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ABSTRACT

Purpose - This paper examines the upwards trend of utilizing localization as a strategy by Multinational Enterprises in the energy sector. It is a
sector that is driven by the governments, due to the ever-growing need for survivability and sustainability in a world increasingly dependent on
energy.

Methodology - In-depth interview is the chosen method to obtain the critical opinions of small number of respondents who play a crucial role
for decision-making in a leading company that prefers to utilize localization. This data is collated into a content analysis to determine the factors
influencing it.

Findings- Localization from a global company engaging in renewable energy sector can be desirable, and indeed, profitable, insomuch as the
right conditions outlined by the interviewees are created.

Conclusion- It is the intent of the author to build the first step of a guide to attract more positive attention from MNEs to encourage more
technology transfer.

Keywords: Renewable energy, multinational corporation strategies, localization, government policies
JEL Codes: M38, F13, P28

1. INTRODUCTION

Globalization strategy has been one of the most important strategies of the Multinational Enterprises (henceforth MNEs) for
years. The term international strategy has been more concerned with the article of “The Globalization of Markets” by Theodore
Levitt. Thodore Levitt, who coined the term globalization (Feder, 2006), explains the importance of the global strategies that
should be applied by the MNEs focusing on the permanent growth. “Which strategy is better is not a matter of opinion but of
necessity” (Levitt, 1983). Albeit not easy to implement, these strategies are vital enough for these MNEs to take the risk and
spend their resources to improve their financial and non-financial conditions or even for survival in the harsh market
environment. With the help of easier international business and less economic obstacles between the countries let MNEs that
aimed higher expand their potential markets and allowed them to have more profit by not only making business in their own
country but also worldwide. According to Sachs Goldman (2003) and Vaclav (2012) emerging markets such as BRIC countries
would become more attractive for the MNEs located in developed markets. With the “expanding consumer bases, rising income
level and gradual opening to global trade” the MNEs provide a better potential and guarantee their future successes (Maha ,
Ignat, & Maha , 2010). Along with this strategy, the great benefits provided with the localization make it more attractive and
applicable for the MNEs. It has been argued that companies should emphasize localization strategies because adaptation to
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local norms is essential for the success of a new subsidiary, and in this context numerous benefits have been attributed to
localization in its various forms (Johri & Petison, 2008). Utilizing localization as a strategy has increased especially in the energy
sector, due to the ever-growing need for survivability and sustainability. Energy is defined as something essential that cannot be
substituted. With the developing technology and its irreplaceable products which causes all of us to dependent on them, energy
becomes more essential every day. It has turned into a vital element that is impossible to survive in the absence of it. Therefore,
governments have started to take energy needs into consideration when planning for the future and finding local sources of
energy as well as managing them became a priority in this context (Pamir, 2005). Hence, to provide the required level of energy,
not only MNEs but also governments have been working on the localization process for their energy needs. Following this
framework, renewable energy production is a new trend to provide a clean and sustainable energy. It appeals to both the
governments and entrepreneurs with a shorter pay-back time and longer lifetime of the investments, grabbing the attention of
private and governmental sectors alike (Serifsoy, 2019). This article aims to be an exploratory study that showcases the
dynamics of the localization strategy on the renewable energy sector. The MNEs’ strategies on the localization front will be
examined through one of the more well-known companies in the sector; ABB. Its approach to localization in renewable energy
sector and the governmental actions to prompt these responses will be highlighted. ABB as a company has had a long history in
electrification and various other forms of energy production, as well as a documented preference for localization where it is
possible, company interests permitting.

There are two different phases for the conducting of the research. The first phase is collecting all the necessary information
about the energy market of Turkey and the governmental position on the renewable energy with relevant policies. Primary and
secondary data is used in this stage to set the correct data. In the second stage, ABB is evaluated to ascertain how willing it is to
comply with localization strategy in a new and developing market; Turkey having been selected as the case study. ABB
executives who are directly involved and one of the determinants to achieve the success for the adaptation of the localization in
the renewable energy market in Turkey, are interviewed to accomplish this objective. In-depth interview is the chosen method
to get the critical opinions and the perspective of the small number of respondents who play a critical role for the determination
of the strategy of the aforementioned MNE. This data is collated into a content analysis to determine the behavior of a giant in
energy sector regarding localization. Also its counterpart, in this case the government, is examined as far as its behavior to
ensure that localization occurs. As ABB’s inner dynamics when countered with the Turkish government’s approach regarding
localization of renewable energy is examined in Serifsoy’s dissertation, one point remains partially incomplete: governmental
predictions for attracting investment from MNEs.

This article highlights the actions for the governments to consider the steps that need to be taken to secure foreign investments
coming through MNEs. Traditionally, governments offer incentives and tariffs to secure a MNEs interest in building plants and
producing with locally sourced materials, immaterial of the sector. In renewable energy sector, through shedding light on the
actions of ABB in regard to localization on this matter, this article is intended to be the first step of a guide for the government
to take appropriate actions in the future concerning the particular matter of localization in renewable energy sector. While
creating new regulations such as YEKA, understanding the preferences of MNEs and tailoring the incentives accordingly would,
no doubt, bring forth more of the investment that is aimed through these programs.

2. DATA AND METHODOLOGY

With an inductive approach, the article aims to clarify the dynamics of the localization from different sources with different
experiences. The strategy to have the data includes both primary and secondary. With the secondary data, the literature will be
reviewed to get initial knowledge not only about the strategy but also about the market and the sector. The strategy that is
used to get all the necessary data is determined as interview to get it from the primary sources. The most essential information
is taken from the managers of a global company that experiences the localization strategy in many ways. Due to the limitation of
the dedicated managers who play an active role in the decision-making stage of the localization strategy of the selected MNE,
unstructured in-depth interview plays an important role to get all that essential information in detail. As it is mentioned in the
Research Onion (Saunders, Lewis, & Thornhill, 2009), strategy should be defined to collect the required data. As it is an inductive
study and the main aim is to create an exploratory research, survey is a good way to collect the data from the primary sources in
detail. A structured short question and answer survey is not fully suitable to get all the information on this topic, because the
main aim is to clarify the path of the localization strategy in renewable energy market and provide inductive approach.
Unstructured interview is generally used for the exploratory studies to get more detailed information instead of receiving short
answers for the same questions. Instead of the quantity of the informants, quality matters to get the correct information. The
information is taken from the experienced informants by asking the questions according to the answers. Even though the main
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idea underneath the questions are similar, they vary. Although the interview is unstructured, and it needs to be like a face to
face conversation, some processes should be covered in advance.

The in-depth interviews that were conducted with the aforementioned managers occupying both global and local positions in
ABB, as well as a governmental employee of Turkish Republic, are collated into Tables 1 through 3 that are displayed below.
These executives are selected for the interviews due to the positions they occupy in ABB hierarchy, both on a local and on a
global level. Of the seven executives that are interviewed, all of them have localization experience on multiple levels on multiple
fronts. The executives that report to a global level, explored as a section, have experiences that encompass multiple countries,
such as Brazil and China, in their efforts of localization in renewable energy sector. Therefore, for them to analyze the compare
Turkey’s policies that of the other countries’ in this sector is a crucial part of the article. It is one of the points that this article
aims to prove that if the government indeed is looking for localization in the renewable energy sector; consequently, technology
transfer, there are steps that need to be taken in accordance with these executives’ vast experiences in other countries in
relevant positions. Tables 1 through 3 display the data gathered from the interviews to build the basis for later content analysis.
In these tables, the information on the interviewees, such as their attitude towards renewable energy or what they consider
success factors for strategies they applied in renewable energy sector are put into a matrix. These tables later on are turned into
a seven part content analysis. The content collected from these interviews is divided into seven different categories across every
interviewee with two sub-groups for each category in order to acquire a clear picture as to their concept of localization in
renewable energy industry and in turn, as to how necessary they consider it is (Erlingsson & Brysiewicz, 2017). The implications
inferred from each interview are gathered using the answers the interviewees have for the questions, defined in Appendix A,
and the points they intersected are highlighted throughout this section using the categories as a template to formulate upon. In
each category, the interviewees are divided into the sub-categories according to certain facts that have in common (e.g. the
type of engineering degree each interviewee has, whether or not they are Turkish citizens, or the level of reporting they do in
their respective organizations) as well as what can be inferred as common ground according to the answers they come up with
to same type of questions that are indicative of their mindsets and the relative levels they occupy in management. The following
parts explains in detail of all the seven categories and each sub category that they contain.

Table 1: Summary of Semi-Structured in-depth Interviews
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Table 2: Summary of Semi-Structured in-depth Interviews
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Table 3: Summary of Semi-Structured in-depth Interviews
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3. FINDINGS AND DISCUSSIONS

The in-depth interviews that were conducted with the aforementioned managers occupying both global and local positions in
ABB, as well as a governmental employee, are collated into the table that is displayed below. The content is divided into seven
different categories across every interviewee with two sub-groups for each category in order to acquire a clear picture as to
their concept of localization in renewable energy industry and in turn, as to how necessary they consider it is. Table 4 displays
these seven categories in a matrix, using the data gathered from the interviews and collated into the Tables 1 through 3. The
categories described in the Table 4 are explained in detail in the discussion sections below.
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Table 4: Classification of Content Analysis
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3.1. Schooling/Career Path

The first category indicates the department the executives of ABB, and the government employee have studied in and
specialized on. Although all engineers in trade, the managers interviewed differ in the departments they graduated from and
the topics they pursued later in their career paths. There are five electrical and or electrical/electronical engineers among the
interviewees, with three of them following other career paths such as a mechanical engineering specialization. When examined,
the interviews conducted by the five electrical and or electrical/electronical engineers display a tendency to focus on the more
technical side of the job and being concerned with the productivity along with the technical specifications of the renewable
energy issues. They are also the ones that have a more in-depth insight into renewable energy types and appear to discuss the
individual categories of wind, geothermal, solar, etc. energy more in detail. Of the three that have chosen to follow career paths
other than electrical and/or electrical engineering display a readier broader focus on renewable energy in general, rather than
the energy types and various technical focal points that inevitably arise.

3.2. Level of Reporting

The interviewees’ level of reporting was chosen as the second category to analyze the date gathered in the in-depth interviews.
Four of them work on a global scale rather than local, and as such, their primary reporting is done on a global basis. The other
four have positions that place them firmly within a certain country’s purview, in this case Turkey both for the ABB employees
interviewed and the YEGEM one. The differences in the reporting levels also demonstrate the angle they could look at the
various issues regarding localization question in renewable energy. The ones that work on a global level tend to look at the
bigger picture, with a broader understanding about how bottom line needs to be maintained in a company, as well as being
concerned about the potential losses that said company might suffer from in case of any mishaps regarding any technological
transfers, which have happened before as it was outlined on the China example of localization on renewable energy by Sakki. In
layperson’s terms, one might even say that the managers that are positioned more globally and higher up the food chain as it
were, have a less emotional outlook into losses and gains both for the country that localization would happen —in this case
Turkey- and the company in question, which happens to be ABB. The managers that have more local positions, i.e. reporting to
superiors still within the hierarchy of a specific country (in this case Turkey, such as Tezcan or Aydin) tend to have a perspective
that supports technology transfer in order to have Turkey gain more in long term. With this in mind, they support localization
outright for the development of highly technological products manufacturing as it will help the country to reach its industrial
aims of becoming more independent with locally sourced and produced goods.
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3.3. Nationality of The Interviewees

The third category to be discussed in detail is whether these managers are Turkish or foreigners. This affects the approach to
localization. Turkish people naturally have more at stake for benefact the country’s industrialization process, while the
foreigners gravitate to a more neutral perspective that favors whatever would help the company financially. So, if profitable,
localization would be pursued by this category, and not just because it is seen as a good thing for Turkish industry. As opposed
to this less emotional viewpoint, the Turkish managers in general (other than Sami Seving, who by the virtue of his more global
position has a broader outlook into business) uniformly support the localization efforts.

3.4. Place of Employment

There are seven managers employed by ABB in the interview roster, while one interviewee is employed in a governmental
institution. Kapgl, as a governmental employee, unilaterally is in favor of localization. In fact, none of the other interviewees’
words on the topic rival his emphasizing of the issue. The ABB managers, in contrast, while in favor of localization to certain
extent (depending on the other factors such as the global/local positioning on the company hierarchy) while still being
concerned with the bottom line for the company and other financial constructs inherent in running a business. Also, technology
transfer is still considered an issue by ABB managers, independent from the side of the line they stand regarding the situation.
For instance, for Sakki, technology transfer presents a real complication in localization efforts; but remaining ABB managers,
through different degrees, are cautiously optimistic or outright in favor of localization.

3.5. Relative Levels of The Executives

Another category is chosen as the level of the executives that conducted the interviews. While similar in nature to the second
category, this one separates itself from the other categories by offering insight into the perspective of managers by examining
their relative advancements in management. High level executives would have been thought to offer less support for
localization, as they tend to look into matters more broadly and less emotionally, while more of a medium level executive would
have been thought to have a more biased look due to not being able to see the bigger picture. The outliers here are Tiihonen
and Tezcan, seemingly departing from the level in management and the correlation it has with the supporting of localization. A
higher-level executive, Mr. Tezcan is firmly in the corner of the localization, while Tiihonen has more of a neutral outlook that
cautiously supports it, as long as it does not interfere with the profitability of the company. These outliers could be linked to the
nationalities of the men in question. As mentioned in the third category, the nationality tends to affect one’s outlook into
localization and its effects on the host country, whereas Tiihonen’s being a global level manager effects his perspective of
localization, as depicted in the second category.

3.6. Mindset of Executives

The sixth category shows the difference in thinking for the executives. The kind of mindset they have carry into their perspective
on localization. The managers with more technical mindset, focusing more on the technical aspects of the renewable energy
production as well as its types are equally divided in number with the ones that have more of a managerial mindset that
necessitates a different response. Again, in this category Sakki appears to be an outlier, supporting localization less optimistically
than the rest of the executives with technical mindset, which can be linked back to him being a foreigner and a global level
executive more than anything else. As for Kapgi, despite being more managerial in his attitude than the rest, he fervently
supports localization, which still is very much in tune with him being a government employee and his nationality.

3.7. Focus on the Renewable Energy

The last category to be discussed is the focus of the interviewees into renewable energy as a whole. While three executives have
chosen renewable energy as a career path, five of them are still using their expertise on other fields as well and this reflects in
their approach to the localization. The ones that focus on renewable energy exclusively have a narrower focus, resulting a
corresponding narrower perspective. For them, it is more about the market and becoming a supplier for everyone than investing
in a country as an individual company that has bids in the local renewable energy projects. The executives who have not
followed renewable energy as a career path but are at the forefront of running parts of a company that does get involved in it
have a broader vision regarding the topic. They are not just concerned with the sales but also government regulations,
investment opportunities and energy politics. From careful review of the existing literature on the subject and the analysis
conducted on the contents of the interviews, it can be inferred that localization is found beneficial for MNEs under right
conditions. When it is implemented as intended, the strategy can bring immense benefit to a company, as it is considered by the
executives of ABB. Nevertheless, it is conditional, not absolute, and does not have de facto set rules of application that can be

DOI: 10.17261/Pressacademia.2019.1037 101



Journal of Management, Marketing and Logistics -JMML (2019), Vol.6(2) p.95-102 Serifsoy, Ferman

implemented in every country by every company, hence the cautious but optimistic answer from most of the interviewees as
“yes, if profitable”. The conditions under which the profitability is achieved are covered in the sections for the categories the
interviewees and their views are examined. While literature showcases that localization, when applied correctly, can bring out a
lot of benefits; as a contrast, the executives interviewed have varied in their answers. While the ones that report on a local level
have answered with a resounding yes, the global level executives employed a more cautious outlook and identified the special
conditions where engaging in localization prove to be beneficial to their company. The factors that encourage the MNEs to
apply localization strategy have been extensively reviewed in the literature. The benefits of a steady and loyal supply chain, cost
cutting due to employing local personnel, the flexibility achieved with local R&D are just but a few selected advantages that
companies enjoy with well-applied localization strategy (Johri & Petison, 2008). The analysis of the interview content, while
supporting these findings, also cautions against the pitfalls of localization, such as the loss of valuable R&D data and
knowledgeable personnel via the inevitable technology transfer that Sakki emphasizes in his interview.

The disadvantages that localization brings about are a concern in regard to both the literature and the analysis of the interview
content. The crucial points that the MNEs should be concerned with are clarified as the R&D and personnel loss, as well as the
expatriates that work for the local branches in a different country. These issues, by and large, are touched upon the
interviewees with more managerial mindset and those who report at a global level. Government policies affect the localization
process in renewable energy sector greatly. With the incentives governments offer to MNEs comes the opportunity to thrive as
a company, but there are documented drawbacks if the localization process is not undertaken carefully, and it has the potential
to harm the company in different ways. All the managers interviewed also have mentioned the government policies and how it
shapes the efforts of the MNEs structure when penetrating the market.

4. CONCLUSION

Localization from a global company engaging in renewable energy sector can be desirable, and indeed, profitable, insomuch as
the right conditions outlined by the interviewees are created. In which sphere the company operates is needed to be
constructed carefully to create the right conditions under which a company penetrates a market and establishes dominance
thereof. These considerations that are established in the article are meant to become a guide for the future governmental
decisions that are taken to encourage localization in renewable energy sector. As pointed out extensively by the interviewees,
the governments are concerned with ensuring localization in renewable energy sector for a variety of reasons, most of which
are tied with the need to bring much needed technology transfer and boosting local economy with the added labor. In order to
achieve this aim, governments have an obligation to create ideal conditions under which global companies operate; so that they
consider investing locally in a country. The best way to achieve this is seen as bringing out tariffs and other capitulations a
country may provide global companies. And while this approach has seen a considerable amount of success in Turkey, the new
tariff policies that are to be crafted after 2020 should be more in tune with the needs and requirements of MNEs that operate in
this sector. This article, in this way, is intended as a first step of a guide for the government for policy making. To be able to
attract more investment from global companies in the renewable energy sector and encourage more technology transfer
despite the misgivings regarding the issue, the government should be more amenable to the perspective presented by the
global companies. This topic will benefit from more analysis pertaining to the relation between the government policies and the
private sector perspective, and further studies can shed light on the outline that the author of this article intends for the policy
making in renewable energy sector.
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APPENDIX A: IN-DEPTH INTERVIEW PROTOCOL

An Explatory Study on the Dynamics of Localization of Renewable Energy Industry Among the Managers of a Leading Company.

1)  Acknowledgement for the participation

2)  Introducing the interviewer

3)  General information about the interviewee

4)  Main purpose of the study

5)  Note Taking / Taping permission

6)  Summary of renewable energy issue (why, how and how much) regarding the world and specifically Turkey

7)  Attitude towards renewable energy use

8)  Strategy of the governments for renewable energy (tariffs, incentives and projects)

9) Renewable energy and localization strategy

10) ABB’s approach to renewable energy issue

11) ABB’s approach to localization strategy regarding renewable energy

12) Positive and negative consequences of localization strategy

13) Measure of success factors

14) Difficulties and obstacles localization strategy faces

15) Recipe of success for MNEs regarding the application of localization strategy in renewable energy Suggestions for
successful future endeavors for ABB
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