
Similarly different: a comparison of HRM practices in MNE
subsidiaries and local firms in Turkey

Kamel Mellahia*, Mehmet Demirbagb, David G. Collingsc, Ekrem Tatoglud and

Mathew Hughese

aWarwick Business School, University of Warwick, Coventry, UK; bManagement School, University
of Sheffield, Sheffield, UK; cDCU Business School, Dublin City University Glasnevin, Dublin,
Ireland; dInternational Trade and Business, Faculty of Economics and Administrative Sciences,

Bahcesehir University, Istanbul, Turkey; eDurham University Business School, Durham University,
Durham, UK

This study provides some important insights on identifying the underlying
characteristics of HRM practices that are likely to be adapted to the local cultural
and institutional milieu by subsidiaries of multinational enterprises (MNEs). Further
insights are provided on the distinctive characteristics of HRM practices pursued by
local firms that are more likely to converge to the practices pursued by subsidiaries of
MNEs. Our findings support the idea that HRM practices that are easy to diffuse,
control and manage, and reflect a core organizational value will not be adapted to the
local context. Our results provide evidence of the emergence of an established set of
global best practices in MNEs. We also identify some instances where MNEs are
more likely to adapt their HRM practices to the local context. We posit that this is
more likely with regard to HRM practices that are difficult to diffuse, control and
manage, and require sensitivity to local institutional pressures.
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1. Introduction

The issue of how and why subsidiaries of multinational enterprises (MNEs) alter their

management practices in order to fit local contexts has been a vexing question which

IHRM scholars have wrestled with for more than three decades (Björkman and Lervik

2007). This paper contributes to this line of enquiry by comparing HRM practices of

subsidiaries of MNEs to those of local firms operating in Turkey in an attempt to

understand why certain HRM practices converge while other diverge. Specifically, we aim

to identify the factors that explain the similarities and differences in the relative use of

high-performance HRM practices (Huselid 1995) between subsidiaries of MNEs operating

in Turkey and local Turkish firms.

Over the past three decades, a number of studies have compared HRM practices of

subsidiaries of MNEs with those used by local firms. The results of these studies are not

consistent and are often difficult to interpret (Tregaskis and Brewster 2006). While a

number of studies comparing HRM practices of subsidiaries of MNEs with those of

indigenous firms found both similarities and differences (see, for example, Hamill’s

(1984) and Purcell, Marginson, Edwards and Sisson’s (1987) studies in the UK, Rodwell

and Teo’s (1999) and McGraw’s (2002) studies in Australia, Hiltrop’s (1999) study in

Belgium, Huang’s (2000) study in Taiwan), several studies did not reveal substantial
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differences (see, for example, Beaumont, Cressey and Jakobsen’s (1990) study of German

MNEs in the UK, Rosenzweig and Nohria’s (1994) study of MNEs’ affiliates in the USA

and Turner, D’Art and Gunnigle’s (2001) studies in Ireland). In addition to the

inconsistency of the results, the underlying reasons for such similarities and differences

are not fully understood (Geary and Roche 2001). For instance, Gunnigle, Murphy,

Cleveland, Heraty and Morley (2002) posit that the strength of the institutional context of

the host country determines the level of similarities and differences between subsidiaries

of MNEs and local firms. But such statements do not specify which practices are likely to

be influenced by the institutional context and which are not, nor do they explain why the

convergence is not apparent in each instance and nor do they explain what features are

exhibited by those HRM practices which are more likely to converge than diverge. Other

broad explanations for the convergence or divergence of HRM practices between MNEs’

affiliates and local firms lack specificity. Scholars using institutional theory, for example,

suggest that organizations are increasingly being driven by a ‘common logic of

industrialism’ or a common set of managerial requirements regardless of cultural

difference, which means that managerial practices are likely to become more homogenous

globally. Other scholars (see, for example, Pudelko and Harzing 2007) argue that the HRM

function is showing signs of converging on the US-dominant model regardless of context.

These arguments, while helpful, do not specify which – and why certain – HRM practices

are converging and others are not.

The above discussion therefore suggests that much more research is needed to

understand why HRM practices are more or less likely to be adapted to the local cultural

and institutional milieu by subsidiaries of MNEs. Moreover, a consideration of the

adaptation (or otherwise) of HRM practices pursued by local firms to converge with the

practices of subsidiaries of MNEs is also necessary, otherwise the treatment of why

convergence appears or does not appear to be happening in a county context is inadequate

and incomplete.

We submit that the notion that different HRM practices are subject to different forces

of convergence or divergence is not a new one (Rosenzweig and Nohria 1994; Sparrow,

Schuler and Jackson 1994; Ferner, Quintanilla and Varul 2001; Tregaskis and Brewster

2006; Almond 2011). However, in this paper, we seek to go a step further and group HRM

practices according to the forces that might determine the convergence (or divergence) of

the HRM practices of subsidiaries of MNEs and local firms. The contribution of the work

is centred on, first, understanding why certain HRM practices converge while others do not

(research question 1). The second, and interrelated, contribution is centred on

understanding why and which HRM practices are adapted to the new context by both

the MNE and domestic firms (research question 2). With respect to the first contribution,

we use an extension of institutional theory based on institutional dualism to argue that the

tandem pressures of the external institutional environment and the internal firm

institutional environment create competing pressures for the convergence and divergence

of HRM practices. The former is driven in part by the need to establish legitimacy in the

new context and to fit into the institutional framework of the country; but the latter is

driven by pressure from headquarters (HQs) to maintain established organizational

practices which are important to the firm. For the second contribution, we demonstrate that

these same pressures affect convergence by domestic firms towards international practice

so far as for MNEs to converge with local practice. In effect, convergence is occurring at

dual levels in that while MNEs maintain a divergence policy on practices pressured

primarily by internal institutional drivers, local firms converge towards these international

practices through external institutional pressures. In both instances, however, the
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malleability of HRM practices is central in determining which practices are adapted and

which are not because these characteristics change the priority attributed to internal versus

external institutional pressures.

We argue that two key factors determine whether MNEs alter their HRM practices to

local contexts: the relative ease of diffusing and managing a standard but internally

valued practice across borders (Björkman and Lervik 2007), and the strength of local

cultural and institutional imperatives (Gunnigle et al. 2002). It is widely reported that

MNEs use certain HR practices as critical mechanisms for coordinating and controlling

the activities of their subsidiaries (Bartlett and Ghoshal 1989; Teagarden and von

Glinow 1997; Björkman and Lervik 2007) and therefore are less likely to alter such

practices to fit the local context because of their importance to the organization. On the

other hand, local cultural and institutional imperatives have different bearing on

the decision to alter certain HRM practices over others (Björkman and Lervik 2007). For

subsidiaries of MNEs entering new markets, the need to establish legitimacy and adapt

to institutionally accepted practice creates an external driver that might overrule internal

pressures. For local firms operating in emerging economies such as Turkey (which forms

the context of the current study), while they seek to emulate subsidiaries of MNEs in

order to achieve higher business performance, they are not always able to do so (Cooke,

Wood, Psychogios and Szamosi 2011; Sahadev and Demirbag 2011). They may lack the

necessary resources and capabilities to implement certain practices such as extensive

training programmes.

We believe the contributions of this work are important to the convergence–

divergence debate. More than three decades of research into the convergence–divergence

debate has failed to lead to a unified understanding of why HRM practices are adapted or

not to a new country context. Björkman and Lervik (2007) argue that this is due in no small

part to the tendency for studies to ignore organizational pressures relative to external

institutional pressures. Further, MNEs are considered in isolation and generally not

compared to local firms in host economies. Unsurprisingly, these problems have led to

broad explanations for the convergence or divergence of HRM practices between MNEs’

affiliates and local firms to emerge – explanations that lack specificity. In assessing the

external and internal institutional pressures in conjunction with the characteristics of HRM

practices that render them more or less vulnerable to either form of pressure, we seek to

provide important information to support a growing shift towards more complete

treatments of the convergence–divergence problem – a problem relevant not only to

scholars seeking to explain the adoption of HRM practices but also to managers in

understanding how best to adapt to a different market context.

Before we move to theoretical framing and hypotheses development, it is important to

explain our choice of country context. We chose Turkey – the largest economy in the

south-eastern European region – for this study for a number of reasons. First, Turkey

represents a particularly divergent site for the consideration of HRM practices owing to the

divergent ‘sociocultural contingencies’ (Budhwar and Mellahi 2007; Pudelko and Harzing

2007; Collings, Demirbag, Mellahi and Tatoglu 2010; Mellahi, Demirbag and Riddle

2011) evident there. Second, it is a developing economy and the GLOBE (Global

Leadership and Organizational Behavior Effectiveness Research Project) study identifies

Turkey as below the world average in terms of performance and future orientation, and

above average in terms of in-group collectivism, power distance and assertiveness

(Kabasakal and Bodur 1998). Furthermore, Turkish firms are characterized by centralized

decision-making, reliance on short-term planning and highly personalized and strong

leadership combined with limited delegation (Ronen 1986; Fikret-Pasa, Kabasakal and
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Bodur 2001; Glaister, Dincer, Tatoglu, Demirbag and Zaim 2008). On balance, these and

other characteristics mean that organizations often experience difficulties in adopting new,

western HRM practices there (Tanova and Nadiri 2005). In addition, Turkey is an

instructive case as it is currently at the centre of several debates due to its ongoing

membership negotiations with the European Union (EU). The characteristics of the

Turkish economy and its strategic location as a bridgehead between East and West, taken

together with the aforementioned factors, make Turkey an interesting case to examine the

nature of HRM practices and to undertake a comparative study of the convergence–

divergence link between subsidiaries of MNEs and local Turkish firms.

2. Theoretical framework and hypotheses development

Although a plethora of HRM practices could be investigated by any one study, recent

research has tended to focus on sets of HRM practices treated as a system (Wright and

Boswell 2002; Boxall and Macky 2009). This has come to be known as a ‘high-

performance work system’ (HPWS; Huselid 1995) or otherwise as an HRM configuration

(Delery and Doty 1996). In general, this consists of competence-based performance

appraisal, performance-based compensation, internal communication, employee empow-

erment, HRM department status, employee training and merit-based promotion. These

HRM practices influence employees’ abilities and employees’ motivation, and are

considered important to the performance of successful firms (Huselid 1995; Minbaeva,

Pedersen, Björkman, Fey and Park 2003). As a consequence, these practices are most

likely to be subject to forces driving their convergence (or divergence) when entering a

new context. It is for this reason that we examine these HRM practices in particular.

The extent to which subsidiaries of MNEs diverge from local firms with respect to their

HRM practices is a key issue for management scholars. A key theoretical approach which

is synonymous with this debate is institutional theory (Björkman and Lervik 2007). The

underlying thesis of this approach is that advances in technology and communications are

creating a less differentiated world order, where differences in management practices

perpetuated by geographic isolation of businesses are superseded by the logic of

technology; hence, management practices are expected to converge globally (Kidger

1991). Institutional theory suggests that organizations have a tendency to copy what is

done elsewhere in an attempt to gain legitimacy or to gain the support of external agencies

within a society (Strauss and Hanson 1997). In other words, organizations face pressures to

be consistent with their external ‘institutional’ environment. DiMaggio and Powell (1983)

considered three pressures that could cause an organization to alter its structure and

conform to an institutional pattern, a process they term isomorphism: (1) coercive

isomorphism, which originates from political influence and issues of legitimacy, whereby

patterns are imposed on organizations by a more powerful authority; (2) mimetic

isomorphism resulting from standardized responses to uncertainty whereby in an attempt

to adapt to uncertainty, organizations respond by duplicating the patterns of other

successful organizations and (3) normative isomorphism, linked to professionalism, where

organizations adopt patterns considered appropriate for the environment.1 Isomorphic

tendencies are significant as they can explain the similarity among a set of organizations at

a given point in time (Deephouse 1996). At an organizational level of analysis, these

isomorphic pressures influence an MNE’s desire to standardize its HRM polices vis-à-vis

the requirement to localize these policies or adapt them to local conditions (see Pudelko

and Harzing 2007, p. 538). At a macro-level, these isomorphic pressures suggest

convergence onto a dominant model of management.
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Theoretically, the literature is somewhat contradictory with regard to the implications

of isomorphism for HRM practice. On the one hand, at the macro-level, there is broad

agreement that dominant modern conceptions of the field of HRM are strongly influenced

by US thinking (Guest 1990, 2011; Brewster 2007; Thompson 2011). Thus, there is an

expectation that US models will gain a hegemonic position in the global business context

and that all HRM practices will ultimately converge on this US model. Authors such as

Kidger (1991) and DiMaggio and Powell (1983) argue that US MNEs, business schools

and consultants will contribute to global convergence on US conceptualizations of HRM,

reflected in HRM practices across the world (see Brewster 2007, for a recent review).

On the other hand, at a meso-level, there is a relatively broad body of literature that

identified HRM as one of the functions which is most likely to conform to local norms (see

Rosenzweig 2006, for a review), suggesting continued divergence in HRM practice

globally alongside convergence between MNE subsidiaries and local firms with regard to

HRM practice in host economies.

Owing to the fact that HRM practice decisions are often mandated by local legislation

and strongly influenced by custom and practice in the local labour market, a higher level of

localization and hence convergence between MNE subsidiaries and local firms, makes

intuitive sense. However, the debate is not as straightforward as such a simple

interpretation would suggest. This is due to the fact that MNE subsidiaries occupy, in the

language of institutional theory, dual institutional environments – that of the host country

and of the home country. This institutional duality (Rosenzweig and Nohria 1994; Kostova

1999; Kostova and Roth 2002) means that subsidiaries of MNEs can face competing

legitimacy challenges. Practices that are judged as legitimate by the home-country

institutional environment may not be judged as legitimate by the host-country

environment, and vice versa, and managers of MNEs must balance these dual pressures.

Indeed, a key argument of institutional theory is that environments shape organizational

structures and practices not only through technological or material imperatives but also

through cultural norms, symbols, beliefs and rituals (Suchman 1995). This means that

while best practices are generally developed under the particular cultural and institutional

context of the home country of an MNE, adoption is likely to be particularly difficult in

countries which operate under divergent sociocultural contingencies (Pudelko and

Harzing 2007).

While institutional theory tends to capture the external environmental pressures on

practices between MNEs and local firms to converge or diverge, internal environment

pressures also complicate this issue by creating their own institutional effects driven by the

culture and core values of the firm, which in part stem from the institutional context of

the country of origin. Therefore, despite institutional pressure from the outside, there may

also be institutional pressure from the inside of the MNE for its subsidiary to converge

with the demands of the HQs as opposed to the local environment. In turn, whether MNEs

alter their HRM practices to local contexts depends on: (1) the relative ease of diffusing

and managing a standard practice across borders and the extent to which that standard

practice is important and considered a fundamental organizational value to the MNE

(Björkman and Lervik 2007) and (2) the strength of local cultural and institutional

imperatives to create a change in practice provided that the practice in question is not easy

to manage from the HQs (Gunnigle et al. 2002). These conditions alter the extent to which

the perceived external institutional pressure to adapt to local conditions is truly high

compared to the internal institutional pressure to maintain existing standard practice.

To put these theoretical mechanisms into perspective, it is widely reported that MNEs

use certain HRM practices as critical mechanisms for coordinating and controlling the
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activities of their subsidiaries (Bartlett and Ghoshal 1989; Teagarden and von Glinow

1997; Björkman and Lervik 2007) and therefore are less likely to alter such practices to fit

the local context because the internal institutional pressure (from the HQs) to conform is

higher than the opposing external institutional pressure to adapt. On the other hand, local

cultural and institutional imperatives create external institutional pressures to alter certain

HRM practices to establish legitimacy in the host country (Gunnigle et al. 2002; Björkman

and Lervik 2007). In this respect, MNEs are buffeted by coercive and normative pressures

to adapt HRM practices to gain legitimacy from an external perspective, but face similar

forces internally in relation to high-valued, core HRM practices to maintain organizational

practices over and above adapting to established practices in the host country.

However, it is not only MNEs that face these dual pressures. Local domestic firms face

mimetic isomorphic pressures to duplicate patterns seen as successful in other firms. When

MNEs enter a new host country, the uncertainty created at the local level as a result of this

new entry tends to promote mimetic behaviour as a response to this uncertainty. In effect

then, local firms face external institutional pressures to either adhere to the established

practices of the country or to undertake their own convergence towards the successful

patterns exhibited by new entrants. Thus, in theory, the same sets of pressures are driving

the convergence–divergence dilemma across both the subsidiaries of MNEs and local

firms.

On the basis of these mechanisms, we group HRM practices into two categories in an

attempt to understand which ones are more malleable to external pressure to change versus

internal pressures to adhere: (1) practices easy to diffuse, control and manage from the

centre, whereby the ability to enact the practice prescribed by the HQs at the subsidiary

level is deemed important and necessary to the values of the MNE and can be done so in a

straightforward manner. Practices here include: competence-based performance appraisal,

performance-based compensation, internal communications, employee empowerment and

the strategic emphasis placed on the HRM department. We expect that these practices will

not be altered by the MNE because they are core to its historical functioning and are easily

diffused and controlled from the centre through its information systems. In effect then, the

internal institutional pressure to maintain these HRM practices is expected to be higher

than the external institutional pressure to adapt. However, significant differences with

local Turkish firms are expected despite the possible presence of mimetic pressure to

apparently duplicate successful patterns. Local Turkish firms are likely to remain under

greater external institutional pressure to maintain legacy behaviours because HRM

activities can be difficult to disentangle and interpret (e.g. Björkman and Lervik 2007); (2)

practices influenced by cultural and institutional imperatives that render them hard to

control and manage from the centre such that the external pressures to adapt are high.

Practices here include: employee training and merit-based promotion. These practices are

more dependent on local knowledge and expertise to manage the ongoing and on-ground

activities of the subsidiary and so are more likely to adapt. Also, these are transparent

practices that indicate best practice to local firms that enable them to compete at the local

level. Thus, no significant differences with local Turkish firms would be expected. In effect

then, convergence can occur in both sets of firms towards certain types of HRM practices

owing to external pressures to adapt in the case of subsidiaries of MNEs, and external and

internal institutional pressures to respond to the uncertainty of a new competitive threat

with mimetic duplication of successful patters in the case of local firms.

Before elaborating on the development of our hypotheses, it is instructive to comment

briefly on the nature of HRM in the Turkish context. The dominant view of HRM

in Turkey is summarized by Kaya (2006) thus HRM remains an emerging approach in
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Turkish firms and hence application remains limited. Further, employees are rarely viewed

as contributing significantly to organizational success – a view which stands in contrast to

the mainstream western view. Indeed, Tanova and Nadiri (2005) report the difficulties

experienced by organizations in attempting to introduce HRM practices due to the nature

of societal and organizational cultures in Turkey. Local management’s frame of reference

in this regard is significant, as not only will it influence HRM practices in local firms, but

one would also expect that it may influence the implementation of HRM practices in local

subsidiaries of MNEs.

These challenges are generally traced to the cultural context in Turkey. Turkey is

generally classified as below the world average on performance and future orientation and

above average on in-group collectivism, power distance and assertiveness (Kabasakal and

Bodur 1998; Ozcelik and Ferman 2006). It is considered to be highly paternalistic,

reflecting the perceived obligation among those in authority positions to provide support

and protection to those under their care. Employees reciprocate such care through loyalty

and deference to authority Figures (Aycan and Kanungo 1998). We elaborate on specific

aspects of the Turkish context of HRM in the development of the hypotheses below. Given

these cultural characteristics, which are significantly at odds with many of the beliefs

which underscore modern conceptions of HRM (see Guest 1990; Pfeffer 1998; Brewster

2007), which we expand upon below, we expect a degree of difference between practices

in MNE subsidiaries and local firms in Turkey.

2.1. HRM practices rigid to organizational values and HQ control

Effective performance appraisal systems can facilitate the identification of individual

performance levels and individual skills gaps which require development. Scott-Lennon

(1995) argues that performance management has evolved from a mainly operational

focus to a more strategically oriented concept, thus reflecting the key role that

performance management and appraisal play in the HRM system. In turn, it is not

surprising that competence-based performance appraisal plays a key role in MNEs

(Chang, Mellahi and Wilkinson 2009). Chang et al. (2009) reported that in MNEs,

performance is monitored and appraised on a continuous and constant basis with

electronic data systems and scorecards in particular driving the process. MNEs and their

subsidiaries are increasingly held accountable by internal and external stakeholders for

their performance so direct HQ control is paramount. In this respect, the perceived effect

of any external institutional pressure on the subsidiary to adapt is likely to be much less

than the perceived internal institutional pressure to retain a key organizational practice.

However, the picture in Turkish firms is likely to be different as performance evaluation

has been identified as one of the most challenging aspects of HRM in the Turkish context

(Aycan 2001). Aycan (2001) identifies a lack of objectivity in performance appraisals,

which itself results from a lack of scientific validity for the measures used to evaluate

performance and a lack of training for appraisers. Culturally, the high power distance

orientation means that performance appraisal tends to be one way only with little

opportunity for peer appraisal. Finally, Aycan (2001) points to the challenge of providing

feedback in the Turkish context, where individual employees get emotional when

receiving negative feedback. This finding is reinforced by Ozcelik and Ferman’s (2006)

finding that managers were reluctant to give negative feedback to employees. Thus,

significant differences would be expected between MNE subsidiaries and local firms

because while MNE subsidiaries face internal institutional pressure to retain this existing

practice, local Turkish firms face external institutional pressures that prevent mimetic
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duplication of such a practice. In turn, divergence would be expected in the case of

performance evaluation.

A similar outcome is expected with respect to reward systems. Rewards are directly

linked to performance appraisal systems (e.g. Huselid 1995). Given that individual

performance is typically an organizational value inMNEs, the likelihood that a competence-

based performance appraisal system is accompanied by aggressive performance-based

compensation is high. Indeed, high reward, contingent on performance, was identified as a

key high-performance practice by Pfeffer (1998), and Delery and Doty (1996) identify

performance-based compensation as the single strongest predictor of firm performance in

their study. Further, the use of pay-for-performance systems has been associated with the

ability to attract higher than average workers to organizations (Lazear 2000). However,

there is a body of literature which identifies the use and management of incentives in a

symbolic sense, indicative of a desire to signal that the company belongs to a particular

social context (St-Onge, Magnan, Thorne and Raymond 2001). Thus, ‘the management of

incentives not only is used to align the interests of principal and agent, but also has a

symbolic character, insofar as it signals that the company belongs to a particular social

context’ (Fernandez-Alles, Cuevas-Rodriguez and Valle-Cabrera 2006, p. 961). Hence,

we would expect to see far more developed performance-based compensation systems in

MNE subsidiaries operating in Turkey based also on economic rationality and mimetic

isomorphism.

The logic of this argument could be expected to follow through to indigenous Turkish

firms; however, the situation is not so clear-cut. First, Turkey scores below average on

performance and future orientation (Kabasakal and Bodur 1998), which may not align well

with performance-based compensation systems. Second, although the characteristic has

declined in recent years, Turkey scores quite highly on collectivism in Hofstede’s (1980)

study. Together, these characteristics suggest that local firms may not align well with

individualist performance-based compensation systems. In turn, these external

institutional pressures on local firms would likely prevent convergence towards an

MNE practice, while internal pressures from the interactions among dimensions of HPWS

and organizational culture would be expected to create internal institutional pressure for

divergence.

For competence-based appraisal and performance-based compensation systems to

work well, a high degree of internal information sharing and internal communications

would be expected (e.g. Huselid 1995). A reliance on fluid internal communications can be

thought of as a core value of MNEs and many reflect this in their strategy charters.

Information sharing has been identified as a key HRM practice (Pfeffer 1998) and is

associated with a higher level of trust between workers and management. It is argued that

it facilitates teamwork through providing employees with information on which they can

base their suggestions for improvements in business processes and is necessary to fuel the

development of innovation, learning and competitive advantage, particularly when firms

exhibit complex MNE structures (e.g. Minbaeva et al. 2003; Kang and Snell 2009).

Better internal employee communications increase the degree of connectedness among

employees to enable superior performance (Jansen, van den Bosch and Volberda 2006).

Therefore, we expect to see high levels of internal communication in MNEs.

The situation in domestic Turkish firms is less clear. While authors such as Aycan and

Fikret-Pasa (2000) call for organizations to provide more opportunities for communication

with their employees in the Turkish context, the country is still classified as highly

paternalistic, moderately hierarchical and collectivist. Hence, it is logical to expect that in

relative terms at least, Turkish firms will not display such high levels of internal
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communication as their MNE counterparts, and the external institutional forces shaped by

these features of national culture are unlikely to encourage any mimetic convergence

either. A further issue likely to compound this difference is that there is a much weaker

local imperative to implement fluid internal communication channels because employees

expect to be led by senior managers. This view is supported by research studies reporting

that the highly paternalistic tendencies in Turkish firms reflect a perceived obligation

among those in authority positions to provide support and protection to those under their

care, with employees reciprocating such care through loyalty and deference to authority

figures (Aycan and Kanungo 1998). Thus, we expect MNE subsidiaries and Turkish firms

to differ greatly on this HRM practice owing to the conflicting pressures both sets of firms

face.

In a similar vein to internal employee communication, employee empowerment or

involving employees in decision-making in organizations and teamwork has been

demonstrated to impact favourably on organizational performance (MacDuffie 1995; Park,

Appelbaum and Kruse 2010). It is seen to represent a non-hierarchical mode of operation

and may increase employee commitment to the organization (Fey, Björkman and

Pavlovskaya 2000). We would expect empowerment to be evident in MNE subsidiaries as

it is a corollary organizational value that supports the aims of generating greater internal

communications, as supported by research into corporate entrepreneurship (for example,

Hayton 2005). Conversely, many of the cultural traditions of Turkey make empowerment

somewhat less likely and far less prevalent in Turkish firms. In much the same way that a

lack of local imperative exists for internal communications, the highly paternalistic and

moderately hierarchical cultural traits associated with Turkey are likely to be particularly

relevant in reducing the prevalence of empowerment there (Aycan et al. 2000). This is

despite Aycan and Fikret-Pasa’s (2000) call for organizations to provide more

opportunities for empowerment to their employees. The lack of external institutional

pressure to initiate employee empowerment is apparent when considering such cultural

forces. But in MNEs, there is internal institutional pressure from the centre, owing to the

performance prerogative of MNEs and the stakeholder pressure to achieve. Combined

with competence-based appraisals and performance-based compensation, employee

empowerment is necessary to the performance of complex and large organizations (e.g.

Hayton 2005; Kang and Snell 2009). Thus, significant differences are expected between

MNE subsidiaries and domestic Turkish firms on this HRM practice.

A key theme in much of the recent literature on HRM has been the search for the

strategic role of the HRM function. Given that human resources are increasingly viewed as

a key source of competitive advantage (Barney 1991; Collings and Mellahi 2009), it is

sensible that progressive organizations afford a higher status to the HRM department. The

empirical evidence which posits a positive relationship between the deployment of high-

performance HRM practices and firm performance reinforces this trend (Huselid, Jackson

and Schuler 1997; Guthrie 2001). Indeed, in a number of countries, MNEs were

specifically identified as introducing innovations with regard to a more strategic role for the

HRM function (see Gunnigle 1998, in the Irish context, for example). Hence, we expect

MNE subsidiaries to emphasize the strategic role of the HRM function owing to the

external institutional pressures among high-performing MNEs to persistently draw the

best out of their employees and the subsequent internal pressure to retain high-performing

members of staff. Divergence from this standpoint is then highly unlikely, regardless of

any institutional pressure from entering a new host country.

In contrast, the HRM function in Turkish firms is very much playing catch up with their

counterparts in more developed countries. Over a decade ago, Aycan (2001, p. 252)
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described it as a ‘developing field’ in a ‘developing country’. Aycan (2001) also alludes to

a lack of available know-how within the Turkish HRM community to innovate with regard

to HRM practice. A contributing institutional factor may be the volatile political and

economic climate in Turkey, which means that organizations may find it difficult to

formulate long-term plans (Aycan 2001; Glaister et al. 2008). While recent evidence has

suggested a more positive outlook for the HRM function there (Ozcelik and Aydinli 2006),

on balance we expect that the status of the HRM department will be less developed in

Turkish firms than in their MNE counterparts with institutional barriers preventing any

rapid convergence.

Drawing these arguments together leads to the following multi-part hypothesis:

Hypothesis 1: HRM practices that are easy to diffuse, control and manage, and reflect a

core organizational value will not be adapted to the local context.

Specifically, significant differences are expected between MNE subsidi-

aries located in Turkey and domestic Turkish firms in relation to: (a)

competence-based performance appraisal, (b) performance-based compen-

sation, (c) internal communications, (d) employee empowerment and (e)

the strategic emphasis placed on the HRM department.

2.2. HRM practices malleable to institutional context

Employee training is widely regarded as a high-performance HRM practice (Huselid

1995; MacDuffie 1995; Kuvaas and Dysvik 2010). Owing to the fact that investment in

employee training and development is associated with developing the human capital at the

centre of the high-performance HRM paradigm (Pfeffer 1998), one would expect that

investment in training among MNEs would be relatively high (Tregaskis, Herath and

Morley 2001). However, the fundamental question is not whether the MNE invests in

employee training but rather what form this training takes and, in turn, is this form

contextualized to the MNE HQs (owing to internal institutional pressure) or the host

country (owing to external institutional pressure)? The need to learn more about the host

country, its markets and its institutional framework, coupled with a need to shape

competitive advantages against incumbent domestic firms, suggests that training should be

adapted to the local environment context because the external and internal institutional

pressures to do so are great. In a form of isomorphism, the MNE subsidiary will need to

shape training programmes that bear close similarity to local high-performing firms in

order to embed the knowledge and skills needed to operate effectively in the host country.

Based on our assumption about the high-performance bias of MNEs, it would seem likely

that an MNE would adapt its training to the host-country context to ensure that its

subsidiary can perform effectively in its new institutional environment. Thus, we expect

MNEs to display relatively high levels of investment in employee training adapted to the

domestic context.

With respect to Turkish firms, Aycan (2001) has argued that training and development

is one of the most important aspects of the HRM role for these firms. This may be linked to

the nature of the Turkish educational system. Although standards have improved over

recent years, the educational profile in Turkey has historically been relatively low.

Employees enter the labour force with relatively low educational qualifications, although

Aycan (2001) does point to an emerging cohort of young educated employees entering the

workforce in the recent years preceding the study. Hosking and Anderson (1992) point to
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the key role the education system, as a key labour market institutional actor, plays in

influencing organizational-level training and development activity. The competitive

environment that Turkish firms now find themselves in also encourages investment in

training. As institutional pressures change to accommodate emerging national and

international competition, local firms face greater pressures to upskill their employees. Put

simply, there are competitive and institutional pressures for local firms to professionalize

their training practices. Thus, we do not expect significant differences between MNE

subsidiaries and domestic Turkish firms on this HRM practice because, although different

in nature, the external institutional pressure on both sets of firms to converge around

training investments tailored to the country context is high.

In one of the earliest contributions to the best practice HRM literature, Pfeffer (1998)

called for employment security as an employee’s perception of a long-term futurewithin the

firmwas associated with higher levels of motivation. Guest (1997) argues that there is a link

between the availability of internal career opportunities and organizational commitment

of employees, owing to the perception that career opportunities are available. Merit-based

promotion is an indication of the emphasis on internal labour markets and internal career

developmentwithin organizations. Emphasizing internal promotionwithin the firm is likely

to engender a sense of justice and fairness among employees (Fey et al. 2000). Hence, we

expectMNEs to place a strong emphasis onmerit-based promotion in their subsidiaries. But

we do not expect theMNEHQ to control this promotion process as the pressure point exists

in the subsidiary itself and its need to perform in the new institutional environment in which

it now operates. While appraisals and rewards are organization-wide, promotions are much

more specific to the needs and circumstances of the individual subsidiary. Also, while a

reward applies to many, promotion applies to a limited few in which the character of the

person is as important as their performance (Mellahi and Collings 2010). Local managers

are in a better position to make promotion judgements owing to the fact that supervision

takes place at the local level (if we assume that MNEs do promote employee empowerment

as we suspect then this condition is yet more likely). Moreover, given that the cultural

expectations and institutional tendencies of Turkey are towards paternalism and

collectivism, with reciprocal obligations among top managers and employees to provide

support for each other’s interests through loyalty and deference (Aycan and Kanungo 1998;

Kabasakal and Bodur 1998; Ozcelik and Ferman 2006), it would be expected that those who

are meritorious on these softer issues beyond performance alone will face greater

promotional prospects. To attract high-calibre employees, an MNE subsidiary would need

to be attentive to these important institutional expectations. In recent years, the young and

educated employees entering the Turkish workforce have aspiration and preferences more

aligned with their western counterparts (Aycan and Fikret-Pasa 2000). Indeed, Aycan and

Fikret-Pasa (2000) call for organizations to provide more developmental opportunities for

their employees. Thus, we do not expect any significant difference between MNE

subsidiaries and domestic Turkish firms on this HRM practice, as both face converging

pressures to meet the aspirations of the workforce.

Drawing these arguments together leads to the following multi-part hypothesis stated

in the null form:

Hypothesis 2: HRM practices that are difficult to diffuse, control and manage, and require

sensitivity to local institutional pressures will be adapted to the local

context. Specifically, no significant differences are expected between MNE

subsidiaries located in Turkey and domestic Turkish firms in relation to:

(a) employee training and (b) merit-based promotion.
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2.3. HRM practices and subsidiary characteristics

Notwithstanding the above-mentioned hypotheses, variations may exist among MNE

subsidiaries themselves. While an institutional lens predicts convergence among MNEs,

we expect to see variation between MNE subsidiaries in the way they accommodate

institutional pressures. For example, a large body of evidence points to the impact an

MNE’s country of origin has on management practice in its subsidiary operations. In this

regard, Gunnigle et al. (2002) found a clear variation between HRM practices in firms of

different national origin (see also Gooderham, Nordhaug and Ringdal 1999). Geppert,

Matten and Williams (2003) also pointed to differences in the change management

strategies pursued by organizations of different nationalities. Specifically, US MNEs are

characterized by formalized and centralized approaches to HRM, while Japanese firms rely

to a far greater degree on personal and less formal control mechanisms (see Almond 2011).

Joint ventures (JVs) by definition involve parent organizations from two or more different

countries. Clearly, these parents may have varying views around appropriate HRM

practices for the organization (Shenkar and Zeira 1987). Indeed, each parent could force

the JV to adopt specific HRM practices in line with its preferences and interpretation of

institutional pressures (Geringer and Frayne 1990; Lu and Björkman 1997). The extent to

which the JV is reliant on the host economy for critical resources is also likely to influence

HRM practices (Lu and Björkman 1997). Hence, we expect variation in HRM practices in

JVs compared to other firms. The literature further suggests that subsidiaries located on

greenfield sites are subject to far fewer constraints than those established on brownfield

sites or established through acquisitions in terms of introducing innovative management

practices such as HRM (see Emery 1980; Whitaker 1986; Gunnigle 1995). Hence it is

logical to expect differences in HRM practices between subsidiaries located on greenfield

sites versus those established via an acquisition. In terms of institutional theory then,

different effects from the country of origin, the vulnerability of the subsidiary’s

organizational mode to external pressure and the nature of the subsidiary itself will vary

the extent to which the subsidiary is subject to external and internal institutional pressures,

thereby altering the extent to which it needs to adapt its HRM practices. Thus:

Hypothesis 3: The level of emphasis on HRM practices by MNE subsidiaries located in

Turkey varies with: (a) the country of origin of MNEs, (b) the

organizational mode of the subsidiary (i.e. wholly-owned subsidiary

(WOS) or JV) and (c) the establishment mode of the subsidiary (i.e.

greenfield or acquisition).

The conceptual framework and hypothesized relationships are summarized in Figure 1.

3. Research methods

3.1. Sample

The sampling frame for the Turkish firms was drawn from the website of TOBB (The

Union of Chambers of Commerce, Industry, Maritime Trade and Commodity Exchanges

of Turkey, http://www.tobb.org.tr), which provides an industrial database that contains

approximately 40,000 firms that are registered to any of 10 chambers of industry, 19

chambers of trade and 64 chambers of industry and trade in Turkey. Within this sample

frame, very small companies of fewer than 20 employees were excluded. This was not

viewed as a serious threat to the study, as such companies are likely to be managed

entrepreneurially and so have no recognizable HRM system. Through a random sampling
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selection procedure, a total of 1000 firms was generated and constituted the sampling

frame for the study.

A carefully constructed questionnaire, which was originally designed in English, was

translated from English to Turkish and then re-translated into English by a second party to

ensure accuracy in translation. This process of ‘back-translation’ is useful in identifying

misinterpretations and misunderstandings before the questionnaire is administered.

To further ensure the integrity of the translation, two bilingual translators were used in

tandem to compare the back-translated English and Turkish versions of the questionnaire

and make necessary changes. The survey questionnaire was then mailed to the CEO of

each company with a letter requesting that the CEO, or his/her senior executive in charge

of HRM within the organization, should complete it. To ensure good quality responses,

this letter also identified the researchers, explained the research purpose and assured

confidentiality. After one reminder, a total of 359 questionnaires were returned, of which

340 were usable (the remaining 19 were excluded owing to missing data), representing an

effective response rate of 34.0%, which was satisfactory, given the confidentiality and

complexity of the questionnaire.

The sampling frame for MNE subsidiaries was drawn from the database of a

government agency, the General Directorate of Foreign Investment (GDFI). From the

original list of 19,909 foreign direct investment firms in the database as of May 2008

(GDFI 2008), a new data set was compiled based on the capital value of the subsidiary and

the proportion of foreign equity shareholding. Those ventures with capital value of less

than one million US$ were excluded. Most of these firms are owned by a single person or

established by means of ordinary partnerships. For the purposes of this survey, it was not

considered feasible to include these firms in the sampling frame. This study also used the

10% and 90% cut-off points to capture the alternative ownership structures. The

investments with foreign ownership of less than 10% were considered to be portfolio

investments and were excluded from the database. A venture was defined as a JV when

foreign equity ownership ranges from 10% to 90%, while a venture with foreign equity

HRM practices
Competence based
performance appraisal
Performance based
compensation
Internal communication
Employee empowerment
HRM department status
Employee training
Merit based promotion

Local firm

MNE
subsidiaries

Control
variables

Age
Size
Industry

Subsidiary characteristics
Country of origin
Organizational mode
Establishment mode

Figure 1. Conceptual framework.
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shareholding of more than 90% was considered to be a WOS. This range is consistent with

the definition of a JV used by the US Department of Commerce. Park and Ungson (1997)

and Demirbag, Glaister and Tatoglu (2007) also followed the same definitions.

Based on a random sampling selection procedure, a total of 500 firms was generated

and constituted the sampling frame for the study. A questionnaire and a covering letter

were posted to the CEO of each member company with a letter requesting that the CEO, or

his/her senior executive in charge of HRM within the organization, should complete it.

After one reminder, a total of 148 usable questionnaires were returned, representing a

response rate of 29.6%. Of this sample, 88 (59.5%) were WOSs and 60 (40.5%) were JVs.

Regarding the establishment mode of subsidiary adopted by the MNE in the formation

stage of subsidiary, 115 (77.7%) were established by setting up new ventures (greenfield

investments) and the remaining 33 (22.3%) were formed by full or partial acquisition of

existing local firms. The distribution of the sample in terms of the country of origin of the

MNE subsidiaries was as follows: the USA (29.6% of the total), Germany (22.3%), the UK

(13.5%), France (4.1%), Italy (4.1%), the Netherlands (4.1%), Switzerland (4.1%), other

EU countries (6.7%) and Asian countries (11.5%).

For both samples of Turkish firms and MNE subsidiaries, analysis of variance

(ANOVA) tests were used to examine the differences among means for the respondent

categories. No significant differences ( p . 0.1) were detected. Given the level of

responsibility of respondents, the findings provide a good reflection of senior

management’s views on the nature of HRM practices. For each sample, the responding

firms were also compared across the main characteristics of the sample, such as industry

type and geographical location, and again showed no systematic differences ( p . 0.1).

The characteristics of Turkish firms and MNE subsidiaries are summarized in Table 1.

Table 1. Characteristics of questionnaire respondent firms.

Turkish firms
MNE

subsidiaries

Characteristic Number % Number %

Respondent
type

CEO (e.g. general manager, chairman) 144 42.4 34 22.9
Deputy general manager 75 22.1 13 8.8
HRM managers 84 24.6 76 51.4
Planning and other senior managers 37 10.9 25 16.9

Industry
sector

Industrial, automotive and electrical equip. 37 10.9 8 5.4
Food, textile and paper 72 21.2 9 6.1
Metal, wood, leather and glass 28 8.2 6 4.1
Chemical and pharmaceuticals 11 3.2 13 8.8
Other manufacturing 30 8.8 13 8.8
Wholesale and retail trade 49 14.4 18 12.2
Computer and engineering services 16 4.7 9 6.1
Financial services and consultancy 31 9.1 22 14.9
Hospitality and leisure services 23 6.9 24 16.2
Other services 43 12.6 26 17.6

Size Small size 86 25.3 23 15.5
Medium size 149 43.8 46 31.1
Large size 105 30.9 79 53.4

Years of
operation

Mean 23.97 19.22

N 340 148
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3.2. Measurement of variables

All of the measures used to capture data for the empirical analyses were sourced from

previously administered questionnaires used earlier by Fey and Björkman (2001),

Minbaeva et al. (2003) and Björkman, Fey and Park (2007).

The dependent variable was categorical and measured by a dummy variable. A value

of one was assigned for MNE subsidiaries operating in Turkey, while a zero value was

assigned for domestic firms in Turkey.

The independent variables were measured as follows.

3.2.1. Competence-based performance appraisal (PERF_APP)

Competence-based performance appraisal was measured by an index composed of three

items. The first item measures the proportion of the employees who regularly receive a

formal evaluation of their performance (in %), the second item measures the proportion of

jobs where a formal job analysis has been conducted (in %) and the final item measures the

proportion of new jobs for which a formal analysis of the desired personal

skills/competencies/characteristics is carried out prior to making a selection decision

(in %; a ¼ 0.80).

3.2.2. Performance-based compensation (PERF_COMP)

Performance-based compensation was measured by four items. Relying on a five-point

Likert scale (ranging from 1 ¼ not at all to 5 ¼ to a large extent), the first two items ask

the respondents whether the firm uses performance-based compensation and to what

extent their compensation systems are closely connected with the financial results of the

firm. The third item captures whether pay is tied to individual performance, and the final

item measures the extent to which differences in pay across employees in the firm

represent differences in their contribution to the firm (a ¼ 0.67).

3.2.3. Internal communication (INT_COMM)

Internal communication is defined as the extent to which exchange of information occurs

within the firm and was measured by a scale composed of three items using five-point

scales (1 ¼ not at all to 5 ¼ to a large extent). The items denote communication flows

between: (i) employees in different departments, (ii) non-managerial employees and

managerial employees and (iii) the HRM department and the top management team

(a ¼ 0.74).

3.2.4. Employee empowerment (EMPOWER)

Employee empowerment was measured by an index composed of three five-point scale

items (1 ¼ not at all to 5 ¼ to a large extent). The first two items measure the extent to

which employee input and suggestions are highly encouraged, and are often implemented,

while the third item measures whether employees’ capabilities are viewed as the firm’s

main source of competitive advantage (a ¼ 0.68).

3.2.5. HRM department status (HRMD_STATUS)

HRM department status was measured through an index consisting of three five-point

scales (1 ¼ not at all to 5 ¼ to a large extent). Respondents were asked the following
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questions: (i) to what extent do their firms make an explicit effort to align business and

HRM/personnel strategies? (ii) to what extent is the HRM/personnel department involved

in the strategic planning process? and (iii) to what extent are HRM/personnel managers

viewed by those outside the function as partners in the management of the business and

agents for change? (a ¼ 0.80).

3.2.6. Employee training (TRAINING)

Employee training was measured by two items, including the number of days of formal

training managerial and non-managerial employees receive annually (a ¼ 0.79).

3.2.7. Merit-based promotion (MERIT_PRO)

Merit-based promotion was measured by an index composed of three items. The first two

items ask the respondents to what extent upper-level vacancies are filled from within, and

whether qualified employees have the opportunity to be promoted to positions of greater

pay and/or responsibility within the firm (1 ¼ not at all to 5 ¼ to a large extent), while the

third item measures whether the firm places a great deal of importance on merit when

making promotion decisions (a ¼ 0.63).

In terms of the country of origin of MNE subsidiaries, the overall sample of MNE

subsidiaries was partitioned into three groups. The first group consisted of subsidiaries

established by MNEs from the USA and the UK, the second group included

subsidiaries established by continental European MNEs and the third group

included subsidiaries formed by Asian MNEs. The sample was partitioned, therefore,

according to the geographical proximity of the MNEs to the Turkish market and the

relatively similar business orientations of the firms in each group of countries stemming

mainly from political, institutional and cultural factors. In this sense, the UK-based MNEs

are considered as adhering more to Anglo-American business practices than are other

Western European MNEs, despite the fact that the UK is an important member of the EU

with its economy being closely tied to the EU. While the notion of HRM was originated in

the US and has been widely acknowledged across the world, the underlying characteristics

of both European and Asian countries are different from the USA and the UK. Differences

in national and organizational cultures, a greater role of the State and different patterns of

corporate governance have all led to variations in HRM practices across these three

groups of countries (Brewster 2007). US HRM practices have typically been contrasted

with European and Asian (particularly Japanese) HRM practices in the extant literature

(Ferner 1997).

Regarding the organizational mode of MNE subsidiaries, the overall sample of MNE

subsidiaries was categorized into two groups. The first group includes WOSs, while the

second group consists JVs. Similarly, in terms of the establishment mode of subsidiary

adopted by the MNE in the formation stage of subsidiary, the overall sample of

subsidiaries was partitioned into two groups: greenfield ventures versus acquisitions.

In line with earlier research (Fey and Björkman 2001;Minbaeva et al. 2003; Björkman

et al. 2007), a set of three variables was included in the research framework to control for

possible extraneous variation. Firm age (AGE) was incorporated as a control variable,

since firms with more business experience have gone through a learning process

concerning how to conduct business in the Turkish context. Firm size (LN_SIZE) was

also controlled for as large firmsmay allocatemore resources to the business andmay tend

to have more developed HRM systems and processes. Firm size was measured as the
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logarithm of the total number of employees in the firm. Since HRM practices may vary

across industries, industry dummies were created for nine industry categories to control

for the possible effect of industry characteristics: (1) industrial, automotive and electrical

equipment (IND_ELECT); (2) food, textile and electrical equipment (FOOD_TEXT);

(3) metal, wood, leather and glass (METAL_WOOD); (4) chemical and pharmaceuticals

(CHEM_PHAR); (5) other manufacturing (OTH_MANUF); (6) wholesale and retail

trade (TRADE); (7) computer and engineering services (COMP_ENG); (8) financial

services and consultancy (FIN_CONS) and (9) hospitality and leisure services

(HOSP_LEIS).

3.3. Statistical analysis

The hypothesized relationships were tested by conducting two sets of analyses. The multi-

part Hypotheses 1 (H1(a)–(e)) and 2 (H2(a) and H2(b)) were tested by conducting

binomial logistic regressions, while Hypothesis 3 (H3(a)–H3(c)) was tested by means of

two-tailed t-tests and ANOVA.

Due to the categorical nature of the dependent variable, a binary logistic regression

procedure was used to test H1(a)–(e), H2(a) and H2(b), which estimates the probability of

an event occurring. The binary logistic model can be expressed as:

PðYi ¼ 1Þ ¼ 1=½1þ exp ð2a2 XiBÞ�

where Yi is the dependent variable, defined by a dummy variable either 1 or 0. The value of

1 denotes the probability of an event occurring rather than another, as shown by the value

of 0. Xi is the vector of independent variables for ith observation, a is the intercept

parameter and B is the vector of the regression parameters (Amemiya 1981). The

regression coefficients estimate the impact of the independent variables on the probability

of an event that occurs. A positive sign for the coefficient means that the variable increases

the probability of the event occurring, a negative sign signifies the opposite. The maximum

likelihood estimates of the parameters were obtained using logistic regression. The

explanatory power of the model is assessed using the model chi-square statistics, which

test the null hypotheses that all parameter coefficients are zero, except the intercept term.

The predictive ability of the model can be determined by the correct ratio, which shows

the percentage reduction in classification errors with respect to random selection.

However, to identify an acceptable level of predictive accuracy, the obtained correct ratio

has to be compared to the rate that would have been obtained by chance. In the case of

unequal group sizes, the standard to calculate this rate should be proportional chance

criterion. The formula for this criterion is: a 2 þ (1 2 a)2, where a is the proportion of

cases in group 1 (MNE subsidiaries in Turkey) and 12a is the proportion of cases in group

2 (domestic Turkish firms). For a rough estimate of the acceptable level of predictive

accuracy, Hair, Anderson, Tatham and Black (1995) suggest that the correct ratio should

be at least one-fourth greater than the proportional chance criterion.

The final multi-part hypothesis (H3(a)–(c)), investigating to what extent the

implementation of HRM practices by MNE subsidiaries located in Turkey varies with the

characteristics of the sample, was tested by undertaking two-tailed t-tests and ANOVA as

appropriate. The non-parametric equivalents of the above-mentioned tests (Mann–

Whitney U-test and the Kruskal–Wallis test) were also conducted to remove any doubts

that may stem from the nature of the data. The non-parametric tests (not reported here)

confirm the findings of the parametric tests.

The International Journal of Human Resource Management 2355



4. Results

Prior to running the binomial logistic regression, a correlation matrix of the variables was

prepared. The pairwise correlations were not large enough to warrant concern about

possible multicollinearity problems. Table 2 presents descriptive statistics and correlation

coefficients of independent variables in the study.

A series of binomial logistic regressions were conducted to test the first two multi-part

hypotheses (H1(a)–H1(e); H2(a) and H2(b)). Table 3 shows the results of the logistic

regression where the Turkish firms were taken as the base and given a zero value. The

binomial logistic model explains to what extent the emphasis on the implementation of

HRM practices varies between Turkish firms and MNE subsidiaries. A positive sign on the

independent variable coefficients indicates the likelihood of the higher level of emphasis

placed on the use of HRM practices by MNE subsidiaries in Turkey, while negative sign

indicates that of the higher level of emphasis by domestic firms.

A total of nine logistic regression models were estimated, as shown in Table 3. In the

first step, the control variables were entered (Model 1). Of these variables, the firm age

(AGE) had negative and significant coefficients, while the firm size (LN_SIZE) had

positive and significant coefficients in all nine models in Table 3 ( p , 0.01). The

industrial dummies had only modest effects. The individual effects of the hypothesized

variables were then tested in Models 2–8, and the full model including all independent

variables along with the control variables was tested in Model 9.All nine models have high

overall explanatory power with significant x 2 values ( p , 0.01). All the models have a

good fit with correct ratios ranging from 78% to 72% of the observations, rates that are

higher than would be expected by chance. The specificity (i.e. capacity to correctly predict

Turkish firms) of the nine models ranges from 91% to 87%, while their sensitivity

(i.e. capacity to correctly predict MNE subsidiaries) ranges from 55% to 36%. Pseudo R 2

measures confirm that the models have adequate explanatory power.

As hypothesized by H1(a), the coefficient of competence-based performance appraisal

(PERF_APP) is positive and significant in Models 2 and 9 ( p , 0.01), thus providing

support for the hypothesis and suggesting that MNE subsidiaries located in Turkey

implement competence-based performance appraisal systems more extensively than

domestic Turkish firms. There is also support for H1(b). The coefficient of performance-

based compensation (PERF_COMP) is positive and significant in Models 3 ( p , 0.01)

and 9 ( p , 0.05), suggesting that there exists a significant variation between MNE

subsidiaries and domestic Turkish firms with regard to the implementation level of

performance-based compensation.

There is no support for H1(c). The coefficient of internal communication

(INT_COMM) is not significant in Models 4 and 9, suggesting that MNE subsidiaries

do not differ from domestic Turkish firms with respect to the level of internal

communication. There is a strong support for H1(d). The positive and significant

coefficients for employee empowerment (EMPOWER) in Models 5 and 9 ( p , 0.01)

confirm the view that MNE subsidiaries located in Turkey rely more heavily on employee

empowerment than domestic Turkish firms. The positive and significant coefficients on

HRM department status (HRMD_STATUS) in Models 6 ( p , 0.01) and 9 ( p , 0.05)

show that MNE subsidiaries operating in Turkey place more emphasis on the strategic role

of human resources department than domestic Turkish firms.

As hypothesized by H2(a), the coefficient of employee training (TRAINING) is not

significant in Models 7 and 9, indicating that there is no significant variation between
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MNE subsidiaries and domestic Turkish firms with respect to the implementation level of

employee training.

Similarly, we fail to reject H2(b), in that the coefficient of merit-based promotion

(MERIT_PRO) is not significant in both Models 8 and 9, indicating that there is no

significant variation between both groups of firms in terms of the implementation level of

merit-based promotion systems.

Table 4 shows that there is no support for H3(a), in that the level of emphasis on each

of the seven HRM practices by MNE subsidiaries located in Turkey does not vary with the

broad country of origin of MNEs.

The level of emphasis on HRM practices by the organizational mode of MNE

subsidiaries is shown in Table 5. As discussed earlier, the overall sample of MNE

subsidiaries was classified into two groups (WOS or JV) with regard to the organizational

mode. Table 5 shows that there is only weak support for H3(b). Only one HRM practice,

internal communication, has a mean score of level of emphasis that is higher and

significantly different ( p , 0.01) for WOSs compared to JVs. It is however clear that

the extent of emphasis on the majority of the HRM practices hardly varies with the

organizational mode of MNE subsidiary.

Table 6 shows that there is moderate support for H3(c). Three of the seven HRM

practices, competence-based performance appraisal ( p , 0.05), performance-based

compensation ( p , 0.1) and employee empowerment ( p , 0.1), indicate significant

differences in the mean scores of emphasis with respect to the establishment mode of

MNE subsidiary (greenfield or acquisition). As it is readily apparent from Table 6 that the

level of emphasis placed on the first two HRM practices by MNE subsidiaries is found to

be significantly higher for greenfield mode compared to acquisition mode, while the level

Table 4. HRM practices and broad country of origin of MNE subsidiaries.

HRM practices Group Mean SD F-Value

Competence-based performance appraisal USA and UK 0.81 0.21
EUROPE 0.81 0.22
ASIA 0.84 0.16 0.19

Performance-based compensation USA and UK 3.82 0.69
EUROPE 3.69 0.72
ASIA 3.79 0.72 0.52

Internal communication USA and UK 4.11 0.52
EUROPE 3.97 0.67
ASIA 3.85 0.83 1.42

Employee empowerment USA and UK 3.92 0.66
EUROPE 3.85 0.69
ASIA 3.58 0.40 1.75

HRM department status USA and UK 4.06 0.86
EUROPE 4.04 0.85
ASIA 3.86 0.69 0.39

Employee training USA and UK 36.84 29.15
EUROPE 35.70 51.92
ASIA 34.62 26.18 0.03

Merit-based promotion USA and UK 4.07 0.48
EUROPE 3.96 0.57
ASIA 4.16 0.41 1.31

Note: N ¼ 148. The USA and the UK ¼ 64; Europe ¼ 67; Asia ¼ 17.
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of emphasis placed on employee empowerment is significantly higher for acquisition

mode than for greenfield mode.

5. Discussion

Our analysis confirmed support for H1(a), reinforcing the expectation that the specific

‘sociocultural contingencies’ (Pudelko and Harzing 2007) at play in the Turkish context

significantly impact HRM practices. Specifically, the historical lack of objectivity in

performance appraisals in the Turkish context, owing to a lack of scientific underpinning

of measures of performance (Aycan 2001), appears to have limited the uptake of

competence-based appraisal. Similarly, the fact that Turkey is below the world average on

performance orientation (Kabasakal and Bodur 1998) arguably limits the uptake of such

systems among domestic firms.

Table 6. HRM practices and establishment mode of MNE subsidiaries.

HRM practices Group Mean SD t-Value

Competence-based performance appraisal Greenfield 0.83 0.19
Acquisition 0.74 0.26 1.97**

Performance-based compensation Greenfield 3.81 0.71
Acquisition 3.56 0.66 1.85*

Internal communication Greenfield 4.04 0.61
Acquisition 3.96 0.71 0.56

Employee empowerment Greenfield 3.80 0.65
Acquisition 4.04 0.66 21.88*

HRM department status Greenfield 4.05 0.85
Acquisition 3.96 0.80 0.55

Employee training Greenfield 37.48 44.13
Acquisition 31.25 24.96 1.01

Merit-based promotion Greenfield 4.02 0.49
Acquisition 4.03 0.62 20.02

Note: N ¼ 148; Greenfield ¼ 115; Acquisition ¼ 33. *p , 0.1; **p , 0.05.

Table 5. HRM practices and organizational mode of MNE subsidiaries.

HRM practices Group Mean SD t-Value

Competence-based performance appraisal WOS 0.82 0.21
JV 0.81 0.21 0.33

Performance-based compensation WOS 3.72 0.77
JV 3.82 0.59 20.87

Internal communication WOS 4.19 0.54
JV 3.75 0.67 4.09*

Employee empowerment WOS 3.89 0.69
JV 3.79 0.59 0.87

HRM department status WOS 4.02 0.84
JV 4.03 0.83 20.07

Employee training WOS 33.21 33.29
JV 40.07 49.09 20.92

Merit-based promotion WOS 4.06 0.58
JV 3.99 0.40 0.40

Note: N ¼ 148; WOS ¼ 88, JV ¼ 60. *p , 0.01.
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The support for H1(b) confirms that there is significant variation between MNE

subsidiaries and domestic Turkish firms with regard to the level of implementation of

performance-based compensation. The finding that MNE subsidiaries implement more

extensive performance-based compensation compared to Turkish firms resonates with the

aforementioned finding with regard to competence-based performance appraisal.

Similarly, the collectivist cultural trait evident in the Turkish population is arguably at

odds with an individually oriented performance-based compensation system.

The strong support for H1(d) confirms the view that MNE subsidiaries located in

Turkey rely more heavily on employee empowerment than domestic Turkish firms. In

contrast to communication, which can be relatively non-threatening for managers and

employees alike, empowerment can involve some fundamental restructuring of

operational norms in the workplace and patterns of behaviour. In a culture where

paternalism (Aycan and Kanungo 1998), hierarchy (Aycan et al. 2000) and uncertainty

avoidance (Kabasakal and Bodur 1998) are dominant characteristics, this finding becomes

wholly understandable. Employees and managers alike may feel threatened by the changes

in workplace relations which could be associated with empowerment.

Similarly, our data confirm that MNE subsidiaries in Turkey place more emphasis on

the strategic role of human resources department than domestic Turkish firms. This

suggests that despite the relative lack of status of HRM in the local context, MNEs

continue to place a strong emphasis on the HRM function. It also suggests that, despite

some evidence of convergence with regard to specific aspects of HRM practice, ultimately

HRM continues to be viewed as a secondary management function in Turkey.

Our hypothesis around internal communication is not supported, suggesting that MNE

subsidiaries do not differ from domestic Turkish firms with respect to the level of internal

communication. This finding may not be surprising as communication is a fairly nebulous

construct that can involve fairly limited information sharing between different

stakeholders. Hence, it does not represent a threat to engrained cultural norms.

Turning to our second set of hypotheses where we expect similarity between MNE

subsidiaries and domestic Turkish firms, as hypothesized by H2(a), we found no

significant variation betweenMNE subsidiaries and domestic Turkish firms with respect to

the implementation level of employee training. This finding suggests that Turkish firms

have reacted positively to the challenges of upskilling the workforce and have invested

significantly in training and development in recent years. This finding may be a reaction to

the heightened expectations of the emerging cohort of young educated employees who

have entered the workforce in recent years.

Similarly, there was no evidence of significant variation between both groups of firms

in terms of the implementation of merit-based promotion systems. This finding is in line

with our expectations and suggests that merit-based promotion systems do play a role in

the Turkish HRM system. However, one would have to be cautious in interpreting this

finding owing to the fact that the uptake of competence-based performance appraisal is

low, as is performance-based compensation. Therefore, how merit is established in

Turkish firms appears to warrant further investigation.

The fact that the level of emphasis on each of the seven HRM practices by MNE

subsidiaries located in Turkey does not vary with the broad country of origin of MNEs

suggests that the implementation level of HRM practices is independent of the nationality

of the MNE subsidiaries in the Turkish context. Similarly, it is clear that the extent of

emphasis on the majority of the HRM practices hardly varies with the organizational mode

of the MNE subsidiary. These findings provide a degree of support for Pudelko and

Harzing’s (2007) conclusion that convergence on a best practice model is present, at least
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with regard to the MNE subsidiaries in our sample. It also resonates with Brewster, Wood

and Brookes’s (2007) assertion that firms that operate across national boundaries are

particularly exposed to the forces of globalization and hence are most likely to acquiesce

to dominant management practices aimed at enhancing competitiveness, such as HRM.

However, it is readily apparent from Table 6 that the level of emphasis placed on the

first two HRM practices by MNE subsidiaries are found to be significantly higher for a

greenfield mode compared to an acquisition mode, while the level of emphasis placed on

employee empowerment is significantly higher for acquisition mode than for greenfield

mode. These findings appear to reinforce the idea that certain cultural traits in the Turkish

context are so strong and at odds with western notions of HRM that they significantly

restrict the implementation of these practices. Tellingly, two of the three variables which

emerge as significantly different in greenfield sites versus acquisitions – competence-

based performance appraisal and performance-based compensation – are the same as the

ones which diverge between MNEs and local firms. This suggests that the practices are so

at odds with Turkish cultural traditions that it is very difficult to change them once they are

in place. However, employee empowerment, which also diverged between local firms and

MNEs, is clearly seen as a means through which management can gain employee

commitment in the context of acquisitions. It is apparent that the notion of employees

being involved in management decision-making and the shifting of boundaries with regard

to hierarchies and power relationships may not sit well with Turkish employees. This may

suggest that although the practice is used to a significant degree in the context of

acquisitions, the extent to which employees actually engage with the process may be open

to question.

6. Conclusion and implications

This study supports the idea that MNEs do not adapt HRM practices that are easy to

diffuse, control and manage, and reflect a core organizational value to the local context.

Specifically, we found significant differences between MNE subsidiaries located in

Turkey and domestic Turkish firms in relation to competence-based performance

appraisal, performance-based compensation, employee empowerment and the strategic

emphasis placed on the HRM department. These findings reinforce the importance of the

cultural institutional context in influencing the nature of HRM policies in local firms, with

Turkish firms deploying significantly different HRM practices to MNE subsidiaries.

Specifically, we point to the lack of scientific underpinning of measures of performance

(Aycan 2001), which appears to have limited the uptake of competence-based appraisal.

Similarly, the fact that Turkey is below the world average on performance orientation

(Kabasakal and Bodur 1998) and the collectivist cultural trait evident in the Turkish

population (Aycan and Kanungo 1998) arguably limit the uptake of such systems among

domestic firms. In a culture where paternalism, hierarchy (Aycan et al. 2000) and

uncertainty avoidance (Kabasakal and Bodur 1998) are dominant characteristics, this

finding becomes wholly understandable. Our findings also suggest that, despite some

evidence of convergence with regard to specific aspects of HRM practices, ultimately

HRM continues to be viewed as a secondary management function in Turkey.

Further, in line with Pudelko and Harzing’s (2007) recent findings, we argue that there

is evidence of the emergence of an established set of best practice HRM practices in the

MNEs sector, reflected in the fact that HRM in the MNE subsidiaries did not vary greatly

based on their country of origin. This also resonates with Brewster et al.’s (2007)

conclusion that MNEs appear to do things differently to other firms within the same
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national context. A degree of this convergence could be attributed to rational adaptation of

HRM practices designed to maximize the contribution of employees to the organization.

Concomitantly, however, it is likely that there is a degree of mimetic isomorphism driving

the convergence of HRM practices in these MNEs. The symbolic character of specific

practices, such as performance-based compensation, signals that these MNEs belong to a

particular social context (Fernandez-Alles et al. 2006). Regardless, the finding that MNEs

display similar HRM practices regardless of nationality does provide a degree of support

for the convergence thesis. It also supports our assertion that HRM practices that are easy

to diffuse, control and manage, and reflect a core organizational value will not be adapted

to the local context.

We also identify some instances where MNEs are more likely to adapt their

HRM practices to the local context. We posit that this is more likely with regard to HRM

practices that are difficult to diffuse, control and manage, and require sensitivity to local

institutional pressures. This is evident with regard to employee training, merit-based

promotion and internal communication.

Theoretically, our findings point to the key factors which determine whether MNEs

alter their HRM practices to local contexts: the relative ease of diffusing and managing a

standard but internally valued practice across borders (Björkman and Lervik 2007) and the

strength of local cultural and institutional imperatives (Gunnigle et al. 2002). Specifically,

those HRM practices utilized by MNEs as critical mechanisms for coordinating and

controlling the activities of their subsidiaries are less likely to be altered to fit the local

context because of their importance to the organization. However, other HRM practices

may be altered based on local cultural and institutional imperatives (Björkman and Lervik

2007). For example, for subsidiaries of MNEs entering a new market, the need to establish

legitimacy and adapt to institutionally accepted practice creates an external driver that

might overrule internal pressures.

On balance, our findings support the idea that there is a degree of convergence in HRM

practices among MNEs acting globally, regardless of their national origin. However, in

line with Brewster et al.’s (2007) recent findings, there is equally little evidence of MNEs

pioneering a set of global best practices which are being disseminated into host countries.

The nature of HRM practices in indigenous firms looks quite different to their MNE

counterparts. Thus, it appears that isomorphic pressures in the home country of the

MNE, the host country of subsidiaries or indeed in the MNE community in a specific host

country are in themselves not strong enough to force complete convergence in any

particular context. There are a range of forces at play and HRM practice in any given firm

is a reflection of the comparative strength of competing rules, norms and conventions

(see Brewster et al. 2007). In line with some emerging contributions (Wood, Croucher,

Brewster, Collings and Brooks 2009), our findings provide some evidence of the

coexistence of a (limited) number of alternative paradigms of management within a

specific national context.

The study clearly has implications for the HRM profession in Turkey. Our findings

reinforce earlier findings (see Aycan 2001 for a review) that Turkish firms have yet to

embrace HRM practices to the degree that they are applied in other contexts. The reasons

for this have been articulated elsewhere (Aycan 2001) and include negative attitudes

towards utilizing scientifically based knowledge in Turkish firms, and limited

specialization and certification of the HRM profession in Turkey meaning that the

majority of HRM professionals have limited, if any, specialized training in the area. Thus,

from a public policy perspective, further investment in the development of the HRM

profession through education and certification seems apposite and timely. A key strand of
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this should be the consideration of the extent to which western human resource practices

are appropriate in the Turkish context and the extent to which they require adaptation. The

resource requirements of implementing global best practices should also be emphasized

and should inform practice. For managers of MNEs established in the Turkish context, our

findings suggest that those HRM practices which are central to the MNE’s strategic control

and coordination objectives can be successfully implemented in the Turkish context.

However, not all HRM practices can be successfully transferred, and some such training

and development and internal career development which are more difficult to diffuse,

control and manage often must be adapted to account for the local context.

Our data do have a number of limitations. While the quantitative nature of the study

does provide us with a broad overview of trends with regard to convergence/divergence of

HRM practices in the Turkish context, it does not allow us to investigate how such HRM

practices are in fact implemented. Are HQ-mandated practices which are at odds with

Turkish traditions actually internalized by subsidiary actors or merely implemented at the

surface level or ceremonially adopted (e.g. Kostova 1999; Björkman and Lervik 2007)?

Further research in a qualitative tradition could be used to explore these issues in more

complete terms. Furthermore, given the low level of uptake of competence-based

performance appraisal and performance-based compensation, how merit is established in

Turkish firms warrants further investigation. There also appears to be scope to further

explore employee perceptions of high-performance HRM systems.

All in all, our findings shed further light on the convergence versus divergence debate.

Specifically, we hope to have provided novel insights into why certain HRM practices

converge while others do not, and in an interrelated way, why and which HRM

practices are adapted to the new context by both the MNE and domestic firms. In relation

to the former, the relative ease of diffusing and managing a standard but internally valued

practice across borders combined with the strength of local cultural and institutional

imperatives are particularly significant. Specifically, HRM practices utilized as central

mechanisms of coordination and control are less likely to be altered to fit the local context

because of their importance to the organization. However, other HRM practices may be

altered based on local cultural and institutional imperatives, where they are less central to

the MNEs control and coordination objectives. Indeed, the malleability of HRM practices

emerges as central in determining which practices are adapted and which are not.

Note

1. See Rosenzweig and Nohria (1994, pp. 230–231) for a discussion of how these influences may
play out in MNEs.
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