LEADERSHIP EXPERIENCE MEETS OWNERSHIP STRUCTURE:

RETURNEE MANAGERS AND INTERNATIONALIZATION OF EMERGING ECONOMY FIRMS

Abstract:

® How does returnee managers’ international leadership experience influence emerging economy firms’
internationalization? The internationalization process model suggests that international experience plays a
central role enabling firms’ internationalization moves. We propose that emerging economy firms can
accelerate their development of international experience — and hence their international commitments — by
grafting returnees with international leadership experience.

®  We hypothesize that such international leadership experience has a positive effect on firm
internationalization, and that this effect is strengthened by central-state ownership and private ownership,
but weakened by local-state ownership and foreign ownership.

®  Using eight-year (2001-2008) event-historical data from 164 Chinese electronic manufacturing firms, we
found empirical support to our theoretical arguments. Specifically, returnee managers’ international
leadership experience is positively associated with emerging economy firms’ likelihood of conducting
foreign direct investment, while for other forms of international experience no positive effect can be
detected.

®  Our analysis of moderation by firms’ ownership type finds that this positive association is strengthened by

central-state and private ownerships, but weakened by local-state and foreign ownership.
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INTRODUCTION
International experience of managers plays a central role in explaining the internationalization of business. In
particular, studies of the internationalization process model (IPM) suggest that knowledge about foreign markets
and international management enables firms to increase their commitment in foreign markets (Eriksson et al.
1997; Hadjikhani et al. 2014; Johanson and Vahlne 1977, 1990). While early IPM studies focus on the role of
experiential learning in building foreign market knowledge that drives firm internationalization processes
(Johanson and Vahlne 1977), recent studies incorporate a broader range of learning processes, such as
networking and vicarious learning by imitating (Clarke et al. 2013; Johanson and VahIne 2009; Meyer 2014;
Meyer and Thaijongrak 2013). This study contributes to the IPM by examining a specific channel for obtaining
experiential knowledge, namely the grafting of returnee managers as a source of organizational learning. Our
research question asks: What is the effect of the international leadership experience contributed by returnee
managers on firms’ internationalization, and how is that effect influenced by types of corporate ownership?

The process of knowledge accumulation in internationalizing firms can be accelerated by returnees that
help firms, especially those in emerging economies (EEs), to grow and to internationalize (Filatotchev et al.
2009; Kenney et al., 2013;Liu et al. 2010b; Saxenian 2005; Wright et al. 2008). In particular, returnee managers,
defined as individuals who gathered leadership experience abroad prior to returning to their home country, hold
high potential to contribute tacit knowledge. Local firms in EEs can access such tacit experiential knowledge
through recruitment of returnee managers in a process known as ‘grafting’, which helps organizations to
‘increase their store of knowledge by acquiring and grafting on new members who possess knowledge not
previously available within the organization’ (Huber 1991: 97). Grafting is often faster than knowledge
accumulation through experiential learning and more complete than knowledge accumulation through imitation
(Huber 1991). Since EE firms are typically latecomers in a ‘catch-up game’ in the global market (Cui et al. 2013;
Kumaraswamy et al. 2012; Mathews 2002; Young et al. 1996), they are likely to resort to grafting to accelerate
learning, and hence their internationalization process.

The relative advantage of grafting as a faster and more complete channel of organizational learning
depends on the effectiveness of the knowledge accumulation process. Specifically, the relevance, and thus value,
of externally sourced knowledge is contingent on the fit of that knowledge with the existing dominant logics and
values in the recipient organization (Asmussen et al. 2013; Schulz 2003). In EEs, organizations vary in
particular across different types of ownership, which reflect differences in resources and governance structures

(Bhaumik et al., 2010, Douma et al., 2006, Morck et al., 2008).
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We distinguish four prevalent types of ownership: central-state, local-state, private, and foreign
ownership. State ownership is widely represented in the corporate sector in many EEs, and substantially
influences the internationalization process of EE firms, especially in China (Cui and Jiang 2012; Meyer et al.
2014; Wang et al. 2012; Xia et al. 2014; Yamakawa et al. 2008). We differentiate state ownership at central and
local levels of governments, as they have been shown to carry different strategic objectives, governance
practices, and institutional resources (Chen et al. 2009; Li et al. 2014; Wang 2010). Private ownership has
grown in EEs as a result of continuous institutional reform and economic liberalization. Research found that the
distinct capability, structure, and competitive pressure of private firms motivate their pursuit of growth and their
quest for strategic assets overseas, and thus influence their internationalization process (Cui et al. 2013). Lastly,
foreign owners not only contribute important resources, but create pressures to enhance systems of governance
in EE firms, which has strategic consequences for their internationalization (Bhaumik et al. 2010; Hu and Cui
2013). We argue that returnee managers can achieve different levels of congruity with the strategic objectives
and resources in firms of different ownership, and hence the type of ownership moderates the effect of
international leadership experience on EE firms’ internationalization. Specifically, we hypothesize that
international leadership experience has a positive effect on firm’s likelihood of conducting FDI, and that this
effect is strengthened by central-state ownership and private ownership, but weakened by local-state ownership
and foreign ownership.

We empirically test our hypotheses in the context of outward foreign direct investment (FDI) by
Chinese listed firms. The Chinese context is appropriate and advantageous for several reasons. First, the rapid
rise of Chinese outward FDI from a competitive catch-up context (Cui et al. 2013) makes grafting (e.g.
recruitment of returnee managers) a particularly relevant channel of organizational learning and is a widely
debated theme in domestic business and policy debates (Kenney et al., 2013, Zweig et al., 2004). Second, the
Chinese context provides a great variety of firms with different TMT compositions (Liu et al. 2010a; Wright et
al. 2008) and ownership structures (Delios et al. 2006). Such variation allows us to statistically detect the
hypothesized effects. Lastly, the relative scarcity until recently of internationally experienced managers in China
presents an opportunity for an investigation of the internationalization of latecomer firms. Using data covering a
period of rapid growth of Chinese outward FDI (2001-2008), this study examines the effect of returnee
managers’ international experience both across firms and over time.

This study makes several contributions. First, we add to the IPM by providing new insights on a key

relationships suggested by the model, namely between experiential knowledge and international investment



decisions. Huber (1991) argues that, under time pressure, organizations frequently use grafting when aiming to
acquire new knowledge quickly. Grafting thus provides a channel to accelerate organizational learning, and
thereby firms’ internationalization, where catch-up pressures motivate firms to pursue faster ways of learning. In
so doing, we extend the relevance of the IPM to latecomer firms, who previously received little attention from
IPM researchers (Elango and Pattnaik 2011; Meyer and Thaijongrak 2013). Second, we examine the conditions
that facilitate or inhibit knowledge accumulation, which is pivotal to explaining internationalization processes,
but has not yet received due attention in the IPM literature (Powell and Rhee 2013). Specifically, the contingent
value of knowledge from various sources deserves more scholarly attention. We start this agenda by studying
the contingent value of returnee managers’ international leadership experience, which depends on the congruity
of the managerial knowledge created by that experience with the recipient organization. Third, this study also
contributes to the upper echelon literature on the impact of top management teams (TMTs) on firm strategy.
While several studies tested the direct effects of TMT characteristics on firm internationalization (e.g.,
Athanassiou and Nigh 2002; Carpenter and Frederickson 2001; Herrmann and Datta 2005; Sambharya 1996;
Tihanyi et al. 2000), the role of shareholders in supporting, confining, complementing, or substituting the TMT

contribution remains a significant research gap (Nielsen 2010).

RETURNEES AS A SOURCE OF MANAGERIAL KNOWLEDGE

International experience plays an important role for businesses eyeing international markets. Knowledge created
through such experience is critical for example for assessing business opportunities and risks, and for
implementing organizational processes in overseas operations. For example, Chinese firms face considerable
obstacles in their overseas operations because their leadership teams struggle to appreciate institutions they
encounter, for example, in Europe, such as media, trade unions, or competition law (Liu and Woywode 2013;
Meyer, 2014; Meyer et al., 2014). Such knowledge is often tacit and embedded in people and teams. Therefore,
it is hard to transfer across organizational boundaries, but may be acquired by bringing experienced individuals
or teams into an organization. The experiential nature of international business knowledge has been recognized
in many studies, for example in research on born global firms (Chetty et al. 2006, Sapienza et al. 2006) and on
international performance (Carpenter et al. 2004). However, such studies traditionally focus on expatriate
experience, while recent studies identified returnees as potentially important sources of new knowledge.

The potential contribution of returnees is most significant in countries that historically lacked access to

modern technology and internationally experienced managers. Thus, firms in EEs have been observed to recruit
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overseas returnees with technological expertise to enhance firms” R&D capabilities (Saxenian 2005; Wright et
al. 2008). Likewise, EE firms seek managerial know-how from returnees to overcome domestic shortages of
high caliber managerial personnel to not only enhance organizations’ general managerial capabilities but to
build specific capabilities that help their international activities (Filatotchev et al. 2009; Wright, 2007).

These issues are of particular importance in China, where internationally experienced managers remain
in short supply (Economic Information Daily 2012; Farndale et al. 2010; Ma and Trigo 2008; Zweig et al. 2004).
Locally known as ‘sea turtles’, increasing numbers of returnees with foreign education and work experience are
joining the country’s workforce (Ahlstrom et al. 2007; Saxenian 2005). Many returnees hold high level
qualifications such as PhDs in technical fields from leading European or US universities, and therefore are able
to create bridges to cutting edge technologies (Kenney et al. 2013; Zweig et al. 2004). Moreover, some returnees
acquired managerial skills and commercial knowledge (Dai and Liu 2009; Liu et al. 2010b; Wright et al. 2008)
as well as foreign network assets (Alon et al. 2011). Consequently, recent studies of high technology start-ups
firms in China have found that returnees enhance firms’ innovation (Filatotchev et al. 2011; Kenney et al. 2013;
Liu et al. 2010a), employment growth (Wright et al. 2008) and exports (Filatotchev et al. 2009); they even
create positive spillovers to other firms in the local community (Filatotchev et al. 2011). However, returnees
also face obstacles as the socio-cultural environment has changed while they were abroad, and they lack local
network relationships (Li et al. 2012). These obstacles can inhibit returnee entrepreneurs’ effectiveness, but
they could also create a push for them to pursue opportunities that link across countries.

Among returnees, returnee managers stand out as an elite group of individuals who have accumulated
business leadership experience abroad before returning to their home country. Their leadership experience,
compared to mere foreign education and general working experience, carries experiential knowledge that is
more relevant and fungible for EE firms to manage their internationalization process. Leadership experience
allows overseas Chinese to develop managerial skills such as communication, problem solving and innovative
thinking, which continue to be scarce in China (Kelly Services 2010). However, prior studies have rarely
differentiated the level of experience acquired overseas.

These capabilities potentially contributed by returnee managers are particularly sought by EE firms that
aim to catch up with global leaders. As ‘latecomers’ to internationalization, EE firms typically lack firm-specific
advantages that could be deployed in operations beyond their home countries (Rugman 2009) and hence use
internationalization, especially strategic asset seeking FDI, as a channel to catch up with international market

leaders (Cui et al. 2013; Li et al. 2013; Luo and Tung 2007; Yamakawa et al. 2008). Such catch-up strategies
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require EE firms to identify, acquire, and integrate strategic assets from foreign countries, which in turn require
foreign market knowledge and international management know-how. Due to competitive pressures, however,
they do not have the ‘luxury’ of time to build such knowledge through conventional experiential learning.
Learning by imitation may also be suboptimal as firms need different strategies to achieve their catch-up goals,
and consequently, what they can observe from others may not fit their own specific needs. In an IPM
perspective, these firms are using their financial resources to make large commitments at early stages of
internationalization, and they therefore need to be aggressive in building the operational competences to manage
international operations (Meyer and Thaijongrak, 2013). For them, a more effective way of obtaining
experiential knowledge is ‘grafting’ (Huber 1991) through recruitment of returnee managers with international
leadership experience.

Grafting has been recognized in the upper echelons literature as an important learning channel that
explains how TMT international experience supports firm internationalization (e.g. Carpenter and Fredrickson
2001; Sambharya 1996). Similarly, international experience is a pivotal concept in the IPM literature, which like
the upper echelon perspective is grounded in the behavioral theory of the firm (Cyert and March 1963). The two
perspectives are therefore consistent in terms of recognizing managers as knowledge carriers that can influence
the strategic decisions of firms, such as internationalization. Neither of these literatures however provides deep
insights into the contingencies of the acquisition of such experiential knowledge from externally recruited
managers (as knowledge source) to an organization (as knowledge recipient). Specifically, it remains unclear
whether the same managerial knowledge will deliver the same or different value in different organizational
contexts. The knowledge management literature suggests that the value of externally sourced knowledge is
contingent on the congruity of that knowledge with the recipient organization (Asmussen et al. 2013; Minbaeva
et al. 2014). In particular, different types of ownership represent the different strategic objectives, resources, and
governance practices of shareholders (Douma et al. 2006; Shleifer and Vishny 1997; Strange et al. 2009), and
thereby influence the level of knowledge congruity of returnee managers. We thus explore a shareholder
perspective to analyze the contingencies of returnee managers’ impact.

In summary, existent research highlights the significance of returnees in EE firms’ internationalization,
and more importantly, the need to integrate managerial international experience into the [PM research and to
explain under what contingencies such experience impacts firm strategies. Next, we develop hypotheses

regarding the effect of returnee managers’ international leadership experience on EE firms’ internationalization,



and its contingent value under central-state, local-state, private, and foreign ownership. These hypotheses are

then empirically tested while controlling for other sources of international experience.

HYPOTHESES DEVELOPMENT
Baseline Hypothesis: The Main Effect of Returnee Managers
The TMT of an organization is an important repository of experiential knowledge that not only enables the
implementation of business strategies but shapes decisions taken by the TMT for an organization’s future. As
emphasized in the upper echelons literature, experiences of members of the TMT shape firms’ strategies
(Carpenter et al., 2004), and international experience in particular is likely to significantly influence firm
internationalization strategy (Clarke et al. 2013, Nielsen 2010, Tan and Meyer 2010). The IPM literature has
explored deeper the relevant aspects of experiential knowledge emphasizing the importance of knowledge about
foreign business environments, knowledge about foreign institutional environments, and organizational and
management know-how for foreign operations (Eriksson et al. 1997).

Due to the tacit nature of such knowledge, the most relevant experiences for firm internationalization
are contributed by individuals who had direct interactions with foreign business and institutional environments
while managing a business operation, namely, returnee managers. For example, knowledge of how best to
engage with critical stakeholders such as media, trade unions and customers in foreign societies is to a high
degree tacit and difficult to appreciate without first-hand knowledge (Meyer, 2014). In contrast to the lengthy
process of experiential learning and the partial nature of learning by imitation (Huber 1991), recruiting returnee
managers provides relatively effective access to such tacit experiential knowledge.

International leadership experience of returnee managers can enhance firm’s likelihood of conducting
FDI for three reasons. First, managers’ cognitive mindsets are shaped by their experiences. International
leadership experience influences individuals’ perceptions and personalities and enhances their international
orientation (Gunz and Jalland 1996). With such experience, managers can overcome their inherent cognitive
biases toward home countries and develop an international outlook free from parochialism (Sambharya 1996).
Compared to domestically focused managers, returnee managers with a global mindset have broader cognitive
horizon and higher awareness of foreign business environment, and are therefore more likely to recognize and
capture business opportunities overseas (Herrmann and Datta 2002; Tan and Meyer 2010). Their international
orientation thus helps to legitimize and support geographical expansion of their firms through high commitment

modes such as FDI.



Second, returnee managers’ international leadership experience also helps decision makers in a TMT to
gain and utilize knowledge of foreign markets. IPM studies highlight the role of foreign market knowledge in
managing the general uncertainties associated with doing business overseas (Hadjikhani 1997; Johanson and
Vahlne 1977). Returnee managers thus enhance TMTs’ understanding of the cultural, economic, and
institutional environment of foreign markets. Enhanced understanding reduces perceived uncertainties and thus
enables decision makers to better predict costs and benefits of foreign operation more accurately and
consequentially acquire confidence of operating in foreign business environments (Herrmann and Datta 2002).
For example, prior international experiences can enable returnee managers to apply their knowledge of foreign
markets to new institutional contexts and build partnerships with distant customers (Saxenian 2006).

Third, through their international leadership experience, returnee managers can develop personal
networks to access information relevant to foreign market entry (Athanassiou and Nigh 2002). While managing
business operations overseas, they are directly exposed to communication and interaction with foreign suppliers,
customers, and other business stakeholders. They can develop personal relationships with key individuals, and
eventually build international networks that enable inter-firm coordination and cooperation and contribute to the
success of foreign operation (Daily et al. 2000). Moreover, their experience in building and maintaining
relationships in a foreign culture helps future network expansion. Both existing networks and capabilities to
build new ones enhance returnee managers’ ability to manage future foreign operations (Alon et al. 2011).

Returnee managers’ international leadership experience thus supports firm internationalization through
three complementary effects: global mindset, knowledge of foreign markets, and network resources. We thus
hypothesize that such experience facilitates internationalization:

Hypothesis 1: International leadership experience of an emerging economy firm’s top management team is

positively related to the likelihood of the firm conducting FDI.

Moderating Effects of Corporate Ownership

Organizations vary in their ability to integrate externally acquired knowledge (Asmussen et al. 2013; Grant 1996;
Minbaeva et al. 2014), including knowledge contributed by externally recruited managers. The contribution that
returnee managers can make therefore depends on the characteristics of the organization they join. In EE firms,
the ownership structure represents a critical factor influencing both knowledge absorption and key strategic
decisions such as internationalization (Keasey et al. 2005; Shleifer and Vishny 1997). Ownership structure

determines different shareholders’ relative powers in influencing firm strategic objectives and the types of



resources that shareholders may be able to share with the organization (Douma et al. 2006; Liu and Lu 2007;
Shleifer and Vishny 1997; Strange et al. 2009; Wang et al. 2008). As shareholders vary in their objectives and
resources (Strange et al. 2009), they influence the context for knowledge transfer from returnee managers. As
discussed above, we distinguish four types of ownerships that are most significant in the corporate sectors of EE
countries, namely central-state, local-state, private, and foreign ownership.

Ownership by central governments and their agencies remains common in many EEs. Such central-
state ownership provides the government with means of strategic control over selected sectors of their domestic
economy through for example capital allocation (Li et al. 2014). Central governments as shareholders can
increase invested firms’ values by supporting firms’ internationalization activities (Xue and Li 2010) because
outward FDI is expected to enhance the firm’s core competitiveness and thereby firm value in the long run (Luo
and Tung 2007; Tihanyi et al. 2003). This is consistent with broader government policy objectives such as
industry restructuring and raising the global competitiveness of national economy. In particular, central-state-
owned enterprises (or central SOEs) that operate in sectors strategically important to their respective country
often receive strong supports from the central government for their international business expansion (Luo et al.
2010; Yamakawa et al. 2008). In order to meet such strategic objectives, these central SOEs are ‘going global’
to seize opportunities abroad to foster their business growth while supporting economic development at home
(Buckley et al. 2008, Luo and Tung 2007). Rather than short-term return on investment, central SOEs receive
institutional incentives for long-term investment overseas to acquire technological and brand assets that will not
only support their own domestic operations but generate knowledge spillover effects to home country industries
(Liu et al. 2010b).

Given the high level of institutional support for long-term overseas commitment, returnee managers
can achieve a high level of congruity between their knowledge contributions and the strategic objectives and
institutional support of the central-state shareholders (Li et al. 2012). Their abilities to identify overseas market
and assets opportunities and to manage overseas operations for long-term strategic goals make their knowledge
input particularly valuable for central-state shareholders. In turn, the financial and policy supports from the
central government can facilitate the knowledge transfer from returnee managers by providing a supportive
corporate context that facilitates sharing of their international leadership experience. For example, SMIC
(Semiconductor Manufacturing International Corporation), a Chinese central SOE, has set up its TMT with a
large proportion of returnee managers to help the firm expand into Japan (SMIC Japan) and Europe (joint

venture with Accent S.r.1.). The firm aims to acquire technological assets and market intelligence through its
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FDIs to upgrade the Chinese semi-conductor industry. Under the majority ownership of central-state entities,
SMIC'’s returnee managers are given key decision making power in the TMT. For instance, the current CEO,
Qiu Ciyun, is a returnee manager with international leadership experience in organizations such as Silterra
Malaysia where he was the Chairman and COO, and in the Bell AT&T lab in New Jersey, United States, where
he was the managing director of the silicon research department.

Based on the high level of congruity of returnee managers’ experiential knowledge with the strategic
objectives and institutional support of central-state shareholders, we expect that such organizations more
effectively share and exploit international leadership experience to increases commitments in foreign markets:
Hypothesis 2: The effect of international leadership experience on firm’s likelihood of undertaking FDI is

positively moderated by the level of central-state ownership in the firm.

Local-state ownership carries objectives, resource endowments, and governance practices that are
significantly different from central-state ownership (Chen et al. 2009; Wang et al. 2012), and therefore their
roles in influencing firm internationalization process are likely to differ (Cui and Jiang 2012; Li et al. 2014).
Local authorities own firms for reasons different than those of central government; they are to support the
interests of the local economy and/or its political leaders. For example, in China, the policy of economic
decentralization exposed local-state-owned enterprises (or local SOEs) to the ownership reform differently than
central SOEs. Rather than long-term strategic objectives to boost national competitiveness, local SOEs primarily
focus on stabilizing and facilitating local economic growth through domestic revenue generation and
employment creation. While decentralization gives local governments more autonomy, they are also made more
responsibility for their own fiscal performance, hence, local government have less abundant resources that can
make available to firms. Compared to central SOEs, local SOEs are under more shareholder (i.e., local
governments) pressure to maximize short-term revenue with harder budget constraints due to less
comprehensive government financial backing (Li et al. 2014; Park et al. 2006), and they receive little
government support for internationalization. According to Luo et al. (2010), the FDI promotion policies and
support offered by the Chinese government remains centrally administered by a bureaucratic regime at the
national level. The combination of local SOEs’ obligation to sustain local welfare and restricted access to
resources constitute tangible financial constraints which reduce their tolerance for risk, thus encouraging a more
cautious approach to FDI (Li et al. 2014). Moreover, from a corporate governance perspective, while enjoying

higher autonomy, political representatives on the board of local SOEs likely lack a global mindset and are less
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effective in the supervision of management (Chen et al. 2009), potentially leading to rent seeking behaviors and
corruption which hinders firm internationalization.

These features of local-state ownership create a challenging environment for returnee managers to
transfer their knowledge. Harder budget constraints and revenue targets make local SOEs more likely to pursue
low risk operations that can generate tangible return in the short-term. The social and economic objectives of
local SOEs also make them more domestically focused, rather than global oriented. Accordingly, initiatives by
returnee managers to use their international experience to lead corporate change or international growth are
more likely to be stifled by a lack of organizational support. A case in point is Chery Automobile Co., Ltd, a
Chinese company primarily owned by local government of Anhui province. The company hired a returnee
manager, Kan Lei, who had managerial experience in Germany, as its deputy general manager in 2005. Rather
than utilizing his international leadership experience to help the company go abroad, Kan was appointed to lead
the firm’s domestic collaborations with foreign carmakers such as Visionary Vehicles, Chrysler, and Fiat. He
left the company in 2007, which made him the sixth senior executive returnee who left the company in less than
a year. News report suggests that these returnee managers were marginalized by local managers, and did not feel
their experience in this local SOE met their expectation. !

The lack of congruity between returnee managers’ experiential knowledge and local-state ownership
reduces the impact of the former’s international leadership experience:

Hypothesis 3: The effect of international leadership experience on firm’s likelihood of undertaking FDI is

negatively moderated by the level of local-state ownership in the firm.

Private ownership has shown prominent growth in EE corporate sectors despite the continued influence
of the state in the economy. Private ownership enables and rewards entrepreneurial risk taking in several ways.
First, privately owned firms typically operate in unrestricted and more competitive markets, which focus
management attention to the market environment (Carney et al. 2009). At the same time, they normally have
less access to direct government support, and thus are more vulnerable to market volatility and foreign
competition. Accordingly, they need to ensure their survival in market competition by being more proactive and
innovative. Due to this relative shortage of institutionally derived advantages, private firms face even greater
catch-up pressure than their state-owned counterparts, which leads to stronger motivation to acquire experiential

knowledge through grafting. Second, with less government constraints, private firms have considerably fewer

!'Source: http://auto.people.com.cn/GB/1050/5889015.html [accessed on December 18, 2013]
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deeply embedded routines and less cognitive complexity and structural rigidity, and in consequence enjoy more
operational autonomy and organizational flexibility than state-owned firms. This enables them to develop
superior organizing capability based on, for example, performance-based incentives (Child and Pleister 2003),
faster decision-making, and less rigid routines and practices burdened by social obligations (Liang et al. 2012).
Such autonomy and flexibility facilitate the pursuit of entrepreneurial activities, making private firms more
aggressive in their growth strategies (Peng et al. 2004) and more efficient and effective in strategy
implementation (Liang et al. 2012). Third, private firms are more ambidextrous in terms of leveraging home
country based strengths and exploring strategic assets overseas. While they may enjoy low-costs and business
networks which they can exploit in foreign markets (Luo et al. 2011), they also face adverse home country
institutions and residual market imperfections that push them to seek opportunities abroad (Boisot and Meyer
2008; Cuervo-Cazurra and Genc 2008). Hence, private firms have multiple advantages that support
entrepreneurial values and the pursuit of market opportunities overseas (Luo et al. 2011; Wright et al. 2005;
Zahra et al. 2000).

Returnee managers are likely to achieve high level of congruity between their experiential knowledge
and the entrepreneurial orientation of private shareholders. The higher organizational flexibility of private firms,
often in combination with learning advantages of newness (Autio et al. 2000), and more intensive catch-up
pressures (Liang et al. 2012), provide a more fruitful ground for externally grafted managers to transfer
knowledge and to develop their initiatives. The entrepreneurial environment supported by private ownership is
thus ideal for the acquisition, transformation, and implementation of new knowledge. Private ownership
therefore provides a favorable knowledge sharing environment for returnee managers as the integration of new
knowledge creates fewer conflicts with existing dominant logics, preempting the accommodation effect that
compromises the value of externally sourced knowledge (Asmussen et al. 2013). Recent cases demonstrate that
returnee managers are empowered to play central roles in firm internationalization under private ownership. For
example, Geely, a Chinese private carmaker, appointed Zhao Fuquan as its vice president in 2006. Zhao was a
returnee manager who held executive position with Daimler-Chrysler prior to his return to China, and was the
key decision maker and orchestrator of Geely’s high profile acquisition of Volvo in 2010. Tasly, a Chinese
private pharmaceutical company, recruited Dr Sun He, who was a senior executive of the US Food and Drug
Administration (FDA) for thirteen years. Dr Sun’s FDA experience provides Tasly much needed understanding
of the institutional requirements in the global pharmaceutical industry. Since his return in 2006, the company

has significantly accelerated its expansion into foreign markets in Asia, Europe, North America, and Africa.

12



Given the strong entrepreneurial orientation and the learning advantage of newness, private ownership
empowers returnee managers in firm’s internationalization process to fully realize the value of their
international leadership experience:

Hypothesis 4: The effect of international leadership experience on firm’s likelihood of undertaking FDI is

positively moderated by the level of private ownership in the firm.

Foreign shareholders perform important governance and resourcing roles that influence the
internationalization of EE firms even when holding a minority stake (Bhaumik et al. 2010; Hu and Cui 2013).
Compared to EE local investors, foreign shareholders tend to be experienced and capable investors who not only
actively engage in monitoring firm’s operation but also improve firms’ information transparency (Chen et al.
2002; Gul et al. 2010). Research found that firms tend to achieve better corporate governance and superior firm
performance as a result of their foreign ownership (Douma et al. 2006; Wang et al. 2008). The active and
effective governance role of foreign shareholders also suggests that they can exert strong influence over TMT
decision making, including firm internationalization decisions (Bhaumik et al. 2010). Apart from its governance
role, foreign shareholders also contribute intangible resources to their invested EE firms, especially in the form
of foreign market knowledge and international management know-how. Foreign shareholders can thus serve as a
linkage that facilitates EE firms’ learning about the international business environment (Elango and Pattnaik
2007; Mathews 2006), which ultimately enhances their ability to invest overseas (Hu and Cui 2013).

In such an organizational context, knowledge transfer from returnee managers to EE firms is likely to
face substitution effects because the recipient firms are likely to have alternative knowledge sources that
substitute for returnee managers’ international leadership experience. Foreign ownership in an EE firm indicates
that the firm already has certain linkage to foreign business environment and access to foreign market
knowledge, obtained either in the process of attracting foreign shareholders, or from the managerial input from
the foreign shareholders (Bhaumik et al. 2010). Compared with EE firms without foreign ownership, foreign
shareholder invested EE firms are more likely to draw on international business knowledge and network
resources internally, with less need of grafting on returnee manager’s leadership experience. In other words, the
knowledge potentially contributed by of returnee managers is likely to be already present in the organization,
courtesy of the foreign shareholders. Hence, in their review of experience effects in international business,
Clarke et al. (2013) point out that knowledge input from internationally experienced managers (e.g. returnee

managers) and internationally experienced firms (e.g. foreign shareholders) are substitutes for each other.

13



Accordingly, we expect that low knowledge congruity and the substituting effect of foreign shareholders limit
the impact of the experiential knowledge contributed by returnee managers:
Hypothesis 5: The effect of international leadership experience on firm’s likelihood of undertaking FDI is

negatively moderated by the level of foreign ownership in the firm.

METHODS
Sample and Data Collection
After China’s entry into the WTO in 2001, the country not only attracted increasing numbers of returnees, but
its outward FDI reached a take-off stage (Buckley et al. 2008; Cui and Jiang 2009; Morck et al. 2008). During
the period from 2001 to 2008, the annual FDI outflow from China increased over six times from 6.89 trillion US
dollars to 52.15 trillion US dollars. By the end of 2009, China was ranked the top FDI source country among all
EE countries and the fifth largest worldwide (UNCTAD 2010). This context thus provides a good opportunity to
study the impact of returnees on firms’ internationalization.

Our research sample consisted of all publically-listed Chinese firms in electronic manufacturing
industries. This industry accounts for a large proportion of Chinese outward FDI in the non-financial and non-
natural-resource sector, and is characterized with the level of TMT and ownership diversities desired for this
study. This industry is highly dynamic and competitive on a global scale, where Chinese firms face a more
challenging catch-up task and hence greater emphasis on grafting learning, than other industries with slower rate
of change. Unlike natural resource and financial industries which are of national strategic importance, electronic
manufacturing industry in China has been restructured to promote market competition and incentive
mechanisms, where firm strategic behaviors are less interfered by the government. Focusing on one industry
enables us to eliminate industry-level effects that may distort our regression analysis. We collected longitudinal
data to cover an eight-year period from 2001 to 2008. A total number of 164 electronic manufacturing firms
were listed on the Chinese stock market during 2001 to 2008, which form the sample of this study. Secondary
data on the sample firms were collected and combined from Bureau van Dijk’s Osiris database, Thomson’s SDC
platinum database, and individual firms’ annual reports of the eight-year period. Both Osiris and SDC platinum
databases have been widely used in the international business literature as they provide comprehensive and
reliable information on publicly listed firms (e.g. Bhaumik et al., 2010; Chakrabarti et al., 2007; Corredoira and
Rosenkopf, 2010). Triangulating these databases with original firm annual reports further enhances the

reliability and accuracy of our data. The information reliability of annual reports and the advantage of
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combining this original source with other secondary databases have been demonstrated in prior studies of

Chinese listed firms (e.g. Li and Qian, 2013)

Analytical Method

An event-history method was used to analyze the effects of returnee managers’ international leadership
experience on the likelihood of sample firms undertaking FDI in any given year. This analytical method models
the hazard rate — the likelihood that an event will be observed at time t, given that no event occurred prior to
time t (Allison 1984). Management researchers have used this method to study a variety of positive and negative
organizational events such as market entry (Li 1995; Thomas et al. 2007), market exit (Gaur and Lu 2007;
Perez-Batres and Eden 2008), and competitive actions (Yu and Cannella 2007). In this study, the focal events
refer to the FDI entries made by the sample firms during the eight-year observation period. Since an individual
firm can make multiple FDI entries during this period, the events in the data will be ordered (first entry, second
entry, and so on). Accordingly, to account for the possible repeated event within firm, we used the Anderson-
Gill event-history analysis procedure (Andersen and Gill 1982) to set up the data and test the hypotheses. Our
analytical model examines the log-transformed hazard rate of conducting FDI by a firm at each time of FDI

entry and at the end of the observation window (right-censoring):

ln{:;-((ﬂ:zﬂkx[xm (1)

where b (t) is the hazard rate of firm i at time ¢, hy (t) is the baseline hazard function, and Xk (t) is the
value of the k" covariate (independent variable) for firm i at time 7. The model estimation was achieved with the
STCOX procedure in STATA/SE 11.0. We used robust standard errors clustered within objects to correct for
heteroskedasticity. For time lag effect and to circumvent endogeneity, we introduced a one-year lag between the
explanatory variables and the event time. In a robustness test, we averaged the independent variables for the

observation period preceding each FDI entry (or right-censoring).

Variable Operationalization
Following the practice of existing event history studies (Greve 2010; Wowak et al. 2010), our dependent
variable is a dummy variable with a value of one if a FDI entry was made, and a value of zero if there was no

FDI entry and thus the observation is right-censored. Using the Cox proportional hazard model specified above,
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we estimate the hazard ratio (namely the likelihood of a firm conducting FDI relative to the baseline likelihood)
as a function of the independent variables.

Independent variable. Prior studies measured manager/CEO international experience based on the
number of years an individual has spent abroad on works and/or higher education, typically using US data
provided from Dun & Bradstreet’s Reference Book of Corporate Managements (e.g., Carpenter and Fredrickson
2001; Daily et al. 2000; Herrmann and Datta 2002; Sambharya 1996). Due to lack of detailed biographical
information of managers, studies of Asian firms mainly used alternative measures such as number or ratio of
managers with international experiences to operationalize managerial international experience (e.g., Nielsen
2010; Tan and Meyer 2010). In this study we identified returnee managers of a firm from its annual reports
through structured content analysis of the biographical description of TMT members disclosed in the annual
reports, following the procedures suggested by Jauch et al. (1980). In accordance with the definition of returnee
manager, we counted the number of TMT members who had international leadership experience from serving
senior executive roles overseas before returning to China, and calculated the ratio of returnee managers in a
firm’s TMT. We use this ratio as a measure of the international leadership experience of the firm’s TMT.

Moderating variables. Our moderating variables represent the four types of corporate ownerships that
are significant in Chinese firms, and are operationalized as the equity ownership percentage held by each type of
shareholder. Specifically, central-state ownership consists of equity ownership by the central government, its
ministries and bureaus including the State-owned Assets Supervision and Administration Commission (SASAC),
and central SOEs. Correspondingly, local-state ownership consists of equity ownership by the provincial and
local level governments, SASAC at the provincial and local levels, and local SOEs. Private ownership combines
equity ownerships held by private entities such as family-controlled business group and individual investors.
Foreign ownership combines equity ownerships of foreign strategic investors. Following Hu and Cui (2013),
foreign institutional investors are not included due to the pure financial nature of their investment objectives and
the very minor presence in Chinese listed firms. All firms’ ownership information was collected from the
“ownership structure” part of their annual reports, and our data coding was guided by Delios et al.’s (2006)
definition and categorization of corporate ownerships in Chinese listed firms.

Control variables. We controlled for factors at the environmental, firm, and TMT levels that may have
potential influence on firm’s FDI propensity. At the environmental level, home institutional environment,
especially the institutional development level, can influence firm internationalization. Although our sample

firms all share the same country-level institutional environment, provincial level institutional development differ
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substantially in China (Chen et al. 2010; Gao et al. 2010; Schotter and Beamish 2011). Following Shi
et al. (2012), we measure Sub-national institutional development by the province-level index of
marketization developed from the NERI (Fan et al. 2007). In addition, industry environment also
matters for firm internationalization. A high degree of environmental munificence may motivate firms
to focus on their home market and thus reduce internationalization. Following Keats and Hitt (1988)
and Fernhaber and Patel (2012), we regressed a natural logarithm of industry sales on time and took the
anti-log of regression coefficient to measure environmental munificence, which represents the period-
average industry growth rate.

At the firm level, the IPM suggests that firms can accumulate knowledge about foreign
markets and international management experientially, which in turn influences further
internationalization of the firm (Chan and Makino 2007; Chang 1995). Firms’ prior internationalization
can be in the forms of export and outward FDI. Following prior studies, we controlled firms’ export
ratio, which is the ratio of export sales to total sales, and the log transformed number of a firm’s past
FDI entries. Prior research suggests that firms can acquire international experience vicariously,
especially from networking with foreign firms through inward internationalization (Thomas et al. 2007).
Thus, we controlled this variable as the log transformed number of a firm’s international alliances, in
the form of joint ventures, located in the home country. Controlling for the above alternative channels
of international experience acquisition helps evaluate the effect of managerial international experience
in firms’ internationalization processes. In addition, we also controlled for firm-level resources that
may influence investment decisions. Specifically, we controlled for firm size measured by the log
transformed value of firm total assets, and used return on sales (ROS) to control for the possible effect
past performance may have on firm’s FDI propensity. We also controlled for financial leverage level
measured by debt-to-asset ratio of the firm which reflects its financing capability. Different forms of
ownership, as discussed above, were also controlled for in our empirical analyses.

At the TMT level, age may influence managers’ risk preferences (Bantel and Jackson 1989)
and consequentially their decision making. We measured TMT age as the average age of TMT
members. The level of TMT education, as an indicator of managers’ learning capability, should also be
controlled for because managers with higher learning capability are able to deal with more complex
situation and perceive less risk in foreign operation. This variable was measured by the average

education level of TMT members on ordered categories from ‘secondary education and below’ to
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‘doctorate’. Lastly, while we argue that managers’ international leadership experience is the most relevant and
valuable for firm internationalization, we controlled for managers’ general overseas experience, such as foreign
education and general working experiences, which may provide distant knowledge for firm’s
internationalization. This variable was measured at the ratio of TMT members with international non-leadership

(i.e., education and general working) experience.

RESULTS
Descriptive Statistics
Table 1 reports the descriptive statistics and Pearson correlations of the variables. We found fairly large
correlations between past FDI with leadership experience and firm size, and moderate to large correlations
among the ownership variables (see Table 1). Accordingly, we ran additional diagnostic measures to obtain the
variance inflation factor (VIF) and the matrix condition number. The largest VIF was below 4.8 and the
condition number is 5.1, both fell well beneath critical thresholds (Allison 1999). These results suggest that

collinearity between explanatory variables is not of major concern in our analyses.

[Table 1 goes about here]

Hypothesis Testing

We estimated proportional hazard models to test our hypotheses. Six models were tested, and their results are
reported in Table 2. A positive coefficient indicates a positive relation between the corresponding explanatory
variable and the likelihood of a firm conducting FDI. While all models were significant as evidenced by log
pseudo likelihood and model chi-square test results, the chi-square different tests and Akaike information
criterion suggest that models with independent variables are superior to the baseline model (model 0) with
control variables only. We also conducted a post-estimation test of the proportional-hazards assumption for each
model using the ESTAT PHTEST command in STATA. The tests returned insignificant results for all models,

rendering no evidence to reject the original assumption.

[Table 2 goes about here]
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Hypothesis 1was tested in model 1 where the independent variable, leadership experience, was added
to the baseline model. As expected, it had a positive coefficient (0.565) and was significant at 0.001 level. This
result supports hypothesis 1 which states that international leadership experience of a firm’s TMT is positively
related to the likelihood of the firm conducting a new FDI entry. In terms of effect size, adding leadership
experience into the Cox regression increased model chi-square by 18.7%, which is a significant change
(p<0.001). Marginal effect estimation suggests that adding a returnee manager to a typical eight-person TMT
can increase the FDI likelihood of the firm by up to 23%. Our hypothesis 1 thus received statistical and
substantial support.

The moderating effect hypotheses (Hypothesis 2 to 5) were tested in models 2 to 5 respectively. We
centralized the independent variables and moderating variables before calculating their interaction terms. As
shown in model 2, the interaction between leadership experience and central-state ownership is positive (0.611)
and significant (p<0.05). Following Xia (2011), we plotted this interaction effect in figure 1, which shows the
effect of leadership experience on the log hazard rate of FDI at the levels of central-state ownership one
standard deviation above and below its mean. The plots show a steeper regression line, suggesting a stronger
leadership experience effect, when central-state ownership is at a high versus a low level. We thus found support

for hypothesis 2 which states that central-state ownership positively moderate the leadership experience effect.

[Figure 1 goes about here]

Model 3 returned a negative interaction of leadership experience and local-state ownership (-0.227)

which was statistically significant (p<0.05). Plotting this interaction effect (see Figure 2) confirms that the effect

of leadership experience is weaker when local-state ownership is at a high level than when it is at a low level.

Hypothesis 3, which predicts a negative moderating effect of local-state ownership, is therefore also supported.

[Figure 2 goes about here]

Model 4 provided evidence for the moderating effect of private ownership. We expect private

ownership to strengthen the leadership experience effect on FDI likelihood. This was supported by a positive

interaction of leadership experience and private ownership (0.297) significant at p<0.01. Figure 3 shows the plot
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of this interaction effect, where an increase of private ownership from low to high level leads to an increase of

the slope of the regression line. Hypothesis 4 is therefore supported.

[Figure 3 goes about here]

Model 5 returned a negative interaction of leadership experience and foreign ownership (-0.199)
significant at p<0.01. Figure 4 shows the plot of this interaction effect. A high level of foreign ownership is
associated with reduction of the positive slope of leadership experience effect. As hypothesis 5 predicts, foreign
ownership negatively moderates the effect of leadership experience on firm’s FDI likelihood. This hypothesis is

also supported.

[Figure 4 goes about here]

Our tests also show some consistent results on some of the control variables. Both environmental
controls had consistent effects across all models. A high level of local institutional development, as evidenced
by high marketization index, will reduce the likelihood of firm internationalization, all else held constant. This
suggests that EE firms are less motivated to escape from home when there is a positive development of
institutional environment. Similarly, high environmental munificence will attract firms to local market
opportunities, thus reducing their FDI likelihood. Firm-level resources, reflected in firm size and past
performance, are positive factors supporting outward FDI. A closer look at model 1 results reveals that when
multiple channels of international experiences are tested together, the effect of grafting on managerial leadership
experience surpasses any of the other channels such as experiential learning through exporting and prior FDI, or
vicarious learning from foreign business networks through inward internationalization. This result is consistent
with our argument that in the catch-up context faced by many EE firms, grafting is a more effect organizational

learning approach to acquire international experience than experiential and vicarious learning.

Robustness Check
To check the robustness of our models, we used different model specifications to test the hypotheses. First,
instead of using month as the time interval to record time-to-event information, we tested our models on an

adjusted dataset that used quarter as the time interval. Second, instead of using one-year lagged variables, we
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used period averaged explanatory variables in the robustness tests. Using these different time boundaries for the
explanatory variables and the FDI event help circumventing endogeneity issues where the predictors and the
outcome are simultaneously caused by some common time-variant factor. Third, we used alternatively measures
for some control variables. For example, we used return on equity instead of return on sales as the measure of
past firm performance.

Following Tan and Meyer (2010), we also separated TMT general international experience into
international education and working (non-leadership position) experiences. As shown in Table 3, altering the
model specifications did not change the results on our main results. The support for our hypotheses appeared to
be robust. Results from model 1 in Table 3 suggests that, among three types of managerial international
experiences, only leadership experience had positive effect on firm internationalization, whereas education
experience was negative, which is consistent with the findings of Tan and Meyer (2010), and general working
experience was non-significant. These additional tests underscore our core argument that it is the tacit
knowledge associated with international leadership experience, rather than any sort of international experience,

that constitute the critical contribution of returnee managers.

[Table 3 goes about here]

DISCUSSION AND CONCLUSION
We have argued that firms can accelerate their organizational learning processes by grafting returnee managers
with international leadership experience. However, the contribution that these returnees actually make to a
firm’s internationalization depends on the congruity of their experiential knowledge with the recipient
organizations’ resources and capabilities as reflected in their ownership types. Our empirical analysis supports
this argument; specifically we find that international leadership experience — but not necessarily other forms of
international experience — increases the likelihood of a firm making an FDI, but this effect is moderated by the
type of ownership of the firm.

This study contributes to the theoretical literature by providing deeper insights into the impact of
international experience, a central construct in both the IPM and the TMT literatures. Specifically, we explain
why international leadership experience may be particularly critical, yet contingent on the recipient organization.
These insights are particularly relevant to the study of EE MNEs because grafting of external managers with

relevant experiential knowledge is particularly pivotal for firms under catch-up pressure to acquire international
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business knowledge quickly. Moreover, we contribute to two phenomena of particular interest to Chinese
Management researchers, namely the role of returnees in firm growth and internationalization, and the nature of

local SOEs.

Theoretical Implications for Internationalization Research

The questions of how firms acquire international experience and how such experience shapes firm
internationalization are of pivotal interest to international business research (Clarke et al. 2013), and the IPM
agenda in particular (Johansen and Vahlne 2009; Meyer and Thaijongrak 2013; Vahlne and Ivarsson 2014). We
advance this agenda by connecting the IPM literature with recent organizational learning literature (as suggested
by Powell and Rhee 2013) and offer insights to several lines of theoretical work in international business.

First, we enhance the understanding of the variety of channels through which experiential knowledge
of international business can be acquired. The recent IPM literature has acknowledged a wider array of
mechanisms by which firms can externally source knowledge supporting their internationalization (Gunawan
and Rose 2014; Johansen and Vahlne 2009; Meyer and Thaijongrak 2013). We identify returnees as a
potentially important source, and further argue that it is specifically those who acquired tacit knowledge through
managerial experience abroad that can contribute such knowledge. In other words, not every returnee can have
such an impact.

Second, we show that the impact of returnee managers’ knowledge contribution is influenced by the
characteristics of the recipient organization, specifically its corporate ownership. Thus, the value of tacit
knowledge from international leadership experience is contingent on its congruity with the objectives and
resources of a firm’s shareholders. Different types of ownership may support, confine, complement, or
substitute the knowledge contribution of from returnee managers. We believe that this argument can be
extended as knowledge integration from all kinds of external sources may be subject to the moderation of
different factors in the organizational context.

Third, we contribute to the flourishing research on EE MNEs by providing new insights on how the
IPM can enhance the understanding of such firms (following suggestions by Elango and Pattnaik 2011; Meyer
2014; Meyer and Thaijongrak 2013). EE firms have been characterized as latecomers that often adopt
unconventional approaches to internationalization, which are seemingly inconsistent with the gradual
internationalization processes described in the IPM (Child and Rodrigues 2005; Mathews and Zander 2007).

Our study shows that firms in a catch-up context pursuing accelerated and leapfrogging is consistent with core
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proposition of the IPM. Specifically, these firms employ innovative approaches to acquire international business
knowledge, which differ from the traditional experiential learning process observed in Western MNE:s at early
stages of their internationalization. EE firms may have financial resources to invest abroad, but they lack
knowledge on how to do business internationally, and on specific foreign markets. Yet, they need to acquire
such knowledge fast to support ambitious growth and catch-up goals. This difference in the competitive context
makes the knowledge contribution of returnee managers more salient than experiential learning and networking.
In general, this study suggests that the IPM can be regarded an overarching theoretical perspective
explaining the internationalization process of all firms. Three alternative mechanisms of acquiring international
business knowledge, namely experiential learning, networking, and grafting, enable firms to internationalize in
different fashion from gradual processes to accelerated and aggressive catch-up. Firms’ choice among these

alternatives is likely to be influenced by the context and stage of their internationalization.

Theoretical Implications for Chinese Management Research

Scholars of Chinese Management have been concerned with the contextual boundaries of existing management
theories, while exploring how phenomena observed specifically in China can best be analyzed using existing or
new theories (Meyer 2006; Tsui 2007; Whetten 2009). Our study touches on two phenomena of particular
relevance to scholars interested in how context shapes business phenomena and management practice, namely
returnee managers and local SOEs. This raises the question to what extent the phenomenon and its antecedents
are specific to China or can be generalized to other contexts.

With respect to returnee managers, we provide deeper theoretical grounding to recent studies by
highlighting the knowledge value of their international leadership experience, which stands out from the general
international experience of the returnees. In our view, the following of our insights related to returnee managers
can be generalized: a) the phenomenon exists, b) the phenomenon contributes to firm internationalization, and c)
such contribution is contingent on the structural characteristics of the recipient organization. First, prior studies
have observed returnees in firms in other emerging economies (Kenney et al. 2013; Saxenian, 2005) and, while
perhaps less common, even in UK-based start-ups (Meyer and Xia 2012). Second, the contribution of
international leadership experience that we predict has been derived from theoretical arguments grounded in
pertinent literature, therefore we would expect our Hypothesis 1 to apply also elsewhere. Third, the main

theoretical argument underlying our proposed moderation by ownership types also is based on theoretical
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insights regarding organizational structure and knowledge acquisition, and hence generalizable. In other words,
firms’ ability to integrate externally grafted knowledge will be contingent on ownership types in most contexts.

In contrast, the following insights may to a high degree be context specific (i.e. China-specific): a) the
magnitude of the direct effect, and b) the specific characteristics associated with different ownership types,
especially with local SOEs. First, China is a context where returnees are widely expected to make a particular
substantial impact because of the relative lack of a variety of skills and competences such as international
business experience, a legacy of the relatively recent opening of Chinese economy. Therefore, the knowledge
gap between individual returnees and TMTs they join in China is particularly large, which makes their potential
contribution particularly important, but also creates the possibility of communication gaps between returnees
and incumbent local leaders, especially in traditional enterprises. Second, the specific characteristics of firms in
different forms of ownership are moderated by their historical legacies and the institutional framework under
which they operate. Specifically, local government ownership in industrial enterprises is relatively rare in other
countries, and where it exists it may demonstrate quite different characteristics given the variations of
institutional processes under which it developed (Li et al., 2014). Therefore, the contingent effects of ownership
types that we hypothesized may not be found in exactly the same way in a different study context.

Our suggestions regarding context specificity and generalization in the previous two paragraphs invite
multi-country empirical testing using country- or subnational-level variables as moderators. Such multi-context
research would enhance not only our understanding of knowledge accumulation and its impact, but contribute to

the broader discussion on how and why an emerging economy context shapes firm strategies.

Limitations and Future Research Directions

Empirical limitations of this study lead to several future research directions. First, our measure of international
leadership experience is based on the analysis of biographical records. This provides a fine-grained measure at
the level of each top management team member. Future research may further improve on this by triangulating
such data with surveys directly addressed to these individuals. Second, the attitudes of different shareholders
towards EE firms’ internationalization may shift across time, especially given the on-going institutional change
in EE countries that influence not only the state shareholders but also others. Future research may incorporate
major institutional change into theoretical framework and empirical design to examine the dynamic influence of

ownership structure on the role of returnee managers.
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Third, the effect of managerial knowledge on organizational activities may be non-linear and dynamic.
For example, excessive knowledge from prior practices may restrain decision makers’ abilities to understand
their information environments and, thus, compromise their decision making (Walsh 1995). Although such a
concern may be less relevant in emerging economy contexts where firms are currently latecomers to
internationalization, future research can investigate the dynamic influence of experiential factors on a firm’s
decision making. When will managerial international leadership experience become a negative factor and
constrain firms’ internationalization, and what factors can prolong its positive effect? Future research can
explore such questions, taking into consideration both the comprehensiveness and the rigidity of returnee
managers’ knowledge structures.

Finally, we empirically investigated one selected industry to avoid distortions arising from industry-
level variations. This raises the question to what extend our findings are generalizable to other industries. We
have theoretically argued that the impact of returnees’ depends on their congruency with the strategies and
structures of their host organization. Such congruency is likely to vary also across industries. Our selected
industry, electronics manufacturing, is highly competitive and subject to few barriers to international trade and
investment, and hence offers amble opportunities for internationalization. The impact of returnee managers thus
is likely to be stronger in this industry than in industries that are more domestic in nature, such as utilities or

personal services.

MANAGERIAL IMPLICATIONS AND CONCLUSIONS

Our findings offer practical implications, especially for EE firms. Firstly, recruiting returnee managers can
promote EE firms’ internationalization process, and this can be especially important for firms aiming for fast
internationalization. Especially FDI, a high resource-commitment and high risk internationalization mode,
exposes latecomer EE firms to high degree of managerial challenges for which they have not yet build
experiential knowledge. When combined with catch-up pressure to leapfrog stages of internationalization and to
enter into economically and institutional distant markets, EE firms need to actively seek knowledge
contributions externally. Returnees offer such external knowledge, but firms need to separate the ‘real gems’
from the rest, as our findings show that only returnee managers with international leadership experience, rather
than mere education and/or general working experiences, positively contribute to firm internationalization.

Secondly, while returnee managers possess valuable knowledge that could help EE firms to go abroad,

not all firms are able to create conditions that enable returnee managers to contribute their experience, and
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enable the firm to fully utilize their knowledge. We find that leadership experience of returnee managers for
firm internationalization has more impact on firms’ internationalization in central-state owned and privately
owned firms, than in local-state owned and foreign owned firms. It is therefore particularly important for firms
to evaluate their strategic objectives and supporting resources, and their level of congruity with the potential
knowledge contribution from returnee managers, before they commit large amounts of resources to recruit
returnee managers. On the other hand, returnee managers should also consider the potential organizational fit

before making important career decisions on which organization to join upon their return.

ACKNOWLEDGEMENTS
This research is supported by funding from Australian Research Council (grant number DE130100860) and
University of International Business and Economics Networking and Collaboration Center for China's
Multinational Business. Klaus Meyer acknowledges support from China Europe International Business School
Research Center for Emerging Market Studies. We also thank the editor, two anonymous reviewers, and

participants at the 2012 Academy of International Business conference for their constructive comments.

26



References

Ahlstrom, D., Bruton, G. D., & Yeh, K. S. (2007). Venture capital in China: Past, present, and future. Asia
Pacific Journal of Management, 24(3), 247-268.

Allison, P. D. (1984). Event History Analysis.: Regression for Longitudinal Event Data. Beverly Hills, CA: Sage
Publications.

Allison, P. D. (1999). Logistic regression using the SAS system: Theory and application. Cary, NC: SAS
Institute.

Alon, 1., Misati, E., Warnecke, T., & Zhang, W. (2011). Comparing domestic and returnee female entrepreneurs
in China: Is there an internationalisation effect?. International Journal of Business and Globalisation,
6(3), 329-349.

Andersen, P. K. & Gill, R. D. (1982). Cox's regression model for counting processes: A large sample study.
Annals of Statistics, 10(4), 1100-1120.

Asmussen, C. G., Foss, N. J., & Pedersen, T. (2013). Knowledge transfer and accommodation effects in
multinational corporations: Evidence from European subsidiaries. Journal of Management, 39(6),
1397-1429.

Athanassiou, N., & Nigh, D. (2002). The impact of the top management team'’s international business experience
on the firm's internationalization: Social networks at work. Management International Review, 42(2),
157-181.

Autio, E., Sapienza, H. J., & Almeida, J. G. (2000). Effects of age at entry, knowledge intensity, and imitability
on international growth. Academy of Management Journal, 43(5), 909-924.

Bantel, K. A., & Jackson, S. E. (1989). Top management and innovations in banking: Does the composition of
the top team make a difference. Strategic Management Journal, 10(1), 107-124.

Bhaumik, S. K., Driffield, N., & Pal, S. (2010). Does ownership structure of emerging-market firms affect their
outward FDI? The case of the Indian automotive and pharmaceutical sectors, Journal of International
Business Studies, 43(3), 437-450.

Boisot, M., & Meyer, M.W. (2008). Which way through the open door? Reflections on the internationalization
of Chinese firms, Management Organization Review, 4(3), 349-366.

Buckley, P. J., Cross, A. R., Tan, H., Xin, L., & Voss, H. (2008). Historic and emergent trends in Chinese

outward direct investment. Management International Review, 48(6), 715-747.

27



Carney, M., Shapiro, D., & Tang, Y. (2009). Business group performance in China: Ownership and temporal
considerations. Management and Organization Review, 5(2): 167-193.

Carpenter, M. A., & Fredrickson, J. W. (2001). Top management teams, global strategic posture and the
moderating role of uncertainty. Academy of Management Journal, 44(3), 533-545.

Carpenter, M.A., Geletkanycz, M.A. & Sanders, W.G. 2004. Upper Echelons Research Revisited: Antecedents,
Elements, and Consequences of Top Management Team Composition, Journal of Management, 30(6):
749-778.

Chakrabarti, A., Singh, K., & Mahmood, 1. (2007). Diversification and performance: evidence from East Asian
firms. Strategic Management Journal, 28(2), 101-120.

Chan, C. M., & Makino, S. (2007). Legitimacy and multi-level institutional environments: implications for

foreign subsidiary ownership structure. Journal of International Business Studies, 38(4), 621-638.
Chang, S. J. (1995). International expansion strategy of Japanese firms: Capability building through sequential
entry. Academy of Management Journal, 38(2), 383-407.

Chen, C. J. P., Ding, Y., & Kim, C. (2010). High-level politically connected firms, corruption, and analyst
forecast accuracy around the world. Journal of International Business Studies, 41(9), 1505—1524.

Chen, G., Firth, M., & Xu, L. (2009). Does the type of ownership control matter? Evidence from China's listed
companies. Journal of Banking & Finance, 33(1), 171-181.

Chen, H., Hu, M. Y., & Hu, P. S. (2002). Ownership strategy of multinationals from ASEAN: The case of their
investment in Sino-foreign joint ventures. Management International Review, 42(3), 309-326.

Chetty, S., Eriksson, K., & Lindbergh, J., (2006). The effect of specificity of experience on a firm’s perceived
importance of institutional knowledge in an ongoing business. Journal of International Business
Studies, 37, 699-712.

Child, J., & Pleister, H. (2003). Governance and management in China’s private sector. International
Management, 7(3): 13-23.

Child, J., & Rodrigues, S. B. (2005). The internationalization of Chinese firms: A case for theoretical extension?
Management and Organization Review, 1(3), 381-410.

Clarke, J. E., Tamaschke, R., & Liesch, P. W. (2013). International experience in international business research:
A conceptualization and exploration of key themes. International Journal of Management Reviews,

15(3), 265-279.

28



Corredoira, R. A., & Rosenkopf, L. (2010). Should auld acquaintance be forgot? The reverse transfer of
knowledge through mobility ties. Strategic Management Journal, 31(2), 159-181.

Cuervo-Cazurra, A. & Genc, M. (2008). Transforming disadvantages into advantages: developing-country
MNE:s in the least developed countries. Journal of International Business Studies, 39(6): 957-979.

Cui, L., & Jiang, F. (2009). FDI entry mode choice of Chinese firms: A strategic behavior perspective. Journal
of World Business, 44(4), 434-444.

Cui, L., & Jiang, F. M. (2012). State ownership effect on firms' FDI ownership decisions under institutional
pressure: a study of Chinese outward-investing firms. Journal of International Business Studies, 43(3),
264-284.

Cui, L., Li, Y., & Li, Z. (2013). Experiential drivers of foreign direct investment by late-comer Asian firms: The
Chinese evidence. Journal of Business Research, 66(12), 2451-2459.

Cyert, R. M., & March, J. A. (1963). 4 behavioral theory of the firm. Englewood Cliffs: Prentice-Hall.

Dai, O., & Liu, X. (2009). Returnee entrepreneurs and firm performance in Chinese high-technology industries.
International Business Review, 18(4), 373-386.

Daily, C. M., Certo, S. T., & Dalton, D. R. (2000). International experience in the executive suite: The path to
prosperity? Strategic Management Journal, 21(4), 515-523.

Delios, A., Wu, Z. J., & Zhou, N. (2006). A new perspective on ownership identities in China's listed companies.
Management and Organization Review, 2(3), 319-343.

Douma, S., George, R., & Kabir, R. (2006). Foreign and domestic ownership, business groups, and firm
performance: Evidence from a large emerging market. Strategic Management Journal, 27(7), 637-657.

Economic Information Daily (2012). Global head hunter: The scarcity of executive talents in Chinese firms [in
Chinese]. December 3, 2012: http://dz.jjckb.cn/www/pages/webpage2009/html/2012-
12/03/content 52964.htm?div=-1 [Accessed on March 17", 2014]

Elango, B., & Pattnaik, C. (2007). Building capabilities for international operations through networks: a study of
Indian firms. Journal of International Business Studies, 38(4): 541-555.

Elango, B., & Pattnaik, C. (2011). Learning before making the big leap: Acquisition strategies of emerging
economy firms. Management International Review, 51(4): 461-482.

Eriksson, K., Johanson, J., Majkgard, A., & Sharma, D. D. (1997). Experiential knowledge and cost in the
internationalization process. Journal of International Business Studies, 28(2), 337-360.

Fan, G., Wang, X. L., & Zhu, H. P. (2007). Marketization Index in China: The Regional Process Report of 2006.

29



Beijing: Economic Science Press (in Chinese).

Farndale, E., Scullion, H., & Sparrow, P. (2010). The role of the corporate HR function in global talent
management. Journal of World Business, 45(2), 161-168.

Fernhaber, S., & Patel, P. (2012). How do young firms manage product portfolio complexity? The role of
absorptive capacity and ambidexterity. Strategic Management Journal, 33(13), 1516-1539.

Filatotchev, L., Liu, X., Buck, T., & Wright, M. (2009). The export orientation and export performance of high-
technology SMEs in emerging markets: The effects of knowledge transfer by returnee entrepreneurs.
Journal of International Business Studies, 40(6), 1005-1020.

Filatotchev, I., Liu, X., Lu, J., & Wright, M. (2011). Knowledge spillovers through human mobility across
national borders: Evidence from Zhongguancun Science Park in China. Research Policy, 40(3), 453-
462.

Gao, G. Y., Murray, J. Y., Kotabe, M., & Lu, J. (2010). A ‘strategy tripod’ perspective on export behaviors:
evidence from domestic and foreign firms based in an emerging economy. Journal of International
Business Studies, 41(3), 377-96.

Gaur, A. S., & Lu, J. W. (2007). Ownership strategies and survival of foreign subsidiaries: Impacts of
institutional distance and experience. Journal of Management, 33(1), 84-110.

Grant, R. M. (1996). Prospering in dynamically-competitive environments: organizational capability as
knowledge integration. Organization Science, 7(4), 375-387.

Greve, H. R. (2011). Fast and expensive: The diffusion of a disappointing innovation. Strategic Management
Journal, 32(9), 949-968.

Gul, F. A, Kim, J.-B., & Qiu, A. A. (2010). Ownership concentration, foreign shareholding, audit quality, and
stock price synchronicity: Evidence from China. Journal of Financial Economics, 95(3), 425-442.

Gunavan, J. & Rose, E.L. (2014). Absorptive capacity development in Indonesian exporting firms: How do
institutions matter? International Business Review, 23(1): 45-54.

Gunz, H. P., & Jalland, R. M. (1996). Managerial careers and business strategies. Academy of Management
Review, 21(3), 718-756.

Herrmann, P., & Datta, D. K. (2002). CEO successor characteristics and the choice of foreign market entry
mode: An empirical study. Journal of International Business Studies, 33(3), 551-569.

Herrmann, P., & Datta, D. K. (2005). Relationships between top management team characteristics and

international diversification: An empirical investigation. British Journal of Management, 16(1), 69-78.

30



Hadjikhani, A. (1997). A note on the criticisms against the internationalization process model. Management
International Review, 43-66.

Hadjikhani, A., Hadjikhani, A. 1., & Thilenius, P. (2014). The internationalization process model: a proposed
view of firms’ regular incremental and irregular non-incremental behaviour. International Business
Review, 23(1), 155-168.

Hu, H. W., & Cui, L. (2013). Outward foreign direct investment of publicly listed firms from China: A
corporate governance perspective. International Business Review, doi: 10.1016/j.ibusrev.2013.11.003.

Huber, G. P. (1991). Organizational learning: The contributing processes and the literatures. Organization
Science, 2(1), 88-115.

Jauch, L. R., Osborn, R. N., & Martin, T. N. (1980). Structured content analysis of cases: A complementary
method for organizational research. Academy of Management Review, 5(4): 517-525.

Johanson, J., & Vahlne, J.-E. (1977). The internationalization process of the firm: A model of knowledge
development and increasing foreign market commitments. Journal of International Business Studies,
8(1), 23-32.

Johanson, J. & Vahlne, J.-E. (1990). The Mechanism of Internationalization. International Marketing Review,
7(4): 11-24.

Johanson, J., & Vahlne, J. E. (2009). The Uppsala internationalization process model revisited: From liability of
foreignness to liability of outsidership. Journal of International Business Studies, 40(9), 1411-1431.

Keasey, K., Thompson, S., & Wright, M. (2005). Corporate Governance: Accountability, Enterprise and
International Comparisons, London: Wiley.

Keats, B. W., & Hitt, M. A. (1988). A causal model of linkages among environmental dimensions, macro
organizational characteristics, and performance. Academy of Management Journal, 31(3), 570-598.

Kelly Services (2010). Kelly Services 2010 China Key Talent Capability Report [in Chinese]. published on
Harvard Business Review (Chinese edition). September 14, 2010:
http://www.hroot.com/contents/238/175292 html [Accessed on March 17, 2014]

Kenney, M., Breznitz, D. & Murphree, M. (2013). Coming back home after the sun rises: Returnee
entrepreneurs and growth of high tech industries, Research Policy, 42(2): 391-407.

Kumaraswamy, A., Mudambi, R., Saranga, H., & Tripathy, A. (2012). Catch-up strategies in the Indian auto
components industry: Domestic firms’ responses to market liberalization. Journal of International

Business Studies, 43(4), 368-395.

31



Li, HY., Zhang, Y., Li, Y., Zhou, L.A. & Zhang, W.Y. (2012). Returnees versus locals: Who perform better in
China’s technology entrepreneurship? Strategic Entrepreneurship Journal, 693): 257-272.
Li, J.T. (1995). Foreign entry and survival: Effects of strategic choices on performance in international markets.

Strategic Management Journal, 16(5), 333-351.

Li, J.T., & Qian, C. (2013). Principal-principal conflicts under weak institutions: A study of corporate takeovers

in China. Strategic Management Journal, 34(4), 498-508.

Li, M., Cui, L., & Lu, J. (2014). Varieties in state capitalism: Outward FDI strategies of central and local state
owned enterprises from emerging economy countries. Journal of International Business Studies,
advance online.

Li, Y., Peng, M. W., & Macaulay, C. D. (2013). Market-political ambidexterity during institutional transitions.
Strategic Organization, 11(2), 205-213.

Liang, X., Lu, X., & Wang, L. (2012) Outward internationalization of private enterprises in China: The effect of
competitive advantages and disadvantages compared to home market rivals. Journal of World Business,
47(1), 134-144.

Liu, Q., & Lu, Z. J. (2007). Corporate governance and earnings management in the Chinese listed companies: A
tunneling perspective. Journal of Corporate Finance, 13(5), 881-906.

Liu, X., Lu, J., Filatotchev, 1., Buck, T., & Wright, M. (2010a). Returnee entreprencurs, knowledge spillovers
and innovation in high-tech firms in emerging economies. Journal of International Business Studies,
41(7), 1183-1197.

Liu, X., Wright, M, Filatotchev, 1., Dai, O., & Lu, J. (2010b). Human mobility and international knowledge
spillovers: evidence from high-tech small and medium enterprises in an emerging market. Strategic
Entrepreneurship Journal, 4(4), 340-355.

Liu, Y.P. & Woywode, M. 2013. Light-Touch Integration of Chinese cross-border M&A: The influences of
culture and absorptive capacity, Thunderbird International Business Review, 55(4): 469-483.

Luo, Y., Xue, Q., & Han, B. (2010). How emerging market governments promote outward FDI: Experience
from China. Journal of World Business, 45(1), 68-79.

Luo, Y., & Tung, R. (2007). International expansion of emerging market enterprises: A springboard perspective.
Journal of International Business Studies, 38(4), 481-498.

Luo, Y., Zhao, H., Wang, Y., & Xi, Y. (2011). Venturing abroad by emerging market enterprises: A test of dual

strategic intents. Management International Review, 51(4): 433-459.
32



Ma, S., & Trigo, V. (2008). Winning the war for managerial talent in China: An empirical study. Chinese
Economy, 41(3), 34-57.

Mathews, J. A. (2002) Competitive advantages of the latecomer firm: A resource-based account of industrial
catch-up strategies. Asia Pacific Journal of Management, 19(4), 467-488.

Mathews, J. A. (2006). Dragon multinationals: New players in 21st century globalization. Asia Pacific Journal
of Management, 23(1): 5-27.

Mathews, J. A., & Zander, 1. (2007). The international entrepreneurial dynamics of accelerated
internationalisation. Journal of International Business Studies, 38(3), 387-403.

Meyer, K. E. (2006). Asian management research needs more self-confidence. Asia Pacific journal of
management, 23(2), 119-137.

Meyer, K. E. (2014). Process perspectives on the growth of emerging economy multinationals. In R. Ramamurti
& A. Cuervo-Cazurra (Eds.), Understanding multinationals from emerging markets. Cambridge
University Press.

Meyer, K.E. Ding, Y, Li, J. & Zhang, H. (2014). Overcoming distrust: How state-owned enterprises adapt their
foreign entries to institutional pressures abroad. Journal of International Business Studies, advance
online.

Meyer, K.E., & Thaijongrak, O. (2013). The dynamics of emerging economy MNEs: How the
internationalization process model can guide future research. Asia Pacific Journal of Management,
30(4), 1125-1153.

Minbaeva, D., Pedersen, T., Bjrokman, 1., & Fey, C.F. (2014). A retrospective on: MNC knowledge transfer,
subsidiary absorptive capacity, and HRM, Journal of International Business Studies, 45(1): 52-62.

Morck, R., Yeung, B., & Zhao, M. (2008). Perspectives on China's outward foreign direct investment. Journal
of International Business Studies, 39(3), 337-350.

Nielsen, S. (2010). Top Management Team Internationalization and Firm Performance: The Mediating Role of
Foreign Market Entry. Management International Review, 50(2), 185-206.

Park, S. H., Li, S., & Tse, D. K. (2006). Market liberalization and firm performance during China's economic
transition. Journal of International Business Studies, 37(1), 127-147.

Peng, M. W., Tan, J., & Tong, T. W. (2004). Ownership types and strategic groups in an emerging economy.

Journal of Management Studies, 41(7), 1105-1129.

33



Perez-Batres, L. A. & Eden, L. (2008). Is there a liability of localness? How emerging market firms respond to
regulatory punctuations. Journal of International Management, 14(3), 232-251.
Powell, K. S., & Rhee, M. (2013). Experience in different institutional environments and foreign subsidiary
ownership structure. Journal of Management, doi: 10.1177/0149206313506465
Rugman, A. M. (2009). Theoretical aspects of MNEs from emerging economies. In R. Ramamurti & J. V. Singh
(Eds.), Emerging Multinationals in Emerging Markets: 42-63. New Y ork: Cambridge University Press.
Sambharya, R. B. (1996). Foreign experience of top management teams and international diversification
strategies of U.S. multinational corporations. Strategic Management Journal, 17(9), 739-746.
Sapienza, H., Autio, E., George, G., and Zahra, S. (2006). A capabilities perspective on the effects of early
internationalization on firm survival and growth. Academy of Management Review, 31, 914-933.
Saxenian, A. (2005). From brain drain to brain circulation: Transnational communities and regional upgrading
in India and China. Studies in Comparative International Development, 40(2), 35-61.
Saxenian, A. (2006). The new Argonauts: Regional advantage in a global economy. Cambridge, MA: Harvard
University Press.
Schotter, A., & Beamish, P. W. (2011). General manager staffing and performance in transitional economy
subsidiaries: a subnational analysis. International Studies of Management & Organizations, 41(2),
55-87.
Schulz, M. (2003). Pathways of relevance: Exploring inflows of knowledge into subunits of multinational
corporations. Organization Science, 14(4), 440-459.
Shi, W., Sun, S., & Peng, M. (2012). Sub-national institutional contingencies, network positions, and IJV
partner selection. Journal of Management Studies, 49(7): 1221-1245.
Shleifer, A., & Vishny, R. W. (1997). A survey of corporate governance. The Journal of Finance, 52(2), 737-
783.
Strange, R., Filatotchev, 1., Lien, Y.C., & Piesse, J. (2009). Insider control and the FDI location decision:
Evidence from firms investing in an emerging market. Management International Review, 49, 433-454.
Tan, D. C., & Meyer, K. E. (2010). Business groups' outward FDI: A managerial resources perspective. Journal
of International Management, 16(2), 154-164.
Thomas, D., Eden, L., Hitt, M., & Miller, S. (2007). Experience of emerging market firms: The role of cognitive
bias in developed market entry and survival. Management International Review, 47(6), 845-867.

Tihanyi, L., Ellstrand, A. E., Daily, C. M., & Dalton, D. R. (2000). Composition of the top management team

34



and firm international diversification. Journal of Management, 26(6), 1157-1177.

Tihanyi, L., Johnson, R. A., Hoskisson, R. E., & Hitt, M. A. (2003). Institutional ownership differences and
international diversification: The effects of boards of directors and technological opportunity. Academy
of Management Journal, 46(2), 195-211.

Tsui, A.S. (2007). From homogenization to pluralism: International management research in the academy and
beyond, Academy of Management Journal 50(6): 1353-1364.

UNCTAD. (2010). World Investment Report 2010: Investing in a Low-Carbon Economy. New York and
Geneva, Switzerland: UN.

Vahlne, J.E. & Ivarsson, I. (2014). The globalization of Swedish MNEs: Empirical evidence and theoretical
explanations, Journal of International Business Studies, 45(3): 227-247.

Walsh, J. P. (1995). Managerial and organizational cognition: Notes from a trip down memory lane.
Organization Science, 6(3), 280-321.

Wang, C., Hong, J., Kafouros, M., & Wright, M. (2012). Exploring the role of government involvement in
outward FDI from emerging economies. Journal of International Business Studies, 43(7), 655-676.

Wang, C. L., Siu, N. Y., & Barnes, B. R. (2008). The significance of trust and renging in the long-term
orientation of Chinese business-to-business relationships. Industrial Marketing Management, 37(7),
819-824.

Wang, J. W. (2010). A comparison of shareholder identity and governance mechanisms in the monitoring of
CEOs of listed companies in China. China Economic Review, 21(1), 24-37.

Whetten, D.A. (2009). An Examination of the Interface between Context and Theory Applied to the Study of
Chinese Organizations, Management and Organization Review, 5(1): 29-55.

Wowak, A. J., Hambrick, D. C., & Henderson, A. D. (2011). Do CEOs encounter within-tenure settling up? A
multiperiod perspective on executive pay and dismissal. Academy of Management Journal, 54(4), 719-
739.

Wright, M. (2007). Venture capital in China: A view from Europe. Asia Pacific Journal of Management, 24(3),
269-281.

Wright, M, Liu, X., Buck, T., & Filatotchev, 1. (2008). Returnee entrepreneurs, science park location choice and
performance: an analysis of high-technology SMEs in China. Entrepreneurship Theory and Practice,
32(1), 131-155.

Wright, M., Hoskisson, R. E., Filatotchev, 1., & Peng, M. W. (2005). Strategy research in emerging economies:

35



Challenging the conventional wisdom. Journal of Management Studies, 42(1), 1-33.

Xia, J. (2011). Mutual dependence, partner substitutability, and repeated partnership: the survival of
cross-border alliances. Strategic Management Journal, 32(3), 229-253.

Xia, J., Ma, X., Lu, J. W., & Yiu, D. W. (2014). Outward foreign direct investment by emerging market firms:
A resource dependence logic. Strategic Management Journal, doi: 10.1002/sm;j.2157

Xue, Q., & Li, Q. (2010). Internationalization under the influence of institutional investors: Empirical evidence
from china's 2004-2007 listed manufacturing. International Business (Guoji Shangwu Yanjiu), 1, 17-26.

Yamakawa, Y., Peng, M. W., & Deeds, D. L. (2008). What drives new ventures to internationalize from
emerging to developed economies? Entrepreneurship Theory and Practice, 32(1), 59-82.

Young, S., Huang, C. H., & McDermott, M. (1996) Internationalization and competitive catch-up processes:
Case study evidence on Chinese multinational enterprises. Management International Review, 36(4),
295-314.

Yu, T. Y. & Cannella, A. A. (2007). Rivalry between multinational enterprises: An event history approach.
Academy of Management Journal, 50(3), 665-686.

Zahra, S. A., Neubaum, D. O., & Huse, M. (2000). Entreprencurship in medium-size companies: Exploring the
effects of ownership and governance systems. Journal of Management, 26(5), 947-976.

Zweig, D., Changgui, C., & Rosen, S. (2004). Globalization and transnational human capital: Overseas and

returnee scholars to China. The China Quarterly, 179, 735-757.

36



Table 1: Descriptive statistics, Pearson correlations, and VIFs

Pearson Correlations'

Variables

1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16
1 Leadership experience (LE) 1.00
2 Local marketization index -0.06 1.00
3 Environmental munificence -0.27 0.16 1.00
4 Firm size 0.41 -0.09 -0.14 1.00
5 Performance (ROS) 0.08 0.12 -0.03 -0.15 1.00
6 Financial leverage (D/A ratio) 0.09 0.01 0.00 0.13 -0.38 1.00
7 Domestic IV 0.06 0.03 0.05 0.29 -0.09 0.04 1.00
8 Export ratio 0.21 0.25 -0.07 0.07 0.17 -0.14 -0.04 1.00
9 Past FDI 0.53 0.15 -0.11 0.63 0.02 0.12 0.20 0.25 1.00
10 Central-state (CSO) -0.06 -0.18 -0.05 -0.05 0.00 -0.01 0.21 -0.05 -0.10 1.00
11 Local-state (LSO) -0.02 -0.22 0.02 0.20 -0.13 0.01 0.00 -0.16 -0.08 -0.15 1.00
12 Domestic private (DPO) -0.08 0.27 0.01 -0.41 0.23 -0.08 -0.18 0.12 -0.10 -0.21 -0.76 1.00
13 Foreign ownership (FO) 0.27 0.13 0.00 0.27 0.07 0.01 0.00 0.21 0.25 -0.07 0.03 -0.20 1.00
14 Average age 0.07 0.00 0.09 0.17 -0.03 -0.09 0.02 0.06 0.04 0.11 0.31 -0.36 0.20 1.00
15 Average education level 0.22 0.10 0.09 0.14 0.19 -0.09 0.18 0.12 0.23 -0.05 -0.08 0.01 0.26 -0.16 1.00
16 General overseas experience 0.06 0.20 0.04 0.29 0.05 0.03 0.08 0.17 0.39 0.03  -0.04 -0.07 0.33 0.03 0.22 1.00
Mean 1.61 9.28 1.26 2094 4.51 50.40 0.12  18.29 0.48 294  22.87 32.15 6.06  45.80 1.82 1.73
Standard Deviation 4.06 1.96 0.04 1.37 11.61 40.85 0.32  25.68 0.80 11.39 2495 28.63 1231 3.57 0.67 4.22
Variable Inflation Factor 1.75 1.34 1.18 2.37 1.36 1.26 1.25 1.24 2.56 1.74 3.97 4.80 1.49 1.34 1.33 1.42

Note 1: |corr[>0.14 significant at 0.05 level (2-tailed), |corr[>0.18 significant at 0.01 level (2-tailed), |corr>0.23 significant at 0.001 level (2-tailed)
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Table 2: Hypotheses testing results

Andersen—Gill Cox regression model

Model 0 Model 1 Model 2 Model 3 Model 4 Model 5

Environmental control

Local marketization index -0.861*** -0.725%** -0.704*** -0.780*** -0.794*** -0.826***

Environmental munificence -0.979*** -0.853*** -0.822** -0.906*** -0.943*** -0.855%**
Firm financial control

Firm size 0.592%* 0.652* 0.683* 0.662%** 0.625* 0.667*

Performance (ROS) 0.474%* 0.477* 0.470* 0.485* 0.502* 0.443*

Financial leverage (D/A ratio) -0.003 -0.316 -0.325 -0.167 -0.063 -0.047
Firm internationalization control

Domestic IJV 0.147 0.176 0.002 0.132 0.175 0.147

Export ratio 0.2587 0.089 0.110 0.110 0.020 0.163

Past FDI 0.562%* 0.211 0.209 0.186 0.246 0.060
Firm ownership control

Central-state (CSO) -0.229 -0.304 -0.553F 0.271 -0.307 -0.320

Local-state (LSO) -0.233 -0.361 -0.360 -0.204 -0.269 -0.369

Domestic private (DPO) 0.184 0.100 0.062 0.144 0.075 0.094

Foreign ownership (FO) 0.244* 0.103 0.066 0.188 0.227 0.408*
Top management team control

Average age -0.092 -0.131 -0.137 -0.230 -0.205 -0.177

Average education level -0.078 -0.247 -0.140 -0.273 -0.307 -0.331

General overseas experience -0.69471 -0.631 -0.624 -0.562 -0.583 -0.664
Main effect of returnee managers

H1: Leadership experience (LE) 0.565%** 0.679%** 0.551%** 0.629%** 0.771%**
Firm ownership moderating effects

H2: LE x CSO 0.611*

H3: LE x LSO -0.227*

H4: LE x DPO 0.297%**

H5: LE x FO -0.199**
Akaike information criterion (AIC) 406.993 396.407 395.995 395.131 391.992 392.478
Log pseudo likelihood -188.496 -182.204 -180.998 -180.565 -178.996 -179.239
Model ¥? 155.47%%* 184.48%*** 200.24*** 203.17%** 192.01*** 215.89%**
A y? N/A 29.0] *** 44, 777%** 47.70%** 36.54%** 60.42%**
Number of observations 218 218 218 218 218 218

Fp<0.10, * p<0.05, ** p < 0.01, *** p < 0.001 (two-tailed)
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Table 3 Robustness test results

Andersen—Gill Cox regression model

Model 0 Model 1 Model 2 Model 3 Model 4 Model 5

Environmental control

Local marketization index -0.906*** -0.723** -0.691** -0.860*** -0.825%** -0.807**

Environmental munificence -1.107*** -1.033*** -0.987*** -1.155%** -1.151%** -1.023***
Firm financial control

Firm size 0.572* 0.591* 0.621* 0.600** 0.563* 0.588%*

Performance (ROE) 0.913%** 0.986%** 1.017%** 1.149%** 1.062%** 0.939%**

Financial leverage (D/A ratio) -0.131 -0.377 -0.393 -0.179 -0.178 -0.178
Firm internationalization control

Domestic 1IJV 0.061 0.084 -0.160 0.008 0.076 0.044

Export ratio 0.341 0.068 0.103 0.057 -0.016 0.047

Past FDI 0.783 %% 0.522% 0.545* 0.529* 0.611%** 0.391
Firm ownership control

Central marketized state (CMSQO) -0.161 -0.249 -0.528 -0.232 -0.275 -0.268

Local marketized state (LMSQO) -0.140 -0.347 -0.338 -0.172 -0.288 -0.387

Domestic private (DPO) 0.052 0.042 -0.090 -0.082 -0.130 -0.074

Foreign ownership (FO) 0.271% 0.064 0.022 0.216 0.228 0.357*
Top management team control

Average age -0.080 -0.089 -0.109 -0.236 -0.168 -0.116

Average education level -0.089 -0.3167 -0.171 -0.35971 -0.403* -0.3791

Overseas education experience -1.219** -1.316** -1.346** -1.256** -1.236** -1.499%**

Overseas working experience -0.210 -0.151 -0.146 -0.173 -0.201 -0.127
Main effect of Returnee Managers

H1: Leadership experience (LE) 0.604** 0.741%** 0.619%** 0.675%** 0.837%**
Moderating effects

H2: LE x CMSO 0.780**

H3: LE x LMSO -0.322**

H4: LE x DPO 0.289*

H5: LE x FO -0.220*
Akaike information criterion (AIC) 401.460 390.518 388.949 385.787 386.657 386.929
Log pseudo likelihood -184.730 -178.259 -176.474 -174.894 -175.328 -175.464
Model ¥? 171.82%** 215.10%** 259.69%** 216.46*** 236.52%** 235.81%**
A y? N/A 43.28%%* 87.87%** 44 .64%** 64.70%** 63.99%**
Number of observations 218 218 218 218 218 218

Tp<0.10, * p<0.05, ** p < 0.01, *** p < 0.001 (two-tailed)
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Figure 2 Moderating Effect of Local-state Ownership
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Figure 3 Moderating Effect of Private Ownership
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Figure 4 Moderating Effect of Foreign Ownership
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