslara olan
bagimlilig: arttiriyor.”

“Yerel iligkilerimiz
kuvvetli, ve bu nedenle
tedarik¢i ve miisteri
gelistirmeye kaynak
ayirtyoruz.”

“Degerlendirmede,
yatirim kararlar1 ve
iiretim kararlar1 temel
alinabilir.”

“Personel
politikasinda ne kadar
bagimli oldugumuz da
bunun énemli bir
gostergesidir.”

“Satislarin beklentileri ne
kadar karsiladig1 6nemli.”

“Tiirkiye’deki
kaynaklardan global
konumunu gii¢lendirecek
sekilde, yeterince etkin bir
sekilde yararlanabiliyor
mu?”

“Hem global, hem
cok uluslu bir strateji
izliyoruz.”

“Hem global hem de
yerel rakiplerimizin
olmasi bu duruma yol
agtyor.”

“Evet. Diger
subeler i¢in kaynak
ve bilgi dagitim
merkezi konumuna
geliyor.”

“Gerek iiretim
aktivitelerine
gerekse diger
aktivitelere yapilan
yatirimlar artiyor.”
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(Y)

“Ortak standartlara
dayanan bir kontrol ve
denetim sistemi olmasi
bakimindan bagimlilik
yiiksektir.”

“Miisteri ihtiyaglar
bakimindan yerel
aktorlere 6nem veririz.”

“Pazarlama ve IK gibi
stratejilerde ana
kararlar1 kimin
aldigina bakilabilir.”

“Uriin portfoyiinii
belirlerken ne kadar
ozgiir olunduguna
bakilabilir.”

“Pazar pay1 artig orant”
“Karhlik oranlar1”

“Biiylime ylizdesi”

“Global. Tiim
diinyada benzer
tiriinler iretiyoruz ve
benzer pazarlama
yontemleri
kullanmyoruz.”

“Hayr.”
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APPENDIX D. Final Version of the Questionnaire (in Turkish)

Degerli Yonetici,

Cok uluslu isletmeler (CUI) tarafindan gergeklestirilen dogrudan yabanci yatirimlar,
kiiresellesmenin etkisiyle, 6zellikle 1980 sonrasi donemde 6nem kazanmis ve uluslararasi
isletmecilik alaninda dikkatle takip edilmesi gereken bir olgu haline gelmistir. Uluslararasi
pazarlardaki diisiik isgiicii iicretlerinden yararlanmak, iiretimde kullanilan hammaddelere ve
hedef miisteri kitlesine yakin olmak, o bolgedeki entelektiiel ve/veya kiiltiirel birikimden
yararlanmak gibi nedenlerle, ¢cok uluslu isletmeler dogrudan yabanci yatirim yapmay1 tercih
etmekte; ve bu baglamda, ya kendi tesislerini yabanci bir iilkede kendileri kurmakta
(greenfield investment), ya da bagka bir isletmenin varliklarmi veya hisselerini
devralmaktadirlar (acquisition).

Yabanci1 bir iilkeye en yogun bigimde niifuz edilmesi anlamina gelen dogrudan yabanci
yatirimlar, ¢ok uluslu isletmelerin uyguladiklari uluslararasi stratejiler kapsaminda elde
ettikleri rekabet avantajlarini ve yarattiklar: degeri anlayabilmek i¢in 6nemli bir gergeve
olusturmaktadir.

Bu bilgiler kapsaminda degerlendirilmesi gereken ekteki anket, Bogazici Universitesi
Isletme Béliimii Yénetim ve Organizasyon Doktora Programi’nda hazirlanan, “Cok Uluslu
Isletmelerin Aktivitelerinin Dogrudan Yabanci Yatirim Hareketleri Yoluyla Analizi: Deger
Zinciri Temelli Bir Yaklasim” isimli tez ¢caligmasi kapsaminda olusturulmustur. Anket, Cok
Uluslu Isletmeler’in Tiirkiye’de yaptiklari dogrudan yabanci yatirimlarin ve ilgili
degiskenlerin, s6z konusu isletmelerin Tiirkiye’de faaliyet gosteren yoneticileri ile
gOriigiilmesi yoluyla arastirilmasini esas almaktadir. Elde edilen bilgiler, yalnizca bilimsel
amaglar i¢in kullanilacak ve kesinlikle gizli tutulacaktir. Talebiniz {izerine, tez ¢aligmasinin
sonuglarini igeren bir 6zet, tarafiniza iletilecektir.

Katkilariniz igin tesekkiir eder, saygilar sunariz.

Tez Danigsmana:
Pmar BUYUKBALCI Prof. Dr. Giiven ALPAY
Bogazici Universitesi
Isletme — Yonetim ve Organizasyon Doktora Programi
pbillur@gmail.com
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Soru 1.
Sirketinizin unvani:

Soru 2.
Sirketinizin Tiirkiye pazarina giris yili:

Soru 3.
Sirketiniz hangi sanayi dalinda faaliyet gostermektedir?

Gida Uriinleri, Icecek ve Tiitiin Imalat1

Tekstil Uriinleri Imalati

Kimyasal Madde ve Uriinlerin Imalat:

Makine ve Teghizat Imalat:

Elektrikli Optik Aletler imalati

Motorlu Kara Tasit;, Romork ve Yari-Rémork Imalati

Elektrik, Gaz ve Su

Insaat

Toptan ve Perakende Ticaret

Oteller ve Lokantalar

Ulastirma, Haberlesme ve Depolama Hizmetleri

Mali Araci Kuruluslari Faaliyetleri

Gayrimenkul Kiralama ve Is Faaliyetleri

Saglik Isleri ve Sosyal Hizmetler

Diger Toplumsal, Sosyal ve Kisisel Hizmet Faaliyetleri

Tarim, Avcilik ve Ormancilik

Balik¢ilik

Madencilik ve Tasocakgiligi

Diger (Belirtiniz)

Soru 4.
Sirketinizdeki ¢alisan sayisi:

Soru 5.
Sirketinizin (subenizin, temsilcilik ofisinizin) bagli bulundugu ana sirket hangi tilkede
yerlesiktir?

Soru 6.
Cografi faaliyet alan1 bakimindan sirketinizi nasil tanimlarsiniz?

Bolgesel iis olarak

Yerel merkez olarak

Soru 7.
Sirketiniz “Bélgesel Us” olarak tanimlantyorsa, hangi iilkelerin kontrol bolgenizde yer
aldigini belirtebilir misiniz?
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Soru 8.

Asagidaki tabloda bir isletmedeki baslica deger zinciri aktiviteleri yer almaktadir. 100 puani,
sirketinizin Tiirkiye’de bu aktivitelere yaptigr dogrudan yabanci yatirimin, sirketinizin
Tirkiye’de yaptigr toplam dogrudan yabanci yatirim igindeki agirligini yansitacak sekilde
dagitabilir misiniz?

Deger Zinciri Aktivitesi Kapsam Puan

Ige Déniik Lojistik Girdilerin alinmasi, depolanmasi, ve dagitinu
sonucunda {irtine/hizmete doniistiiriilmesi ile
ilgili olan hammadde alimi, depolama, envanter
kontrolil, transportasyon takvimlemesi ve
tedarikgilere iadeler gibi aktiviteler.

Uretim Girdilerin nihai tiriin/hizmet formuna
doniistlriilmesi ile ilgili aktiviteler (liretim,
montaj, ambalajlama, techizat bakimu, ilgili tesis
kurulum ve bakimlari, kalite kontrolleri, ¢cevre
koruma faaliyetleri)

Disa Doniik Lojistik Uriiniin/hizmetin alicilara fiziksel olarak
dagitimu ile ilgili aktiviteler (nihai iiriin
depolama, siparis alim islemleri, siparis
gonderim iglemleri)

Pazarlama ve Satig Alicilarin Uriinii/hizmeti almalarini tegvik
etmeye ve alacaklari bir ortam yaratmaya
yonelik aktiviteler (satig ekibinin olusturulmasi,
reklam ve tamitim, pazar arastirmasi ve
pazarlama planlamasi, fiyatlama, dagitim
kanallar ile ilgili tiim aktiviteler)

Servis Uriin/hizmetin degerini arttirmaya yonelik
aktiviteler (satis sonrasi hizmetler/miisteri
iligkileri, montaj, bakim/tamir, yedek parga
hizmetleri, iiriin ayarlamalari, vb.)

TOPLAM 100
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Soru 9.

Liitfen sirket stratejilerinizin uygulanmasi konusunda agagidaki ifadelere ne derece
katildiginizi belirtiniz.

Kesinlikle
Katilmiyorum

Katilmiyorum

Kismen
Katilmiyorum

Kismen
Katiliyorum

Katiliyorum

Kesinlikle
Katiliyorum

Hammadde
tedarikinden
nihai
triiniin/hizmetin
dagitimina
kadar tim
tretim/hizmet
dongiisii ile
ilgili eylemler
uluslararasi
diizeyde kontrol
edilmektedir.

Yetenekler ve
teknoloji gibi
tasinmaz
varliklarin orgiit
i¢i transferi ile
ilgili eylemler
uluslararasi
diizeyde kontrol
edilmektedir.

Bagh
bulundugumuz
Cok Uluslu
Isletme (CUI),
tiim 6nemli
pazarlarda ayni
kiiresel rakipler
ile rekabet
etmektedir.

Temel sirket
stratejilerinin
farkl kiiltiir
gruplarma
adapte edilme
gerekliligi
vardir.

Bagh
bulundugumuz
CUlI’nin faaliyet
gosterdigi tim
iilkelerde pazar
kosullar1
birbirine
benzemektedir.

Bagh
bulundugumuz
CUI tiim
diinyada ayni
tedarikgilerle
caligsmaktadir.
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Kesinlikle
Katilmiyorum

Katilmiyorum

Katilmiyorum

Kismen

Kismen
Katiliyorum

Katiliyorum

Kesinlikle
Katiliyorum

Bagh
bulundugumuz
CUI tiim
diinyada
ayni/benzer
yapiya/taleplere
sahip
miisterilerle
calismaktadir.

Bagh
bulundugumuz
CUI, belli
hizmetlerin dis
kaynaklardan
tedariki i¢in tiim
diinyada ayn1
firmalar1
kullanmaktadir.

Sirketimizin
Tirkiye’deki
yerel
rakiplerinin
giicli gok
fazladir.

Soru 10.

Liitfen sirketinizle ilgili asagidaki ifadelere ne derece katildiginizi belirtiniz.

Kesinlikle
Katilmiyorum

Katilmiyorum

Kismen
Katilmiyorum

Kismen
Katiliyorum

Kesinlikle
Katiliyorum

Katiliyorum

Sirketimizde
gergeklestirilen
teknolojik
yenilikler, bagl
bulundugumuz
CUI’nin diger
subelerine de kisa
siire i¢inde
aktarilmakta ve
boylece,
gergeklestirilen
yeniligin, tim CUI
aginda
kullanilmast
saglanmaktadir.
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Kesinlikle
Katilmiyorum

Katilmiyorum

Kismen
Katilmiyorum

Kismen
Katiliyorum

Katiliyorum

Kesinlikle
Katiliyorum

Sirketimizin gesitli
paydas gruplarmin
(tedarikgiler,
miigteriler,
hiikiimet, STK lar,
vb.) Tiirkiye’deki
aktiviteleri ve
aldiklar1 kararlar,
diger iilkelerdeki
ayn1 paydas
gruplarmin
aktivitelerini ve
aldiklar1 kararlari
etkilemektedir.

Sirketimizin yerel
paydag gruplarmin
(yerel tedarikgiler,
miigteriler,
bankalar, vb.)
birbirleri ile
iliskileri gok
giiclidiir.

Tirkiye’de
gergeklestirdigimiz
aktivitelerin
gesitliligi ve sayist
oldukea fazladir.

Sirketimiz, yerel
tedarikgilerinin ve
miisterilerinin
gelisimi igin
biiyiik yatirimlar
yapmaktadir.

Sirketimiz,
Tiirkiye nin yerel
pazari ile ilgili
kritik sektorel
bilgilere sahiptir
ve bu bilgiler
sirketimizin baglh
bulundugu
CUI’nin kiiresel
performansini
onemli Ol¢iide
etkilemektedir.
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Soru 11.

Liitfen sirketinizin asagida belirtilen konular ile ilgili karar alma siirecinde uluslararasi
merkeze bagimlilik diizeyini dikkate alarak, asagidaki ifadelere ne derece katildiginizi

belirtiniz.
Kesinlikle Katilmiyorum Kismen Kismen Katiliyorum | Kesinlikle
Katilmiyorum Katilmiyorum | Katilyyorum Katiliyorum
Sirketimiz,
irlin/hizmet
gaminin

belirlenmesi ile
ilgili kararlarda
uluslararasi
merkeze
bagimlidir.

Sirketimiz, satis
promosyonlari,
reklam ve
halkla iligkiler
gibi tutundurma
faaliyetleri
konusunda
alman
kararlarda
uluslararasi
merkeze
bagimlidir.

Sirketimiz, Ar-
Ge ¢aligsmalar1
ile ilgili
kararlarda
uluslararasi
merkeze
bagimlidir.

Sirketimiz,
tretim/hizmet
kapasitesinin
belirlenmesi ile
ilgili kararlarda
uluslararasi
merkeze
bagimlidir.

Sirketimiz,
iretim/hizmet
teknolojisindeki
degisiklikler ile
ilgili kararlarda
uluslararasi
merkeze
bagimlidir.

Sirketimiz,
biitce
olusturulmasi
ile ilgili
kararlarda
uluslararasi
merkeze
bagimlidir.
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Kesinlikle Katilmiyorum Kismen Kismen Katiliyorum | Kesinlikle
Katilmiyorum Katilmiyorum | Katilyyorum Katiliyorum
Sirketimiz,
sirket i¢i bilgi
akismin

yonetilmesi ile
ilgili kararlarda
uluslararasi
merkeze
bagimlidir.

Sirketimiz,
giinliik rutin
aktivitelerin
yiriitiilmesi ile
ilgili kararlarda
uluslararasi
merkeze
bagimlidir.

Sirketimiz,
insan
kaynaklar1
politikasimin
belirlenmesi ve
uygulanmasi ile
ilgili kararlarda
uluslararasi
merkeze
bagimlidir.

Soru 12.

Liitfen asagidaki eylemlerin sirketinizin rekabet giiclinii ne diizeyde etkiledigini belirtiniz.

Hi¢
Etkilememektedir

Cok Az
Etkilemektedir

Biraz

Etkilemektedir

Oldukg¢a
Etkilemektedir

Cok Tamamen
Etkilemekte | Etkilemektedir
dir

Uriinlere/Hizmetlere
¢esitli farklilastirict

ozellikler eklemek

Ustiin iiriin/hizmet
kalitesi yaratmak

Yiksek diizeyde
iiretim/hizmet
verimliligi/maliyet
kontrolii saglamak

Ustiin
miigteri/tiiketici
hizmeti saglamak

Yeni tiriin/hizmet
gelistirmek

Hammadde
maliyetinin ve
tedarikinin
kontroliinii
saglamak

144




Hi¢
Etkilememektedir

Cok Az
Etkilemektedir

Biraz
Etkilemektedir

Olduk¢a
Etkilemektedir

Cok
Etkilemekte
dir

Tamamen
Etkilemektedir

Dagitim
kanallarinda yiiksek
derecede hakimiyet
kurmak

Yiksek fiyat
segmentini
hedeflemek

Uretim/hizmet
stirecinde
iyilestirme ve
yenilikg¢ilik yapmak

Marka denkligi
yaratabilmek

Uriin/hizmet
maliyetinin
azaltilmasi

Rakiplerden diisiik
fiyat stratejisi
izlemek

Yiiksek nitelikte
teknik elemana
sahip olmak

Giglii bir marka
imajimin yaratilmasi

Yiksek reklam
harcamalar1
gergeklestirmek

Soru 13.

Liitfen, sirketinizin son 3 yildaki performansini endiistri ortalamasi ile karsilastirdiginizda,
asagidaki ifadelere ne derece katildiginmz1 belirtiniz.

Kesinlikle
Katilmiyorum

Katilmiyorum

Kismen
Katilmiyorum

Kismen
Katiliyorum

Katiliyorum

Kesinlikle
Katiliyorum

Pazara giriste
belirlenen hedeflere
biiyiik dlgiide
ulasilmistir.

Tirkiye’de, know-
how ve yonetim
alaninda kazanilan
deneyimler, bagh
bulundugumuz
CUI’nin ag1 iginde
yer alan diger
iilkelerdeki subelere
ve ev sahibi iilkeye
geri-transfer
edilmektedir.
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Kesinlikle
Katilmiyorum

Katilmiyorum

Kismen
Katilmiyorum

Kismen
Katiliyorum

Katiliyorum

Kesinlikle
Katiliyorum

Tiirkiye ekonomisi
i¢in yiiksek diizeyde
deger yaratimustir.

Sirketimiz,
Tiirkiye’de faaliyet
gosterdigi i¢in
sagladigi kaynaklart,
bagli bulundugu
CUI’nin kiiresel
rekabetgi
pozisyonunu
giiclendirecek
sekilde
degerlendirmektedir.

Sirketimizin ihracat
performansi,
Tiirkiye’ye yatirim
yaptigimizdan beri
yiikselen bir trend
izlemektedir.

Sirketimizin
pazardaki konumu,
Tiirkiye’ye yatirim
yaptigimizdan beri,
pazar pay1
bakimindan
giiclenmistir.

Sirketimizin karlilik
oranlar1 Tiirkiye’ye
yatirim
yaptigimizdan beri
iyilesmistir.

Sirketimizin
satis/hizmet
hacminde
Tiirkiye’ye yatirim
yaptigimizdan beri
biiyiime
saglanmustir.

Soru 14.

Yurt disinda fiilen ¢aligtiniz mi?

Evet

Hayir

Soru 15.

Sirketteki goreviniz?

Soru 16.

Kag yildir bu sirkette calistyorsunuz?
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Soru 17.
Cinsiyetiniz?

Kadin

Erkek

Soru 18.
Egitim Seviyeniz?

Tlkokul

Ortaokul

Lise

Universite

Yiksek Lisans

Doktora

Zaman aywdiginiz icin tesekkiir ederiz.
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APPENDIX E. Final Version of the Questionnaire (in English)

Dear Manager,

Foreign direct investments made by multinational enterprises (MNEs) have gained
importance as a result of the effects of globalization, especially during post — 1980 period,
and become a phenomenon that should be closely investigated in the field of international
business. MNEs prefer to make foreign direct investments mainly to take advantage of
relatively low labor costs in international markets, to be close to sources of raw materials and
targeted customers, to benefit from different intellectual and/or cultural resources; and in this
context, choose either to make “greenfiled investments” or to acquire assets and shares of
other business enterprises in different regions of the world.

Foreign direct investments, which represent the ultimate form of penetration into a foreign
country, constitute an important framework to understand and interpret the nature of
competitive advantages and the value gained and created by the MNEs as a result of their
international strategies.

With these facts in mind, the questionnaire enclosed is constructed as a part of the PhD thesis
named “Analyzing Activities of Multinational Enterprises Through Foreign Direct
Investment Patterns: A Value Chain Based Perspective”, that is being studied in Bogazici
University Management Department. The questionnaire aims to investigate foreign direct
investment patterns of MNEs in Turkey and certain related variables through contacting with
managers of these firms. Obtained data will only be used for academic purposes and will
absolutely be concealed. A summary including the results of the study will be sent to you on
request.

We sincerely thank you for your cooperation.

Pmar BUYUKBALCI Giiven ALPAY, PhD.
Bogazi¢i University Thesis Advisor
Management and Organization PhD Student

pbillur@gmail.com
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Question 1.
Name of your company:

Question 2.
Year of establishment of your company in Turkey:

Question 3.
In which industry does your company operate?

Manufacture of Food Products, Beverages and Tobacco

Manufacture of textiles

Manufacture of Chemicals and Chemical Products

Manufacture of Machinery and Equipment

Manufacture of Electrical — Optical Products

Manufacture of Motor Vehicles, Trailers and Semi-Trailers

Electricity, Gas and Water Supply

Construction

Wholesale and Retail Trade

Hotels ad Restaurants

Transport, Storage and Communications

Financial Intermediation

Real Estate, Renting and Business Activities

Health, and Social Work

Other Community, Social and Personal Service Activities

Agriculture, Hunting and Forestry

Fishing

Mining and Quarrying

Other (Please specify)

Question 4.
Number of employees in your company:

Question 5.

In which country is your company’s headquarters located?

Question 6.

How can you describe your company in terms of geographic operation area?

As a regional headquarter

As a local subsidiary

Question 7.

If your company is defined as a regional headquarter, please specify which countries are

included in the regional control field of your company.
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Question 8.

Primary Value Chain Activities can be seen in the below stated table. Can you

disperse the ratio of 100% among these activities in a way that reflects your

company’s FDI position in Turkey?

Value Chain Activity

Content

Ratio

Inbound Logistics

Activities, costs and assets associated with
obtaining fuel, energy, raw materials, parts
components, merchandise and consumable items
from vendors; receiving, storing, and
disseminating inputs from suppliers, inspection;
and inventory management.

Operations

Activities, costs and assets associated with
converting inputs into final product form
(production, assembly, packaging, equipment
maintenance, facilities, operations, quality
assurance, environmental protection).

Outbound Logistics

Activities, costs and assets dealing with
physically distributing the product to buyers
(finished goods warehousing, order processing,
order picking and packing, shipping, delivery
vehicle operations).

Marketing and Sales

Activities, costs and assets related to sales force
efforts, advertising and promotion, market
research and planning, and dealer/distributor
support.

Service

Activities, costs and assets associated with
purchasing and providing raw materials,
supplies, services and outsourcing necessary to
support the firm and its activities.
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Question 9.

Please indicate to what extent you agree with the following statements regarding
their influence in shaping the strategies of your company.

Strictly
Disagree

Disagree

Partially
Disagree

Partially
Agree

Agree

Strictly
Agree

All activities regarding the supply
of raw materials to the distribution
of finished product/services are
internationally controlled.

All activities regarding the
transfer of intangible assets (e.g.
skills, technology) within the
organization are internationally
controlled.

Our MNE competes with the same
global competitors in all key
markets in which it operates.

Primary corporate strategies
should be adapted to different
cultural clusters.

Market conditions are similar in
all host countries of our MNE.

Our MNE works with same
suppliers all over the world.

Our MNE works with
same/similar customers with
same/similar demands all over the
world.

Our MNE uses the same firms all
over the world to outsource
certain activities.

Our company has very strong
local competitors in Turkey.
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Question 10.
Please specify to what extent you agree with the following statements concerning
your company.

Strictly Disagree | Partially Partially Agree Strictly
Disagree Disagree Agree Agree

Technology development
carried in this subsidiary is
always transferred to other
group subsidiaries in a short
time period to make them
benefit from these
developments.

The actions and decisions of
certain stakeholder groups
(suppliers, customers,
competitors, government,
NGOs, etc.) of our company in
Turkey impact the actions and
decisions of their counterparts
in other host countries.

Exchange ties among the local
stakeholder groups of our
company (local suppliers,
customers, banks, etc.) are very
intense.

Range and number of activities
carried out by our company in
Turkey is very high.

Our company highly invests for
the development of its local
suppliers and customers in
Turkey.

Our company acquires critical
sectoral information regarding
the host country’s (Turkey)
local market and that
information deeply affects the
global performance of the
whole MNE.
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Question 11.

Please indicate to what extent you agree with the following statements regarding the
degree of autonomy your company has in terms of the decisions made in the
following categories.

Strictly Disagree | Partially Partially Agree | Strictly
Disagree Disagree Agree Agree

Our company is dependent on
international headquarter while
making decisions related to
determining the product/service
range.

Our company is dependent on
international headquarter while
making decisions related to
determining promotion activities
including sales promotion,
advertising and public relations.

Our company is dependent on
international headquarter while
making decisions related to R&D
activities.

Our company is dependent on
international headquarter while
making decisions related to setting
production/service capacity

Our company is dependent on
international headquarter while
making decisions related to
changes in manufacturing/service
technology.

Our company is dependent on the
international headquarter while
making decisions related to budget
formation.

Our company is dependent on
international headquarter while
making decisions related to
managing information flow within
the company.

Our company is dependent on
international headquarter while
making decisions related to
performing daily routine activities.

Our company is dependent on
international headquarter while
making decisions related to
determining and implementing
human resources policy.
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Question 12.
Please indicate how strongly each of the following activities affects your company’s
competitiveness.

Does not Slightly Affects Affects Affects a lot Totally
affect in affects a little | considerably affects
any way

Providing
product(s)/services with
many differentiating
features

Creating premium
product/service quality

Providing high operating
efficiency/cost control

Providing extensive
customer/consumer
service

New product/service
development

Managing raw materials
cost and availability

Having high influence
over distribution
channels

Targeting high-priced
segment(s)

Making improvements
and innovation in
manufacturing/service
processes

Building/maintaining
brand equity

Product/service cost
reduction

Pricing below
competitors

Having highly skilled
functional personnel.

Building/maintaining
brand reputation

Spending a high amount
of money on advertising
activities.
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Question 13.

Please indicate to what extent you agree with the following statements when you
compare the performance of your company with the industry average in the last three
years.

Strictly | Disagree | Partially | Partially Agree Strictly
Disagree Disagree Agree Agree

The objectives set while entering
the market has been largely
accomplished.

The experience gained in Turkey
in terms of know-how and
managerial experience is reverse
transferred to both home and other
countries within the network of
our MNE.

The value added by our company
to host country’s (Turkey’s) macro
and micro economic factors is
high.

Our company exploits the
resources it acquires by operating
in Turkey in a way to strengthen
the global competitive position of
the whole MNE.

Export performance of our
company shows an increasing
trend since we invested in Turkey.

Our company has improved its
market position in terms of market
share since we invested in Turkey.

Profitability ratios of our company
have improved since we invested
in Turkey.

Growth has been provided in
sales/service volume of our
company since we invested in
Turkey.
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Question 14.
Have you ever worked abroad?

Yes

No

Question 15.
Your position in the firm?

Question 16.
Since how many years have you been working in this company?

Question 17.
Your gender?

Female

Male

Question 18.
Your education level?

Primary School

Middle School

High School

College

Master’s Degree

PhD

Thank you for your time.

156



APPENDIX F. Reliability Values of the Study Variables

Cronbach’s
Alpha

Alpha
if item
deleted

Hotelling’s
T-squared
sign.

Degree of Global Integration

0.700

0.000

All activities regarding the supply of raw
materials to the distribution of finished
product/services are internationally

.| controlled.

0.635

All activities regarding the transfer of
intangible assets (e.g. skills, technology)
within the organization are internationally
controlled.

0.688

Our MNE competes with the same global
competitors in all key markets in which it
operates.

0.687

Primary corporate strategies should be
adapted to different cultural clusters.”

0.700

Market conditions are similar in all host

. | countries of our MNE.

0.698

Our MNE works with same suppliers all over
the world.

0.644

Our MNE works with same customers all
over the world.

0.653

Our MNE uses the same firms all over the
world to outsource certain activities.

0.642

Our company has very strong local
competitors in Turkey.”

0.729¢

10.

Technology development carried in this
subsidiary is always transferred to other group
subsidiaries in a short time period to make
them benefit from these developments.

0.680

Across Density

The actions and decisions of certain
stakeholder groups (suppliers, customers,
competitors, government, NGOs, etc.) of our
company in Turkey impact the actions of their
counterparts in other host countries.

N/A¢

Within Density

0.008

Exchange ties among the local stakeholder
groups of our company (local suppliers,
customers, banks, etc.) are very intense.

0.676°
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? Deleted at the end of the first run to reach the corresponding alpha level of 0.700.

® Deleted at the end of the second run to reach the corresponding alpha level of 0.729.
¢ Final Cronbach’s alpha value for Degree of Global Integration.

4 Cronbach’s Alpha has not been calculated as it is a single-item measure.
¢ As the increase in alpha level is not substantial and as there are only three items in the measure, this
item is not deleted.




Range and number of activities carried out by
our company in Turkey country is very high.

0.361

Our company highly invests in the
development of its local suppliers and
customers in Turkey.

0.475

Degree of Autonomy

0.835

0.000

Our company acquires critical sectoral
information regarding the host country’s
(Turkey) local market and that information
deeply affects the global performance of the
whole MNE. *

Our company is dependent on international
headquarter while making decisions related to
determining the product range.

0.807

Our company is dependent on international
headquarter while making decisions related to
determining promotion activities including
sales promotion, advertising and public
relations.

0.809

Our company is dependent on international
headquarter while making decisions related to
R&D activities.

0.816

Our company is dependent on international
headquarter while making decisions related to
setting production capacity.

0.801

Our company is dependent on international
headquarter while making decisions related to
changes in manufacturing technology.

0.805

Our company is dependent on international
headquarter while making decisions related to
budget formation.

0.822

Our company is dependent on international
headquarter while making decisions related to
managing information flow within the
company.

0.814

Our company is dependent on international
headquarter while making decisions related to
performing daily routine activities.

0.819

10.

Our company is dependent on international
headquarter while making decisions related to
determining and implementing human
resources policy.

0.816

Differentiation Based CA

0.794

0.000

Providing product(s)/services with many
differentiating features

0.776

Creating premium product/service quality

0.778

Providing extensive customer/consumer
service

0.774

? Deleted at the end of the first run to reach the corresponding alpha level of 0.877.
® Final Cronbach’s alpha value for Degree of Autonomy.
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New product/service development

0.775
Having high influence over distribution 0.767
channels ’
Targeting high-priced segment(s) 0.784
Building/maintaining brand equity 0.774
Building/maintaining brand reputation 0.774
Spending a high amount of money on 0.762
advertising activities. ’
Cost Based CA 0.741 0.000
Providing high operating efficiency/cost 0.690
control )
Managing raw materials cost and availability 0.693
Making improvements and innovation in 0.672
manufacturing/service processes '
Product/service cost reduction 0.627
Pricing below competitors 0.732
Having highly skilled functional personnel 0.730
Firm Performance 0.743 0.000

The objectives set while entering the market

. 0.716
has been largely accomplished.
The experience gained in Turkey in terms of
know-how and managerial experience is 0.727
reverse transferred to both home and other ’
countries within the network of our MNE.
The value added by our company to host
country’s (Turkey’s) macro and micro 0.708
economic factors is high.
Our company exploits the resources it
acquires by operating in Turkey in a way to 0.690
strengthen the global competitive position of ’
the whole MNE.
Export performance of our company shows an b
. ; . . ; a 0.773
increasing trend since we invested in Turkey.
Our company has improved its market
position in terms of market share since we 0.709
invested in Turkey.
Profitability ratios of our company have
. 4 . . 0.724
improved since we invested in Turkey.
Growth has been provided in sales/service
volume of our company since we invested in 0.680

Turkey.

? Deleted at the end of the first run to reach the corresponding alpha level of 0.773.

® Final Cronbach’s alpha value for Firm Performance.
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APPENDIX G. Summary Statistics of Items in Each Variable

Variables ?

N Min. | Max. | Mean SD
Amount of FDI in Primary Value Chain Activities
FDI in inbound logistics 95 0 90 | 1133 | 13.08
FDTin operations 95 | 0 | 100 |22.77 | 28.84
FDI outbound logistics 95 0 95 12.44 | 1438
FDI in marketing and sales 95 0 100 13391 | 2721
FDI in service activities 95 0 30 14.56 | 17.64
Degree of Global Coordination/Integration
All activities regarding the supply of raw materials to
the distribution of finished product/services are 95 1 6 421 | 1.56
internationally controlled.
All activities regarding the transfer of intangible assets
(e.g. skills, technology) within the organization are 95 1 6 437 | 1.29
internationally controlled.
Our MNE competes with the same global competitors
in all key markets in which it operates. 95 ! 6 441 | 1.27
Primary corporate strategies should be adapted to
different cultural clusters. (Reverse Coded — RC) 95 1 6 236 | 1.18
Market conditions are similar in all host countries of
our MNE. 95 1 6 2.71 | 141
Our MNE works with same suppliers all over the
world. 95 1 6 3.13 | 1.27
Our MNE works with same/similar customers with 95 1 6 366 | 141
same/similar demands all over the world.
Our MNE uses .the same firms all over the world to 95 1 6 361 1.42
outsource certain activities.
Our company has very strong local competitors in
Turkey. (RC) 95 1 6 332 | 1.50
Technology development carried in this subsidiary is
always transferred to other group subsidiaries in a short
time period to make them benefit from these 95 1 6 416 | 1.32

developments.

? The variables are measured on a 6-point scale where the maximum is 6 and the minimum is 1. For

the subscales, which contained “reverse coded items”, necessary recoding is made.
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Across Density

The actions and decisions of certain stakeholder groups
(suppliers, customers, competitors, government, NGOs,
etc.) of our company in Turkey impact the actions and
decisions of their counterparts in other host countries.

95

3.37

1.19

Within Density

Exchange ties among the local stakeholder groups of
our company (local suppliers, customers, banks, etc.)
are very intense.

95

4.09

1.24

Range and number of activities carried out by our
company in Turkey is very high.

95

4.39

1.28

Our company highly invests for the development of its
local suppliers and customers in Turkey.

95

4.05

1.31

Degree of Subsidiary Autonomy

Our company acquires critical sectoral information
regarding the host country’s (Turkey) local market and
that information deeply affects the global performance
of the whole MNE.

95

3.02

1.37

Our company is dependent on international headquarter
while making decisions related to determining the
product/service range. (RC)

95

2.29

1.27

Our company is dependent on international headquarter
while making decisions related to determining
promotion activities including sales promotion,
advertising and public relations. (RC)

95

2.96

1.32

Our company is dependent on international headquarter
while making decisions related to R&D activities. (RC)

95

2.36

1.25

Our company is dependent on international headquarter
while making decisions related to setting
production/service capacity. (RC)

95

2.49

1.36

Our company is dependent on international headquarter
while making decisions related to changes in
manufacturing/service technology. (RC)

95

2.31

1.22

Our company is dependent on the international
headquarter while making decisions related to budget
formation. (RC)

95

1.92

1.00

Our company is dependent on international headquarter
while making decisions related to managing
information flow within the company. (RC)

95

3.37

1.35

Our company is dependent on international headquarter
while making decisions related to performing daily
routine activities. (RC)

95

4.47

1.34

Our company is dependent on international headquarter
while making decisions related to determining and
implementing human resources policy. (RC)

95

2.96

1.45

Type of Competitive Advantage

Providing product(s)/service(s) with many
differentiating features

95

4.72

1.01
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Creating premium product/service quality

95 5.05 | 0.88
Providing high operating efficiency/cost control 95 48 | 093
Providing extensive customer/consumer service 95 495 | 0.89
New product/service development 95 463 | 124
Managing raw materials cost and availability 95 397 | 147
Having high influence over distribution channels 95 431 | 1.40
Targeting high-priced segment(s) 95 354 | 133
Making 1mprovemepts and innovation in 95 444 | 1.09
manufacturing/service processes
Building/maintaining brand equity 95 427 | 127
Product/service cost reduction 95 440 | 128
Pricing below competitors 95 388 | 144
Having highly skilled functional personnel 95 443 | 1.19
Building/maintaining brand reputation 95 515 | 1.05
Spending a high amount of money on advertising
activities 95 3.64 | 1.52
Firm Performance
The objectives set while entering the market has been 95 487 | 087
largely accomplished.
The experience gained in Turkey in terms of know-how
and managerial experience is reverse transferred to both 95 408 | 131
home and other countries within the network of our : :
MNE.
The value added by our company to host country’s
, . . oW 95 4.83 | 0.99
(Turkey’s) macro and micro economic factors is high.
Our company exploits the resources it acquires by
operating in Turkey in a way to strengthen the global 95 447 | 1.16
competitive position of the whole MNE.
Export performanpe of our company shows an 60 445 | 153
increasing trend since we invested in Turkey.
Our company has improved its market position in terms
. ) . 95 4.64 | 1.42
of market share since we invested in Turkey.
Proﬁtablhty ratios of our company have improved since 95 472 | 120
we invested in Turkey.
Growth has been provided in sales/service volume of 95 466 | 1.12

our company since we invested in Turkey.
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