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ABST RACT | This study aims to
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decisions. In line with this study, social network
structures (in the dimensions of centrality and
betweenness) that are handled at the business group
level, are evaluated in the context of overlapping
boards of directors. The scope of the study consists of
13 business groups determined according to the
deliberate sampling method and 83 affiliates operating
as affiliated companies of these business groups. In
the study, the data about 96 enterprises (13 holdings
and 83 affiliates) is obtained between 1997-2019, and
their network structures (degrees of centrality and
betweenness) are revealed. Afterward, the hypotheses,
which are developed within the scope of the study, are
tested through panel regression models. Research
results show that degree centrality at the enterprise
group level positively affects FDI decisions and
activities. Another significant finding obtained within
the scope of the study shows that there is no effect of
betweenness at the enterprise group level on FDI
activities.
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OZ | Bu calismanin amaci, Tiirk isletme

gruplarmin sahip olduklar1 ag yapilarinin
dogrudan yabanci yatirnm kararlari {lizerindeki
etkisini incelemektir. Bu dogrultuda isletme
grubu diizeyinde ele alinan sosyal ag yapilar
(merkezilik ve arasindalik boyutlarinda) ortiisen
yonetim kurullart baglaminda
degerlendirilmektedir. Caligmanin  kapsami,
kasitli 6rneklem yontemine gore belirlenen 13
isletme grubundan, bu isletme gruplarina bagl
sitketler olarak faaliyet gosteren 83 bagh
isletmeden olusmaktadir. Calismada oncelikle
toplamda 96 igletmenin (13 holding ve 83 bagh
sitket) 1997-2019 yillar1 arasinda elde edilen
verileri ile ag yapilari (merkezilik ve arasindalik
dereceleri) ortaya konulmaktadir. Sonrasinda da
caligma kapsaminda gelistirilen hipotezler, panel
regresyon modelleri araciligiyla test
edilmektedir. Calismanin bulgulari, isletme
grubu diizeyinde derece merkeziliginin igletme
gruplarinin DYY karar ve faaliyetlerini olumlu
yonde etkiledigini ortaya koymaktadir. Calisma
kapsaminda elde edilen diger 6nemli bulgu ise
isletme grubu diizeyinde arasindaligin igletme
gruplarinin DYY faaliyetleri {izerinde herhangi
bir etkisinin olmadigini gostermektedir.

Anahtar Kelimeler: Sosyal aglar, dogrudan

yabanct yatirimlar, Tiirk isletme gruplart
JEL Kodlar:: M10, M16, F23

Alan: Isletme
Tura: Arastirma
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1. INTRODUCTION

With the phenomenon of globalization, the issue of internationalization
of organizations has become important in terms of their competitiveness and
survival, and growth. Today, impressive expansion in the number of exporting
companies, FDIs, and global outsourcing reveal that companies respond to
globalization by  developing internationally  oriented  strategies.
Internationalization process, which is critical and risky, is an important strategic
decision for organizations. So, what motivates multinational companies in this
critical process and moves them to choose different international markets and
entry modes? In this regard, what motivates multinational to choose a different
international market and entry mode in this crucial process? This question is often
answered through theories such as institutional theory (DiMaggio & Powell,
1983), the transaction cost approach based on internalization theory (Klein, 1989;
Williamson, 1979), and resource dependence (Beckman et al., 2004). However,
considering that almost all economic behaviors in modern life are embedded in
social relations networks (Granovetter, 1985), the need for network approaches
that address theoretical ideas and questions different from traditional views arises
in explaining internationalization (Gummesson, 2007; Quatman & Chelladurai,
2008). It is seen that the importance of network structures (Udomkit & Schreier,
2017, p. 6), organizations' strategies, companies' sustainable growth achievement,
and competitive advantages are emphasized in many studies. It is seen that the
importance of network structures, which have become a critical asset in
minimizing resource constraints (Udomkit & Schreier, 2017), in the strategies of
organizations, sustainable growth, and competitive advantage of companies, is
emphasized in many studies.

When the literature is examined, network relations between companies
or individuals have been evaluated as the determining motivator of
internationalization, especially in research on small and medium-sized
companies. It is also considered as a critical asset in accessing resources (Chetty
& Stangl, 2010; Johanson & Vahlne, 2006; Coviello & Munro, 1995; Zhou et al.
2007; Batas & Liu, 2013; Chetty & Wilson, 2003; Udomkit & Schreier, 2017;
Zain & Ng, 2006; Coviello, 2006). However, the role of networks that provide
connections between different actors (Tseng & Kuo, 2008, p. 24; Wasserman &
Faust, 1994, p. 24; Zhou et al. 2007, p. 685) in creating foreign direct investment
(FDI) have been discussed in a limited number of studies. In other words, it seems
that its role in this context has not been examined in detail (Chen & Chen, 1998;
De Masi & Ricchiuti, 2018, p. 16). There is limited number of studies examining
the effects of actors' positions and advantages on FDI strategies through networks
(Guler & Guillén, 2010; Chen & Chen, 1998; De Masi & Ricchiuti, 2018).
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Network connections that actors have or will have have a significant
impact on internationalization processes, and the qualities of these connections
can explain the differences in strategies between organizations. It is important to
examine the organizations of developing countries where deep institutional
transformation is experienced to be able to address and explain these differences
more clearly. Because factors such as asymmetric information problems, poorly
functioning market mechanisms, rapid political, economic, and institutional
changes, and the structure of ownership concentration (Musteen et al., 2010;
Wright et al., 2005; Lin et al., 2009; Yiu et al., 2005; Selekler-Goksen and
Karatag, 2008) in these contexts cause the network structures established within
business groups to differ from industrial network structures and increase the
critical role of network connections(Wright et al., 2005; Zhao et al., 2005).
Considering that foreign direct investments from developing economies have
become an important field of study for international trade and that businesses
operating in these contexts develop different FDI patterns, the importance of
examining the strategies of businesses in these contexts from a different
perspective will be understood (Tan & Meyer, 2010). As a result, explaining FDIs
by associating them with both the dominant organizational form in developing
countries (Tan & Meyer, 2010) and the network perspective will contribute to the
understanding of the dynamics behind FDI from developing economies.

Turkey, a country with great potential for FDI (Hadjit & Browne, 2005,
p. 336), is seen as one of the key developing countries with high economic growth
rates (Tatoglu & Glaister, 1998). The recent increase in outward investments
from Turkey (Erdilek, 2003, p. 81), makes it crucial to examine the effects of the
positions and advantages that Turkish business groups have gained from their
network mechanisms through the ties between their affiliated businesses on
outward FDI strategies. Diversified business groups, known as "holding" in the
country, are identified with poorly functioning market mechanisms, and are under
the ownership and control of families (Colpan & Hikino, 2008, p. 25; Guillen
2000; OECD, 2003, p. 146; Selekler- Goksen & Usdiken, 2001; Bugra, 2010, p.
241) joint board memberships formed among affiliated companies are of great
importance. These groups are crucial for understanding FDI, as groups are
considered important actors for many emerging economies (Tan and Meyer,
2010). In this direction, it is thought that it would be appropriate to examine the
business groups in Turkey, which include the underdeveloped corporate
environment features, in which intense network relations are created, especially
through joint boards of directors.
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The main question addressed in this study is whether the network
connections of Turkish business groups and their affiliates affect foreign direct
investment activities and decisions. In this direction, the findings of the study,
which will be obtained by considering Turkish business groups and their
affiliates, will provide a better definition of foreign direct investment activities
and decisions of companies originating from developing countries. In addition, it
is thought that the findings will contribute to revealing the important dynamics
behind FDI decisions. Thus, it is intended to expand the previous studies on FDI
by focusing on the advantages specific to the business group in light of the
network structures of the groups.

The next part of the research includes the conceptual framework of the
study and the hypotheses developed within the framework of the research model
are presented. Later parts of the research; continue with research design and
findings. The study concludes with the conclusion and discussion sections.

2. CONCEPTUAL FRAMEWORK AND HYPOTHESES

The recent increase in foreign investments from Turkey (Erdilek, 2003,
p. 81) makes it significant to examine the positions and advantages that Turkish
business groups obtain from their network mechanisms through the ties of the
board of directors they have established among their affiliates. This can be
explained based on two important reasons. First of all, from the point of view of
an underdeveloped institutional context, the significant impact of joint board
memberships created among affiliates in diversified business groups under family
ownership and control on decisions can be demonstrated (Colpan & Hikino,
2008, p. 25; Guillen 2000; OECD, 2003, p. 146; Selekler- Goksen & Usdiken,
2001; Bugra, 2010, p. 241). In the country, it is seen that family member
managers and professional managers who own the holding take part in the board
of directors of more than one group company (Ataay, 2008, p. 26). In this context,
joint boards of directors are a crucial mechanism used to ensure control and
coordination over group companies. It also emerges as an internal corporate
governance mechanism (Yurtoglu, 2003, p. 84; Maman, 1999; Selekler-Goksen
& Karatag, 2008). In this context, joint boards of directors are a crucial
mechanism used to ensure control and coordination over group companies.
Networks created through joint boards of directors can form an information
channel between organizations and provide intense information flow (Mizruchi,
1996; Barringer & Harrison, 2000). In addition, FDI can have a significant impact
on decisions and strategies. The second reason is that overlapping board
memberships are often emphasized as a link in social networking and social
capital studies (Grandori & Soda 1995, Mizruchi, 1996; Mahmood, 2011; S6zen
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& Gurbuz, 2015, p. 325; Wasserman & Faust, 1994; Kenis & Oerlemans, 2007).
These memberships are accepted as a crucial indicator of network connections
between organizations.

Social network theory emphasizes the role of ties and social interactions
among actors (individual, group, organization). According to this theory, the
economy is embedded in social relations, namely the economy as a whole cannot
be an autonomous field separate from social relations (Machado, 2011, p. 119).
It is a mechanism that ensures inter-organizational coordination, connections, and
cooperation (Grandori & Soda, 1995, p. 184). Furthermore, for organizations,
taking part in social network mechanisms can be very important for the survival
of organizations (S6zen & Gurbiz, 2015, p. 324). The network perspective,
which offers the ability to include multiple levels of analysis of relational data at
the same time (Quatman and Chelladurai, 2008, p. 348), is crucial because it is
argued that almost all economic behavior in life is embedded in networks of social
relations (Granovetter, 1985). This perspective can provide a utility perspective
on how social connections and ties shape economies and organizations in
countries.

Social networks, relations, and connections between actors are
considered as a kind of bridge at the point of internationalization for the transfer
of resources (Wasserman & Faust, 1994, p. 17). However, at this point, the quality
of the relations between the actors is critical in benefiting from the relations.

Control Variables
v Joint board size (total)

v The ratio of independent members of the joint board of
directors

v The ratio of the joint board members from family
v The ratio of female members of the joint board of

The Social Network directors

Structure of Business v The age of the business aroup

Groups ‘
v/Centrality

v/Betweenness > Groups

Figure 1: The Research Model: The Impact of the Social Network Structure on
the Internationalization (FDI) of Turkish Business Groups
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2.1. The Impact of Centrality on FDI Activities

Reflecting a significant structural feature of social networks, centrality,
expresses the position within the network (Freeman, 1979, p. 217). It is an
important indicator showing the degree of centrality of the actors on the network
mechanisms. The actor with the most connections in a network is the actor located
in the center (S6zen and Gurblz, 2015, p. 325). While the concept of centrality
characterizes the number of direct connections that the actor has obtained within
the network, a centralized actor is seen by others as the main information channel,
has the potential to retain control of resource flows, combine and exchange them
with other actors (Tsai & Ghoshal, 2008). 1998). In addition, it can provide
superiority in many aspects, such as gaining power, providing advantages in
change, controlling the network mechanism compared to less centralized actors
(Freeman, 1979; Gargiulo & Benassi, 1998; Koka et al., 2006). An actor with a
central position in a social interaction network is also likely to be perceived as
trustworthy (Tsai & Ghoshal, 1998, p. 465). Therefore, the situation related to
central positioning in networks (Podolny, 1993) will positively affect the
centrally located organizations in the future cooperation point. Consequently,
firms in central positions will have information advantages that increase their
tendency to form new partnerships (Freeman, 1979).

Since social relations are effective in economic actions, the actors in the
network mechanisms do not carry out their activities in a disconnected and
independent manner from their context (Granovetter, 1985). Therefore, the ability
of firms to take advantage of their central location in business group networks
will also adhere to the characteristics of the corporate environment (Peng et al.,
2008; Peng, 2003). As a result, the strategies of firms may have to be adapted to
institutional conditions that vary not only between countries but also in the host
country's economy (Peng et al., 2009, pp. 65-66; Wright et al., 2005). Given the
importance of the corporate environment and the growing interest in developing
countries (Hoskisson et al., 2000; Kim et al., 2010, p. 1145), it becomes
substantial to examine to what extent different institutional environments
influence market functions in these contexts and shape firm strategies (Peng et
al., 2009). The business environment in a sophisticated corporate environment
provides adequate legal protection for market behavior. In addition, the reliability
of market monitoring mechanisms helps to benefit from the relationships
obtained for the central organizations, minimizing the cooperation costs (Lin et
al., 2009, p. 1117). In these contexts, institutions and market dynamics work
efficiently (Ar and Ficici, 2017, p. 57), which reduces their opportunistic
behavior. On the other hand, in underdeveloped institutional environments, where
the business environment is fragile and legal protection is insufficient, the central
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position of the actor in the network mechanism can reduce the reliability of
relations between firms for the central organization. (Li and Atuahene-Gima,
2002). This situation may cause them to face a high threat of opportunism by their
partners (Lin et al., 2009). However, considering the importance of network
connections in developing country contexts (Wright et al., 2005, p. 26; Zhao et
al., 2005), it will be seen that the network structures, established within business
groups that emerge as a common organizational form, differ from industrial
network structures. In these contexts, business groups, centrally located in
networks, may be inclined to take advantage of their central location to achieve
better control of resources and strategic gains (mergers, acquisitions, joint
ventures, etc.).

The central location of local networks and actors is a substantial factor
due to reasons such as asymmetric information problems, poorly functioning
market mechanisms (Lin et al., 2009, pp. 1116-1119; Yiu et al., 2005), rapid
political, economic, and institutional changes (Musteen et al., 2010, p. 197;
Wright et al., 2005), and the structure of ownership concentration (Selekler-
Goksen and Karatag, 2008, p. 132) in developing economies where institutional
transformation is experienced. In underdeveloped corporate environments,
companies located at the center of their networks can take advantage of their
central location to achieve better control of resources and strategic gains (Lin et
al., 2009). Moreover, the situation regarding central positioning in the network
also reflects a substantial aspect of resilience.

In countries with underdeveloped institutional contexts, such as Turkey,
groups that emerged as a way of coping with the problems of underdeveloped
market institutions (Ataay, 2012, p. 75; Yiu et al., 2005, p. 183), try to take
advantage of their central location in networks. They tend to use these advantages
in the international arena. Business groups are often defined as a specific type of
organizational network composed of legally independent companies, often
controlled by families, linked by economic (such as property, intercompany
transactions) and social (such as family, friendship) ties (Chang & Hong, 2000;
Chung, 2001; Granovetter, 1995; 2005; Hsieh et al., 2010; Khanna & Rivkin,
2001 ; Yiu et al., 2005). Groups are also seen as multi-company firms combining
transactions in different markets under joint venture and financial control (Leff,
1978). Affiliated companies are collections of companies linked by ownership
ties such as family, friendship, cross ownership, joint board memberships, credit
dependency, and social and economic ties (Chung, 2001; Khanna &Rivkin,
2001). Business groups, which are considered as a collection of companies that
cooperate with each other (Granovetter, 1995: 94), have an important place in the
development of many developed and developing countries (Granovetter, 2005:
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429). The emphasis in the study with the concept of network centralization is the
creation of a network for each business group (with its subsidiaries) and the
centrality value of the network calculated specifically for each business group.

Considering that the position of the firms in the national network
determines the ability to use the resources within the network and thus shapes the
internationalization process (Johanson & Vahlne, 1977), the advantages of the
central actors gain unique importance. Giler and Guillén (2010) argue that
companies with a high degree of centrality in-country networks have higher
foreign market entry rates and emphasize the significant impact of the advantages
of centrality on foreign investment decisions. In addition, the companies that do
not have a central location for foreign direct investment do not go abroad or try
to enter with a different method (Nas et al., 2019) because of increasing the
importance of centrality for business groups operating in underdeveloped
corporate contexts such as Turkey. Turkish business groups can achieve the
strategic goals they desire for international markets thanks to the centrality
position achieved in line with the ties established between the affiliates. As a
result, it is expected that network mechanisms will be effective in the activities
of business groups and their affiliates in Turkey, and the advantages of the central
location they have achieved with overlapping board networks will positively
affect the decision of a new FDI.
Hypothesis 1: The centrality degree is positively associated with the
internationalization (FDI) of Turkish business groups.

2.2. The Impact of Betweenness on FDI Activities

While important aspects of centrality are revealed in some studies, there
are also studies examining the effect of actors or intermediaries that act as
bridging structural gaps on network mechanisms (Jensen, 2008; Xiao & Tsui,
2007; Lin et al., 2009; Giiler & Guilén, 2010). This point of view differs from the
centrality approach, as it focuses on the intermediation in network mechanisms
rather than the nature of network connections (S6zen et al., 2009; S6zen &
Gurblz, 2015). When considered within the framework of network mechanisms,
it is seen that there are gaps in providing connections between actors in the social
structure, and these gaps act as a bridge between groups (Burt, 2000). The scope
and contents of the information held by the actors are very different from each
other. Information that can overcome this gap and reach the parties will be critical
new information. Furthermore, if the actors (business groups and affiliates in this
study) can hold the connections that can mediate the gap, they can gain an
advantage. Thanks to this crucial and different information, businesses can have
a competitive position and control advantages (Brass et al., 2004, p. 805; Burt,
2002, p. 338; Sargut, 2006, p. 5; Zaheer & Soda, 2009). Companies that can act
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as intermediaries between groups can become information centers by connecting
different network clusters (Sozen et al., 2009, p. 27). They can learn faster than
others, take control, and be more creative (Burt, 2004, p. 357; Nahapiet &
Ghoshal, 1998; Zaheer & Soda, 2009, p. 8). Therefore, organizations that assume
the role of intermediary have a better learning capacity than their competitors and
are more innovative in production. It can also create opportunities for
entrepreneurial behaviors and be in a stronger position (Adler & Kwon, 2002;
Burt, 1997, 2004). Also, Burt (2002) argues that betweenness is more dynamic.
Institutional transitions and the institutional environment, defined by
Peng (2003, p. 275) as a crucial situation for developing economies, affect the
advantage of the intermediary position, just like the centrality position.
Significant institutional differences between developing and developed
economies can create different benefits and constraints for different contexts
(Peng et al., 2009, p. 66). In a context where market mechanisms work well and
sound business laws encourage and reward market competition, it may be
desirable for firms to act as intermediaries in structural gaps to use these control
and information advantages to gain strategic benefits (Lin et al., 2009, p. 1118).
The structural gap between unaffiliated firms helps brokerage firms in these
contexts to provide access to private information by creating effective bridges,
thus increasing the chances of intermediaries to achieve their goals. However, in
underdeveloped institutional contexts, reasons, such as insufficient legal
regulations and ineffective market mechanisms may hinder market functions
(Smallbone & Welter, 2001; Park et al., 2006). The advantages of the
intermediary position can turn into disadvantages (Lin et al., 2009). In addition,
brokerage firms are considered unreliable in an underdeveloped corporate
environment.Due to the hostile attitude they face, they cannot carry out their
effective intermediation activities. They cannot carry out active intermediation
activities. Therefore, it cannot fully benefit from the advantages of its
intermediary position (Kovacic, 1998). As a result, although a company in an
underdeveloped corporate environment may enjoy the temporary benefits of the
betweenness position, it may face higher risks, costs, and longer-term
consequences to change its brokerage position (Wright et al., 2005).

Some researchers argue that the contributions made by the betweenness
position developed in the home country have not been carried over to
international contexts. Therefore, they emphasize that it is used less in
international decision-making activities (Guler & Guillén, 2010, p. 394; Shi et
al., 2014). In their study, Giler and Guillén (2010, p. 394) state that companies
that benefit from the advantage of betweenness in their own country are less likely
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to invest abroad by using these advantages. The reason for this is that
betweenness activities are local (Burt, 2007). It is argued that the betweenness
advantage is concentrated within an actor's close network. It is also stated that the
betweenness value between indirect ties is less (Burt, 2007). For this reason, it is
argued that intermediary advantages may lose their substantial strategic worth
outside the local network (Shi et al. 2014, p. 342; Burt, 2007;). Therefore, the
intermediary position is considered context-specific (Burt 2007; Giler & Guillén,
2010, pp. 394-395; Xiao & Tsui, 2007), more dynamic and temporary (Burt,
2002). The information and control benefits provided by this position can quickly
disappear (Sargut, 2006, p. 9; Soda et al., 2004). Furthermore, the presence of
intermediary advantages may cause the firm to be seen as an opportunistic and
less desirable potential partner in the new network. Indeed, recent studies show
that betweenness advantage is concentrated within an actor's close network and
betweenness between indirect ties has little value (Burt, 2007). This may
adversely affect business groups with a high degree of intermediation in making
a new FDI decision. It is expected that the effects of the advantages of the
betweenness position in local networks in the new FDI decisions to be taken by
the groups in foreign expansions will be less in this sense. Therefore, it is seen
that business groups in Turkey, which operate under underdeveloped institutional
context, are less likely to use the advantages of being a betweenness in the
internationalization process.

Hypothesis 2: The high degree of betweenness of Turkish business
groups in their networks negatively affects the number of foreign direct
investment activities.

3. RESEARCH DESIGN

3.1.Sampling Process of the Research

The analysis unit will be composed of organizations, the judgemental
(purposive/selective) sampling method was used within the framework of the
purpose of the study. In the selection of the business groups that can be included
in the study, the list of Top 50 Economic Actors in Turkey, The Old and New
Business Groups list, and the lists prepared jointly by Kadir Has University
(KHU), DEIK, and VCC (2009, 2011, 2014)% were examined one by one. These
lists were used in sampling selection (Colpan & Hikino, 2008; KHU-DEIK-
KPMG-VCC, 2011; KHU-DEIK-VCC, 2009, 2014; Ozkara et al., 2008). A
different business group, which is not mentioned in these studies, but carries the
specified criteria and has a significant number of FDI, is also included in the

3 KPMG Turkey company also took part in the study conducted in 2011.
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study. Within the framework of the judgmental (purposive/selective) sampling
method, the group;

v Having done at least 8 (outward) FDI since its establishment
v At least one company is listed in BIST,

v Atleast one of its affiliates has been included in one of Turkey's Top 500
Industrial Enterprises, Turkey's Second Top 500 Industrial Enterprises,
or Fortune Turkey's Top 500 Enterprises lists for five years (2015-2019)
prepared by the Istanbul Chamber of Industry,

v Business groups with family business characteristics were selected.

13 business groups determined by considering these criteria and 83
affiliated businesses operating as affiliated companies of these business groups
constitute the sample of the research. The following steps were followed in
determining the companies affiliated to the business groups to be evaluated
within the scope of the sample: First of all, the annual consolidated financial
statements, footnotes and independent auditors' reports, annual reports, company
websites, and internet-based information resources of all identified business
groups and their affiliates were examined one by one for all available years. In
the second stage, the database of the Turkish Trade Registry Gazette issued by
the Union of Chambers and Commodity Exchanges of Turkey was used. All
advertisements related to business groups and affiliated companies in this
database were examined one by one, starting from the year the companies were
first established until 2019. By examining the announcements registered in the
relevant database throughout all years, the years of inclusion of the enterprises in
the business groups as affiliates were determined. Then, by comparing all the
information obtained, affiliate lists were revealed for each business group from
the establishment years to 2019. If sufficient data could not be obtained from all
these sources or there was doubt about some of the data obtained, interviews were
made with authorized persons via telephone using the contact numbers available
on the websites of the holding and affiliated companies. In the last stage, the
affiliates of all business groups and the years when the business groups gained
control of these businesses as affiliates were brought together and examined as a
whole. To compare the data of all business groups over the years and to minimize
the disadvantages that may arise from time differences, an optimal time interval
covering all business groups has been tried to be determined. When all the data
obtained is examined, it has been determined that the most appropriate optimal
time interval in terms of the number of affiliates for all business groups is between
1997-20109.
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3.2. Variables and Measures

Dependent variable

The dependent variable of the research is the total outward FDI numbers
made by the business groups between 1997-2019.To determine the number of
FDI of the business groups, the annual consolidated financial statements,
footnotes and independent auditor reports, annual reports, company websites, and
internet-based information resources of the Turkish business groups were
examined. The cumulative FDI number generated by examining all sources
formed the observations of each dependent variable.

Independent variables

The independent variable of the research is the social network structure.
The social network structure is discussed in terms of degree centrality and
betweenness (Prell et al., 2009; Otte & Rousseau, 2002; O'Malley & Marsden,
2008). The degree of centrality and betweenness values were measured with
symmetric matrices, which are frequently seen in Turkish business groups and
were weighted according to the relationships between the members of the board
of directors established among the subsidiaries. For each business group, the
relationships between the members of the board of directors were weighted
according to the number of relationships and matrices were created. In this way,
social network matrices were revealed and these matrices were measured.
Weighted symmetric matrices were created using the Turkish Trade Registry
Gazette Archives and the Public Disclosure Platform (KAP) database.
Independent variable observations of the research were created by analyzing each
symmetric matrix created for each holding with the UCINET 6 program (Borgatti
et al. 2002), which is a network analysis measurement method, one by one for
each year. Between 1997 and 2019, a total of 598 analyzes (299 analyzes for
centrality, 299 analyzes for betweenness) were conducted to obtain the centrality
and betweenness values of Turkish business groups. according to the number of
relationships and matrices were created.

Control Variables

Control variables consist of the age of the business group, the size of the
joint board of directors (total), the ratio of independent members of the joint board
of directors, the ratio of female members of the joint board of directors and the
ratio of members of the joint board of directors from the family.

e Age: The age of the business group has been calculated separately for
the years 1997-2019, based on the year of establishment.
e Joint board size (total): It is defined as the total number of people
serving as members of the joint board of directors in the business group.
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The ratio of independent members of the joint board of directors: It is
obtained by dividing the number of independent members in the joint
board of directors by the number of all other members in the board of
directors.

The ratio of female members in the joint board of directors: It is obtained
by dividing the number of female members by the number of all other
members in the joint board of directors.

The ratio of members of the joint board of directors from the family: It
is obtained by dividing the number of members from the family in the
joint board of directors by the number of all other members.

4. FINDINGS

Table 1 displays the descriptive statistics and correlations table of the study.

Table 1: Descriptive Statistics and Correlations Table

Mean | S | min [Mx |1 2 3 4 5 6 7
Dev.
LTotal FDI| 13157 | 17806 |1 | 133
Number
2.Centrality .206 .097 0 .583 0.035
iBe“"’ee"”e 125 | 169 [0 |.833 |-0.0779 | 0437+
4.Board Size | 4.327 1882 |1 10 0.116* 0.272** -0.0550
5.Female
Member 117 111 0 444 | -0.1351* | -0.031 -0.090
0.338*
Rate
6.Independe
nt  Member | .009 032 0 181 | 0.183* 0.015 0.147* 0129+ | 0.061
Rate
7.Family
Member .337 280 |0 1 -0.144* -0.414* | -0.217= | -0.086 -0.151**
0.278**
Rate
8.The age of
business 30.15 11.426 0 56 0.439** 0.152** 0.192** 0.226** | -0.033 0.380%* -0.514**
group
Number of
observation | 299 299 299 | 299 299 299 299 299 299 299 299

S

**p<.01 *p<.05
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In the study, the number of business groups included in the sample is 13,
and a panel containing 299 observations was created for these businesses as of 23
years of data. Total FDI variable as the dependent variable, degree centrality, and
betweenness variables as independent variables were included in the panel
regression model. The panel regression model was analyzed using the STATA 13
program. Before testing the panel regression model, the classical model was
tested with the F test against the two-way model. As a result of the test, the
primary hypothesis was rejected and it was determined that the one-way model
with only unit effects was valid F (12, 279) = 40.92, p<0.01). Hausman's (1978)
test was applied to decide whether the unit-effect one-way model is a fixed-effect
or random-effect model. As a result of the Hausman test, the assumptions of the
random effects model were not met. In this context, it was decided to continue
the analysis with the fixed effects estimator (chi2(7) = 27.11, p<0.01).

In the fixed effects method, since the basic assumptions must be met to
be able to estimate parameter estimates consistently and effectively, it has been
tested whether there are autocorrelation, cross-sectional dependence, and
heteroscedasticity problems. First of all, the "Modified Wald Test" (Tatoglu,
2018), which is suggested as a suitable method for the fixed effects model, was
used to determine whether there is a heteroscedasticity problem. According to the
modified Wald test results, HO, which represents constant variance, was rejected
in the tested model, so it was concluded that there was a heteroscedasticity
problem in the model (chi2 (13) =2212.31, p<0.01). Bhargava, Franzini, and
Narendranathan's (1982) Durbin-Watson Test and Baltagi-Wu's (1999) Locally
Best Invariant test were used to detect autocorrelation. Since the critical value is
less than 2 in both rates, it is concluded that there is autocorrelation in the model
(DW= 0.18, LBI= 0.41). Finally, Friedman FR (1937), Pesaran CD (2004), and
Frees's FRE (1995, 2004) tests were performed to determine the inter-unit
correlation in the model, and it was determined that there was a correlation
between units according to all tests (CD= 4.530, p< 0.05; FR=50.445, p<0.05;
FRE= 1.639, p<0.05). The model was analyzed by using the Driscoll and Kraay
estimators (Tatoglu, 2018), which were suggested as standard error estimators
resistant to autocorrelation, heteroscedasticity, and cross-sectional dependence
problems, which were determined as deviations from the basic assumptions in the
model. Table 2 shows the model analysis results.
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Table 2: Fixed Effects Estimator (Robust Standard Errors)

Variables B SE? t P
Degree Centrality 31.162 7.824 3.98 0.001
Betweenness 10.145 9.808 1.03 0.312
Board Size -720 .563 -1.28 0.214
Independent Member Rate 12.166 6.376 191 0.070
Female Member Rate -33.154 11.062 -3.00 0.007
Family Member Rate 34.150 5.645 6.05 0.000
The age of business group 1.780 195 9.13 0.000
Constant -52.845 7.554 -7.00 0.000
F Value 90.34 ***

R-sq 0.551

Robust standard errors have been reported. (***<.01).

When the results of the analysis are evaluated in general, Hypothesis 1
(B=31.162, p<0.01), developed as "The high degree of centrality of the Turkish
business group positively affects the number of foreign direct investment
activities"”, is accepted. Hypothesis 2, which states that the betweenness degree is
negatively associated with the internationalization (FDI) of Turkish business
groups, was not supported (f=10.145, p>0.05). Among the control variables, the
ratio of female members of the joint board of directors (p=-33.154, p< 0.01), the
ratio of members of the joint board of directors from the family (f=34.150,
p<0.001), and the age of the business group (= 1.780, p<0.001) have significant
results. The variable of the ratio of independent members of the joint board of
directors, on the other hand, has a positive effect at a lower significance level (f=
12.166, p<0.10).

5. CONCLUSION AND DISCUSSION

This research has been shaped around the question of whether the
network connections of Turkish business groups and their affiliates have an
impact on foreign direct investment activities and decisions. The study, which
seeks to answer this research question, aims to contribute to the understanding of
the important dynamics behind the headquarters’ FDI decisions and activities of
Turkish business groups. The findings of this research, which was carried out by
considering Turkish business groups and their affiliated businesses, show that the

295



KAUIIBFD Kongre Ozel Sayisi, 2022: 282-304

increase in degree centralization positively affects the FDI decisions and
activities of business groups. In other words, groups are seen as a way of coping
with the problems of poorly functioning market institutions in countries with
underdeveloped institutional contexts such as Turkey (Wright et al., 2005, p. 3;
Ataay, 2012, p. 75; Yiu et al., 2005, p. 183). It is seen that the central position
they have achieved with overlapping board networks has positive reflections on
the new FDI decisions. This finding may be related to the advantages of the
centrality position to the actors (Tsai & Ghoshal 1998; Freeman 1979; Ibarra
1993; Gargiulo & Benassi 1998; Thomas et al., 2007; Koka et al. 2006). It is seen
that this finding also overlaps with the evidence of the study conducted by Giiler
and Guillén (2010). According to these researchers, centralized actors can gain
superiority in many aspects such as obtaining the information needed in
internationalization, controlling their network, controlling resource flows at the
enterprise group level, and the potential to combine and exchange them with other
actors (affiliated enterprises). It is seen that these advantages of the degree
centrality have positive reflections on the internationalization of business groups.

Another important finding obtained within the scope of the research
shows that the betweenness at the level of the business group does not have any
effect on the FDI activities of the business groups. In support of this finding,
Guler, and Guillén (2010, p. 394) state that companies that benefit from
intermediation advantage in their own countries are less likely to invest abroad
by using these advantages. It can be said that this situation is closely related to
the fact that the contributions of the intermediary position developed in the parent
countries cannot be transferred to international contexts and are used less in
international decision activities (Guler & Guillén, 2010, p. 394; Shi et al., 2014).
The reason for this is the idea that intermediary activities are local (Burt, 2007)
and can be applied in existing networks of actors. Firms that have the advantages
of intermediation in their local networks cannot have regular information flow
and control advantages in foreign investments. Therefore, it is seen that this
advantage is not effective in making a new foreign direct investment decision for
Turkish business groups.

This research, like every research, has some limitations. The first of these
limitations can be shown as examining the social network structure (in the
dimensions of centrality and betweenness) by considering only overlapping
boards of directors. By examining the social network structure from many
aspects, such as commercial relations networks, supplier networks, international
cooperation networks, it will be possible to comment on FDI activities from a
broader perspective. Another limitation of the study is the use of only a
quantitative research method. In examining the effects of different network
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characteristics of business groups on internationalization decisions, it is thought
that studies using qualitative research methods can make remarkable
contributions to the field.
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