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Twice as smart? The IMPORTANCE of MANAGERs’ formative-Years’ INTERNATIONAL EXPerience FOR THEIR INTERNATIONAL ORIENTATION AND FOREIGN acquisition decisions
This study examined how top management team’s (TMT) international orientation influences perceptions of environmental uncertainty and how these perceptions impact international strategic decisions, in particular regarding ownership stakes taken in foreign acquisitions. We highlighted the need for the concept of TMT international orientation to encompass executives’ formative-years’ international experiences along with their international career experiences and nationalities. Empirical tests based on a sample of 2122 international acquisitions completed by 561 UK firms over the period of 1999-2008 showed that TMT international orientation positively moderated the negative impact of cultural differences and host country risk on acquisition ownership stakes. The results underscored the importance of considering decision-makers’ attributes due to their experiences at a young age, beyond their demographic characteristics or professional experience, in the context of international strategic choices. We also discussed some implications of one of the possible consequences of executives’ formative international experience, namely biculturalism, for international business.
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As globalization progresses and companies are ever more present in foreign markets, international experience becomes an indispensable yet still rare resource in the executive suite (Daily et al., 2000, Carpenter et al., 2001). Indeed, prior research showed that managers’ international career experience plays an important role in their strategic decisions. It helps them to spot and act upon opportunities in foreign markets, as well as to understand and manage local peculiarities, such as differences in cultural and institutional environments, business practices, and consumer needs and preferences (e.g., Herrmann and Datta, 2006; Johnson et al., 2006; Levy et al., 2007; Sambharya, 1996; Tihanyi et al., 2000). Scholars also argued that international strategic decisions depend on executives’ national cultural values and the mix of nationalities represented in TMTs (Nielsen and Nielsen, 2011). In this paper, we investigate a third and thus far under-researched aspect of executives’ international orientations which may influence their international strategic decisions: their international experience in formative years.


The importance of considering if and how this type of experience matters is underscored by recent demographic trends, which indicate a marked increase in the population of individuals who have been exposed to more than one culture from childhood. For instance, more than 13% of UK population and 12% of US population are foreign-born (UK Annual Population Survey, 2009; US Census, 2010), up from about 10% in both countries a decade before, and globally 40% more than in 1990 (The Economist, 2011). About 15-20% of these UK and US subpopulations are below the age of 24. In the US, minorities are expected to exceed 50% of the total population sometime around 2040, and the proportion of those who report they belong to more than one race is to double to about 4% by 2050 (Ortman and Guarneri, 2009). Many more are second- or later-generation migrants, or temporal migrants brought up outside of their usual country of residence, or individuals of mixed ethnic background. 

Such individuals have experienced living abroad and possibly internalized more than one cultural schema, effectively becoming bicultural in the latter case. Prior research showed that their formative cross-cultural experiences, and in particular biculturalism, have important implications for their psychological functioning and well-being (e.g., Benet-Martinez et al., 2002; LaFromboise et al., 1993; Tadmor et al., 2009). Yet, so far little is known about them as top executives. Do they have skills useful for today’s complex international activities and cross-cultural contexts? Do their experiences contribute to TMT international orientation and international strategic decisions?

In an attempt to begin bridging this gap, in this study we take a closer look at the impact of executives’ formative-years’ international experience on some of the most visible and complex strategic decisions they take: those regarding international acquisitions. Acquisitions have been the dominant mode of foreign direct investment over the past two decades (UNCTAD, 2010). Paralleling this trend, acquisitions have attracted significant scholarly attention in several research fields (see Haleblian et al., 2009, and Barkema and Schijven, 2008, for recent literature reviews). These literatures identified multiple factors influencing acquisition behavior and performance, including aspects of business environment, firm and deal characteristics, and managerial characteristics such as experience, cognition, and personality (Haleblian et al., 2009). The importance of the latter set of factors is particularly striking when viewed through the lens of upper echelons theory with its key premise that executives have a profound impact on firms’ strategic decisions (Hambrick and Mason, 1984; Hambrick, 2007; Li and Tang, 2010). 

We combine insights from these literatures to arrive at novel explanations of acquisition decision determinants. First, we argue that the concept of TMT international orientation is usefully extended to encompass executives’ international experiences in formative years, along with their prior international career experiences and national cultural backgrounds (compare Nielsen and Nielsen, 2011). We then address the key research question of our paper regarding the impact of executives’ international orientations on how they may perceive their ability to manage complex international acquisitions at various levels of environmental uncertainty in the form of host country risk and cultural differences. We hypothesize that executives’ international formative-years’ and career experiences as well as foreign nationalities in TMTs positively moderate the negative impact of host country risk and cultural differences on stakes acquired in foreign targets. 

We tested our hypotheses on a sample of 2122 international acquisitions completed by 561 UK firms over the period of 1999-2008. Most interestingly, the empirical results were consistent with one of the key ideas in our study: TMTs with executives who have been exposed to multiple cultures from an early age may have a unique repertoire of skills and attitudes which make them particularly effective in cross-cultural situations, diminishing the negative impact of cultural differences on foreign acquisition ownership stakes.

Our study makes the following contributions to international business (IB) and upper echelons literatures. First, we highlight the importance of considering executives’ attributes due to their experiences at a young age, beyond their demographic characteristics or professional experience, as determinants of their strategic orientations. Specifically, we show how international formative-years’ experience influences executives’ perceptions of environmental uncertainty, and therefore how it impacts foreign acquisition decisions. Second, we examine explicitly how international experience at a young age and beyond may lead to reduction of perceived uncertainty. This adds to prior literature which made a similar point without formally examining the moderating effect of experience on uncertainty (e.g., Herrmann and Datta, 2005, 2006; Sambharya, 1996, Tihanyi et al., 2000). We further expand this argument to include the moderating effect of foreign nationals in TMTs. Third, by focusing on the three elements of TMT international orientation and its moderating impact on perceived uncertainty, we add to the limited body of research into determinants of foreign acquisition ownership stakes (e.g., Chari and Chang, 2009; Chen and Hennart, 2004), and by extension to entry mode choice research (e.g., Herrmann and Datta, 2006; Nielsen and Nielsen, 2011).  Finally, we contribute to the emergent research which utilizes multilevel methodologies to explain international ownership strategies (e.g., Nielsen and Nielsen, 2011), in particular by accounting for the cross-nested structure of the data and by including cross-level interactions. 
BACKGROUND THEORY

Uncertainty and the strategic role of executives

Paradoxically, uncertainty is a fairly certain feature of strategic decisions. While upper echelons scholars make this assumption ever since Hambrick and Mason’s (1984) influential work, IB scholars, starting from Hymer (1976) and Johanson and Vahlne (1977), highlight that international contexts present managers with uniquely high levels of uncertainty beyond what would be experienced in a purely domestic setting. The list of the sources of uncertainty in IB is long. Uncertainty may be due to, among others, country-level economic factors, institutional distance, political hazards, as well as company-level and individual-level factors such as physical, cognitive, and psychic distance, cultural differences, liability of foreignness, and relational hazards associated with lack of local connections and difficulties associated with managing relationships at a distance (Blomstermo et al., 2004; Delios and Henisz, 2003; Gaur and Lu, 2007; Miller, 1992; Zaheer, 1995). Uncertainty is of particular concern in decisions which imply significant resource commitments, such as foreign acquisitions (Chari and Chang, 2009; Folta, 1998). Hence, high levels of uncertainty cause internationalizing firms to act particularly cautiously, for instance by choosing relatively low-commitment foreign entry modes before uncertainty is resolved (e.g., Chari and Chang, 2009; Cuypers and Martin, 2010; Johanson and Vahlne, 1977; Morschett et al., 2010). Uncertainty may be resolved over time, with firms’ increasing market-specific knowledge, as well as experience with international expansions in general and with specific entry modes (Barkema et al., 1996; Delios and Henisz, 2003; Johanson and Vahlne, 1977). 


According to scholars representing the upper echelons tradition, boundedly-rational managers take strategic decisions which are inherently complex and characterized by ambiguity and uncertainty. Hence, managers’ cognitions, personalities, and experiences, or their ‘orientations’, as well as their personal views and biases, become reflected in their decisions (Finkelstein et al., 2008; Hambrick, 2007; Hambrick and Mason, 1984; Hiller and Hambrick, 2005; Li and Tang, 2010). This happens because managerial characteristics limit the range of contextual phenomena to which attention is paid, and influence how these phenomena are interpreted and perceived (Carpenter et al., 2003; Hambrick, 2007; Hambrick and Mason, 1984). The influence of executive orientation on strategic decisions and outcomes is especially strong under high uncertainty and when managers enjoy significant latitude of action (Carpenter and Fredrickson, 2001; Crossland and Hambrick, 2011). Under such conditions, executives, who typically have high core self-evaluations and tend to be overconfident, often choose ‘quantum’ large-stake initiatives rather than incremental initiatives (Hiller and Hambrick, 2005; Li and Tang, 2010; Pillai, 2010). Furthermore, under conditions of uncertainty firms tend not to rely solely on capabilities of any single executive, but rather on collective cognitions and abilities of the entire TMT (Carpenter and Fredrickson, 2001; Hambrick & Mason, 1984; Lee and Park, 2008). Examples of - relatively scarce - research in the IB field which adopted upper echelons perspective include studies regarding firm international involvement (Carpenter and Fredrickson, 2001; Carpenter et al., 2003; Herrmann and Datta, 2005; Lee and Park, 2006; Sambharya, 1996), foreign entry mode choice (Herrmann and Datta, 2006; Nielsen and Nielsen, 2011), formation of international alliances (Lee and Park, 2008), and expansions into new geographic areas (Barkema and Shvyrkov, 2007).  

The idea that executives’ views of uncertainty influence their decisions is of particular relevance for our study. While there is a broad agreement in IB literature regarding types of uncertainty associated with international strategic decisions, only some of these uncertainties can be assessed in a relatively objective way, for instance based on well-established methodologies such as in the case of common indicators of country risk. Yet, the logic of upper echelons theory suggests that different managers will perceive even the objectively measurable uncertainty differently, through the filters of their experiences, values, and personalities. Hence, there is a need to bring executive orientation, and in particular its international dimension, to the forefront of research into determinants of international strategic decisions (compare Nielsen and Nielsen, 2011). 

Executive international orientation 

Upper echelons literature defines executive orientation as “a person’s interwoven set of psychological and observable characteristics” (Finkelstein et al., 2008, p. 49). The psychological elements include values, cognitive models, and aspects of personality, and are a function of observable characteristics like one’s work experience or education (Carpenter et al., 2004; Finkelstein et al., 2008). In the context of international strategic decisions, executives’ international experience is a source of, among others, their abilities to manage in complex cross-border settings, their uncertainty perceptions, confidence, and risk-taking behavior (e.g., Carpenter et al., 2003; Herrmann and Datta, 2005, 2006; Sambharya, 1996; Tihanyi et al., 2000). International experience may also lead to the development of global mindsets which allow executives to ‘think locally and act globally’ (Gupta and Govindarajan, 2002; Levy et al., 2007; Sambharya, 1996; Tung and Miller, 1990). Furthermore, through their international encounters managers may build useful networks of local contacts (Blomstermo et al., 2004) and internal advice networks (Athanassiou and Nigh, 1999). Thus, prior international experience adds to executive’s abilities and self-confidence, and aids in formulating and implementing international strategies (Tung and Miller, 1990). 

Scholars also suggested that executives’ national cultural values influence their strategic decisions or indecisions (e.g., Geletkanycz, 1997; Hitt et al., 1997), and that cultural diversity among a firm’s top managers may enhance its international strategic orientation (Nielsen and Nielsen, 2001), in particular in the cognitive aspect (Gupta and Govindarajan, 2002).
 Foreign nationals may bring a variety of perspectives and interpretations to team decisions, improved understanding of differences across countries, deep knowledge of their home country environments, a wealth of individual members’ home country connections, all of which contributes to TMT international orientation (Elron, 1997; Greve et al., 2009; Herrmann and Datta, 2005; Nielsen and Nielsen, 2011). Hence, executives’ national cultural backgrounds are an important observable characteristic which ought to be accounted for when considering their (international) orientations and ultimate strategic decisions, above and beyond their international experience (Nielsen, 2010; Nielsen and Nielsen, 2011; see also Lee and Park, 2008).

While executives’ international orientations at the individual level as well as the team level may be enhanced through formal education and training, work experience abroad, and interactions with individuals from other cultures within and outside of companies, there are also other sources of executive orientation so far understudied in upper echelons literature or its extensions to the international context. One type of them are the formative influences from family and social environments in which individuals have been brought up. For example, psychology-based research into executives’ self-evaluations, which are argued to be reflected particularly strongly in strategic decisions under uncertainty, observed that self-evaluations are in part shaped during formative years, and only adjusted by later experiences and life events (Hiller and Hambrick, 2005; Li and Tang, 2010). Psychology research also suggested that persons who live at the juncture of two (or more) cultures, for instance because they were born in one culture and raised in another or because they are of mixed ethnic background, perceive themselves as belonging to both cultures (LaFromboise et al., 1993). Such individuals tend to understand their two cultures well, and may develop unique and complex cognitive representations, higher-order cognitive processes, and/or behavioral abilities which help them to function across cultures (Benet-Martinez et al., 2002; Hong, 2010; LaFromboise et al., 1993; Tadmor et al., 2009). 
Hence, very recently has the literature taken an interest in the role that individuals described as biculturally-oriented may play in business contexts (e.g., Brannen and Thomas, 2010; Hong, 2010). Such individuals have the ability to access and use the cultural systems that have shaped their identity (Hong et al., 2000; Tadmor et al., 2009). This ability to ‘switch frames’ helps them to develop unique, complex and integrated cultural cognitive schemas (Benet-Martinez et al., 2002; Brannen and Thomas, 2010; Hong, 2010; Tadmor et al., 2009).
 It also enables them to act as unique ‘natural bridges’ in cross-cultural situations, making them particularly effective in intercultural business contexts (Brannen et al., 2009; Brannen and Thomas, 2010; Hong, 2010). 

Therefore, there is a strong case for the concept of executive orientation to encapsulate managers’ formative influences due to family and/or social background. In this paper we focus specifically on executives’ international experience at a young age as another element of their international orientation, next to international career experience and foreign nationality, which were the focus of relevant prior research (e.g., Herrmann and Datta, 2006; Nielsen and Nielsen, 2011). In what follows, we invoke arguments from IB and upper echelons literatures to propose that executives’ international orientations impact their uncertainty perceptions and ultimately foreign acquisition stake decisions. Following a practice common in upper echelons literature (see Carpenter et al., 2004; Hambrick, 2007; Finkelstein et al., 2008), we focus on observable elements of executive international orientation: (foreign) nationality, international career experience and experience in formative years. 
HYPOTHESES
Uncertainty

The uncertainty international businesses face is multifaceted: it includes environment-level variables, industry-level variables, and firm-level variables (Miller, 1992). Our theoretical focus is on the first set, while the second and third set are additionally accounted for empirically (see Sample and Methods section). In the context of foreign expansions, two of the most commonly studied environmental factors are cultural differences and host country risk (e.g. Barkema et al., 1996; Chari and Chang, 2009; Cuypers and Martin, 2010; Morschett et al., 2010). We take a closer look at them again, taking the executive-level perspective.  

Cultural differences. Although a popular belief suggests that some social norms and habits such as food or fashion are homogenizing across countries (Levitt, 1983), the underlying fundamental cultural values tend not to converge (Hofstede, 2001) and some cultures may even radicalize, as witnessed by the recent wake of religious fundamentalism and the breaking-away of ethnic groups to form independent nation-states. In fact, there is substantial empirical evidence that cultural differences remain a challenge for international businesses (e.g., Barkema et al., 1996; Chari and Chang, 2009; Sousa et al., 2010; Zaheer, 1995). Large cultural differences make it more difficult for managers to effectively interact with local parties such as employees, customers, suppliers, or authorities. This may potentially have negative effects, from misunderstanding and conflicts, through personal psychological distress, to an inability to carry out business in a foreign culture altogether. Such effects may be minimized if executives choose a low-commitment entry mode, such as a low-stake acquisition. 

Where these negative effects are likely, executives who limit the amount of their companies’ assets at stake are able to restrain potential losses, yet keeping their ‘feet in the door’ of a challenging foreign business location. This may enable them to ‘test the waters’ and learn before committing further resources to this business. On a personal level, this loss-minimizing approach may enable the executives to maintain their reputation and self-evaluation at a high level, and protect their personal income. Furthermore, acquisitions have the benefit of enabling the acquirer to access local knowledge which is instrumental in decreasing the negative effects of cultural distance. However, considering substantial acquisition integration challenges that are exacerbated in an international context (Barkema et al., 1996; Brannen and Peterson, 2009), it is important to make sure the local managers are on board and are incentivized to act in the interest of the acquirer. This can be achieved by leaving sufficient control and influence on the target’s activities with the local firm through a larger rather than smaller ownership stake (Chari and Chang, 2009). The discussion above leads to the following hypothesis:

Hypothesis 1: The higher the cultural differences, the lower the ownership stakes taken by firms in foreign acquisition targets.

Another long-recognized form of uncertainty which executives may face in international acquisitions relates to host country risk (Miller, 1992). The economic performance of the country, access to capital markets, the extent to which the country is indebted, and business-friendliness of local regulations and governments all impact the ways in which managers do business there. The macroeconomic factors influence purchasing power of consumers, growth and size of the focal market, availability of skilled or low-cost labor, infrastructure, as well as the likelihood of strikes or other forms of social unrest. Highly risky environments with business-hostile governments may threaten the value of assets a firm would invest, with asset appropriation being an extreme potential outcome. Under such circumstances it may be optimal for acquirers to minimize the potential negative impact of host country risk by keeping their stakes low, and maintaining flexibility to invest elsewhere. Also, when the local (target) company keeps a substantial ownership stake, this may act as a buffer against anti-foreign or not-invented-here sentiments of local parties. Conversely, in stable environments acquirers may wish to appropriate as large a proportion of the relatively secure profits as possible. For executives facing a substantial host country risk, a cautious approach to international acquisitions may minimize their potential personal losses and psychological toll, similarly as in the case of cultural differences. Hence the following hypothesis:

Hypothesis 2: The higher the host country risk, the lower the ownership stakes taken by firms in foreign acquisition targets.

TMT international orientation and uncertainty perceptions

Insights from prior research synthesized earlier suggest that the high levels of uncertainty and complexity characteristic of international environments increase the need for firms to rely on the collective capabilities and cognitions of multiple executives or entire TMTs rather than on individual executives (Hambrick and Mason, 1984; Lee and Park, 2008). The focus on TMT orientations is advocated by upper echelons theory, which invokes Cyert and March’s (1963) concept of ‘dominant coalition,’ or a group of powerful decision-makers, in arguing about the critical role of executive collective in strategic decisions (Hambrick, 2007; Hambrick and Mason, 1984; Carpenter et al., 2004). Such focus is important when considering executives’ uncertainty perceptions because each individual team member brings his or her own values and experiences into team decisions, offering a range of interpretations of the decision situation, for example regarding their views on cultural differences or host country risk. To this end, TMT international orientation, which we argued earlier to encompass international formative-years’ and career experiences as well as foreign nationalities, is of particular relevance (compare Lee and Park, 2008; Nielsen and Nielsen, 2011). There are a number of reasons why this is the case. 

First, prior research synthesized earlier showed that international career experience enables executives to develop abilities and confidence needed to manage across borders. Internationally experienced managers are likely to have developed a global mindset, leadership skills, skills needed in cross-cultural interactions, and local networks as well as advice networks within their firms. They also may have developed an understanding of how and why business environments in foreign countries may differ, how to deal with such differences, and where attractive opportunities may arise. Thus, executives’ international career experience enhances the cognitive base and the range of abilities available within TMT. This implies that at the team level, the field of vision is enlarged and a greater selection of relevant phenomena in the international environment is attended to and interpreted through the filter of an expanded collective cognitive frame. This should lead to a more comprehensive view of the decision situation and eventually a decision about which the team is likely to be more confident, compared to a team with a lower proportion of members with international career experience. Furthermore, building on findings from research into executive core self-evaluations (e.g., Hiller and Hambrick, 2005), one can argue that executives with international career experience are likely to perceive themselves as having special abilities to manage across borders. Their (over)optimistic view may distort the team’s interpretation of the investment situation, leading to more venturous decisions. Consequently, TMTs with high proportions of executives with international career experience will have a less negative view of uncertainty, both in terms of cultural differences and in terms of host country risk. Under decreased perceived uncertainty, such teams will take more daring initiatives such as large-stake international acquisitions. 

Second, research focusing on foreign nationals in TMTs suggested that they bring different values and cognitions into team decisions (e.g., Nielsen and Nielsen, 2011). Because cultural values differ across nations (Hofstede, 2001), foreign nationals tend to offer different interpretations of the same stimuli than home nationals do, which may result in an enhanced collective cognitive base (compare Gupta and Govindarajan, 2002) and a more balanced perspective on a strategic issue at hand, such as the role which cultural differences or host country risk may play in a foreign acquisition. Foreign nationals may also improve their team’s information processing, problem solving, creativity, innovation, and adaptability (compare Stahl et al., 2010). Some of the more obvious benefits of having foreign nationals in the executive suite are similar to those resulting from international career experience and include greater appreciation of cross-cultural issues, understanding of risks, and access to networks. Mixed-nationality TMTs may also enhance their firm’s legitimacy in foreign markets (Greve et al., 2009). Overall, the better-informed perspective which such a team may achieve is likely to lead to higher confidence, decreased perceived uncertainty in terms of cultural differences and country risk, and lower perceived need to keep the local firm in control, leading to a preference for a larger ownership stakes. 

Third, we argued earlier that executives’ international orientations are enhanced by their international experiences in formative years. Young individuals are heavily influenced by their families and social environments. Up until adulthood, they have a less-than-fully formulated sense of self and relatively uncrystalized and unintegrated attitudes (Sears, 1986). Hence, similarly to other influences at a young age, international experience may have a particularly formative impact on their identities, values, knowledge, cognitive abilities, and core self-evaluations. For example, through foreign schooling one is exposed to values and norms of the local culture, and may learn basic facts about the country. Furthermore, individuals born and raised in different countries may perceive themselves as belonging to these cultures (LaFromboise et al., 1993). Once they internalize these cultures, they become bicultural (Benet-Martinez et al., 2002). Biculturals, apart from their ability to switch cultural frames when prompted by cultural cues (Benet-Martinez et al., 2002), also have high levels of the so-called cultural metacognition, that is an ability to control their knowledge processes and cognitive and affective states in the domain of intercultural experiences and strategies (Brannen et al., 2009). Hence, bicultural executives possess uniquely high levels of cultural competence (compare Hong, 2010). 
Thus, executives who have been exposed to foreign cultures in their formative years are not only likely to understand these cultures well, but also may have unique abilities to manage in cross-cultural settings, in particular if they become bicultural. Having such individuals in a TMT may bring benefits beyond the effect of an enhanced collective cognitive base. Their cross-cultural bridging abilities may be useful in interactions with foreign parties, but also help to minimize culturally-based misunderstandings and conflicts likely to arise in mixed-nationality TMTs (see Hong, 2010), thereby enhancing the benefits associated with having foreign nationalities in TMTs. Executives with international formative-years’ experience may also be naturally predisposed and open-minded about working with and in foreign cultures, and have a less negative perception of uncertainty due to cross-cultural differences.
 Furthermore, the cognitive complexity and metacognitive skills of such executives provide a unique contribution to the team’s collective cognitive base and may enhance the team’s creativity, innovativeness, and adaptability, leading to positive perceptions of strategically innovative contexts such as in the case of expansions into unknown areas (compare Barkema and Shvyrkov, 2007).  Finally, having lived abroad at a young age, executives may have an intuitive understanding of cross-country differences beyond culture. Hence, international experience in formative years can be argued to contribute to TMT international orientation and confidence in managing across borders. Accordingly, the negative impact of uncertainty on ownership stakes desired in international acquisitions will be weaker when TMT members have had international experiences in their formative years.

The above discussion leads to the following hypotheses:

Hypothesis 3: The relationship between cultural differences and foreign acquisition ownership stakes is positively moderated by (a) executives’ international career experience, (b) executives’ foreign nationality, (c) executives’ international experience in formative years.

Hypothesis 4: The relationship between host country risk and foreign acquisition ownership stakes is positively moderated by (a) executives’ international career experience, (b) executives’ foreign nationality, (c) executives’ international experience in formative years.

SAMPLE AND METHODS

Sample

Our hypotheses were tested on a sample obtained as an intersection of three large databases: BoardEx, Thomson ONE Banker, and SDC Platinum covering UK listed companies over the period of 1999-2008. We started with BoardEx UK universe, which is an unbalanced panel of 2632 entities. Then, we merged it with information gathered via Thomson ONE Banker from Worldscope and Thomson Financial databases. This reduced the number of sample companies by about a quarter. We combined this data with information on international acquisitions for the same set of firms available from SDC Platinum database. This yielded a sample of 2801 foreign acquisitions by 663 UK public firms. Additionally, we used country-level information available from World Bank, Transparency International, Geert Hofstede’s research (Hofstede, 2001), and Euromoney magazine. Finally, we complemented BoardEx data on executives’ profiles with information retrieved from Bloomberg, LevelBusiness, FAME, CompaniesHouse, corporate registers in various countries, and the internet. Limited data availability on some of the variables we were interested in reduced the final sample size to 2122 acquisitions completed by 561 firms.

Econometric specifications and dependent variables

Our study is clearly multilevel, where acquisitions are nested within firms, and firms nested within industries.
 The research design also involves a cross-classified nesting where acquisitions are nested within both firms and countries. Moreover, interactions stipulated by Hypotheses 3 and 4 are cross-level (i.e. country-level factors interacted with executives’ characteristics). Thus, multilevel methodology is particularly suitable for testing our hypotheses. Indeed, prior studies provided strong theoretical and statistical rationale for employing multilevel modeling techniques in such a case, including the fact that failure to account for the nested structure of the data may lead to biased estimates (Arregle et al., 2006; Luke, 2004).
Therefore, we employed multilevel logit models as the main econometric tool used to test our hypotheses. The specification of the models encompassed random intercept effects corresponding to three levels listed above, i.e. acquiring firms, industries, and target countries. The dependent binary variable equals to one in the case of 95-100% stake acquisitions, and zero otherwise. This categorization is in line with those established in prior research (e.g., Chari and Chang, 2009; Chen and Hennart, 2004; Gaur and Lu, 2007). The results were not sensitive to the use of an alternative cut-off value of 100% (instead of 95%). The binary choice model specification accounted for the specificity of our sample in which significant majority of acquisitions were fully owned. (This latter pattern in not atypical – see for example Chari and Chang, 2009, for a similarly high proportion of full vs. partial acquisitions completed by US acquirers.) 

Additionally, we explicitly examined the size of stakes acquired in international acquisitions, measured as percent of equity purchased. Since values of this variable are censored from both below and above, we estimated double-censored tobit regressions with standard errors clustered at acquiring firm level to account for within-group dependence of sample acquisitions when more than a single of them were made by the same firm. Such a specification allowed us to use the full range and variability of dependent variable.

Independent variables

Cultural differences. Prior research typically measured cultural differences as a distance between the host country and the home country using Kogut and Singh’s index (Kogut and Singh, 1988) based on Hofstede’s four dimensions of culture (Hofstede, 2001), i.e. power distance, uncertainty avoidance, individualism vs. collectivism, and masculinity vs. femininity. We followed this approach for the sake of comparability. Data on the fifth dimension, long-term orientation, is sparsely available and would have substantially reduced our sample size if used.

Host country risk was measured using Euromoney magazine index, recoded in such a way that high values implied high risk. This time-varying index is based on both objectively- and subjectively-measured factors such as political risk of a country, economic performance, access to long- and short-term finance, debt indicators, and discount on forfeiting (Euromoney, 2009).

Executive international orientation. We used executive profiles, education, and employment history data collected from sources mentioned above to code TMT members’ international formative-years’ experience and their career experience. For each executive, international formative-years’ experience was coded as a binary variable equal to one if a manager’s nationality differed from the country of any of his or her schooling and/or employment up until the age of 23, and zero otherwise. We conducted additional sensitivity analyses with alternative cut-off points and discussed the respective estimation results in Additional analyses section of this paper. International career experience was operationalized as a binary variable equal to one if a manager has ever been employed or obtained educational qualification outside of their country of nationality between the age of 23 and a year prior to the focal acquisition. 

We then constructed three variables capturing executive international orientation at the TMT level. TMT was defined as all executive members of the board (compare Carpenter et al., 2004). The three variables used in empirical analyses were: (1) percentage of TMT members with international experience in formative years, (2) percentage of TMT members with international career experience, and (3) percentage of foreign (i.e. non-UK) nationals on the executive team. To test Hypotheses 3 and 4, these TMT international orientation variables were interacted with cultural distance and host country risk. Following the usual practice, all variables involved in these interactions were mean-centered in order to facilitate interpretation and reduce potential collinearity problems (Aiken and West, 1991).

Control variables


Host-country specific variables. We controlled for host country size using one-year lagged population in millions as reported by World Bank. The country’s growth was captured using lagged GDP growth rates, also based on data obtained from World Bank. Finally, we used Transparency International's time-varying corruption perception index to control for the potential impact that corruption in the host country may have on the firm’s ability to acquire.

Acquirer-specific variables. Since larger firms may be more likely to fully own their acquisitions, we controlled for firm size, using one-year lagged natural logarithm of total assets. We also controlled for the firm’s financial leverage measured by the lagged ratio of total debt to assets, and past performance measured by return on assets, since they may affect the firm’s ability to invest. Finally, we controlled for diversifying acquisitions using a dummy variable equal to one when the focal acquisition represented an expansion outside of the acquirer’s macro industry, and zero otherwise. 

TMT-specific controls. Prior research showed that an executive’s age and tenure in firm may impact their choice of foreign entry modes (e.g., Herrmann and Datta, 2006). We measured these variables in years and averaged them for all TMT members. We also controlled for whether acquirer’s managers ever worked in the host country prior to the focal acquisition, using a percentage of the TMT members having any host country experience. Finally, following the argument invoked by Carpenter et al. (2004) that team size is related with diversity of views represented in decision-making, we included natural logarithm of the board size in our models.

Fixed time effects. We used year dummy variables to capture any variations in acquisition stake preferences that may happen over time due to factors such as management fads or economic crises, which may limit access to financing. Two such crises happened during our sample period: the post-2001 dot-com bubble burst crisis and the current financial crisis which began in late 2007. 

The means, standard deviations, and correlations of the variables are shown in Table 1.

--------- Insert Table 1 about here ---------

RESULTS

Table 2 presents estimation results of various multilevel logit models explaining the likelihood of a full acquisition. Model 1 is a base model with main terms only. Models 2-7 extend it with one interaction term at a time, while Model 8 includes all interactive terms. Table 3 presents the results of tobit models explaining the size of stakes acquired, with Models 9-16 being counterparts of Models 1-8 from Table 2. 

--------- Insert Tables 2 and 3 about here ---------

The results supported Hypothesis 1. When making acquisitions in culturally distant locations, sample firms tended to opt for smaller or partial rather than full stakes there. A similar albeit stronger effect was observed for host country risk. The probability of full vs. partial acquisitions and the size of stakes acquired decreased with host country risk, in line with Hypothesis 2. 

The findings documented that while the variables capturing TMT international orientation had hardly any direct effect on acquisition stakes, they moderated the effects of variables capturing environmental uncertainty. In particular, in Hypothesis 3 we argued that more internationally oriented TMTs are better able and more confident in managing across cultural distance, and therefore likely to opt for relatively higher acquisition stakes in similarly distant locations. This prediction was tested using three multiplicative terms of cultural distance with variables capturing the extent of teams’ international orientation. Positive and significant estimates of the coefficients for these interactive terms in Models 2-4 (p < 0.01) and 10-12 (p < 0.001) supported Hypothesis 3. 
These effects were also economically significant. For instance, Model 4 implies that for an average firm managed by a team with high proportion of executives with international formative-years’ experience (one standard deviation above the sample mean), the probability of making a full acquisition in a culturally close country (cultural distance one standard deviation below the corresponding mean) is 86.70%, which is almost the same as in a culturally remote country (cultural distance one standard deviation above the corresponding mean), i.e. 86.78%.  If this firm was to be managed by executives with no international experience in their formative years, these probabilities would equal to 93.03% and 83.56%, respectively. Interestingly, in Models 8 and 16 only the interaction of cultural distance and the percentage of the team with international formative-years’ experience retained its significance at 5% level, underscoring the importance of this aspect of TMT international orientation after accounting for career experience and foreign nationality effects. 

The predictions of Hypothesis 4 were tested using three multiplicative terms of host country risk with variables capturing TMT international orientation in Models 4-8 and 13-16. Executives’ international orientation did not appear to be a powerful moderator of the effects of country risk on the likelihood of a full takeover in multilevel logit models. Only in the case of teams with higher proportion of foreign nationals (Model 6), the moderating effect was marginally significant and positive, thus rendering some support for Hypothesis 4b. The coefficients for interactions involving team’s international formative-years’ experience or career experience fell short of conventional significance levels, failing to support Hypotheses 4a and 4c. However, tobit results were more consistent with predictions of Hypothesis 4 than multilevel logit models. Specifically, Models 13-15 showed that the moderating effects of the three dimensions of TMT international orientation were at least marginally significant, although this finding again was not confirmed by Model 16. Overall, Hypotheses 3 and 4 were partially supported.
Regarding control variables, only average TMT tenure and acquirer’s size proved significant in both types of models. Larger firms tended to acquire larger stakes and were more likely to make full acquisitions. The opposite effect was observed for acquisitions made by TMTs with longer tenure. Moreover, expansions to larger host countries were less likely to be full acquisitions (see Table 2), while TMT experience in the host country positively influenced the size of stakes acquired (see Table 3). 

Additional analyses 

Given CEO’s position of power, his or her characteristics are likely to have a profound effect on strategic decisions. Thus, much prior research in the upper echelons tradition focused solely on CEOs (Herrmann and Datta, 2005), while some studies considered CEOs and the rest of TMT members separately (e.g., Carpenter et al., 2001; Nielsen and Nielsen, 2011). Therefore, we examined the impact of CEO-level variables and those based on the characteristics of the rest of the TMT in a framework similar to that discussed above. The corresponding results for either CEO or for TMT excluding CEO were broadly in line with those reported earlier, indicating that our empirical findings are not sensitive to the inclusion or exclusion of CEO in the TMT definition. 

We also investigated the sensitivity of our empirical results to alternative specifications of the formative period, using alternative cut-off points of 20 and 25 years of age. The age of 20 usually marks the end of adolescence. Adolescents around the age of 17-19 have incompletely developed identities and tend to be heavily influenced by their peers and others in their social environments, unlike older adults (Sears, 1986). Thus, it is likely that their foreign experience up until the age of 20 would have significant formative impact on their identities. The 25 years of age cut-off point marks a phase when individual identity and attitudes tend to be more fully formed and less likely to significantly evolve with further international experience. We re-run our models using variables employing these two alternative classifications. The corresponding results were consistent with those reported above. 

Finally, we checked the sensitivity of the results to the inclusion of CEO compensation structure as an additional control variable, as it may influence managerial decisions and their risk-taking propensity (Musteen et al., 2009). It was operationalized as the proportion of their equity pay to total pay in the year prior to the focal acquisition. The results were generally in line with those reported earlier, although sample size was substantially reduced due to limited data availability. 

DISCUSSION AND CONCLUSION

Building on research into the role of uncertainty and TMT international orientation in upper echelons and IB literatures, in this paper we investigated the relationship between TMT uncertainty perceptions and the stakes the teams decide to take in foreign acquisitions. We first proposed that the concept of TMT international orientation could be usefully extended to encompass executives’ international experience in formative years, along with their career experience and (foreign) nationality which prior research focused on (e.g., Nielsen, 2010; Nielsen and Nielsen, 2011; see also Lee and Park, 2008). We then argued that these three elements of international orientation have a positive impact on executives’ perceptions of uncertainty in the form of cultural differences and host country risk, moderating their negative relationship with ownership stakes acquired in target firms abroad. 
This positive moderating effect occurs through at least two mechanisms indicated by prior research. First, executives with international formative-years’ and career experience as well as foreign nationals bring to their TMT specific knowledge, abilities, and other qualities which contribute to the team’s collective cognition and value base. An expanded cognitive and value base allows the team to attend to a larger and more relevant selection of issues arising in the decision situation, leading to a more comprehensive view of the situation and eventually a decision about which the team can be more confident. Second, because internationally-oriented executives are likely to have high core self-evaluations, they may perceive themselves as having special abilities to manage across borders. Their (over)optimistic views may distort the team’s interpretation of the investment situation, leading to a more daring expansion and a preference for a higher acquisition ownership stake.
Our paper turns a spotlight on the unique role that international experience at a young age plays in this context, over and beyond the effects of career experience and foreign nationalities in TMTs. It is likely to have a particularly formative impact, influencing one’s identity, values, norms, core self-evaluation, and other deep personal attributes, perhaps in a more fundamental way than it influences one’s knowledge base, and in a more fundamental way than international experience acquired later in life does. One of the intriguing outcomes of international experience in formative years may be internalization of multiple cultural schemas, leading to what psychology literature calls biculturalism. Emergent research in this area suggested that biculturals have unique cross-cultural bridging abilities which may be particularly valuable in international business contexts (e.g, Brannen et al., 2009; Brannen and Thomas, 2010, Hong, 2010). Such abilities may be considered a type of rare and valuable asset that companies operating in complex international environments may wish to have. Further research may fruitfully investigate this and other ways in which such formative experience may influence one’s cognitive and value bases, and how it may impact functioning and performance of TMTs and other work groups. For example, considering that heterogeneity in TMTs is a ‘double-edged sword’, do their members with abilities to act as natural bridges help to mitigate the negative consequences of TMT diversity?
 Our study’s results also add to the rich body of research into foreign entry mode choice by highlighting the need to improve our understanding of the role of decision-makers in international expansion decisions. Building on what is already known from other strategic contexts, future research may examine how executives’ attributes, beyond their demographic characteristics such as age, tenure, education, experience, or nationality, influence their TMTs and international strategic decisions. Some of the interesting factors IB research may consider include emotions, values, and personalities (compare Delgado-Garcia et al., 2010; Li and Tang, 2010; Sousa et al., 2010). 
There is also a need to deepen our understanding of the relationship between executive characteristics, specifically their experience, and uncertainty. IB research generally agrees that experience decreases perceived uncertainty, although this conjecture has hardly been tested before if at all. A similar assumption has been made in upper-echelons based research into the role of international experience (e.g., Sambharya, 1996, and followers). Yet at the core of the upper echelons perspective lays an assumption that uncertainty is a precondition for executives’ characteristics to matter in the first place, and that it positively moderates of the relationship between factors such as experience and strategic decisions or outcomes. For example, Carpenter and Fredrickson (2001) and Lee and Park (2008) argued that industry uncertainty strengthens the positive impact of international experience on strategic outcomes. Our empirical findings are in line with the IB logic. In fact, we do not find that executives’ international career experience or foreign nationals on TMTs have the direct impact on entry mode choice predicted in prior research (e.g., Herrmann and Datta, 2006; Nielsen and Nielsen, 2011).
 Rather, we find that their effect is indirect, by moderating the impact of environmental uncertainty on acquisition stake decisions. It could be useful for future research to revisit the experience-uncertainty relationship.
A practical implication of our findings is that because individuals’ personal characteristics influence their uncertainty perceptions and therefore their strategic choices, it is important for managers to consider how international formative-years’ experiences of the team members may transpire in team interactions and decisions, and what combination of individual executive orientations might be optimal considering the uncertainty profiles of the firm’s environments. For companies, inclusion of individuals with international formative-years’ experience in (top) teams may be one way to achieve ‘global mindset’ at the team level, alternative to or complementary with having foreigners on the teams or individuals with other types of international experience (compare Gupta and Govindarajan, 2002). 
Our study is not without limitations. First, this is a single-home country study. Most of the sample managers are British nationals. Since home country culture may have an impact on strategic decisions or indecisions (e.g., Geletkanycz, 1997; Morshett et al., 2010), it would be worthwhile to examine the impact of TMT international orientation on acquisition decisions in alternative empirical settings, optimally cross-country ones. Further research could also analyze other types of the strategic decisions as well as their performance implications. 


Second, while our measures of TMT international orientation expand on the set of proxies advanced by prior literature, the corresponding operationalizations remain necessarily imperfect. First, in a secondary data setting it is difficult to quantify the outcomes of formative experiences, such as the degree to which a particular individual may have internalized multiple cultural schemas. While the use of demographic data is common in upper echelons research, we join in the call for better measures of executives’ personal attributes (e.g., Carepenter et al., 2004). Second, the nature of our measures meant that we were not able to account for differences in length and diversity of international experience at individual level. Also, a relatively limited availability of data regarding managers’ international employment experience may have led to our measures of international experience being underestimated. In some cases, we did now know when an executive worked or studied abroad. Also, in many cases we had no information regarding international assignments of focal executives when they were employed by UK companies.  Future studies may consider a survey research design to improve upon measures proposed here, albeit at the cost of the length of the sample period and, possibly, sample size. 
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Table 1. Descriptive statistics and correlations
	
	Variable
	Mean
	S.D.
	Correlations

	
	
	
	
	1
	2
	3
	4
	5
	6
	7
	8
	9
	10
	11
	12
	13
	14
	15
	16
	17

	1
	Size of stake acquired (%)
	89.38
	23.88
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	2
	Full acquisition
	0.80
	0.40
	0.90
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	3
	Cultural distance
	1.40
	1.57
	-0.23
	-0.26
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	4
	Host country risk
	0.14
	0.16
	-0.22
	-0.29
	0.54
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	5
	TMT international career experience %
	0.50
	0.34
	-0.09
	-0.07
	0.11
	0.14
	
	
	
	
	
	
	
	
	
	
	
	
	

	6
	TMT foreign nationals %
	0.18
	0.25
	-0.02
	-0.02
	0.09
	0.14
	0.38
	
	
	
	
	
	
	
	
	
	
	
	

	7
	TMT international formative-years’ experience %
	0.22
	0.25
	-0.08
	-0.07
	0.10
	0.08
	0.27
	0.25
	
	
	
	
	
	
	
	
	
	
	

	8
	TMT target country experience %
	0.15
	0.26
	0.09
	0.12
	-0.36
	-0.23
	0.29
	0.17
	0.11
	
	
	
	
	
	
	
	
	
	

	9
	TMT average tenure
	8.42
	5.81
	-0.08
	-0.06
	0.02
	-0.05
	-0.20
	-0.14
	-0.09
	-0.15
	
	
	
	
	
	
	
	
	

	10
	TMT average age
	50.03
	4.66
	0.05
	0.04
	-0.02
	0.01
	0.05
	0.15
	-0.02
	0.00
	0.24
	
	
	
	
	
	
	
	

	11
	Board size
	1.53
	0.33
	-0.01
	0.01
	0.03
	0.00
	-0.03
	0.05
	0.02
	-0.07
	0.33
	0.14
	
	
	
	
	
	
	

	12
	Host country growth
	0.04
	0.03
	-0.07
	-0.08
	0.14
	0.33
	0.03
	0.01
	0.01
	-0.09
	-0.04
	-0.05
	-0.07
	
	
	
	
	
	

	13
	Host country size
	154.35
	218.07
	0.00
	-0.02
	-0.14
	0.14
	0.08
	0.02
	0.03
	0.25
	-0.03
	-0.01
	0.01
	0.33
	
	
	
	
	

	14
	Corruption index
	7.07
	1.77
	0.19
	0.25
	-0.43
	-0.83
	-0.11
	-0.08
	-0.07
	0.11
	0.03
	0.01
	-0.03
	-0.31
	-0.33
	
	
	
	

	15
	Firm size
	6.49
	2.43
	-0.08
	-0.05
	0.11
	0.06
	0.28
	0.22
	0.11
	-0.01
	0.27
	0.31
	0.36
	-0.03
	0.03
	-0.10
	
	
	

	16
	Past performance
	4.74
	14.66
	-0.01
	0.00
	0.01
	0.01
	-0.06
	-0.01
	0.04
	-0.09
	0.19
	0.14
	0.09
	0.02
	-0.01
	-0.01
	0.25
	
	

	17
	Leverage
	0.21
	0.17
	0.04
	0.03
	-0.02
	-0.09
	-0.02
	0.05
	0.02
	-0.05
	0.12
	0.20
	0.11
	-0.03
	-0.03
	0.06
	0.34
	0.21
	

	18
	Diversifying acquisition
	0.36
	0.48
	-0.03
	-0.02
	-0.06
	-0.11
	-0.03
	-0.06
	-0.05
	0.02
	0.09
	0.03
	0.03
	-0.03
	0.01
	0.08
	0.01
	0.02
	0.00


Table 2. Results of multilevel logit estimations
	
	Variable
	Model 1
	Model 2
	Model 3
	Model 4
	Model 5
	Model 6
	Model 7
	Model 8

	H1
	Cultural distance
	-0.14†
	-0.16*
	-0.14†
	-0.16*
	-0.14†
	-0.14†
	-0.14†
	-0.18*

	
	
	(0.07)
	(0.07)
	(0.07)
	(0.07)
	(0.07)
	(0.07)
	(0.07)
	(0.07)

	H2
	Host country risk
	-2.50*
	-2.51*
	-2.67*
	-2.53*
	-2.70*
	-2.81*
	-2.60*
	-2.69*

	
	
	(1.13)
	(1.12)
	(1.12)
	(1.12)
	(1.13)
	(1.14)
	(1.13)
	(1.13)

	
	TMT international career experience % (A)
	-0.50
	-0.64†
	-0.49
	-0.46
	-0.59†
	-0.48
	-0.47
	-0.57†

	
	
	(0.33)
	(0.33)
	(0.33)
	(0.33)
	(0.34)
	(0.33)
	(0.33)
	(0.35)

	
	TMT foreign nationals % (B)
	-0.17
	-0.21
	-0.38
	-0.22
	-0.18
	-0.37
	-0.21
	-0.36

	
	
	(0.43)
	(0.43)
	(0.44)
	(0.43)
	(0.43)
	(0.44)
	(0.43)
	(0.45)

	
	TMT international formative-years’ experience % (C)
	-0.32
	-0.29
	-0.31
	-0.49
	-0.30
	-0.33
	-0.41
	-0.41

	
	
	(0.37)
	(0.37)
	(0.37)
	(0.38)
	(0.37)
	(0.37)
	(0.37)
	(0.38)

	H3a
	A * Cultural distance
	
	0.40**
	
	
	
	
	
	0.19

	
	
	
	(0.15)
	
	
	
	
	
	(0.19)

	H3b
	B * Cultural distance
	
	
	0.48**
	
	
	
	
	0.23

	
	
	
	
	(0.19)
	
	
	
	
	(0.25)

	H3c
	C * Cultural distance
	
	
	
	0.66***
	
	
	
	0.59*

	
	
	
	
	
	(0.20)
	
	
	
	(0.24)

	H4a
	A * Host country risk
	
	
	
	
	1.91
	
	
	0.47

	
	
	
	
	
	
	(1.38)
	
	
	(1.70)

	H4b
	B * Host country risk
	
	
	
	
	
	2.80†
	
	0.74

	
	
	
	
	
	
	
	(1.65)
	
	(2.23)

	H4c
	C * Host country risk
	
	
	
	
	
	
	2.39
	-1.17

	
	
	
	
	
	
	
	
	(1.74)
	(2.14)

	
	TMT target country experience %
	0.14
	0.42
	0.27
	0.26
	0.20
	0.21
	0.15
	0.46

	
	
	(0.46)
	(0.48)
	(0.47)
	(0.47)
	(0.46)
	(0.47)
	(0.47)
	(0.49)

	
	TMT average tenure
	-0.04*
	-0.04*
	-0.04*
	-0.04*
	-0.04*
	-0.04*
	-0.04*
	-0.04*

	
	
	(0.02)
	(0.02)
	(0.02)
	(0.02)
	(0.02)
	(0.02)
	(0.02)
	(0.02)

	
	TMT average age
	0.01
	0.01
	0.00
	0.00
	0.00
	0.00
	0.00
	0.00

	
	
	(0.02)
	(0.02)
	(0.02)
	(0.02)
	(0.02)
	(0.02)
	(0.02)
	(0.02)

	
	Board size
	0.46
	0.48
	0.44
	0.45
	0.47
	0.47
	0.45
	0.46

	
	
	(0.33)
	(0.33)
	(0.33)
	(0.33)
	(0.33)
	(0.33)
	(0.33)
	(0.33)

	
	Host country growth
	4.80
	4.52
	5.04
	4.30
	4.39
	5.31
	4.66
	4.44

	
	
	(3.48)
	(3.46)
	(3.47)
	(3.47)
	(3.48)
	(3.49)
	(3.49)
	(3.49)

	
	Host country size
	-0.00*
	-0.00†
	-0.00†
	-0.00†
	-0.00†
	-0.00*
	-0.00†
	-0.00†

	
	
	(0.00)
	(0.00)
	(0.00)
	(0.00)
	(0.00)
	(0.00)
	(0.00)
	(0.00)

	
	Corruption index
	0.09
	0.10
	0.09
	0.10
	0.09
	0.08
	0.09
	0.11

	
	
	(0.10)
	(0.10)
	(0.10)
	(0.10)
	(0.10)
	(0.10)
	(0.10)
	(0.09)

	
	Firm size
	0.11†
	0.10†
	0.11*
	0.10†
	0.11†
	0.11†
	0.10†
	0.11†

	
	
	(0.06)
	(0.06)
	(0.06)
	(0.06)
	(0.06)
	(0.06)
	(0.06)
	(0.06)

	
	Past performance
	-0.00
	-0.00
	-0.00
	-0.00
	-0.00
	-0.00
	-0.00
	-0.00

	
	
	(0.00)
	(0.01)
	(0.01)
	(0.00)
	(0.01)
	(0.01)
	(0.01)
	(0.01)

	
	Leverage
	0.09
	0.10
	0.05
	0.00
	0.11
	0.07
	0.07
	0.01

	
	
	(0.63)
	(0.64)
	(0.64)
	(0.64)
	(0.64)
	(0.64)
	(0.63)
	(0.64)

	
	Diversifying acquisition
	-0.23
	-0.22
	-0.23
	-0.25
	-0.23
	-0.24
	-0.24
	-0.24

	
	
	(0.19)
	(0.19)
	(0.19)
	(0.19)
	(0.19)
	(0.19)
	(0.19)
	(0.19)

	
	Constant
	0.08
	-0.05
	0.10
	0.18
	0.19
	0.16
	0.18
	0.11

	
	
	(1.36)
	(1.35)
	(1.35)
	(1.36)
	(1.36)
	(1.35)
	(1.36)
	(1.36)

	
	Year fixed effects
	Included
	Included
	Included
	Included
	Included
	Included
	Included
	Included

	
	Std. error of random effects for target country
	0.39
	0.36
	0.36
	0.35
	0.37
	0.37
	0.38
	0.32

	
	
	(0.11)
	(0.11)
	(0.11)
	(0.11)
	(0.11)
	(0.11)
	(0.11)
	(0.11)

	
	Std. error of random effects for acquirer’s industry
	0.61
	0.62
	0.62
	0.60
	0.61
	0.61
	0.60
	0.62

	
	
	(0.18)
	(0.18)
	(0.18)
	(0.18)
	(0.18)
	(0.18)
	(0.18)
	(0.18)

	
	Std. error of random effects for acquirer’s identity
	1.34
	1.35
	1.34
	1.36
	1.34
	1.35
	1.34
	1.37

	
	
	(0.15)
	(0.16)
	(0.16)
	(0.16)
	(0.15)
	(0.16)
	(0.15)
	(0.16)

	
	LR test vs. logistic regression
	(2(3) = 229.14***
	(2(3) = 224.41***
	(2(3) = 222.38***
	(2(3) = 224.54***
	(2(3) = 226.86***
	(2(3) = 230.42***
	(2(3) = 225.55***
	(2(3) = 217.58***

	
	No. of observations
	2122
	2122
	2122
	2122
	2122
	2122
	2122
	2122

	
	Log likelihood
	-789.59
	-786.20
	-786.18
	-783.94
	-788.64
	-788.14
	-788.64
	-781.14

	
	Wald test for the model
	(2(25) = 70.35***
	(2(26) = 77.16***
	(2(26) = 77.69***
	(2(26) = 80.55***
	(2(26) = 72.81***
	(2(26) = 73.56***
	(2(26) = 72.21***
	(2(31) = 86.42***


Table 3. Results of tobit estimations
	
	Variable
	Model 9
	Model 10
	Model 11
	Model 12
	Model 13
	Model 14
	Model 15
	Model 16

	H1
	Cultural distance
	-6.20**
	-6.54***
	-6.35**
	-6.70***
	-6.24**
	-6.41***
	-6.34***
	-6.80***

	
	
	(1.94)
	(1.93)
	(1.97)
	(1.92)
	(1.93)
	(1.91)
	(1.93)
	(1.94)

	H2
	Host country risk
	-78.51**
	-77.03**
	-82.25**
	-75.89**
	-84.75**
	-89.33**
	-78.49**
	-79.20**

	
	
	(30.15)
	(29.65)
	(29.92)
	(29.43)
	(29.96)
	(31.10)
	(30.02)
	(30.00)

	
	TMT international career experience % (A)
	-13.03
	-17.79
	-12.49
	-12.50
	-16.37
	-11.97
	-12.28
	-14.95

	
	
	(11.32)
	(11.44)
	(11.00)
	(11.17)
	(11.57)
	(11.15)
	(11.16)
	(11.47)

	
	TMT foreign nationals % (B)
	-9.83
	-10.47
	-18.49
	-10.04
	-10.21
	-17.28
	-11.11
	-16.20

	
	
	(14.96)
	(14.98)
	(14.57)
	(15.21)
	(14.80)
	(15.39)
	(14.71)
	(15.22)

	
	TMT international formative-years’ experience % (C)
	-17.99
	-17.96
	-17.76
	-23.60†
	-17.84
	-18.71
	-22.03†
	-21.53†

	
	
	(12.15)
	(12.11)
	(11.80)
	(12.55)
	(12.15)
	(12.07)
	(12.47)
	(12.41)

	H3a
	A * Cultural distance
	
	15.53***
	
	
	
	
	
	6.31

	
	
	
	(4.44)
	
	
	
	
	
	(6.01)

	H3b
	B * Cultural distance
	
	
	24.74***
	
	
	
	
	17.84†

	
	
	
	
	(6.10)
	
	
	
	
	(9.72)

	H3c
	C * Cultural distance
	
	
	
	22.60***
	
	
	
	16.88*

	
	
	
	
	
	(5.88)
	
	
	
	(7.90)

	H4a
	A * Host country risk
	
	
	
	
	77.57†
	
	
	12.07

	
	
	
	
	
	
	(40.04)
	
	
	(55.88)

	H4b
	B * Host country risk
	
	
	
	
	
	128.85**
	
	-1.09

	
	
	
	
	
	
	
	(42.37)
	
	(71.12)

	H4c
	C * Host country risk
	
	
	
	
	
	
	109.12*
	-14.23

	
	
	
	
	
	
	
	
	(50.43)
	(64.27)

	
	TMT target country experience %
	29.00*
	36.20**
	31.26*
	31.19*
	30.74*
	29.89*
	29.09*
	35.15**

	
	
	(12.74)
	(12.56)
	(12.25)
	(12.63)
	(12.74)
	(12.56)
	(12.53)
	(12.23)

	
	TMT average tenure
	-1.38*
	-1.34*
	-1.36*
	-1.32*
	-1.41*
	-1.39*
	-1.39*
	-1.31*

	
	
	(0.56)
	(0.55)
	(0.55)
	(0.55)
	(0.56)
	(0.56)
	(0.55)
	(0.54)

	
	TMT average age
	1.18
	1.09
	1.07
	1.01
	1.07
	1.11
	1.03
	0.94

	
	
	(0.75)
	(0.73)
	(0.73)
	(0.74)
	(0.74)
	(0.74)
	(0.75)
	(0.72)

	
	Board size
	11.52
	11.65
	10.54
	11.14
	11.97
	12.02
	11.30
	10.81

	
	
	(11.72)
	(11.72)
	(11.37)
	(11.67)
	(11.71)
	(11.57)
	(11.64)
	(11.53)

	
	Host country growth
	128.05
	115.40
	151.86
	107.65
	115.13
	160.86
	119.63
	122.15

	
	
	(102.59)
	(102.03)
	(103.61)
	(100.80)
	(102.45)
	(105.10)
	(103.89)
	(103.76)

	
	Host country size
	-0.00
	-0.00
	-0.01
	-0.00
	-0.01
	-0.01
	-0.01
	-0.01

	
	
	(0.01)
	(0.01)
	(0.01)
	(0.01)
	(0.01)
	(0.01)
	(0.01)
	(0.01)

	
	Corruption index
	2.11
	2.70
	2.81
	2.56
	2.12
	1.92
	2.33
	3.19

	
	
	(2.54)
	(2.54)
	(2.54)
	(2.49)
	(2.53)
	(2.54)
	(2.54)
	(2.52)

	
	Firm size
	3.23†
	3.19†
	3.67*
	3.36†
	3.22†
	3.25†
	3.27†
	3.61*

	
	
	(1.85)
	(1.85)
	(1.78)
	(1.83)
	(1.84)
	(1.84)
	(1.83)
	(1.77)

	
	Past performance
	-0.01
	-0.00
	0.06
	-0.00
	-0.02
	0.00
	-0.01
	0.04

	
	
	(0.19)
	(0.19)
	(0.18)
	(0.19)
	(0.19)
	(0.19)
	(0.19)
	(0.18)

	
	Leverage
	-0.51
	0.97
	-1.84
	-3.19
	0.64
	-0.94
	-0.20
	-2.73

	
	
	(22.51)
	(22.61)
	(21.93)
	(22.35)
	(22.60)
	(22.43)
	(22.50)
	(21.99)

	
	Diversifying acquisition
	5.04
	5.86
	4.50
	4.44
	4.94
	4.23
	4.78
	4.59

	
	
	(6.74)
	(6.84)
	(6.70)
	(6.77)
	(6.76)
	(6.77)
	(6.71)
	(6.83)

	
	Constant
	76.94†
	76.03†
	73.63
	81.68†
	83.18†
	79.36†
	83.27†
	77.78†

	
	
	(46.56)
	(45.08)
	(45.55)
	(45.15)
	(45.47)
	(45.81)
	45.85
	(44.49)

	
	Year and industry fixed effects
	Included
	Included
	Included
	Included
	Included
	Included
	Included
	Included

	
	((
	70.99
	70.58
	70.15
	70.34
	70.94
	70.63
	70.77
	69.75

	
	No. of observations
	2122
	2122
	2122
	2122
	2122
	2122
	2122
	2122

	
	No. of groups
	561
	561
	561
	561
	561
	561
	561
	561

	
	Pseudo-R2
	0.07
	0.07
	0.07
	0.07
	0.07
	0.07
	0.07
	0.07

	
	Log pseudolikelihood
	-2784.05
	-2777.55
	-2773.75
	-2775.86
	-2782.01
	-2780.25
	-2781.74
	-2767.81

	
	F-test for the model
	F(46,2076)
=9.95***
	F(47,2075)
=10.60***
	F(47,2075)
=9.87***
	F(47,2075)
=10.49***
	F(47,2075)
=10.21***
	F(47,2075)
=9.55***
	F(47,2075)
=10.09***
	F(52,2070)
=10.14***


All tests are two-tailed: † p < 0.10; * p < 0.05; ** p < 0.01; *** p < 0.001.
� Indeed, nationally diverse TMTs tend to be found in companies actively pursuing international expansions (Greve et al., 2010), although substantial differences appear to exist across countries in terms of foreigners’ ability to join corporate elites (Hambrick, 2007; van Veen and Marsman, 2008).


� While being bicultural and switching frames may come at a psychological toll (Molinsky, 2007), those who have integrated multiple cultures successfully are unlikely to perceive frame switching as a challenge (Benet-Martinez et al., 2002).


� We thank an anonymous reviewer for suggesting this argument.


� We thank an anonymous reviewer for bringing this to our attention.


� Unavailability of multilevel tobit procedures in standard statistical packages prevented us from fully recognizing the multilevel character of the dataset in this subset of analyses. While in tobit models we were only able to account for firm-level within-group dependence of acquisitions (and control for industries by employing fixed effects), the results of multilevel logit modeling reported below indicated that heterogeneity at firm level was the largest anyway (compared with either industry or host country level) as illustrated by standard deviations of random effect coefficients.


� A few of our estimates for TMT international experience in formative years and beyond reach marginal statistical significance, but have a negative sign, opposite to the effect found in prior research.
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