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This paper is an exploratory study into the equivocal relationship between the CEO 

and his or her cultural background and how it relates to the company performance. 

Drawing from Upper Echelons Theory, the theoretical approach is to pit the 

organizational adaptation and organizational disruption views against each other to 

determine which determinants can be traced to which outcomes. Diversity is 

approached from a new direction, through a variety of cultural indices ranging from 

the Hofstede’s Cultural Dimensions (Hofstede et al. 2010) to Kaufmann’s (2004) 

Corporate Ethics and Governance Indices that are applied as measures in random 

effects (WLS) regressions. A manually collected data set for 600 large European 

companies between 2006-2015 is used, and altogether 1017 unique succession events 

are studied. Distinct differences are found between firms that pursue foreign CEO 

hires compared to firms that stick with traditional domestic CEOs, and certain 

deviations are also found in the characteristics of the CEOs. The outside-recruiting 

firms (a) perform better pre-succession contrary to common assumptions, (b) are 

more geographically diversified, and (c) tend to keep the CEOs for a shorter period 

than other firms keep domestic CEOs. Post-succession performance is not found to be 

correlated with whether the CEO is foreign or not, but some variation seems to be 

attributable to specific cultural differences. Multiple citizenships, on the other hand, 

have a very positive relation to the two-year post-succession ROA, and the effect also 

holds for Tobin’s Q. 
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1 INTRODUCTION 

For a company, the recipe for success, and conversely for failure, lies in how it is 

managed. The CEO is the most powerful person in the company, and his whole job, if not 

career, relies on the success of his managing abilities. With their ownership at stake, it is 

in the shareholders’ very best interest to find and elect the most suitable candidate to the 

position to fully maximize the value of the company. Recent research shows that the 

CEOs ability to affect the firm performance, for better or worse, has been ever increasing 

in recent decades, to heights never seen before. (Quigley & Hambrick 2014) Shareholders 

are aware of this, and frantically try to adapt.  In 2015, 17 percent of the 2500 largest 

public companies in the world changed their CEO, the highest turnover rate ever 

recorded (strategy& 2016). Determinants of successful CEOs are thus of great interest 

for both strategic management and corporate governance purposes.  

However, previous studies have focused mostly on the internal versus external aspects 

in CEO successions, with little attention given to the nationalities of the individuals. 

Horton et. al (2012, p.20) state that “there is no theory to suggest, both from a human 

capital perspective nor a network creating perspective, that a certain nationality is better 

or worse than another”, and they – not unlike many other researchers – decide not to 

include the CEO nationality as a variable in their models of firm performance. While their 

statement is true, they perhaps make a mistake by not viewing the nationality in relation 

to that of the company or the company’s management. The nationality could act as a 

proxy for the CEO’s international experience, or perhaps his/her managerial style. If 

there is a significant mismatch between the styles of the manager and the managed, it 

could impact performance negatively. On the contrary, it is also reasonable to assume 

that some combinations could be advantageous under the right circumstances. 

This paper finds some evidence regarding foreign CEOs that contradicts assumptions of 

previous studies. While outside CEOs often are foreign, they behave differently as a 

group, and so do the firms that hire them. Namely, firms that hire foreign CEOs seem to 

be performing better rather than worse than the average, unlike what is often reported 

for outside CEO-hiring firms, indicating that a foreign CEO hire may not be a distress 

signal as much as outside hires are made out to be. Post-succession performance cannot 

be attributed to the foreign CEOs, but some of the performance seemingly can be 

explained by their cultural background by employing certain national aggregates such as 

the Kaufmann (2004) Corporate Ethics and Governance Indices. 
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1.1. Motivation 

Traditionally, leadership has been passed down by the (founding/heir) CEO to a son, 

daughter or another appointee from within the company, in what has come to be called 

‘relay succession'. It is still the most common method of transferring the control of the 

company, and to deviate from this norm used to be seen as a do-or-die measure only 

taken when the incumbent CEO had to be replaced on short notice or failed to find a 

successor. Lately, there has been a shift towards more outside CEO hires. The increase is 

however not only because of more immediate replacements but is also composed of 

increased planned outsider CEO successions. Between 2012 and 2015, boards chose 

outsider CEOs in 22 percent of planned turnovers, compared to a 14 percent average 

between 2004 and 2007. (strategy& 2016) That makes up a 50 percent increase in 

outsider CEO selection within a relatively short period. This change reflects how 

companies are facing new challenges such as increased internationalization and tighter 

competition. Some industries have gone through notably large shifts in the past decades, 

and shareholders of companies in such industries increasingly feel the need to undergo 

radical reforms to keep up with the times.  

An interesting part of the process to look at is in what sense the outsiders differ from 

candidates that could be found internally, and why these qualities seem desirable to the 

shareholders. Is it just the ‘exoticness’ and the charismatic impression stemming from a 

well-polished resume, or are there perhaps expectations on the external candidate to 

bring in new intercultural experience and competence? The strategy& (2015) study 

shows that outsider CEOs are 50 percent more likely to be of a different nationality than 

the respective company headquarters region, and roughly 40 percent more likely to have 

more international experience than that of their insider CEO counterparts.  

There is also variation in preferences around the world. Western European companies 

are much more likely to hire outsider and foreign CEOs than American, and especially 

Japanese counterparts (strategy& 2015). Over the years 2008-2012, the numbers for 

foreign CEO hires were 30 % in Europe, 14 % in the U.S, and only 1 % in Japan. (Favaro 

2013) Western European companies also tend to replace their CEOs with outsiders more 

reactively than proactively, i.e. it happens significantly more often in low-performing 

companies, and the incumbent CEO is often at the same time forced out. Ironically 

enough, the research also shows that outsider CEOs in Western European companies 

perform consistently worse than those in the U.S. or Canada. 
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If the nationality is irrelevant in terms of performance – as many claim -  then what 

motivates the different preferences and outcomes around the world? Similarly, it has 

been recognized that executive compensation is higher in the U.S. than in most other 

parts of the world, reflecting cultural differences. What is to say that such cultural 

differences cannot have implications for the managerial fit of new CEOs and the 

performance of the firm? 

One recent notorious example of outsider foreign succession and its reception is that of 

what happened in Nokia in 2010. The company was undergoing a sharp decline in sales 

and profitability and was facing stiff competition from multiple competitors. To change 

the direction of the development, the board recruited Stephen Elop from Microsoft and 

gave him a hefty signing bonus.  Shortly after his appointment, the new Nokia chief 

executive sent out a company-wide memorandum about how Nokia had become a 

‘burning platform,' and that the group would have to embrace ‘radical change’ to survive 

(Ward & Parker 2011). The ‘radical change’ had to some extent already begun with his 

appointment, as he was the first non-Finnish director in Nokia’s history. The 

appointment of Elop polarized shareholders, and within his first year as CEO, some 

reportedly started gathering signatures to have him fired (Phone Arena 2012).  During 

his tenure at Nokia 2010-2013, Nokia’s stock price fell 62 percent, their smartphone 

market share crumbled from 33 percent down to 3, and the company’s cumulative loss 

reached almost €5 billion. (Cord 2014) 

Without hypothesizing to which extent the blame should fall on Elop, and whether it was 

due to individual incompetence or a mismatch of cultural views and managerial styles, 

the story offers a valuable insight into how things may turn out when a company is too 

eager to seek ‘radical change.' 

In a previous research paper on the topic of gender differences among CEOs in a 

Scandinavian setting (Sebbas 2015), some control variables indicated that foreign CEOs 

in the recent years performed significantly worse than the native counterparts. The 

unsuccessful attempts of finding other studies on the topic further motivated this study. 

A major reason the area has not been looked into more thoroughly is that the data is 

difficult to collect on a large enough scale that quantitative analysis requires. The 

exception is datasets for SP500 or Fortune 500 companies (such as the annually 

published Forbes CEO compensation survey) which are often analyzed thoroughly from 

many angles. While research on the biggest of the biggest is interesting, it for many 
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reasons is not always applicable for smaller companies. Moreover, the nationality of the 

CEO and its implications are very different in a European setting than in an American 

one, as there is a broader cultural diversity at play in Europe. The multitude of different 

languages and cultures might create barriers and clash as the CEO tries to integrate into 

and influence the company. 

By using new data sources, the research offers some unique insights and data points that 

have not been reported before. The added value is a better understanding of factors and 

implications for companies that hire foreign CEOs, and perhaps new knowledge of 

aspects that can impact the suitability of the hire. 

1.2. Contribution 

This study contributes to existing literature in strategic management by viewing a 

relevant issue in a new light. Finkelstein et al. (2009) among other scholars have called 

for more in-depth research that goes beyond the assumptions of the effects of new CEO 

origin per se, but also “moves forward with contingency explanations” of under which 

conditions (outside) succession is more likely to be beneficial. (Giambatista et al. 2005: 

982) 

Unlike other studies that rarely look beyond insider/outsider factors, this study takes a 

more in-depth look at the nationality of the CEO and puts it in relation to the country of 

the company. Utilizing a new manually collected data set, it is the first paper that looks 

at a more comprehensive set of countries and the target culture in relation to the CEO’s 

in a quantitative manner. To quantify and explain the cultural differences, and 

consequently, possible causes for culture clashes or superior performance, a set of 

indices are used. Among others, Hofstede’s (2010) cultural dimensions and the 

Kaufmann’s (2004) Corporate Ethics and Governance indices are taken into 

consideration as determinants for how well a CEO can adapt and succeed. With this 

approach, the effect is investigated on a more general level and not just within a specific 

country.  

While diversity in terms of age, gender and race often is considered in management 

research, have the nationalities seldom been given much, if any weight. Jalbert et al. 

(2011) write “no known previous study has examined how the birthplace of the CEO 

interrelates with the operations and performance of the firm,” and Horton et al. (2012) 

explicitly argue against including the nationality when modeling firm performance. The 
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very few studies including the nationality have done so in academically dubious manners, 

and often simply in only one country (which doesn’t reflect the interrelation between 

different cultures, but instead in only one). Additionally, by only including the nationality 

or region, one fails to quantify differences or to distinguish the vast inter-discrepancies 

that may exist; the differences between two European countries may in many senses be 

more substantial than for instance between the U.S. and a European country. 

In conclusion, this is mainly an exploratory study that aims to examine new alternative 

ways in which cultural differences and leadership style proxies can be applied to CEO 

and leadership research. It is also descriptive in the sense that it contributes with recent 

data over the CEOs (and especially foreign ones) of European blue-chip companies. 

1.3. Purpose of the Study 

The purpose of the study is to evaluate whether there are differences between companies 

run by a CEO from the same country as the company itself, compared to companies with 

a foreign CEO. The paper also attempts to explain the reasons for such differences using 

a set of national aggregate indices. 

1.4. Limitations 

Regarding the scope of this paper, it should be mentioned that the focus is set quite 

strictly on the firm’s chief executive officer. Board members, other executives, or team 

compositions are not addressed. Second, only large European public firms are included 

in the sample. Conclusions drawn from the results may or may not apply to smaller 

companies or other organizational forms, and should be interpreted accordingly. 

1.5. The Structure of the Paper 

After this introductory chapter, the paper reviews theory and previous tangential 

literature that is relevant for the employed methodology and the discussion of the results. 

Then, the collected data and how it has been processed is presented, along with the 

methodology. The presented hypotheses building on the theory are presented. Finally, 

the results are shown, followed by a discussion accompanied by model diagnostics, 

robustness checks and suggestions for future research. 
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2 THEORETICAL FRAMEWORK 

This chapter begins by giving an overview of the CEO, his/her tasks and responsibilities, 

and relevant theory as to what can affect his/her fit and ability to perform the 

responsibilities. Theory revolving the CEO succession process and effects of diversity is 

also summarized, followed by different approaches to measure and quantify cultural 

differences that could be relevant in assessing the CEO fit in practice. 

The CEO is elected by the board of directors, whose task is to represent the shareholders 

of the company and monitor the enterprise and its management. The board sets broad 

goals and policies, and it’s the CEO’s task to enact them through strategy and command. 

In practice, the CEO is the person with the biggest influence on the daily operational 

activities and is in that sense one of the most deciding factors for the company’s future. 

Electing, monitoring, and possibly firing the CEO are some of the most central tasks for 

the board of directors, and thus a lot of research, time, and effort is committed to the 

decisions. Companies and headhunting agencies seem to choose CEO prospects based 

on their characters (Hermalin & Weisbach 1988; Knoeber & Agrawal 2001), and there is 

also a clear consensus that the characteristics of the CEO such as age, tenure, and 

education, in turn, have an impact on the company’s performance (Malmendier & Tate 

2004; Bertrand et al. 2008). 

The required abilities for executive jobs are multilevel in their nature, as the management 

must be both competent and able to co-operate internally, as well as able to promptly 

respond and adapt to requirements set by the environment. Hence, according to 

Hambrick et al. (2005), the outcome depends on: 

1) The individual-level attributes 

2) Internal (organizational) conditions 

3) External (environmental) conditions. 

These above-listed attributes together form the firm’s context. Overlooking any single 

one of these levels can prove very damaging to the company when it comes to electing 

executives. 
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2.1. The CEO Succession Process 

The succession process is in essence how companies select their replacement CEOs, and 

in practice, it often extends to elaborate succession plans and programs in large firms.  

CEO successions can be divided into two distinct types: insider versus outsider 

successions. Insider successions have traditionally been the standard choice, as it 

ensures that the new CEO is already familiar with the company culture and traditions. 

Relay succession has for long been the most common type of insider succession, and it 

involves the incumbent CEO stepping down and at the same time naming his insider 

replacement. Another kind of insider transition, so-called contender successions or 

“horse-races,” is when the CEO does not appoint his successor – but instead, some 

candidates are pitted against each other for a period so that the board can determine who 

would be the better fit. (Shen and Canella 2002b) 

As with all corporate governance and control arrangements, the succession process is 

complicated by a range of agency problems. Different stakeholders want to push their 

agenda through their respective candidates, and the remaining directors either need be 

in support of the new CEO, or the owners stand at risk of having the company held 

hostage by the management. In the case of poorly performing companies, which often is 

the case when owners appoint outsiders, the management is unlikely to be supportive to 

the outside CEO, as they may feel the newly appointed CEO could threaten their position 

at the firm. (Shen & Cannella 2002b) 

2.2. Outsider CEO Succession Antecedents 

Insider succession used to be the absolute norm, but that has now changed. During the 

past couple of decades, companies have increasingly often started to opt for external CEO 

recruitment. There are multiple levels of underlying reasons for this shift. One of the 

initial factors that may have accelerated the trend is probably how boards and their 

power structures have changed. Since the Sarbanes-Oxley Act of 2002, boards have been 

put under scrutiny, and have had to become much more active and independent to 

decrease the agency problems. As board independence has increased, a similar trend in 

replacement CEO independence has also followed1. 

                                                        
1 See Zajac (1990) for evidence of how outsider CEOs decrease agency problems. 
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Although the Sarbanes-Oxley Act is American, the effects2 can also be seen in large 

European companies as many of them are also listed in the U.S. and subsequently need 

to fulfill the same requirements as American companies. The act and its follow-up 

legislation have also indirectly affected public opinion, and have encouraged many 

shareholders to become more involved and vigilant to the board’s decision making. Many 

activist investor groups (primarily hedge funds) have taken advantage of this change, and 

the increased involvement of institutional owners and pension funds have also played a 

big part. When hedge funds now gain board positions, almost half set to push their own 

CEO candidate as a replacement within the first 18 months. This has led to companies 

proactively hiring outsiders to appease its shareholders and to avoid a “coup” (Nickisch 

2016). 

Critics of insider succession have also pointed out flaws in the practice. One of the most 

significant shortcomings of the tradition is that the outgoing CEO often has large (or is 

the only) influence on the choice of his successor. Theoretically, he might know what is 

best for the company, but in practice, giving the departing CEO influence over that 

decision leaves room for moral hazard and may not be strategically sound. As he is 

departing, he may not have much incentive to do what is best for the company, but may 

instead intentionally choose a lousy fit to ensure that his legacy is preserved in a 

comparatively better light. Even if the CEO’s intentions are good, he is likely to choose a 

successor resembling himself – something that is counteractive if he is being replaced 

due to unsatisfactory performance. (Miles 2009B) 

Insider candidates also often lose their shine after a while when the board members have 

gotten used to them, especially when they are put side-to-side with an outsider prospect 

presented by a professional headhunter agency. It does not help that an insider is likely 

to be constrained by their current role, which hinders them from being viewed by the 

board at their full potential. Many good candidates may also be overlooked simply due 

to the fact that the board is never introduced to them in the first place. The headhunter 

firms add to the effect because of their bias toward outside hires as they can charge higher 

fees for those candidates (Zhang & Rajagopalan 2010). PwC’s (2015) Annual Corporate 

Directors Survey confirms this “grass is greener on the outside”-sentiment, and found 

                                                        
2 The effects of the legislation have been diverse, and the legislation has also evolved into implementation 

of further legislation, such as the Securities and Exchange Commission’s Division of Corporate Finance 

Legal Bulletin 14E, released in 2009, which forces company boards of firms listed in the U.S. to make 

transparent succession plans. (Miles 2009A) 
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that only 27 % of directors think their company has suitable inside prospects for the CEO 

position.  

There have also been changes in the external environment for many companies that have 

contributed to a preference of outside hires. For instance, a shift in the company’s active 

markets and customer segments (which for many international companies is the case as 

the world becomes increasingly globalized) may increase the need for new talents and 

expertise. Previous studies have found that especially larger international firms with high 

information processing demands require their prospect CEOs to have external 

experience, networks, and know-how. (Charan 2005; Hermann & Datta 2002)  

Outside succession is thus often paired with organizational change. Due to sluggish 

performance or changing market environments, the owners may wish to restructure firm 

activities. By bringing in an outsider, this can be done more easily. New directors are not 

bound by prior “social contracts” of the firm (essentially to the employees) and are less 

likely to hesitate when it comes to cutting costs or laying off employees (Zhang & 

Rajagopalan 2010).  

2.3. Empirical Evidence Regarding CEO Succession 

Few areas of management research have proven as controversial in empirical findings as 

the CEO succession origin and its impact on firm performance (for a review, see Karaevli 

2007). The issue is deeply embedded with endogeneity issues, which makes the matter 

challenging to study empirically (Giambatista et al., 2005). It is intuitive and well known 

that poorly performing organizations are more likely to pursue change, and that they 

might take considerable risks doing so (Boeker 1997). What makes matters even more 

difficult, is that the poor performance is not always apparent at the time to any other 

parties than the management and the board, which further complicates the process of 

determining causality. 

Many studies have indeed shown that outside successions on average underperform 

those of inside ones (Shen & Cannella 2002a). However, that does not necessarily mean 

that outside hires are inferior to inside ones. It could also mean outside hires are a 

predictor for poorer firm outlooks, and that the firm might not even have the possibility 

to promote an insider. The report by Strategy& (2015) confirms that outsider CEO hires 

are more likely to take place in 1) low performing companies, 2) if the chairman does not 

have CEO experience in the same company, and 3) if the previous CEO was also an 
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outside hire. This could reflect the notion that the board is running out of options and 

sense the worsening conditions. 

What is interesting on the other hand, is that Shen & Cannella (2003) found a strong 

positive investor reaction to announcements of outsider CEO successions, and 

conversely a negative one to non-heir insider promotions. In other words, it seems as if 

the investor sentiment is also turning towards favoring exotic hires. It raises the question 

why academic research has not been able to motivate such a reaction empirically. 

The rate of outside hires is also highly correlated with sectors: industries facing the 

largest shifts have brought in relatively more outsider CEOs. Some of these industries 

are telecom (38 % outsiders), utilities (32 %), healthcare (29 %), and energy (28 %). An 

interesting parallel to draw here is one to shares of foreign CEOs3 per industries as 

reported by Favaro (2013).  Favaro notes that the highest shares of foreign CEOs are 

found in telecom and consumer staples, while only half as often in utilities. This is 

probably because the telecom sector is fragmented, decreasing the pool of talents and 

simultaneously increasing their likelihood to be foreign. The consumer staples industry, 

on the other hand, is characterized by horizontal integration that often crosses national 

borders, and hence offers more internal CEO promotion possibilities. The utility sector 

is mostly regionally focused, and while it has faced massive disruptions lately, there 

seemingly remains a preference to hire native managers. 

2.4. Organizational-adaptation vs. Organizational-disruption theory 

There are two opposing views on the effect of outside succession origin; organizational-

adaptation versus organizational-disruption. The theories also implicitly address 

cultural origin on a national level, as they assume the fit is determined by how well an 

outsider can integrate into the company culture. The first one sees outside CEO 

succession as something positive and beneficial for the company (Helmich & Brown 

1972), and implies that the CEO from the labor market has superior knowledge and skills 

compared to the talent within the firm, and hence is better equipped to deal with future 

challenges and to expand the resource base of the firm (Menon & Pfeffer 2003; Wiersema 

1992). The complete opposite that is the other view, organizational disruption, posits that 

the selection of an outsider CEO is disruptive and a cost for firms (Vancil 1987). It is 

argued, that the lack of firm familiarity and problems for the CEO to integrate into the 

                                                        
3 Again, notice the difference between “outsider“ and “foreign”. 
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management team and the organization hinders internal processes, and results in subpar 

performance for the company (Friedman & Saul 1991; Zhang & Rajagopalan 2004). 

In the beginning, outsiders lack the firm-specific knowledge and skills (Bailey & Helfat 

2003) needed to make the optimal operative decisions and therefore need time to 

familiarize and integrate themselves into the firm environment (Fondas & Wiersema 

1997; Chen 2015). A failure to account for this is often at cause when the outsider CEO 

makes rash strategic decisions that do not match the company’s internal competencies 

and negatively affect the performance (Zhan & Rajagopalan 2004). Research has also 

shown that outsider CEOs stand at a disadvantage when it comes to finding support in 

the management team early after succession, which slows down the integration process 

and interferes with the transfer and absorption of knowledge (Friedman & Saul 1991; 

Grossman 2007). The management team is even likely to show resistance, feel inferiority, 

or to be outright hostile towards the new CEO. Moreover, even if the existing 

management accepts the new outside CEO as their new chief, the lack of intrafirm 

experience between them creates communication challenges in the beginning (Denis et 

al. 2000). 

The outsider, in turn, might question the talents of the management team, and may 

already be planning to replace the management team with his own picks. After all, he is 

likely hired to bring resources that can not be found within the company, and to pursue 

a different mandate rather than strengthening the organization’s existing competencies 

(Lauterbach et al. 1999; Shen & Cannella 2002a; Finkelstein et al. 2009). Similarly, firms 

that bring in outside managers are likely to create a gap between the management team 

and the rest of the organization, as the decision implies that the board is unhappy with 

the way things are and that there might be impending cost-cuttings.  

It is worth noting that the disruption theory extends beyond just outsider successions. 

Charan (2005) declares that the CEO succession process is broken, and far more often 

than not leads to organizational disruption, as the candidates, although being strong in 

charisma, often lack the specific skills needed or for some other reason is a bad fit for the 

specific company. In fact, 40 % of new CEOs fail within their 18 first months (Ciampa 

2005). Failure to integrate a CEO can prove very costly for firms, as strategical mishaps 

take time to recover from, and as new CEOs often bring in their own teams and can cause 

the company to lose its original focus and core competencies. 
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In an extensive empirical study, Zhang (2008) investigated why newly appointed CEOs 

are fired after only a short tenure and found that outside CEOs on average are almost 

seven times more likely to be fired than inside CEOs after only a short tenure (ceteris 

paribus). Perhaps this reflects the board’s hesitation to commit to the unconventional 

choice and his methods fully. This “unfair” treatment of outside CEOs may curb their 

ability to reach optimal performance, as they may be replaced before the results have had 

any time to materialize. 

To conclude, the empirical evidence and theory seem to indicate that at least in the long 

term, companies perform better when led by an inside CEO rather than by an outside 

one. (Zhan & Rajagopalan 2010) Organizational disruption, in other words, seems to be 

the more common outcome of the two theories presented above. Some other tangential 

theories that can also be applied in the same manner are attribution theory and social 

identity theory of leadership (Hogg 2001), both of which describe benefits of having 

similarity between the manager and the managed. Conversely, leadership contingency 

theory and the notion of substitutability can be used to support the same train of thought 

as the organizational adaptation view (see Hartnell et al. 2016 for a review). 

2.5. The Upper-Echelons Theory 

The Upper-Echelons theory is a take on describing how organizations are managed, and 

how the organizational outcomes are predicted by the managers’ background 

characteristics. Pfeffer (1983) first noted that the literature was too focused on 

unobservable psychological states, and called for more research on the structural factors, 

such as demographics, and how they relate to organizational behavior. Hambrick and 

Mason (1984) expanded on these ideas and produced their upper-echelons theory. 

The theory proposes that organizations are not hapless entities (Hannan & Freeman 

1977), but rather reflections of their top executives. The management views every 

situation, opportunity, threat, alternative and decision in front of them through their 

own highly personalized lenses, which are a sum of their experiences, values, and 

personalities. Hence, observable demographic attributes among the top management 

should be predictors for different organizational outcomes. This proposal gave rise to 

significant theoretical and methodological opportunities, and since its publishing, the 

article has been cited tens of thousands of times4.  The ideas have been extended far 

                                                        
4 For a review of upper echelons research, see Carpenter et al. (2004). 
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outside of strategic management research into areas such as psychology and mainstream 

economics. (Magnusson & Boggs 2006) 

A remarkable thing to note about past upper echelons research is that it more often than 

not makes no distinction between different elements of diversity; for instance, gender, 

ethnicity, age, international experience, nationality, tenure, and so on. Instead, a 

composite of multiple aspects is often used, and diversity is assumed to be 

unidimensional with unitary effects; good or bad. There have nonetheless been critics 

against this practice who have shown different aspects of diversity have varying effects 

in an organizational environment (Milliken & Martins 1996), and in the group diversity 

field, there is a distinct separation of diversity dimensions into individual categories 

(Pelled 1996; Jackson & Joshi 2001). 

The opposing theories organizational-adaptation and organizational-disruption 

described in the previous chapter are often pitted against each other as if one of them 

was the ultimate truth. Perhaps they could both be used to explain individual cases of 

success and failure, especially with the help of the upper-echelons theory. Employing 

suitable control variables to account for the ‘personalized lenses’ and the firm 

environment could help determining what results in a successful adaptation, and 

alternatively what causes an organizational disruption. 

Theory revolving the most central aspects when it comes to describing the firm 

environment (or the so-called ‘personalized lenses’) is presented below. It also explains, 

in part, some of the reasoning behind hiring an outsider/foreign CEO. 

2.6. Work-Group Diversity and Internationality 

Much of theory and empirical research on TMT can be extended to the CEO as he is at 

the center of the top management. Observable traits of the top management team that 

have proven to be related to firm performance can reasonably be assumed also to have a 

similar effect for the CEO. When it comes to research regarding diversifying efforts of 

firms’ management, most of it has been focused on the TMT as a whole, instead of on the 

CEO. Hence this chapter is included as a starting point. 

Together with the increased globalization and international embeddedness of the global 

markets, many companies have moved towards increased internationalization. Many 

strive to upscale their competitive advantage onto a global scale, in hopes of reaching 
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more customers. To reach international customers and networks, the inner workings of 

the companies themselves often have to adapt and become more diverse. However, the 

process can prove difficult, and many firms also identify international diversification as 

their biggest challenge (Magnusson & Boggs 2006). Indeed, researchers have found that 

multinational enterprises (hereafter MNE) often perform worse than local counterparts, 

a phenomenon Dewhurst et al. (2011) describe as a ‘globalization penalty.' A remedy for 

challenges associated with internationalization is to have managers who have experience 

with international environments. Many studies have shown that international 

experience of the TMT has a positive impact on performance. (Sambharya 1996; 

Carpenter & Fredrickson 2001; Reuber & Fischer 1997; Hutzschenreuter & Horstkotte 

2012) 

Historically, the diversification process of firms first began some 50 years ago at the 

boards of directors, around the beginning of the 70s. The driving factor for the 

diversification was most likely social movements such as the growing feminist and civil 

right movements (Zweigenhaft 2013). To show their sympathy towards diversity and to 

improve their image, it was easy for companies to spare one or a few of their board slots 

for some tokens, as it was a safe bet and would not necessarily have any (negative) 

impact. Since then, a lot has changed, and the diversification in the top management has 

become more than just a publicity stunt. 

In the U.S., boards and the management is often much more homogenous, whereas, in 

Europe, many concerns diversify their management by necessity to deal with 

internationalization, as their home market size is relatively small. (Lublin 2005) More 

often than not, diversity is now something that exists by default, and might even be 

mandated by law to some extent. 

The effects of diversity in a company setting are however complex and difficult to study. 

There are often many underlying correlated factors at play that can skew the results 

considerably in either way. A consensus from previous research seems to be that diversity 

in a moderate amount is positive and provides diversification and a wider set of 

resources, but that it in overabundance may cause problems when the costs start 

outweighing the benefits. 

Before tackling the theory and empirical research on diversity in an organizational 

setting, it is essential to make the distinction between task-related diversity – differences 

in the educational and functional background – and non-task-related diversity – 
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variance of factors such as age, gender or nationality. (Adams et al. 2015) The previous 

is said to increase the complexity and resources of the organization, whereas non-task-

related diversity in top management teams often is quoted to be a result of cosmetic PR 

reasons and pressure from investors and society with less of a strategical motive (Erhardt 

et al. 2003; Richard et al. 2004; Spence 1974). Studies have likewise shown the latter is 

associated with more absenteeism, higher turnover costs, and more lawsuits (Robinson 

& Dechant 1997). 

Recruitment of personnel of foreign nationalities can, however, be seen as a special case, 

as it often involves both types of diversity listed above. The employee is usually brought 

in for his or her unique task-related expertise, particularly the international experience 

(Gibson 2014) and niche knowledge and networks that can only be found in the global 

job market, but together with the experience they also bring in non-task related diversity 

as they are from a different cultural background.  

Social identity theory (Turner 1982; Turner et al. 1987) explains how the downsides of 

diversity in non-task related background characteristics tend to be a bigger than those of 

diversity in managerial experiences (education, past jobs, tenure). The team cohesion 

and chemistry is crucial for success in the top management teams, and especially cultural 

diversity tends to put strains on relationships within the group for various reasons. 

Discrimination and stereotyping are for instance much more likely to occur based on 

differences in the cultural background than based on their past work experiences or 

education. Conversely, empirical evidence has shown that externally appointed 

individuals are more likely to get direct mentoring and support from team members who 

demographically resemble themselves (McDonald & Westphal 2013) Similarities 

between the CEO and the TMT also facilitates information exchange in both directions. 

(Tröster & van Knippenberg 2012; Tsui et al. 1992) 

Communication problems can be rooted much deeper than merely in language barriers 

and in limitations of firm-specific knowledge. If the dissimilarity of the demographic 

profile (for instance the age, gender, ethnicity, nationality) of a manager or the whole 

management is substantial compared to the employees lower down in the organizational 

hierarchy, it may lead to communication issues on a vertical level as well. (Morrison & 

Milliken 2005) Chattopadhyay et al. (2004) state that socio-demographic differences are 

associated with stereotyping and meager cooperation, whereas similarities increase 

cohesion and information exchange. In a company setting, this can be especially 

troublesome when it comes to delivering bad news or negative feedback. Managers may 
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be unsure of how to interpret the message when it is coming from someone they do not 

know from before, in particular, if they are socio-demographically different from 

themselves, and may end up taking personal offense from it or viewing it with suspicion.  

Demonstrating the above, we apply the upper-echelons theory and how the cultural 

background of a manager can shape how he or she views interactions with other 

employees of the firm. A person (or a management team) that comes from a high power 

distance5 cultural background will be used to a strict hierarchical environment where 

negative feedback is either heavily sugar coated, or limited to specific channels and 

circumstances, and may feel threatened or attacked by comments and critique which 

could be seen as ordinary communication in a lower power distance culture.  

Professor Bo Nielsen at Copenhagen Business School, author of multiple nationality 

research articles, explains that the setup of generalizing different types of diversity is 

problematic and that it is a much more complicated construct that needs to be unpacked 

before it can be studied. (Nielsen & Nielsen 2013) In the context of a top management 

team (TMT)6 nationality diversity and firm performance study on Swiss multinational 

companies, Nielsen emphasizes the importance of distinguishing specifically between 

international experience and nationality. Growing up, going to school, and being 

embedded in a country’s institutional context has profound ramifications for how 

someone’s personality and decision-making develops, he says. “As such, institutionally 

embedded experiences acquired during an individual’s formative years are far more 

likely to influence strategy-making than say international experiences acquired during a 

relatively short period of stay in a foreign country.” (Nielsen & Nielsen 2013) Being of a 

different nationality means more than just having lived or worked there temporarily, and 

likely has left a much more lasting impression on the person that will have a heavier 

impact on his managing abilities. Furthermore, Nielsen emphasizes that researchers and 

companies alike tend to underestimate the difference between the two when they fail to 

treat them separately. 

In their study, Nielsen and Nielsen combine upper echelons theory along with 

institutional theory, and use a nationality diversity score for the TMT and develop a 

framework to analyze the performance effects in different settings. They find that the 

                                                        
5 In high power distance cultures, there is a strong presence and acceptance of authority and hierarchy, and 

employees do not generally confront their bosses.  
6 Hereafter “top management team” and the abbreviation TMT will refer to an equivalence of the C-suite 

part of the management as there is no widely accepted consensus definition for the term in previous 

literature. 
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nationality diversity is generally positively related to performance, but that the effect 

varies per context and that it is not unidimensional. The effect is more prominent in 

longer-tenured teams, more highly internationalized firms, and in more resourceful 

firms. They also draw more general conclusions stating that the results of TMT diversity 

depend strongly on the specific aspects of diversity that is considered, as well as on the 

company and industry setting. 

However, the results have been mixed even when it comes to explicitly investigating 

nationality diversity. Umans (2013) constructed a similar cultural diversity factor that 

was also based on nationalities for a set of Danish and Swedish listed firms’ management 

teams, and found the opposite than that of Nielsen & Nielsen; nationality diversity had 

an adverse effect on performance in their sample. The conclusion was that the 

organizational performance worsened due to a decreased ambidextrous orientation (see 

Lubatkin et al. 2006) – in other words – firms could not balance the exploration of new 

opportunities with the retention of existing competencies when they moved towards 

higher nationality diversity. While the samples of Nielsen and Nielsen and Umans were 

from comparable time spans, were the industry environments arguably different. The 

Swiss companies are much more internationally focused in general, both due to their size 

and their geographical location, which could have created a more accepting climate for 

internationality. 

2.7. Foreign CEO 

This chapter is aimed to provide a summary of circumstances that have led to an increase 

in the demand and prevalence of foreign CEOs. To the extent that it is applicable, matters 

are then viewed and analyzed from an upper-echelons perspective. 

The external (environmental) conditions of organizations constitute the resources and 

possibilities available for firms within the industry. Resource-dependence theory (Pfeffer 

& Salancik 1978) suggests that the environment thus affects the organizational 

characteristics and their behavior by influencing the distribution of power and control 

inside an organization, affecting the process of both selection and removal of executives 

within firms towards an optimal composition (Keck & Tushman 1993). As Pfeffer and 

Salancik (1978:238) put it: “the selection and tenure of chief executives in organizations 

are consequences of the organization’s context and the ability of administrators to cope 

with the uncertainties and contingencies deriving from that context.” A practical example 

of how this can take shape is how firms in different industries face different amount of 
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shareholder and especially institutional pressure (Hambrick et al. 2004). A reason for 

the variance can be that some industries are more difficult to understand for owners, or 

less influenced by managers, and hence of less interest to govern strictly. 

From the perspective of upper-echelons theory, Hambrick and Mason (1984) argue that 

the managerial characteristics are influenced by the industry they are active in. 

Accordingly, upper-echelons research has confirmed both theories, finding that 

managerial team compositions and attributes vary between industries (Norburn & Birley 

1988; Pegels et al. 2000). Another interesting finding is that industries have become 

more heterogeneous (diverse) rather than homogenous over time, and so have the top 

executives’ backgrounds. (Hambrick et al. 2004) 

Internal needs and shareholder influence. Increased globalization has made it easier for 

firms to reach new customer segments with new needs and values, and has caused many 

of them to increase their product offering and expand their activities. Due to such 

changes in industries, intercultural competence has become a very sought-after quality 

for leaders at many western companies. 

International experience is often viewed as a proxy to intercultural competence (Gibson 

2014), which has made it increasingly common for boards to hire foreigners to the top 

management. These foreign candidates are chosen mainly for their international 

experience, with less regard given to their ethnic diversity. Greve et al. (2015) investigate 

the way multinational enterprises seek international experience in their executive 

candidates and find that foreigners are much more likely to be appointed when the hiring 

purpose relates to international activities. The fascinating part is that they also find the 

firms do not display a strong preference about nationality, but only the fact that they are 

foreign. Instead, they seek firm-specific skills, which suggests that “MNEs associate 

foreign TMT candidates with a different set of information-processing, resource-seeking, 

and legitimacy-building abilities, as well as a different set of risk attributes than their 

domestic counterparts.”( Greve et al. 2015:28)  Nonetheless, the outcome will be the 

result of all the factors and effects at play. 

Independence is another quality that has gained progressively more attention as of the 

past decades. Many shareholder groups have become more active, especially institutional 

groups and activist investors such as hedge funds. They have started demanding more 

diverse representation and diligent involvement of the board members, and legislation 

has followed. Massive scandals around the turn of the millennium where disinterested 
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and inactive boards were to blame especially advanced legislative efforts. (Rockness & 

Rockness 2005) The pressure towards more independence has also stretched as far as to 

the choice of CEOs, and lately the shareholders often either push their own candidate or 

introduce an outsider through an independent headhunting agency with the goal of 

reducing agency issues. 

When looking for an outside candidate that has relevant firm- or industry-specific 

experience and networks suitable for a top management position in a huge company, a 

significant share of the options will inevitably be from other countries. It is important 

not to make the mistake of equating foreignness with international experience - or even 

worse - multicultural competence, as the upside of being familiar with another culture 

quickly is negated if there is a converse lack of knowledge about the culture in the home 

area of the company. On the other hand, a foreign nationality or citizenship can also 

make a case for much stronger international competence than a few years of 

international experience can. 

In MNEs that already are widely established on an international level, internal recruiting 

often offers a multitude of internationally experienced candidates. In these candidates, 

the firm-specific knowledge and tenure are likely to alleviate problems otherwise 

associated with foreignness, as they are probably already used to the company culture. 

Similarly, when members of the TMT have worked together for a longer time, the group 

becomes more routinized (Keck & Tushman 1993). Especially if the CEO has had a long 

tenure, he is likely to make the TMT more homogenous and similar to himself. (Keck & 

Tushman 1993) This illustrates the importance of distinguishing between internally and 

externally recruited foreign managers, as well as to account for the tenure of said 

managers. 

In the end, when it comes to the decision of hiring a foreign CEO, it boils down to 

weighing the pros against the cons. How well will the person fit in into the company and 

the TMT, and how valuable are their characteristics? There is a rapidly growing 

recognition that CEOs need international experience to stay competitive, but little is 

known what types of intercultural competencies really are required at the top. Research 

has primarily been concentrated on lower level employees, students, or in smaller firms, 

as data for these individuals is more much accessible. Assessing CEOs and business elites 

is challenging, which also explains why there is such a lack of research on them. (Gibson 

2014) 
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The one thing that undeniably seems clear is that international experience has some very 

distinct advantages. Daily et al. (2000) and Carpenter et al. (2001) found that CEOs with 

international experience realized better returns in a sample of Fortune 500 firms, and 

Magnusson & Boggs (2006) explain with resource-based theory how international 

experience has become almost an imperative prerequisite for CEO candidates to be able 

to ascend to the position. In a study done by Gregersen et al. in 1998, 80 percent of global 

CEOs themselves asserted that living and working in a foreign country was the “single 

most influential experience” in their lives when it came to leadership development. 

2.8. Quantifiable Dimensions of Cultural Differences 

A major difficulty with studying or viewing the effects of a foreign CEO through an upper-

echelons theory perspective is to unpack the diversity package that is the foreign CEO 

and to come up with quantifiable and universal measures to do so in. Many studies find 

results that seem to be bound to that specific contexts’ time and place, hinting that the 

models lack a frame of reference suitable for global application. The most common 

approach has been to tackle the matter from psychology perspectives and to build 

profiles of CEO personalities according to personality testing models. This procedure 

requires cooperation, time, and effort from the participants (i.e., the CEO and other 

parties of interest) to be accurate, and are consequently very difficult if not unrealistic to 

do on a large scale for managers of blue-chip firms. Alternative frameworks are thus 

sought to describe the differences in values and perception a foreign nationality may 

entail. Indeed, both researchers in the field of upper-echelons theory (Finkelstein et al. 

2009; Giambatista et al. 2005), as well as in group diversity (Nielsen & Nielsen 2013) 

have called for more alternative approaches, and for researchers to challenge the 

conventional assumptions of diversity effects. 

There are a few different ways to assess cultural values and preferences in societies 

around the world. One can either look at how systems differ in countries (e.g., languages, 

geographical zones, legal traditions, socioeconomic data), or one can use standardized 

survey data that measures more vague sentiments or values. Systematic structural 

differences are not suitable for this paper, as the sample is from a compact area with few 

such differences and limitations to the detail of data available. Some of the survey-based 

indices that on the other hand will be used for this paper are presented below. 
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2.8.1. Hofstede’s National Culture Dimensions (Hofstede 2010) 

After a decade of research in the 1970s, Dr. Geert Hofstede had developed a set of 

psychological models to be able to quantify few different cultural dimensions around the 

world. The models have since gone on to become something of an internationally 

recognized standard for cross-cultural comparative studies in many different fields of 

research. 

The original four dimensions were based solely on social statistics on employees of IBM 

offices throughout the world to ensure that the patterns found were attributable to 

national differences and not just different company cultures, as IBM strived to have a 

similar culture in all their offices. In later years, the indices have been improved, and two 

more dimensions have been added as other researchers have contributed to the work. 

The six dimensions all represent different “independent preferences for one state of 

affairs over another that distinguish countries (rather than individuals) from each other.” 

(Hofstede et al. 2010) The scores are normalized and relative, and thus only meaningful 

in comparisons. Important to note is that the scores have been relatively stable over time. 

When cultures shift, they tend to do so globally, keeping the relative differences 

anchored. The only exception to this is when nations fail or undergo rapid increases in 

wealth and education, but also then the relative positions only change slowly over an 

extended period. In the context of this paper, it is consequently a non-issue. 

Some interesting correlations between the culture scores are found to various other 

social, political and economic data. One of the most known dimensions, Power Distance, 

is correlated with income inequality, and individualism, on the other hand, is correlated 

with national wealth. The relationship holds between and within continents and 

countries and is robust to differences in social cohesion and ethnic composition. 

(Gorodnichenko & Ronald 2012) 

The dimensions have not previously been used in the field of CEO-firm synergism – 

possibly because it could seem somewhat far-fetched to use a country population average 

as a proxy both for the CEO and the whole company. In the field of mergers & acquisitions 

(M&As), however, the indices have been applied as it perhaps is more easily justifiable 

to have them represent the culture of the whole company and all of its operations instead 

of a specific part of its leadership, but also this practice has faced criticism. (Holderness 

2016) 
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Even though the Hofstede’s cultural dimensions still today is the most well-known way 

to quantify cultural differences, it has received a fair bit of criticism (Dorfman & Howell 

1988). Schmitz and Weber (2014) for instance dismiss the Uncertainty Avoidance 

dimension, one of the first original four indices, claiming that it is an IBM-specific 

construct that does not hold outside of the firm.  

Below the different dimensions are explained separately. 

Power Distance Index (PDI) 

The PDI measures how well a society accepts unequal distribution of power. In societies 

that exhibit a large Power Distance, hierarchy and inequality is more common and 

requires less justification, and bosses are addressed much more formally and with more 

respect. Contrary to what some would think, there are some significant disparities in this 

score even within Europe. For instance, some of the largest differences are found 

between French Swiss that rate 76 and German Swiss who only score 26 on a relative 

scale from 0 to 100. 

Individualism versus Collectivism (IDV) 

The high side on this scale represents individualism and how people are expected to only 

take care of themselves and close family. The opposite, Collectivism, is defined as how 

much the people in society expect members of their groups to support them 

unconditionally. The position on the dimension is also reflected in whether people define 

their self-image in terms of “I” or “we.” 

Masculinity versus Femininity (MAS) 

Masculinity entails the preference for achievement, assertiveness, heroism and 

performance-based material rewards, whereas femininity implies more cooperation, 

modesty and caring for the weak. In companies, it is also known as “though versus 

tender”-culture. 
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Uncertainty Avoidance Index (UAI) 

The extent to which people are comfortable with uncertainty and ambiguity varies a lot 

between cultures. In society, it expresses itself with how much people try to control the 

future versus letting it happen and dealing with consequences. Countries exhibiting a 

high UAI have strict codes of belief and are intolerant of unorthodox solutions to 

problems, while weaker UAI societies emphasize practice over principles. As a practical 

example, UAI is associated with the legal duty for citizens to carry identity cards with 

them. 

Long-Term Orientation versus Short-Term Orientation (LTO) 

In societies, this dimension is related to how strongly time-honored traditions and norms 

are upheld, compared to how much of a focus it put on dealing with challenges of the 

present. Low scores view societal change with suspicion, and higher scores encourage 

modern education as a preparation for the future. The dimension is easily translated to 

a company setting, based on the time horizon strategies are often planned at. LTO has 

also been connected to school mathematics international competition results.  

Indulgence versus Restraint (IND) 

The newest addition IND was added to the framework in 2010 based on Michael 

Minkov’s analysis of the World Values Survey data, and it stands for how society views 

enjoyment of life and having fun. Restraint, or a low score on the index, represents strict 

social norms that regulate and suppress gratification of needs, whereas indulgence 

means more open-mindedness, freedom of speech and less interest in performance-

related rewards, amongst other things. 

2.8.2. GLOBE Foundation: Leadership Dimensions (GLOBE 

Project 2014) 

The Globe Project draws on many similarities to Hofstede’s Cultural Dimensions and 

was, in the beginning, an explicit substitute for it with almost identical dimensions. The 

newest revision of the project has taken a different approach, tailoring it for leadership 

applications within organizational contexts. It features a large-scale study of Top 

Management Teams and CEOs across countries and cultures and investigates the 

influence of societal values and their influence over leadership behavior in a business 

setting. The motivation for the project was to see if culture affects the expected leadership 
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style and if the success of the CEO is reliant on having a leadership style that abides by 

societal norms. 

The project has been carried out two additional times with additions and revisions since 

its original publishing in 2004, the most recent data being focused on CEOs specifically 

and was collected and published in 2014. The data stems from over 1000 CEOs and over 

6,000 top management team members in 24 countries. The coverage is thus not as 

extensive as Hofstede’s Dimensions but is according to some critics more reliable as it is 

not bound to IBM workers. 

In their own report and study, they find that Charismatic leadership behavior is the 

dimension consistently strongest correlated to firm performance, followed by CEO 

Team-Oriented behavior and Humane-Oriented Leadership. They also found evidence 

that the “fit” between the leadership expectations within a society and the CEOs behavior 

predicts firm competitive performance – in other words, cultural differences having a 

negative impact. Their main conclusion is that “global leaders need to understand and 

exceed the leadership expectations in the cultures they are interacting with.”  

Researchers that have investigated the index and compared it with Hofstede’s have found 

that the two models have some major differences and that the supposedly similar 

dimensions can generate different results in different research fields (Shi & Wang 2011; 

Venaik & Brewer 2008). For instance, the different versions of the dimension 

Uncertainty Avoidance (UA) turned out to have a significant highly negative correlation 

in some cultures and were found to measure very different components of the UA 

construct. The UA dimension is however not a part of the GLOBE leadership dimensions 

anymore but has instead been developed into other constructs.  

The six fairly self-explanatory dimensions introduced through their research are listed 

below. 

1. Charismatic/Value-based Global Leadership Dimension 

2. Team-Oriented Global Leadership Dimension 

3. Self-Protective Global Leadership Dimension 

4. Participative Global Leadership Dimension 

5. Humane-Oriented Global Leadership Dimension 

6. Autonomous Global Leadership Dimension 
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2.8.3. Legal Protection - Anti-Self-Dealing Index (Djankov et al. 

2008)  

The legal systems and traditions make up an important cultural aspect for businesses, as 

the legal environment sets limits for what managers and companies can and cannot do. 

Knowing and utilizing these limits is essential to avoid fines and maximize the 

performance of the company. The most straightforward way to incorporate the effect of 

(experience with) juridical systems into quantitative studies would be through dummy 

variables for the legal system in the country (civil law, common law, Scandinavian law, 

sharia law, etc.), but in the case of this paper it was deemed unsuitable as essentially all 

of Europe apart from the United Kingdom has some sort of civil law. The interpretation 

of results would further have been complicated by the fact that being of common law 

nationality is nearly perfectly correlated with having English as a first language. 

Consequently, the Djankov et al. (2008) anti-self-dealing (ASD) index is used instead. 

The index combines a multitude of variables capturing the stance of corporate law on 

minority shareholder protection and its effectiveness in restricting self-dealing 

transactions by controlling shareholders. It was assembled with the help of Lex Mundi 

law firms and is calculated for 72 countries based on existing laws in 2003, essentially 

covering the whole sample of this paper. It partially builds on and addresses criticism on 

their previous anti-director rights index (La Porta et al. 1997; 1998), both of which have 

been shown to predict certain stock market outcomes and have become prominent in a 

broad set of corporate governance and financial literature. 

2.8.4. Corruption Perceptions Index (Transparency 

International 2016) 

Transparency International is a non-profit, politically non-partisan and independent 

organization that since 1995 has produced yearly rankings of countries based on the 

perceived levels of corruption in the countries based on expert opinions and opinion 

surveys. The Corruption Perceptions Index (CPI) has been credited with bringing more 

attention to corruption around the world and has affected many company and 

governmental policies. Their definition of corruption is "the misuse of public power for 

private benefit," and takes into account multiple different surveys and assessments from 

12 different acclaimed institutions and covers 176 countries. 

The index has been found to correlate strongly with black market activity and an 

overabundance of regulation, and negatively with real gross domestic product per capita 
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(Wilhelm 2002) and different measures of economic growth (Podobnik et al. 2008; Shao 

et al. 2007). 

The design of the index has attracted some criticism, most notably because it is mainly 

based on perceived corruption. Indeed, corruption is something that cannot be 

accurately measured directly as it is willfully hidden by nature, but if one only 

investigates mere perceptions of corruption, there is a risk of only reinforcing stereotypes 

and clichés (Campbell 2013). Hough (2016) argues that corruption is too complex to be 

captured by a single score, especially when comparing wildly different environments as 

corruption can take many varied shapes. In the context of this paper, a big weakness of 

CPI is that it mainly measures public-sector corruption and less so corruption among 

private actors. 

2.8.5. Corporate Ethics Index (Kaufmann 2004) 

Kaufmann’s (2004) set of six Corporate Governance and Ethics indices were published 

through the World Bank Institute, and are based on an empirical analysis of the 2004 

World Economic Forum survey of enterprises. The research project aims to challenge the 

prevailing assumptions of how corruption and national governance takes place and to 

explore the notion that legalism has obscured misgovernance into gray zones. To 

investigate, they measure and analyze ways in which companies can be “legally corrupt,” 

to encompass forms of corruption that have not been captured in conventional 

corruption indicators. They find that governance constraints are key determinants to 

global competitiveness, not only in emerging countries but also in transnationals in the 

richer world. 

The six indices consist of five separate governance dimensions and one composite of two. 

1. Corporate Illegal Corruption Index (CICC) 

2. Corporate Legal Corruption Index (CLCC) 

3. (1 + 2) Corporate Ethics Index (CEI) 

4. Public Sector Ethics Index (PSEI) 

5. Judicial/Legal effectiveness Index (JLEI) 

6. Corporate Governance Index (CGI) 

The two first indices together form the Corporate Ethics Index (CEI), the fourth, Public 

Sector Ethics Index (PSEI), focuses only on corruption in the public sector, and the last 
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two Legal Effectiveness (JLEI) and Corporate Governance (CGI) indices are very highly 

correlated. Out of the last two, JLEI has a structure more closely related to that of 

Djankov et al.’s (2008) ASD index, and thusly the CEI and the CGI were deemed the most 

useful for this study. The CEI measure is by structure very similar to Transparency 

International’s Corruption Perception Index but addresses some of the biggest criticisms 

the latter has faced. It is also more specifically geared towards corruption in companies, 

as their definition of corruption is split up in multiple different dimensions. 
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3 PREVIOUS LITERATURE 

For various reasons, the inclusion of the cultural background and specifically the 

nationality of the CEO has been scarce in models when studying the CEO- and firm 

performance. The data is often not available, and even if it is, it is difficult to incorporate 

it into the method and hypotheses in a meaningful way. One interesting approach is that 

of Pandey and Rhee (2015) who look at outsider CEOs in Japan, a country where outsider 

and especially foreign hires are relatively rare. They propose that the firm 

insider/outsider factor can also be extended to include country insider/outsider data, 

and by combining the two dimensions of outsiderness, they find some interesting results. 

Most notably, firms avoid hiring complete outsiders (that is, both firm- and country-

outsiders) in Japan, and if they do, it seems as if it can only be successful if the firm’s 

competitive scope is global. Additionally, foreign-born CEOs need to have a clear vision 

of how to reform the firm, or they will be unsuccessful. Their results do not explicitly 

conform to either organizational adaptation or disruption theory, but they hint that the 

CEOs skillset in some sense must be aligned with the organization for it to function. 

The studies presented below represent the two main approaches to studying CEO/firm 

cultural diversity and its impact on performance and are both relevant as this paper 

draws on a mix of elements of both concepts. The first one by Georgakakis & Ruigrok 

(2017) focuses on readily observable demographical attributes of the CEO and the TMT 

and is published in the Journal of Management Studies, whereas the latter by Hartnell 

et al. (2016) is done in a more humanistic fashion and is published in the Journal of 

Applied Psychology. 

3.1. ‘CEO Succession Origin and Firm Performance: A Multilevel Study’ 

(Georgakakis & Ruigrok 2017) 

Georgakakis and Ruigrok (2017) look at outsider successions and focus on the origin of 

the outsider CEOs, employing a multilevel modeling technique to investigate 109 large 

firm TMT successions between 2005 and 2009 in the UK, Switzerland, Netherlands, and 

Germany. They find that outside foreign succession performance benefits are most likely 

to occur when the new CEO is 1) socio-demographically similar to other top managers, 

2) has international experience from multiple countries, and 3) is hired in a well-

performing company within a stable industry. 
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The study is unique in the sense that it is one of the first of its kind, and one of very few 

made in Europe within the field. Their time period is chosen to represent a period of a 

relatively stable economy, and the countries are selected because their stock exchanges 

are both Europe’s largest and contain the most international companies. 

As performance metric and dependent variable for their regressions, Georgakakis and 

Ruigrok use ROA in accordance with previous CEO succession research. They use an 

average for the two years following the appointment to reduce the impact of outliers and 

to pick up more of the CEO impact on the performance. Their CEO-TMT socio-

demographic similarity measure is a composite of how similar the CEO is to the rest of 

the management team in terms of age, gender, and nationality. Nationality is converted 

to a percentage based on the number of other TMT members that share the same 

nationality. They account for the experience by calculating how many industries the 

directors have been active in previously, weighted by their career length. 

Hartnell et al. (2016) ‘Do Similarities or Differences Between CEO Leadership and 

Organizational Culture Have a More Positive Effect on Firm Performance?’ 

3.2. ‘Do Similarities or Differences Between CEO Leadership and 

Organizational Culture Have a More Positive Effect on Firm 

Performance?’ (Hartnell et al. 2016) 

Hartnell et al. (2016) investigate 119 software and hardware firms in the US to find out 

whether similarities or differences between the CEO and the organizational culture are 

more beneficial for the company. They initially state that are competing theories 

supporting either similarity or dissimilarity, as reflected in organizational adaptation vs. 

disruption views. In their study, they define leadership and culture in terms of task- and 

relationships-based styles, two main categories leadership often is divided in. While their 

approach is slightly different, the paper builds on the same premise as this paper when 

it comes to evaluating the effects of (dis)similarity within the management. They note 

that firms traditionally hire CEOs that align with the company culture, but surprisingly 

they find that the opposite yields better results. 

“Consistencies between CEO leadership and culture create redundancies,“ according to 

Hartnell, whereas differences can complement areas that the company lacks in. 

Hartnell’s advice is that “leaders must search diligently for what isn't currently being 

handled by the culture and fill in the gap.” 
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However, not all differences were found to be positive. The style may not be the complete 

opposite or too confrontational, as that will be met with resistance and resentment from 

the other employees. The leader must understand what has worked in the past and 

preserve that, while also focusing on new ideas. 

They also investigate founding CEOs within the sample and find that it is harder for those 

to benefit from adjusting their organizational culture, as the founders often have created 

a company culture that is genuinely part of their own personality and hence difficult to 

deviate from. 

The study is interesting as its results contradict traditional beliefs about cultural 

similarity and leadership. A takeaway could be that instead of focusing on cultural 

similarity, it is crucial to also account for how versatile a leader’s knowledge and 

experience of different cultural styles is. 

It is not the only study of its kind to find results contradicting general perception of the 

effect of cultural differences. In the field of (cross-border) M&As, where it is more 

common to investigate the effect of organizational culture and cultural differences, some 

studies have shown positive benefits of specific cultural contrasts. Chakrabarti et al. 

(2009) found that differences in individualism and power distance have a positive impact 

on the long-term performance of cross-border M&As, while divergence in uncertainty 

avoidance has an adverse effect. 
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4 DATA AND METHODOLOGY 

4.1. Sample and Data Collection 

The initial sample for this study consists of the companies constituting the STOXX 600 

Europe index as of January 2017. Data for them has been collected for a ten-year period 

from 2006 to the end of 2015, including partial data from 2005 effectively only used for 

yearly relative change variables. A number of criteria are applied to eliminate yearly 

observations for parts of the study, such as the company (1) not having the CEO 

appointed throughout the whole year7, (2) not having sufficiently detailed or public vital 

information, (3) having total assets amounting to less than 100 MEUR8 during the year 

in question, or (4) being in a liquidating, inactive, or merging state, and therefore not 

representative for the rest of the sample. By applying these criteria, it is ensured that the 

firms are comparable regarding size, industry, and managerial impact. The initial sample 

includes 585 companies and 1017 unique CEO-firm pairs throughout the time period 

investigated. For the regression, only complete first year observations for each CEO-firm 

pair are included, which leaves us with 532 CEO succession observations.9 See Appendix 

1 for an overview of the sample industry and country distributions. 

Europe was chosen as a target area for the study as it is clearly underrepresented when 

it comes to CEO research, even though it is where outside and foreign CEO succession is 

the most common (Favaro et al. 2012). The index ESTOXX 600 was selected to represent 

the largest western European public companies, for which the data is reported similarly 

and relatively easy to acquire. Being constituents of an index, the companies are largely 

exposed to the similar market environments and geographical areas and can be assumed 

to be a balanced representation of the largest firms in Europe. Another upside to using 

an international index is that it includes multiple different countries, which allows for 

better application of the cultural indices and provides assurance that the relationships 

are not restricted to the countries investigated. 

The period investigated is based on the availability and reliability of the data and is to a 

large extent restricted by lack of data on managers dating more than ten years back. For 

                                                        
7 ‘Whole year’ defined as an appointment before February of a given year, lasting until at least the next year. 
8 At this point it is relevant to mention that all monetary values are converted to Euro at the respective 

historical exchange rates. 
9 A large part of the observations is dropped as the sitting CEO at the beginning of the sample cannot be 

included unless 2006 was their first complete year. The second most restrictive factor is the compensation 

variable. 
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the data collection, the databases Capital IQ (CIQ) and Orbis were mainly used, 

supplemented with data from BoardEx, UK Companies House, as well as manual 

research through public news sources. 

 The list of current and previous Chief Executives for each company is provided in CIQ 

(albeit in random order), and the individual appointment and resignation dates for 

directors were found primarily in S&P Global Market Intelligence director profiles, and 

then manually matched with the CIQ data and built on from other sources. The S&P 

director profiles were also used to extract information about chairman duality status, 

past job experience, and if the person were working at another firm within the past six 

months and effectively were an outsider. For demographic data, a mix of CIQ, Orbis, 

BoardEx, annual reports, news articles, social network services as well as the UK 

government database Companies House were used individually for each CEO. Company-

specific data is sourced primarily from CIQ, with the exception of the variables regarding 

business segments and NACE-industries that are obtained from Orbis. Other variables 

are cross-validated with data from Orbis, and then manually corrected for errors (most 

notably company headquarter location, company age, and ISIN codes). 

4.2.  Variables and Measures 

4.2.1. Dependant Variables 

As firm performance metric, a two-year average of Returns on Assets (ROA) is used in 

consonance with the majority of previous CEO succession studies (e.g., Georgakakis & 

Ruigrok 2017; Shen & Cannella, 2002a), together with Tobin’s Q. ROA is chosen as it 

provides a well-understood and simple accounting performance metric, and Tobin’s Q is 

selected as a robustness check to consider an alternate version of performance. They are 

winsorized at a 1 and a 99 percent level. Stock-related measures are not considered, as 

they often tend to be dependent on things outside of the management’s control (Karaevli 

2007). If the stock reaction were to be investigated, it would be appropriate to look into 

the announcement effect. The announcement dates of the appointments required for 

such an experiment are however not recorded anywhere for a majority of the sample, and 

the appointment dates themselves are not reliable enough to study either. 

Tobin’s Q ratio (or the Q-ratio) is a ratio introduced by James Tobin (1969) to measure 

the relationship between the market value and the replacement value of assets. The 

upside of using the ratio for company valuation is that it is comparable across firms and 
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industries, and is rather unrelated to stock and accounting performance. The ratio is 

traditionally calculated as:  

𝑇𝑜𝑏𝑖𝑛′𝑠 𝑄 =
𝑃𝑆+𝑀𝑉𝐸+𝐿𝑇𝐷𝐸𝐵𝑇+𝑆𝑇𝐷𝐸𝐵𝑇−𝐴𝐷𝐽

𝑇𝑂𝑇𝐴𝑆𝑆−𝐵𝐾𝐶𝐴𝑃+𝑁𝐸𝑇𝐶𝐴𝑃
   (1) 

(Lindenberg & Ross, 1981) 

Where PS stands for the preferred stock, MVE is the market capitalization, LTDEBT is 

the firm’s long-term debt (adjusted for age structure), STDEBT the book value of the 

current liabilities, ADJ is the net short-term assets, TOTASS the book value of the total 

assets, BKCAP the book value of the net capital stock, and NETCAP is the inflation-

adjusted net capital stock. Chung & Pruitt (1994) argue that this method is unnecessarily 

complicated in terms of data requirements and computational effort and that a simplified 

approximate estimate of the ratio calculation can explain nearly 97 % of the variability of 

the more theoretically correct method presented above. The approximate version is used 

for this study, and is calculated as follows: 

𝐴𝑝𝑝𝑟𝑜𝑥𝑖𝑚𝑎𝑡𝑒 𝑄 =
𝑀𝑉𝐸+𝑃𝑆+𝐷𝐸𝐵𝑇

𝑇𝑂𝑇𝐴𝑆𝑆
   (2) 

(Chung & Pruitt 1994) 

Where DEBT is the net debt (total debt less cash and equivalents). 

4.2.2. The Independent Variables 

The CEO nationality is recorded as a categorical variable, including all the countries 

where the person has citizenship in and hence does not make a distinction between 

birthplace and other countries where the person has adopted citizenship. On the 

company-year-level, the data is then encoded into two new dummy variables, Foreign 

that takes the value 1 only if none of the nationalities match that of the company, and 

MultCitizen that equals 1 if the person possesses multiple citizenships. The firm country 

is defined as the company’s operational headquarters. 

Outside succession is accounted for with the dummy variable Switch_Jobs and takes the 

value 1 if the person has worked at another firm in a C-suit-level position within half a 

year of appointment to the CEO position. 

The indices listed below in Table 1 are used to calculate the CEO-Firm cultural difference. 

None of these indices have, to the best of the author's knowledge, been applied to CEO-

firm dissimilarity models in any academic papers before. Some have however appeared 

within tangential fields such as CEO-pay (Haynes 2014; Tosi & Greckhamer 2004), 
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M&As (Chakrabarti et al. 2009), and intercultural group diversity research (Milliken & 

Martins 1996). 

Index       Variable 

Hofstede et al. (2010)     

Power distance index   pdi 

Individualism vs. collectivism idv 

Uncertainty avoidance index   mas 

Masculinity vs. femininity   uai 

Long-term vs. short-term orientation ltowvs 

Indulgence vs. restraint   ivr 

GLOBE Project (2014)     

Charismatic/value based dimension cvb 

Team oriented dimension   to 

Self-protective dimension   sp 

Participative dimension   p 

Human orientation dimension ho 

Autonomous dimension   a 

Djankov et al. (2008)     

Anti-Self-Dealing Index   asd 

Transparency International (2016)   

Corruption Perceptions Index   cpi 

Kaufmann (2004)       

Corporate Ethics Index   cei 

Corporate Governance Index   cgi 

Table 1 Indices Used to Quantify Cultural Differences 

The CEOs cultural (dis)similarity to that of the company is measured by calculating the 

difference in dimension index scores between the CEO’s home country and the company 

headquarters country. Here for each of the indices, the assumption is made that both the 

CEO heritage and the company cultures can be generalized to that of the countries. CEOs 

who have multiple citizenships are accounted for by a few alternative methods of 

calculating the difference (equations (3) through (5)), capturing both the smallest 

difference as well as the biggest (both to be tested in cases where differences could be 

both positive and negative). Regressions are performed with both regular differences as 

well as absolute differences to attempt to establish whether there are fixed benefits to 

having higher or lower scores in either of the dimensions or if the fit is better determined 

by a having a score as similar as possible. In some cases, regressions are run with nominal 

scores instead of differences ((6) and (7)), to determine if certain characteristics are 

universally preferable.  
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𝑑𝑖𝑓𝑓 = 𝑀𝐼𝑁 ((√𝑖𝑛𝑑𝑒𝑥𝑓 − 𝑖𝑛𝑑𝑒𝑥𝑐1
2 ), … , (√𝑖𝑛𝑑𝑒𝑥𝑓 − 𝑖𝑛𝑑𝑒𝑥𝐶𝑛

2  ))  (3) 

𝑚𝑖𝑛𝑑𝑖𝑓𝑓 = 𝑀𝐼𝑁 ((𝑖𝑛𝑑𝑒𝑥𝑓 − 𝑖𝑛𝑑𝑒𝑥𝑐1), … , (𝑖𝑛𝑑𝑒𝑥𝑓 −  𝑖𝑛𝑑𝑒𝑥𝑐𝑛))  (4) 

𝑚𝑎𝑥𝑑𝑖𝑓𝑓 = 𝑀𝐴𝑋 ((𝑖𝑛𝑑𝑒𝑥𝑓 − 𝑖𝑛𝑑𝑒𝑥𝑐1), … , (𝑖𝑛𝑑𝑒𝑥𝑓 −  𝑖𝑛𝑑𝑒𝑥𝑐𝑛))  (5) 

𝑚𝑖𝑛 = 𝑀𝐼𝑁((𝑖𝑛𝑑𝑒𝑥𝑐1), … , (𝑖𝑛𝑑𝑒𝑥𝑐𝑛))    (6) 

𝑚𝑎𝑥 = 𝑀𝐴𝑋((𝑖𝑛𝑑𝑒𝑥𝑐1), … , (𝑖𝑛𝑑𝑒𝑥𝑐𝑛))    (7) 

Where indexf is the score for the firm and indexci is the score for a CEO’s nationality i. 

4.2.3. Control Variables 

Conforming to previous studies, the control variables that are considered to have an 

impact and are available for the majority of the sample are used. The CEO-specific 

control variables are limited to Gender, Age, Duality, Compensation and Past Jobs. 

Duality is to control for the relative individual-level power of the CEO, Compensation is 

the combined total annual cash and non-cash compensation to control for the quality of 

the CEO, and Past Jobs is a numeric value for the amount of previous 

executive/managing director or equal-leveled jobs the person has had at other public 

firms before the current position. 

Firm-specific control variables are Firm Size, Company Age, Number of Business 

Segments, Number of Geographic Segments, and State Ownership. In addition to these, 

Industry, Country and Year fixed effects are used unless otherwise specified. 

Firm Size is measured by the total assets of the firm each specific year, as that is a sound 

firm size measurement that should be the least mechanically correlated with other 

variables of interest in this study. (Dang et al. 2018) Firm Size and Company Age are 

arguably important to include for this study due to a structural weakness in the 

methodology, as there is a slight sample selection related survivorship bias. The 

companies included in the study were chosen based on the index components as of 

January 2017, but the data collected stretches as far back as to 2005. That means that 

there are some companies included in the sample that have grown disproportionally 

much which lead to them being included in the index in the first place, thus creating a 

skew. The problem is alleviated by the Total Assets cutoff and by controlling for the 

Company size and age. 
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Since the focus is on large European firms which usually have a significant proportion of 

international sales, it is critical to control for each firm’s degree of internationalization, 

ideally measured as the ratio of foreign sales (or assets) to total sales. (Hermann and 

Datta, 2002; Georgakakis & Ruigrok 2017) Such a variable is very likely also correlated 

with the odds of a company hiring a foreign CEO. However, no database offering such 

data for the companies in the sample was found. Instead, a proxy Number of Geographic 

Segments is used. For this post was data missing or not applicable in some 9 % of the 

observations. In a spot check of ten of such cases, were eight either local energy 

companies or centralized retailers, and were hence assumed to have one (1) geographical 

segment. 

The diversification of sales into different industries or regions can also reduce the firm’s 

cash flow volatility, and such a variable could therefore also capture the risk associated 

with running a specialized business (Colak & Korkeamäki 2016). The variable Number 

of Business Segments has been added to control for this. 

The separation of ownership and control puzzle is more problematic in state-owned 

companies, as state ownership adds a layer of control (governmental representatives) 

between the ultimate owners (taxpayers) and the firm. The government tends to appoint 

politicians and their political allies to run and influence the firms, which often can harm 

the competitiveness and profitability. (Lazzarini & Musacchio, 2015) Hence, a dummy 

variable State Owned is created to control for state ownership-effects in firms. State 

ownership data is extracted from the database Orbis and defined as enterprises of which 

governments are ultimate owners of a share larger than 25.01 %. Manual research also 

supplemented the data. 

The Industry dummies are based on NACE codes – the European statistical classification 

of economic activities – which ensure that the companies within industries are 

comparable at a European level. The 20 main industries level is used, out of which 18 

exist in the sample10.  

4.2.4. Method 

T-tests and various regressions are used to test the differences in properties of the 

subsample groups of domestic and foreign-CEO-led companies as well as in the CEOs. 

                                                        
10 The other two being activities by households or extraterritorial organizations. 
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For the main post-succession performance regressions, a mixed random effects 

Weighted Least Squares (WLS) method is used. Year clustered standard errors are used 

as the median firm only appears once in the sample (Rogers 1994). 

 The base model is as follows: 

𝑌𝑖𝑡 = µ + βx𝑖𝑡 . . +𝑢𝑖 + 𝜖𝑖𝑡  (8) 

Where each company i is observed at different time points t, ergo 𝑌𝑖𝑡 giving the 

performance of the ith company at time t, as explained by the entire population average 

µ and the random effects of the explanatory variable(s) βx.  𝑢𝑖 denotes the firm random 

effect, and 𝜖𝑖𝑡 gives the pure residual.  

The variables used in the base model that combines both CEO- and firm-specific 

variables (without cultural indices) is thus: 

𝑌𝑖𝑡 = µ + β1Gender𝑖𝑡 + β2lnAge𝑖𝑡 + β3Chairman𝑖𝑡 + β4Founder𝑖𝑡 + β5Foreign𝑖𝑡

+ β6MultCitz𝑖𝑡 + β7Switch_Jobs𝑖𝑡 + β8Past_Jobs𝑖𝑡 + β9lnTotComp𝑖𝑡

+ β10lnTotAss𝑖𝑡 + β11lnCompAge𝑖𝑡 + β12NoBusinessSegments𝑖𝑡

+ β13NoGeoSegments𝑖𝑡 + β14Stateowned𝑖𝑡 + β15Industry𝑖𝑡 + β16Year𝑖𝑡

+ β17Country𝑖𝑡 + 𝑢𝑖 + 𝜖𝑖𝑡 

Out of which Gender, Chairman, Founder, Foreign, MultCitz, Switch_Jobs and State-

owned, are dummy variables, and Industry, Year, and Country are fixed-effect 

dummies.  

4.2.5. Model Diagnostics 

The usage of a Random effects model is substantiated by a Hausman test (see Appendix 

8). Heteroscedasticity (& autocorrelation) is not a problem as heteroscedasticity-robust 

standard errors are used.  

The correlations of the independent variables and the variance inflation factors (VIFs) 

are investigated to ensure that there is no multicollinearity skewing the estimates for the 

models (see Appendix 9). The results indicate that there are no multicollinearity issues 

present. The maximum correlation for variables used within the same regression is under 

0.8 (Judge et al. 1982), and the VIFs are well below 10 (Hair et al. 1998) 
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4.2.6. Hypotheses and Testing 

The wide set of indices and variables allow for many hypothesis tests. The hypothesis 

setup will be of paired hypotheses and counter-hypotheses, as this is an exploratory study 

that aims to open-endedly test unknown relationships. The testing of some hypotheses 

necessitates many subsequent or separate regressions 

Of first and foremost interest, is to investigate whether foreign CEOs as a group perform 

any different from domestic CEOs. Therefore, the central hypothesis is: 

H01: The post-succession performance of companies with a foreign CEO is no different from other 

companies. 

H11: The post-succession performance of companies with a foreign CEO is different from other 

companies. 

The hypothesis is tested in stepwise regressions with various control variables and 

performance metrics, and the robustness of the results is tested throughout the other 

regressions. The ‘foreignness’ will also be studied more in-depth, namely regarding how 

foreigners differ in their characteristics, and if the performance of those that are 

appointed internally varies from those that are recruited externally. The latter notion is 

substantiated by theory stating that an outside foreign CEOs’ lack of firm-specific 

knowledge can make it especially difficult for them to integrate into the firm as they have 

neither firm- nor cultural experience in common. Accordingly, hypothesis 1b is: 

H01b: The post-succession performance of insider foreign CEOs is no different from outsider 

foreign CEOs. 

H11b: The post-succession performance of insider foreign CEOs is different from outsider foreign 

CEOs. 

The second main hypothesis aims to study whether the performance of the company is 

related to cultural differences of the CEO, and is investigated by separately adding the 

previously mentioned cultural indices to the regression models to determine if they 

possess any predictive power. If differences in the cultural index scores show significant 

correlation with the firm performance metrics, the null hypothesis can be rejected. 

H02: The CEO-Firm cultural differences do not explain the performance of companies with a 

foreign or multinational CEO. 

H12: The CEO-Firm cultural differences partially explain the performance of companies with a 

foreign or multinational CEO. 
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5 RESULTS 

Fino (2017) reports that the number of foreign-born CEOs in FTSE 100 companies has 

doubled in the past ten years, growing from a 20 % share in 2006 up to 40 % in 2016. 

This tremendous increase is not altogether representative of a global trend or even 

Europe’s, as it also reflects how the London Stock Exchange has been raising its efforts 

to attract foreign MNEs, but it is an example of the increased internationality amongst 

CEOs in Europe. In the sample of this paper, the share of foreign11 CEOs has grown only 

from 18.6 % to 22.0 % during the same period but is on the other hand complemented 

by a much stronger increase in the share of CEOs with multiple citizenships. In 2006, 

only 7.76 % of the companies had and multinational CEO, whereas that number in 2016 

has more than doubled to 16.2 %. 

As can be seen in Appendix 1, the industry frequencies of foreign CEOs differ greatly. The 

highest density of foreign CEOs is found in professional, scientific and technical firms 

(44.1 %) and mining companies (41.2 %), and the lowest in accommodation and food 

services (0 %), real estate (7.3 %), construction (9.4 %) and utilities (9.8 %). The higher 

rate of foreigners in scientific and tech. firms is most likely related to a smaller talent 

pool of candidates, forcing companies to recruit on a global market, and in mining 

companies the rate is likely driven by their vast foreign operations. The other industry 

categories are more locally focused, and consequently in no ‘need’ of hiring foreigners. 

In the Tables 2 and 3 below, descriptive statistics are shown for the different variables, 

together with t-test comparisons between subsamples of foreign and domestic CEOs and 

the companies that hire them.  

 

 

 

 

 

                                                        
11 Note: foreign, not foreign-born. All foreign-born CEOs aren’t classified as foreign in this paper, as some 

of them will obtain citizenship in the target country, and thus be classified to hold multiple citizenship 

instead. 
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  Total Non-Foreign Foreign       

Variable N N1 Mean S.D. N2 Mean S.D. t-stat p-scoreb 

Gender 628 461 3.3% 0.18 167 3.0% 0.17 0.16 0.870   

Age at Appointment 628 461 50.7 0.12 167 51.4 0.12 -1.31 0.190   

Chairman 628 461 29.5% 0.46 167 22.8% 0.42 1.67 0.095 * 

Founder 628 461 0.4% 0.07 167 0.0% 0.00 0.85 0.395   

Multiple Citizen 628 461 11.5% 0.32 167 7.2% 0.26 1.57 0.117   

Switched Jobs 620 455 27.9% 0.45 165 33.9% 0.47 -1.45 0.146   

Past Jobs 620 455 1.50 1.55 165 1.68 1.58 -1.30 0.196   

Total Compensation 534 393   2,264,195  0.97 141  3,088,385  0.88 -3.34 0.001 *** 

Tenure (at end of term) 536a 408a            7.85  0.27 128a              6.21  0.39 -3.46 0.001 *** 
a Only past CEOs are included for the calculation of the tenure variable. 
b T-stats are computed on logarithmized values of the numerical variables. 

*** p<0.01, ** p<0.05, * p<0.1 

Table 2 Descriptive Statistics Over the Sample CEOs, Non-Foreign vs. Foreign. 

Some discrepancies can be seen between the groups of CEOs in Table 2: Foreign CEOs 

are slightly older, they are less likely to be chairmen, they have a 20 % shorter tenure, 12 

% more past jobs, and are also paid considerably more – especially in cash (not 

illustrated separately in the table).  

A slightly higher Age for foreign appointments is consistent with Georgakakis and 

Ruigrok’s (2017) results and is explained by the fact that a higher age offsets the risk 

associated with hiring a foreign CEO. The older age is also associated with an easier 

integration into teams (Nq & Feldman 2008) and means that there is more available 

evidence of their past working experience, which supports their chances of getting hired. 

The age difference between foreign and domestic CEOs is not statistically significant 

unless looking at the complete data set (N=1017) where the difference is more apparent. 

The strategy& (2015) global CEO research shows that outsider CEOs are 50 % more likely 

to be foreign, but in this sample the number is only 20 %. This could be an indication of 

how the largest European companies already have more international diversity inside 

the company, which dilutes the ratio of how many of the foreign CEOs are recruited 

externally. 

The Past Jobs sample average of 1.55 is somewhat lower than expected. Custódio & 

Metzger (2013) report a comparable number of 2.61 in the US between the years 1990-

2008, which either suggests the number has gone down or that there are cultural 

differences in executive mobility between the continents. It could also indicate lacking 

coverage in the S&P executive profile data. 
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There are enormous discrepancies in the salary of foreign and multinational CEOs 

compared to single-nationality domestic CEOs. When also accounting for other factors, 

foreign CEOs are paid roughly 30 % more compared to domestic CEOs, and 

multinational CEOs receive a massive 60 % salary premium. The regression these results 

are based on can be found in Appendix 2. 

Tenure is mostly in line with expectations. Booz Allen Hamilton reports that the global 

average CEO tenure in 2005 was 7.6 years, having dropped from 9.5 since 1995. It is 

evident that foreign CEOs have a significantly lower average tenure than domestic ones, 

and also slightly more experience, indicating that they as a group are more mobile. This 

could be because they are more likely to be hired as a short-term successor solution, or 

because they are more likely to be prematurely dismissed much like outsider CEOs 

(Zhang 2008). To test this, the variable Tenure is regressed against Foreign and other 

control variables (see Appendix 3) to determine to which extent the Foreign CEOs have 

a shorter tenure ceteris paribus, or whether the difference is due to structural factors. 

The result shows that on average, foreign CEOs have an almost 1.5 years shorter tenure 

in the sample when accounting for other variables such as Past Jobs, Firm Size, and 

Performance. The tenure length of the foreign CEO is however highly dependent on 

whether the foreign CEO is also of multiple nationalities; if that is the case, they actually 

tend to have a 2.7 year longer tenure (p-value = 0.03) than non-foreign non-

multinational CEOs. Nevertheless, there are also differences in how the firms treat the 

CEOs. A subsample of high-CEO-turnover firms (firms with more than two CEOs during 

the sample, N=413) is also identified, and in them the decision to dismiss a CEO is based 

mostly on the performance, with no regard to the nationality of the CEO. These results 

show that there are substantial differences both among the foreign CEOs, and between 

the companies that hire them. 
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  Total Non-Foreign Foreign       

Variable N N1 Mean S.D. N2 Mean S.D. t-stat p-score 

ROA 628 461 5.11% 4.99 167 5.95% 4.62 -1.88 0.060 * 

Tobin's Q 603 442 0.76 1.01 161 0.88 0.89 -1.66 0.098 * 

Rev. Growth, 1YR 624 458 2.04% 0.13 166 1.70% 0.1 0.30 0.761   

Stock Return, 1YR 583 432 4.91% 0.20 151 2.36% 0.2 1.32 0.188   

Volatility, 1 YR 628 461 30.61 23.39 167 29.31 21.83 0.62 0.534   

Total Assets, MEUR 628 461 11,487 1.96 167 9,615 1.79 1.03 0.304   

Company Age 628 461 64.63 1.05 167 59.14 1.14 0.91 0.362   

No. Business Segments 628 461 6.0 3.56 167 5.8 4.23 0.49 0.626   

No. Geo. Segments 628 461 6.2 7.27 167 7.7 5.28 -2.36 0.019 ** 

State Ownership 628 461 9.50% 0.29 167 1.20% 0.11 3.46 0.001 *** 

  
          

*** p<0.01, ** p<0.05, * p<0.1 

Table 3 Descriptive Statistics Over the Sample Companies, Non-Foreign vs. Foreign CEO. 

The companies that choose to hire foreign CEOs also differ in certain other aspects as 

can be seen in Table 3. Contrary to theory and expectations, they have higher 

performance, measured in both ROA and Tobin’s Q. More in line with expectations is 

that they have significantly more geographic segments, and are much less likely to be 

state-owned. 

A probit model is also created to determine if there are certain firm characteristics that 

can predict a foreign CEO hire (see Appendix 4). The only statistically significant 

coefficient estimates are for the industry rate of foreign CEO hires, and for if the company 

had a foreign predecessor CEO. It suggests that the higher firm performance of foreign 

CEO firms is related to environmental circumstances (industry and country effects), and 

not their inclination towards foreign CEOs. 

As expected, the positive relationship between foreignness and performance disappears 

quickly when control variables are added to models with performance as the dependent 

variable. The opposite is true for the multinationality variable which gains significance. 
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  (1a) (2a) (3a) (1b) (2b) (3b) 

VARIABLES ROA ROA ROA Q Q Q 

              

Gender -0.0484 -0.2539 -0.0683 -0.0093 -0.0168 0.0181 

  [0.974] [0.877] [0.961] [0.963] [0.872] [0.810] 

Age, (ln) -3.5743** -3.0556 0.3084 -0.7110 -0.7447** -0.0880 

  [0.031] [0.117] [0.894] [0.139] [0.037] [0.810] 

Chairman -0.7560*** 0.1271 0.1973 -0.1175 0.0590 0.0871 

  [0.003] [0.553] [0.503] [0.187] [0.463] [0.266] 

Founder -5.6677*** -7.6232*** -9.4431** -0.2253 -0.4734 -0.7883 

  [0.003] [0.003] [0.018] [0.582] [0.216] [0.218] 

Foreign 1.0741** 0.4070 0.2633 0.1202** 0.0411 0.0602 

  [0.012] [0.245] [0.482] [0.035] [0.513] [0.297] 

Multiple Citizen 0.9373 0.8502 1.0441** 0.0638 0.1007 0.1674** 

  [0.242] [0.207] [0.032] [0.611] [0.335] [0.025] 

Switched Jobs 0.1978 -0.0641 -0.2881 -0.0221 -0.0986 -0.1547** 

  [0.524] [0.895] [0.530] [0.784] [0.178] [0.021] 

Past Jobs -0.2438** -0.2488*** -0.2098*** -0.0081 -0.0234 -0.0193 

  [0.016] [0.008] [0.008] [0.789] [0.201] [0.123] 

Compensation, (ln) -0.0569 -0.2123 0.2840 -0.1061 -0.1241** -0.0873* 

  [0.834] [0.483] [0.301] [0.165] [0.034] [0.077] 

Total Assets, (ln)     -1.0666***     -0.1934*** 

      [0.000]     [0.000] 

Company Age, (ln)     -0.1865     0.0123 

      [0.371]     [0.628] 

No. Business Segments     -0.0908***     -0.0108 

      [0.008]     [0.103] 

No. Geo. Segments     0.0594     0.0004 

      [0.150]     [0.926] 

State-Owned     0.3544     -0.1490 

      [0.552]     [0.248] 

Constant 20.3722*** 21.7481* 9.8130 4.1769*** 4.7164*** 2.9173* 

  [0.005] [0.060] [0.449] [0.007] [0.004] [0.061] 

              

Observations 532 532 532 532 532 532 

Number of Years 10 10 10 10 10 10 

Industry-Country F.E. NO YES YES NO YES YES 

Robust pval in brackets             

*** p<0.01, ** p<0.05, * p<0.1           

Table 4 Coefficient Estimates for CEO and Firm Characteristics on Firm Performance 
(measured in ROA and Tobin’s Q). Steps 1a through 3a portray the estimates on the 
performance measure ROA, and the models 1b through 3b are run with Tobin’s Q as the 
independent variable. Models 1a and 1b are the only ones without fixed effects. 

In Table 4, the coefficient estimates for the main regression are presented. The 

coefficient for the dummy variable Foreign remains positive through all the regressions, 

but is not significant for ROA nor Tobin’s Q when accounting for control variables. No 

similar interaction between the variables Foreign and Multiple Citizenship like the one 

found in regressions for Tenure is found (tested separately, not pictured in table), but a 

robust positive effect exists for Multiple Citizenship when estimated alone. There is a 
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highly negative significant founder effect measured in ROA, but it is not robust to Tobin’s 

Q. 

Inconsistently with the majority of previous studies on outside CEO succession (Shen & 

Cannella 2002a), no negative relationship to ROA is found for outsiders, but only in 

Tobin’s Q. To test the second part of the main hypothesis, interaction variables are 

created between Foreign and Switch_Jobs to see if foreign CEOs that were recruited 

internally perform differently from those coming from outside of the company (see 

Appendix 5). No differences were found, further strengthening the impression that the 

outsider effect is very limited within the sample, and especially for foreigners. 

 The Compensation (combined cash and non-cash) also does not show any significant 

relationship to ROA, but that is in line with previous studies (Ozkan 2011). On the 

contrary, it shows a significant negative (p-value = 0.077) correlation with Tobin’s Q, 

which is worth noting. Larger, and more diverse (No. Business Segments) firms also have 

a slightly lower performance.  

One of the more interesting control variables is the Past Jobs. It has an adverse relation 

(p-value = 0.008) to ROA that is also marginally significant when checked for robustness 

against Tobin’s Q (p-value = 0.123). This link has been shown in previous studies as well 

(Hamori & Koyuncu 2015), but what makes it exceptionally interesting is that adding an 

interaction with the variable Foreign (not pictured in table). The estimate becomes even 

more significant (for non-foreign CEOs), whilst the Past Jobs for foreign CEOs is positive 

with a p-value = 0.134. Against Tobin’s Q, the estimate is much more significant (p-value 

= 0.011). It seems the experience of the CEO only has a positive relationship with 

performance for foreign CEOs, while the effect is negative for domestic executives. 

Moving on to the cultural indices, we start with Hofstede’s six dimensions (Appendix 6). 

The Compensation variable absorbs significance from many of the dimension scores, but 

Indulgence versus Restraint (IVR) remains significant after controlling for other factors. 

IVR, in other words how much happiness is endorsed and encouraged, seems to have a 

positive relation to ROA, albeit not robust to Tobin’s Q. All in all, the Hofstede’s 

dimensions prove quite insignificant in predicting performance to a better extent than 

the salary. The GLOBE project score regressions produce no significant coefficient 

estimates when modelling ROA, but some weak significance (p-value = 0.084) is found 

for the Humane Orientation (HO) on Tobin’s Q. The dimension represents altruistic and 
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caring behavior, and the results indicate that expressing more of this than the target 

culture has a negative relation to Tobin’s Q. 

The Compensation variable and country fixed effects also remove any significance from 

the regressions estimates for the Anti-Self-Dealing and Corruption Perceptions indices. 

For Kaufmann’s (2004) Corporate Ethics and Corporate Governance Index, some 

significant results are found (see Appendix 7). Managers with citizenship in countries 

that score much lower on the Corporate Ethics Index (CEI) than the company country 

have a highly significant (p-value = 0,00) (albeit relatively small) negative effect on 

Tobin’s Q, but the relation is not validated in the ROA model (p-value = 0,24). 

Conversely, a difference (both positive and negative) in the score on the Corporate 

Governance Index has a negative relation to ROA (p-value = 0,04), but no impact on 

Tobin’s Q. 
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6 DISCUSSION AND CONCLUSION 

The aim of this paper is to study how foreign Chief Executive Officers differ from 

domestic counterparts, and if there are any differences between the firms that hire them. 

Few previous studies have ventured into the field of international CEOs and given 

distinct, if any, attention to the specific nationality of the CEOs, and as follows, this paper 

contributes with some interesting new findings. 

The closest related field of study is CEO successions, from which a major part of the 

theory is also applicable for foreign CEOs. Technically, an outsider is relatively more 

likely to be foreign, but the more interesting parallel to draw is that foreigners are also 

outsiders on a country-level instead of just a firm-level. Following that logic, 

organizational-adaptation and organizational-disruption theories are evaluated 

through an Upper-Echelons approach. Differences between the firm and the CEO, 

measured in national aggregated scores for various cultural traditions, are applied to 

explain firm performance on a sample of European firms between 2006 and 2015.  

As expected, foreign directors cater to specific needs of firms, and differ in many ways 

from other candidates. In some industries where the foreign activities are extensive, or 

the candidate talent pool is very specific (for instance tech. or mining companies), the 

ratio between foreign and domestic CEOs is almost half-and-half, whereas more 

regionally focused industries have close to no foreigners. The industry rate of foreign 

executive hires is also a very strong determinant for if a firm will hire a foreign CEO, 

together with if the previous CEO was foreign. The firms that hire foreign CEOs have 

better performance in terms of both return on assets as well as in Tobin’s Q, but that 

performance is attributable to structural factors, and not the foreign CEOs. A 

relationship that on the contrary seems robust is the multiple nationality characteristic 

of the CEO. It acts as the sole proxy for international experience/competence for the 

CEO, as multiple citizenship safely can be assumed to entail more international 

experience – if not also competence – than single citizenship. The relationship does not 

necessarily imply causality, as the multiple citizenship can be seen as a quality that is 

almost a prerequisite for CEOs in already top-performing firms. Indeed, multiple studies 

and surveys have shown that not only is international experience positively related to 

performance (Reuber & Fischer 1997; Hutzschenreuter & Horstkotte 2012), but also 

sometimes a mandatory trait that is demanded from CEO candidates (Gibson 2014). The 

multinational CEOs are also paid handsomely, receiving a 60 % higher salary than 
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domestic single-citizenship CEOs, and also tend to have an on average 2.7 year longer 

tenure,  further indicating that their higher quality is recognized. 

Two types of cultural difference indices are used. Firstly, Hofstede’s and GLOBE projects 

different psychological dimensions, adressing personal values and cultural traditions, 

and secondly, the Anti-Self-Dealing Index (Djankov et al. 2008), the Corruption 

Perceptions Index (Transparency International 2016), and the Corporate Ethics & 

Corporate Governance Indices (Kaufmann 2004), which all quantify more direct 

structural differences in socities.  

When it comes to the Hofstede and GLOBE psychological dimensions, they have not 

previously been used to predict performance, but only been applied to topics such as 

executive compensation (Tosi & Greckhamer 2004), predicting CEO overconfidence in 

M&As (Ferris et al. 2013), M&As in general (Chakrabarti et al. 2009), qualitative CEO 

leadership studies (Berson et al. 2008), or predicting certain behaviour such as corporate 

social responsibility (Waldman et al. 2006). To the best of the authors knowledge, the 

only exception is the publication of the GLOBE leadership dimensions study, where they 

also investigated their data and found some correlations to firm performance for some 

of the dimensions. The findings could not be replicated in this study in a cross-cultural 

context when controlling for other factors. 

With the Hofstede’s dimensions, a positive correlation with performance is found for the 

Indulgence versus Restraint (IVR) dimension. IVR represents to which extent happiness 

is allowed or regulated in socitety, and in a work setting the indulgent part of the 

dimension can for instance be expressed by more emphasis on freedom of speech and 

personal control and more open exchanges of feedback. The finding is consistent with 

theory stating that exchange of feedback and information often is the biggest barrier in 

teams with cross-cultural diversity, but the interpretation of the result warrants some 

suspicion. The validity of the IVR dimension can be debated, as ‘happiness’ is a very 

ambiguous concept that takes many different shapes across cultures, and considering the 

vast amount of data analyzed, it would not be unheard of to find statistical significance 

for some variables by chance. In the sample, some of the highest IVR scores are found 

for managers from Mexico (97), Sweden (78), New Zealand (75), and Australia (71), and 

the lowest for Czech Republic (30), Italy (30), Portugal (33), and Germany (40). 

Assuming that the finding is valid, and that a high CEO IVR does affect firm performance 

positively, it still does not necessarily support the organizational-adaptation theory. The 

alternative and perhaps more plausible explanation is that a higher IVR relates to the 
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CEO’s ability to acclimate to the new environment, and not the company to adapt the 

views of the CEO. 

Out of the second variety of cultural indices, only the Corporate Ethics Index and the 

Corporate Governance Index by Kaufmann (2004) exhibited significant correlations to 

performance. The reason ASD and CPI proved insignificant could be because managerial 

corruption and self-dealing is not very common within the sample. Nevertheless, 

investigation of the CEI results show that companies that hire a CEO from a country with 

a lower CEI score than that of the company see a negative change in their Tobin’s Q. 

While Tobin’s Q is not precisely a firm performance metric (Dybvig & Warachka 2012), 

but perhaps more of a valuation metric, the finding is still intriguing and could warrant 

some more thorough exploration. 

A difference in scores on the Corporate Governance Index is related to a negative effect 

on ROA, and speaks directly in favor of the organizational-disruption theory. It shows 

how a CEO that is unfamiliar with the corporate governance environment stands at a 

disadvantage, as the company assumedly already is optimized to the ruling corporate 

governance requirements, and therefore cannot benefit from adapting to the CEO’s 

understanding of corporate governance (as the opposing theory would propose). 

The results first and foremost highlight the importance of including CEO nationality data 

in models for not only firm performance, but also for other tangential topics. Foreign 

CEOs, as a group, are treated differently by firms, and in some respects, they also seem 

to perform differently. For multinational CEOs, the implications are possibly much more 

far-reaching, but such conclusions are hard to draw based on this study. From a 

corporate governance perspective, and for those responsible of making CEO succession 

decisions, it however seems very relevant to familiarize with these types of differences. 

While there likely are endogeneity issues involved in the findings related to the 

Past_Jobs variable, it is very interesting how the amount of previous jobs is positively 

related to performance for foreign CEOs and negatively for domestic ones. Similarly, the 

difference in Tenure for foreign single-nationals and foreign multinationals is alarmingly 

large (4.5 years). Could it be that foreign CEOs do not meet the expectations associated 

with foreign managers, whereas multinational CEOs do? More studies on the topic of 

international managers and more in-depth research into some of the findings of this 

study could accelerate the current understanding and articulation of the nuances 

involved in the relationship between leadership and culture. 
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6.1.1. Reliability 

It is worth noting that some criticism has been aimed towards the usage of aggregated 

country averages in cross-country comparisons in finance (Holderness 2016). Because 

one must generalize company cultures to country averages, some of the results can 

become unreliable and potentially misleading as one is not adequately accounting for 

firm-specific influences. Holderness (2016:1) states that firms from tiny countries are 

over-weighted, and thus easily create for instance a size-effect bias in the creation of the 

indices. 

Another factor that could impact the results found in this study is the inclusion of more 

detailed variables. The CEO characteristics could be better described with education 

data, firm tenure statistics, experience (both industry and international, length and 

variety), and the type of succession (forced, contended, appointed by previous CEO). It 

would not only improve the reliability of the results, but also make the interpretation 

more straightforward. To illustrate, omitted variables in terms of more detailed 

international experience restricts the interpretation of the variable Multiple Citizenship, 

as it in the current shape acts as a proxy for both the persons nationalities and their 

international experience. 
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SVENSK SAMMANFATTNING 

Vd:ns kulturella bakgrund och dess effekt på företagets 
resultat i Europa  

1.1 Inledning 

Nyckeln till ett företags framgång ligger i hur det sköts. Företagets vd är den enstaka 

person som har mest inflytande på företagets korttids prestation, och är därmed den 

viktigaste personen för företaget. För vd:n är företagets prestation ofta det viktigaste för 

hans karriär, då han lätt görs till syndabock om företaget tappar marknadsposition eller 

gör sämre vinst än förut. Å andra sidan är inte vd:ns incentiv alltid i enlighet med 

ägarnas, t.ex. om denne närmar sig pension, eller så har han kanske helt enkelt inte de 

kunskaper och talanger som behövs för att leda företaget. Marknaderna och 

konkurrensen har förändrats väldigt snabbt de senaste decennierna, och det krävs 

plötsligt väldigt annorlunda förmågor av många företags ledningar än det gjorde tidigare. 

Undersökningar har dessutom visat att vd:ns möjlighet att inverka på företagets 

framgång har blivit större och större med tiden. (Quigley & Hambrick 2014) Aktieägare 

är väl medvetna om hur viktigt det är och har blivit att ha en kompetent vd, och försöker 

göra sitt bästa för att se till att så är fallet. Trenden visar också att företag byter vd som 

aldrig förr – år 2015 bytte hela 17 % av de 2500 största publika företagen sin vd. 

(strategy& 2016) Processen att byta vd är dock mycket kostsam för företag. När en ny vd 

inträder vill denne ofta uppföra sina egna strategier, vilka kräver både tid och 

nyinvesteringar. Med andra ord är det väldigt intressant för flera delparter att veta vilka 

kvalifikationer och determinanter som bestämmer ifall en vd kommer vara framgångsrik 

för ett företag.  

1.2 Historia 

Traditionellt sett har ledarskapet passats vidare av vd:n till dennes son eller dotter eller 

annan person inom företaget enligt dennes utnämnande. Det är fortfarande det 

vanligaste sättet att överflytta vd:skapet, och tidigare då man bröt från denna norm sågs 

det som en reservutväg då vd:n snabbt måste ersättas. Det är inte på grund av en ökning 

av oförberedda vd-ersättningar som utomstående anlitningar blivit vanligare, utan 

främst eftersom det blivit vanligare att medvetet anlita utomstående till chefspositionen. 

Mellan 2012 och 2015 valde styrelser att anlita utomstående i 22 % av fallen jämfört med 

endast 14 % mellan 2004 och 2007. (strategy& 2016) Det är med andra ord en 50 % 

ökning inom bara några år. Den starkaste drivkraften bakom skiftet är att företag allt 
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oftare ställs inför internationell expansion och andra utmaningar medfört av 

globalisering, och därför känner att de behöver köpa in ny kunskap och kontakter till nya 

internationella nätverk. Vissa industrier har förskjutits speciellt mycket vilket har tvingat 

flera företag att införa drastiska åtgärder. 

En intressant detalj att undersöka är hur outsiders skiljer sej från talangernainom 

företaget. Har de bättre kunskap, nätverk, eller internationell erfarenhet och kompetens 

som kan medföra mervärde till ägarna, eller är trenden endast ett resultat av en hajp 

kring att anställa exotiska outsiders? En märkbar skillnad är att utifrån rekryterade vd:n 

med 50 % högre sannolikhet är utländska, och att de 40 % mer sannolikt har mer 

internationell erfarenhet än vd:n som befordras inom företaget. (strategy& 2016) De 

flesta studier inom ämnet har dock fokuserat på att jämföra insiders med outsiders, med 

mindre uppmärksamhet lagt på deras nationalitet eller etniska bakgrund. Logiken 

bakom valet är att ingen nationalitet är objektivt bättre än någon annan på att leda 

företag (Horton et. al 2012), vilket i sig säkert stämmer. Man kan dock realistiskt anta 

att nationaliteten representerar vissa kulturella värderingar och erfarenheter, och att de 

på sätt eller annat format individens beteendemönster och preferenser. Det kan tänkas 

att vissa nationaliteter kommer bättre överens, och att ledare kan vara mer eller mindre 

effektiva i olika länder och kulturer beroende på deras egen nationalitet och hur den 

passar ihop med ställets dit de flyttar.  

Det finns också klara skillnader i preferensen att anställa outsiders och utländska vd:n 

runtom i världen. I Europa är det (ganska naturligt på grund av mångfalden länder) 

dubbelt vanligare än i USA att anställa outsiders och utlänningar, och i t.ex. Japan är det 

nästan ohört. Mellan 2008 och 2012 var 30 % av anställda i Europa utländska, jämfört 

med 14 % i USA och endast 1 % i Japan. (Favaro 2013) Intressant nog verkar de 

europeiska utländska vd:na prestera relativt sämre än de i Nordamerika. Dessa 

skillnader runtom i världen tyder på att det nog finns oförmärkta egenskaper i och med 

nationaliteten, vare sig det är fråga om kunskaper, synergier, eller bara i efterfrågan av 

dem. 

1.3 Problemområde 

Den troligtvis största orsaken till att ämnet kring vd:ns nationalitet och kulturell 

bakgrund inte undersökts kvantitativt i detalj är att data som behövs för sådana 

undersökningar är väldigt svårtillgänglig.  Undantaget är det årliga datasettet för 

Fortune 500 företag publicerat av Forbes, och ett antal databaser med täckning över 
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S&P500 företag. Forskning på sådana företag är inte direkt jämförbart med t.ex. 

europeiska företag, dels eftersom de amerikanska företagen är större, och dels eftersom 

de är verksamma på en annan kontinent. Inom Europa finns det klart mer kulturell 

diversitet än inom Nordamerika, vilket kan ha väldigt stora följder för både hur företaget 

är verksamt, och för vad som krävs av dess vd.  

Väldigt lite är alltså känt gällande vad som krävs av vd:n när det kommer till den 

kulturella bakgrunden, och följderna av vissa särdrag. 

1.4 Kontribution 

Arbetet ämnar bidra till undersökning inom ämnet genom statistik och analys av ett 

unikt manuellt insamlat dataset över europeiska företag under senare tid. Det är också 

den första undersökningen som applicerar Hofstedes kulturindex (Hofstede et al. 2010) 

och motsvarigheter inom en studie över vd:ns diversitetseffekter på företaget. 

1.5 Syfte 

Syftet med undersökningen är att se hurudan kvantitativa skillnader det finns mellan 

företag som leds av en främmande vd:n, jämfört med företag med inhemsk vd. 

Eventuella skillnader försöker sedan förklaras med hjälp av diverse index över kulturella 

skillnader runtom i världen, som t.ex. Hofstede m.fl:s (2010)  kulturella dimensioner 

eller Djankov m.fl:s (2008) rättsskyddsindex. 

1.6 Avgränsningar 

Studien är begränsad till att endast undersöka vd:ns individuella egenskaper, och utgår 

från att diversitet i resten av företaget (inkl. företagsledningen) kan representeras av 

medeltalet för landet där företagets huvudkvarter är stationerat. Samplet består av 

företag listade i STOXX 600 Europe-indexet Januari 2017, och innehåller därmed endast 

stora europeiska listade företag. 
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2 TEORETISK REFERENSRAM OCH TIDIGARE FORSKNING 

Den verkställande direktören väljs av styrelsen, vars uppgift är att representera 

aktieägarna och övervaka företagsledningens verksamhet. Styrelsen sätter långtids 

strategier och policyn, medan det är vd:ns uppgift att verkställa dem genom dagliga 

beslut och taktiska idéer. vd:n är därmed personen med mest inflytande på den dagliga 

operativa verksamheten inom företaget.  

En av de viktigaste uppgifterna för styrelsen är därmed att välja en passande vd för 

företaget, och se till att han sköter sig. I andra fall är det också deras uppgift att ersätta 

honom. Denna sortens beslut är lika kostsamma som de är viktiga, och därmed läggs det 

ned mycket tid och resurser för att försäkra sig om att en vd-kandidat skulle passa in i 

företaget. Undersökningar har visat att vissa egenskaper hos vd:n kan förutspå vd:ns 

effektivitet (variabler som t.ex. ålder, erfarenhet, utbildning), och på så sätt också 

företagets resultat (Malmendier & Tate 2004; Bertrand et al. 2008), men mycket är ännu 

oklart hur olika sammanhang kan inverka på sådana funna effekter. 

2.1 Vd-succession 

Under senare år har det blivit allt vanligare för företag att anställa utomstående för att 

ersätta den avgående vd:n. Bakom trenden finns det flera orsaker, fastän det inte finns 

några entydiga forskningsresultat som skulle visa att fördelarna utväger nackdelarna 

med så kallade ”outsiders”. Det starkaste argumentet för att ta in utomstående är för att 

minska på principal-agent problemet som uppstår då ägarskapet är frånskilt från 

kontrollen över företaget. Då företagsledningen fått styra och ställa i företaget en längre 

tid, blir det mer sannolikt att de tappar incentiv för att göra ifrån sig sitt bästa för 

företaget. Speciellt efter några skandaler kring millennieskiftet har aktieägare blivit mer 

vaksamma över att deras intressen är representerade i styrelsen, vilket också gett upphov 

till Sarbanes-Oxley Act år 2002. Lagstiftningen stipulerar att företagsstyrelser bör vara 

mer ansvarig för företagets och dess lednings verksamhet, och att de måste kunna 

redogöra för sina beslut i mindre detalj. I och med den ökade transparensen har en högre 

självständighet också följt, det vill säga att styrelser har behövt införskaffa fler 

minoritetsrepresentanter och utomstående. Många aktieägargrupper har tagit vara på 

sentimentförändringen, och har inte bara tagit platser i styrelsen, utan försöker också 

föreslå sina egna vd-kandidater för att ersätta den sittande direktören. Speciellt 

aktivistinvesterare, (en: activist investors), d.v.s. hedge funds, och institutionella 

investerargrupper har aktiverat sig till en nivå som inte setts tidigare. Nästan hälften av 

alla hedge funds som intar styrelseplatser brukar nuförtiden försöka ersätta vd:n med 
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sin egen kandidat inom de första ett och ett halva åren. Som följd till det brukar många 

företag därför anställa outsiders proaktivt för att på så sätt undvika en kupp. (Nickisch 

2016) 

Då vd:n själv utnämner sin efterföljare, så som det traditionellt gjorts, finns det ett par 

svagheter i processen. Oftast väljer denne någon som efterliknar sig själv, vilket inte är 

önskvärt i situationer då man försöker ändra på hur saker står till i företaget. Den nya 

vd:n gör troligen liknande beslut som den sittande, dels för att denne ofta är liknande, 

och dels eftersom personen kanske inte vågar eller täcks upphäva tidigare beslut eller 

initiativ av företrädaren. I jämförelse kan en utomstående vd enklare göra beslut som en 

insider vd kunde ha känslomässig tillgivenhet emot att göra – som t.ex. att avskeda 

medarbetare. Det är inte heller alltid så att vd:n föreslår den enligt honom eller henne 

bäste efterträdaren, utan kanske hellre egoistiskt föreslår en sämre kandidat så att 

”arvet” kommer att se bättre ut i relation till efterträdaren om denne misslyckas. (Miles 

2009B) 

Styrelsen kanske inte heller känner till de olika alternativen inom företaget, och därför 

inte vågar välja bland dem. Då en headhunter byrå blandas in och anlitas, vill de sällan 

heller föreslå kandidater inom företaget, eftersom de kan ta högre avgifter om de själv 

utbringar egna kandidater. (Zhang & Rajagopalan 2010) 

Flera industrier har också förändrats eller förskjutits under de senaste decennierna, och 

för att företag skall överleva de nya marknadsförhållandena, har de måsta anpassa sig. 

Med nya marknader och kunder behövs det också ofta nya kunskaper. Flera företag har 

fått mer internationella kunder i och med den ökade globaliseringen, och har därför 

behövt internationell kompetens och erfarenhet för att kunna bemöta den nya 

efterfrågan. Sådan expertis är inte alltid att finna inom företaget, om ens inom landets 

gränser. Jobbmarknaderna har därför också blivit mer globala, och speciellt då det är 

frågan om marknadsledande företag är det ofta man måste rekrytera internationellt för 

att hitta de talanger man letar efter. 

2.2 Outsider och främmande vd 

Resultaten kring följder med att anställa en utomstående vd är väldigt kontroversiella. 

(Se Karaevli 2007 för sammanfattning) Företag som presterat dåliga är mer sannolika 

att göra något drastiskt för att förändra sin strategi, som t.ex. att anställa utomstående. 

Därför är det också mer sannolikt att utomstående vd:n därför har en sämre 

utgångspunkt än insiders, vilket gör det väldigt svårt att jämföra akademiskt. Ibland syns 
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inte heller den dåliga prestandan ännu i boksluten vid tidpunkten av successionen, utan 

är endast något styrelsen kan förutspå med insiderinformation, vilket bidrar till hur 

oddsen är emot den inkommande vd:n. Många studier har förvisso visat att outsider vd:n 

underpresterar insiders (Shen & Cannella 2002a), men att däremot visa att de är sämre 

än insiders ceteris paribus är mycket svårare. (Giambatista et al., 2005) 

Teorin beskriver två utfall då en outsider anställs; organisationsanpassning (en: 

organizational-adaptation) eller organisationssplittring (en: organizational-disurption). 

Antingen kan företaget anpassa sig till outsiderns unika färdigheter och stil, och kan dra 

nytta av dessa kompetenser som troligtvis varit orsak att personen anställts – eller så 

kommer nackdelarna med att försöka ändra på företaget utväga fördelarna. Teorierna 

ställs ofta emot varandra som om de vore universella, och endast ena vore korrekt, fastän 

utfallet ofta påverkas av många olika bidragande faktorer i praktiken. 

Då en ny person anställs till ett företag, saknar denne företagsspecifik kunskap som 

skulle krävas för att göra optimala beslut, vilket gör det viktigt att den nya vd:n ges 

tillräckligt med tid för att bekanta sig med företaget innan denne ges ansvar för den 

operativa verksamheten (Fondas & Wiersema 1997; Chen 2015). Studier har också visat 

att den befintliga företagsledningen ofta inte gör sitt bästa för att understöda nya vd:n, 

vilket kan töja ut på den nödvändiga bekantningsperioden längre än väntat. (Friedman 

& Saul 1991; Grossman 2007) En annan teori som är central för att förklara hur vd:n kan 

anpassa eller assimilera sig i nya företag är social identitets-teori (en: social identity 

theory) (Turner 1982; Turner et al. 1987). Teorin beskriver hur diversitet kan påverka 

samarbetsförmågan i grupper, och hur stereotypiserande och diskrimination uppstår 

mer frekvent då personer har att göra med andra av annat etniskt ursprung än de själva.  

2.3 Kvantifierbara kulturella skillnader 

Det svåraste med att undersöka kulturella skillnader är att ha en modell som fungerar 

globalt för att kvantifiera sådana olikheter. Modellen måste vara anpassad så att den kan 

tillämpas i flera olika miljöer, och vara jämförbara sinsemellan. Skillnader kan antingen 

jämföras i hur de indirekt framträder i samhället, som t.ex. hurudant rättssystem, 

religion, eller BNP man har i landet, eller direkt genom enkäter där människor fyller i 

preferenser i liknande formulär runtom i världen. Sådan datainsamling är väldigt 

kostsam och tidskrävande eftersom det behövs representativa och opartiska sampel från 

alla länder som önskas inkluderas i kartläggningen. Några av de mest kända indexen som 

inkluderats i studien beskrivs nedan. 
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2.4 Hofstedes kulturdimensionsteori (Hofstede et al. 2010) 

Hofstede började på 1970-talet utveckla en teori som beskriver olika dimensioner av 

nationella kulturella värderingar runtom i världen, och har med tiden blivit den kändaste 

i sitt slag. I de sex olika dimensionerna poängsätts olika aspekter av beteende i samhället 

relativt i förhållande till andra kulturer på en skala från 0 till 100. 

• Power Distance Index  

• Individualism versus Collectivism  

• Masculinity versus Femininity  

• Uncertainty Avoidance Index 

• Long Term Orientation versus Short Term Normative Orientation  

• Indulgence versus Restraint 

2.5 GLOBE Foundation: Leadership Dimensions (GLOBE Project 2014) 

I stor likhet till Hofstedes kulturdimensionsteori, har GLOBE utvecklat en motsvarighet 

specifikt ämnad för olika dimensioner av ledarskap baserat på en enkät av över 1000 

vd:n i över 24 länder. 

• Charismatic/Value-based Global Leadership Dimension 

• Team-Oriented Global Leadership Dimension 

• Self-Protective Global Leadership Dimension 

• Participative Global Leadership Dimension 

• Humane-Oriented Global Leadership Dimension 

• Autonomous Global Leadership Dimension 

Venaik & Brewer (2008) fann att GLOBE och Hofstedes dimensioner i värsta fall kan 

vara rentav negativt korrelerade, och att de ämnade sig bäst för olika tillämpningar. 

Följaktligen är båda inkluderade i denna studie. 

 

2.6 Anti-self-dealing Index (Djankov et al. 2008) 

Djankov et al. (2008) utvecklade ett av de kändaste och ryktbaraste anti-korruptions 

indexen genom att kombinera flera olika aspekter av rättssystemen och rättsskydden för 

investerare runtom i världen. Tanken bakom att inkludera detta index är att 

poängsättningen av korruptionen i länder kan tänkas korrelera med vd:nas beteende, 

vilket i sin tur kan medföra antingen problem eller nytta för vd:n om denne flyttar till 

andra länder.  



 

 

57 

3 DATA OCH METOD 

Studien är gjord på ett sampel av företagen i indexet STOXX 600 Europe i början av 

2017, och tidsperioden är mellan 2006 och 2015. Data är samlat från databaserna Capital 

IQ (CIQ), Orbis, Boardex, UK Companies House, årsrapporter, informella nyhetskällor, 

och sociala nätverk. Företags prestanda mäts i avkastning på totala tillgångar (ROA) i 

konsonans med tidigare studier, se (Georgakakis & Ruigrok 2017; Shen & Cannella, 

2002a). Andra variabler av intresse gällande vd:n är dess kön, ålder, erfarenhet 

utländskhet, dubbelt medborgarskap, ordförandeskap, och outsiderhet. Industri- och 

årseffekter fångas upp med separata dummyn, och storleken kontrolleras med total 

omsättning. 

Undersökningen görs med en rad test av random effects minstakvadratsmetoden (OLS), 

och t-test för att mäta skillnader mellan undergrupper inom samplet. Efteråt testas 

kausalitet enligt Heckmans (1979) tvåstegsprocedur. 
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4 RESULTAT OCH DISKUSSION 

Mellan företag med utländsk och respektive inhemsk vd visar det sig finnas tydliga 

skillnader. Företagen med utländsk vd presterar i medeltal signifikant bättre, mätt både 

i ROA och Tobins Q. Den bättre prestationen kan dock inte attribueras till vd:na, utan 

åstadkoms snarare av strukturella orsaker, så som industri och land. De utländska vd:na 

är i sin tur i medeltal ett och ett halvt år äldre, har kortare anställning, förtjänar mera, 

och är mer sannolikt rekryterade från utlandet. Dessa resultat stämmer överens med 

tidigare studier (Booz & Company 2004; Georgakakis & Ruigroks 2017; Nq & Feldman 

2008). Utländska vd:n är äldre, eftersom styrelser är mer misstänksamma mot att 

anställa dem, och därför i medeltal kräver en mer utförlig CV att förlita sig på, och de har 

en kortare anställningsperiod eftersom de dels är mer mobila på grund av sin 

internationella natur, och dels eftersom de oftare är outsiders och därför också ofta blir 

sparkade snabbare. 

Med industrieffekter och andra kontrollvariabler finnes ingen signifikant effekt mellan 

företagets prestation och utländska vd:n. Å andra sidan har företag ledda av 

multinationella vd:n i snitt 1 procentenhet högre avkastning på tillgångar (en: ROA). Av 

de sex Hofstede-dimensionerna är endast en signifikant för att beskriva sambandet 

mellan en utländsk vd:s kultur och ROA. Ett högre poäng i Indulgence vs. Restraint (IVR) 

hos vd:ns hemkultur är positivt bundet till företagets avkastning. GLOBE:s 

ledarskapsdimensioner ger inga signifikanta resultat, och det gör inte heller Djankov 

m.fl.:s (2008) Anti-self-dealing index eller Transparency Internationals CPI. Orsaker 

kan vara att företgsledare inom Estoxx 600 företag helt enkelt inte är så korrupterade. 

Kaufmanns (2004) Corporate Ethics (CEI) och Corporate Governance Index (CGI) ger å 

andra sidan vissa intressanta resultat. Direktörer från länder med avsevärt sämre poäng 

i CEI har ett negativt samband med företagets avkastning, och en liknande effekt finnes 

då vd:n anställs vid ett företag i ett land med stort varierande CGI poäng från vad vd:n 

har erfarenhet med. 

Resultaten ger en intressant inblick i hur olika sociala normer och värderingar runtom i 

världen kan inverka på effektiviteten i organisationer, speciellt då kulturer blandas. 

Studien bidrar till litteraturen genom att vara den första av sin typ som tillämpar 

Hofstedes kulturdimensioner för att undersöka under vilka omständigheter en 

internationell vd kan vara mer fördelaktig. Studien använder sig också av nyligen 

manuellt insamlad data, och bidrar med ny statistik över vd:n inom europeiska företag. 
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4.1 Förslag på framtida forskning 

Studien har dock ett par brister. Inom forskning kring diversitet är det önskvärt att ha så 

detaljerad data som möjligt för alla delparter – något denna studie saknar. Antagandet 

att företagets kultur kan representeras av indexpoäng för hela landet är inte optimalt, 

utan man borde snarare kartlägga företagskulturen inom i alla fall företagsledningen. 

Demografin i styrelsen och i de andra chefspositionerna vore mer detaljerad och en 

bättre proxy än endast landets i överlag. Likaså vore mer utförlig data över 

nyckelvariabler som utbildning och lön viktiga för själva vd:n för att se hur prestationen 

ställer sig i förhållande till priset 

 

 

 



 

 

60 

REFERENCES 

Adams, R., Almeida, H., & Ferreira, D. (2009). Understanding the relationship between 
founder–CEOs and firm performance. Journal of empirical Finance, 16(1), 136-150. 

Adams, R. B., Haan, J., Terjesen, S., & Ees, H. (2015). Board diversity: Moving the field 
forward. Corporate Governance: An International Review, 23(2), 77-82. 

Agrawal, A., & Knoeber, C. R. (2001). Do Some Outside Directors Play a Political Role? 
The Journal of Law and Economics, 44(1), 179-198.  

Bailey, E. And Helfat, C. (2003) External Management Succession, Human Capital, and 
Firm Performance: An Integrative Analysis. Managerial and Decision Economics, 24, 
347-369. 

Berson, Y., Oreg, S., & Dvir, T. (2008). CEO values, organizational culture and firm 
outcomes. Journal of Organizational Behavior, 29(5), 615-633. 

Bertrand, M., Johnson, S., Samphantharak, K. & Schoar, A. (2008) Mixing family with 
business: A study of Thai business groups and the families behind them, Journal of 
Financial Economics, vol. Vol. 88, 466–498. 

Boeker, W. (1997). Strategic change: The influence of managerial characteristics on 
organizational growth. Academy of Management Journal, 40, 152–170. 

Campbell, S. V. (2013). Perception is not reality: The FCPA, Brazil, and the 
mismeasurement of corruption. Minnesota Journal of International Law, Vol. 22, No. 
1, 247. 

Carpenter (2002) The Implications of Strategy and Social Context for the Relationship 
Between Top Management Team Heterogeneity and Firm Performance. Strategic 
Management Journal Volume 23, Issue 3 March 2002, 275–284. 

Carpenter, M. A. And Fredrickson, J. W. (2001) Top Management Teams, Global 
Strategic Posture, and the Moderating Role of Uncertainty, Academy of Management 
journal. Academy of Management, Academy of Management, vol. 44, no. 3, 533–545. 

Carpenter, M. A., Sanders, W. G., & Gregersen, H. B. (2001). Bundling human capital 
with organizational context: The impact of international assignment experience on 
multinational firm performance and CEO pay. Academy of management journal, 
44(3), 493-511. 

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), 747–778 

Chakrabarti, R., Gupta-Mukherjee, S., & Jayaraman, N. (2009). Mars–Venus marriages: 
Culture and cross-border M&A. Journal of International Business Studies, 40(2), 216-
236.  

Charan, R. (2005) Ending the CEO succession crisis, Harvard business review, vol. 83, 
no. 2, 72–81, 147. 

Chattopadhyay, P., Tluchowska, M. And George, E. (2004) Identifying the ingroup: A 
closer look at the influence of demographic dissimilarity on employee social identity. 
Academy of Management Review, 29, 180-202. 

Chen, G. (2015). Initial compensation of CEOs in turnaround situations. Strategic 
Management Journal, 36, 1895-1917. 



 

 

61 

Chung, K. H., & Pruitt, S. W. (1994). A simple approximation of Tobin's Q. Financial 
management, 70-74. 

Ciampa, D. (2005) ‘Almost Ready: How Leaders Move Up’, Harvard business review, vol. 
82, January. 

Cord, D. (2014) The Decline and Fall of Nokia. Schildts & Söderströms. 277. ISBN 978-
951-52-3320-2. 

Crossland, C. And Hambrick, D. (2011) Differences in managerial discretion across 
countries: How national-level institutions affect the degree to which CEOs matter. 
Strategic Management Journal, 32, 797−819. 

Crossland, C., Zyung, J., Hiller, N. And Hambrick, D. (2014). ‘CEO Career Variety: 
Effects on Firm-level Strategic and Social Novelty.’ Academy of Management Journal, 
57, 652-674. 

Custódio, C., & Metzger, D. (2013). How do CEOs matter? The effect of industry expertise 
on acquisition returns. Review of Financial Studies, 26(8), 2008-2047. 

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. 

Dang, C., Li, Z. F., & Yang, C. (2018). Measuring firm size in empirical corporate finance. 
Journal of Banking & Finance, 86, 159-176. 

Denis, J., Langley A. And Pineault, M. (2000) ‘Becoming a leader in a complex 
organization.’ Journal of Management Studies, 37, 1063-1099. 

Dewhurst, M., Harris, J., & Heywood, S. (2011). Understanding your ‘globalization 
penalty’. McKinsey Quarterly, 3(July), 12-15. 

Djankov, S., La Porta, R., Lopez-de-Silanes, F., & Shleifer, A. (2008). The law and 
economics of self-dealing. Journal of financial economics, 88(3), 430-465. 

Dorfman, P. W., & Howell, J.P. (1988). Dimensions of national culture and effective 
Leadership Patterns: Hofstede revisited. Advances in International Comparative 
Management: A Research Annual, 127–149.  

Dybvig, P. H., & Warachka, M. (2012). Tobin's q does not measure firm performance: 
Theory, empirics, and alternative measures. SSRN eLibrary. 
http://papers.ssrn.com/sol3/papers. cfm. 

Erhardt, N. L., Werbel, J. D., & Shrader, C. B. (2003). Board of director diversity and 
firm financial performance. Corporate governance: An international review, 11(2), 
102-111. 

Fahlenbrach, R. (2009) Founder-CEOs, Investment Decisions, and Stock Market 
Performance. Journal of Financial and Quantitative Analysis, 44(2), 439–466. 

Favaro, K (2013) Is There Really Such Thing as a ‘global CEO’? Fortune. April 16. 
[Online] http://fortune.com/2013/04/16/is-there-really-such-thing-as-a-global-
ceo/ (Accessed November 16, 2016). 

Favaro, K., Karlsson, P., & Neilson, G. (2012). CEO succession 2011: The new CEO’s first 
year. Strategy+ business, 67. 

Favaro, K., Karlsson, P., & Neilson, G. (2013) Portrait of the Incoming Class. Booz & Co, 
Available at: www.strategy-business.com/article/00184?Gko=235be (Accessed 
November 24, 2016). 

http://fortune.com/2013/04/16/is-there-really-such-thing-as-a-global-ceo/
http://fortune.com/2013/04/16/is-there-really-such-thing-as-a-global-ceo/


 

 

62 

Ferris, S. P., Jayaraman, N., & Sabherwal, S. (2013). CEO overconfidence and 
international merger and acquisition activity. Journal of Financial and Quantitative 
Analysis, 48(1), 137-164. 

Finkelstein, S., Hambrick, D. And Cannella, A. (2009) Strategic leadership: Theory and 
research on executives, top management teams and boards. New York: Oxford 
University Press. 

Fino, J. (2017) Number of foreign-born CEOs in the UK doubles. Economia. March 13. 
[Online] Available at: http://economia.icaew.com/en/news/march-2017/number-
of-foreign-born-ceos-in-the-uk-doubles (Accessed October 10, 2017) 

Fondas, N. And Wiersema, M. (1997) Changing the guard: The influence of CEO 
socialization on strategic change. Journal of Management Studies, 34, 561-584. 

Friedman S. And Saul K. (1991). A leader’s wake: Organization member reactions to CEO 
succession. Journal of Management 17, 619−642. 

Georgakakis, Dimitrios & Ruigrok, Winfried. (2017). CEO Succession Origin and Firm 
Performance: A Multilevel Study. Journal of management studies: JMS, 54(1), 58-87. 

Giambatista, R., Rowe, G. And Riaz, S. (2005). Nothing succeeds like succession: A 
critical review of leader succession literature since 1994. Leadership Quarterly, 16, 
963-991. 

Gibson, Barbara (2014) ‘Intercultural Competencies Needed by Global CEOs’, PhD 
thesis, Birkbeck, University of London. 

GLOBE Project (2014). GLOBE CEO Study 2014. (n.d.). [Online] Available at: 
http://globeproject.com/study_2014  (Accessed October 15, 2017) 

Gorodnichenko, Y., & Roland, G. (2016). Culture, institutions and the wealth of nations. 
Review of Economics and Statistics, (0). 

Gregersen, H. B., Morrison, A. J., & Black, J. S. (1998). Developing leaders for the global 
frontier. Sloan management review, 40(1), 21.  

Greve, P., Biemann, T., & Ruigrok, W. (2015). Foreign executive appointments: A 
multilevel examination. Journal of World Business, 50(4), 674-686.  

Grossman, W. (2007) Intra-industry executive succession, competitive dynamics, and 
firm performance: Through the knowledge transfer lens. Journal of Managerial 
Issues, 19, 340- 361. 

Hair, J. F., Black, W. C., Babin, B. J., Anderson, R. E., & Tatham, R. L. (1998). 
Multivariate data analysis (Vol. 5, No. 3, 207-219). Upper Saddle River, NJ: Prentice 
hall. 

Hambrick, D. C. And Mason, P. A. (1984) Upper Echelons: The Organization as a 
Reflection of Its Top Managers, Academy of management review. Academy of 
Management, Academy of Management, vol. 9, no. 2, 193–206. 

Hambrick, D. C., Finkelstein, S., Cho, T. S., & Jackson, E. M. (2004). Isomorphism in 
Reverse: Institutional Theory as an Explanation for Recent Increases in Intraindustry 
Heterogeneity and Managerial Discretion. Research in Organizational Behavior, 26, 
307-350. 

Hambrick, D. C., Finkelstein, S. And Mooney, A. (2005). Executives job demands: New 
Insights for Explaining Strategic Decisions and Leader Behaviors. Academy of 
Management Review, 30, 472-491. 

http://economia.icaew.com/en/news/march-2017/number-of-foreign-born-ceos-in-the-uk-doubles
http://economia.icaew.com/en/news/march-2017/number-of-foreign-born-ceos-in-the-uk-doubles
http://globeproject.com/study_2014


 

 

63 

Hamori, M., & Koyuncu, B. (2015). Experience matters? The impact of prior CEO 
experience on firm performance. Human Resource Management, 54(1), 23-44. 

Hannan & Freeman, H. M. (1977) The Population Ecology of Organizations, American 
Journal of Sociology, vol. 82, no. 5, 929–964. 

Hartnell, C. A., Kinicki, A. J., Lambert, L. S., Fugate, M., & Doyle Corner, P. (2016). Do 
Similarities or Differences Between CEO Leadership and Organizational Culture Have 
a More Positive Effect on Firm Performance? A Test of Competing Predictions. 
Journal of Applied Psychology, 101(6), 846. 

Haynes, K., T. (2014). Something old, something new: culture and CEO compensation 
revisited. American Journal of Business, 29(1), 5-25. 

Heckman, J. (1979) ‘Sample selection bias as a specification error’. Econometrica 47: 
153–161. 

Helmich, D. And Brown, W. (1972) Successor type and organizational change in the 
corporate enterprise. Administrative Science Quarterly, 17, 371−381. 

Hermalin, B.E. & Weisbach, M.S. (1988) Outside directors and CEO turnover. Journal of 
Financial Economics, vol. 20, 431-460. 

Hermann, P. And Datta, D. (2002) ‘CEO successor characteristics and the choice of 
foreign market entry mode: An empirical study.’ Journal of International Business 
Studies, 33, 551- 569. 

Hofstede, G. Hofstede, G. J. And Minkov M., (2010) Cultures and Organizations: 
Software of the Mind. Revised and Expanded 3rd Edition. New York: McGraw-Hill 
USA. 

Hogg, M. A. (2001). A social identity theory of leadership. Personality and Social 
Psychology Review, 5(3), 184-200. 

Holderness, C. G. (2016). Problems using aggregate data to infer individual behavior: 
Evidence from law, finance, and ownership concentration. Critical Finance Review, 
5(1), 1-40. 

Horton, J. Millo, Y. And Serafeim G. (2012) Resources or Power? Implications of Social 
Networks on Compensation and Firm Performance. Journal of Business Finance & 
Accounting 39, nos. 3–4. 

Hough, D. (2016). Here’s this year’s (flawed) Corruption Perception Index. Those flaws 
are useful. The Washington Post. ISSN 0190-8286. 

Hutzschenreuter, T., & Horstkotte, J. (2012) Performance effects of international 
expansion processes: The moderating role of top management team experiences. 
International Business Review, 21(1), 259-277. 

Jackson, S. E., & Joshi, A. (2001). Research on Domestic and International Diversity in 
Organizations: A Merger That Works. Handbook of Work and Organizational 
Psychology, 206-231. 

Jalbert, T et al. (2011) The Interrelationship of CEO Nationality with Financial 
Management, Firm Performance, And CEO Compensation. Journal of Diversity 
Management (JDM), 2(2), 7–24. 

Judge, G. G., Hill, R. C., Griffiths, W., Lutkepohl, H., & Lee, T. C. (1982). Introduction to 
the Theory and Practice of Econometrics. 



 

 

64 

Karaevli, A. (2007) Performance Consequences of New CEO Outsiderness: Moderating 
Effects of Pre- and Post-Succession Context. Strategic Management Journal, 28, 681–
706. 

Kaufmann, D. (2004). Corruption, governance and security: Challenges for the rich 
countries and the world. Chapter in the Global Competitiveness Report 2004/2005. 

Keck, S. L., & Tushman, M. L. (1993). Environmental and organizational context and 
executive team structure. Academy of Management Journal, 36(6), 1314-1344. 

Lauterbach, B., Vu., J. And Weisberg, J., (1999) Internal vs. External succession and their 
effects on firm performance. Human Relations, 52, 1485-1504. 

La Porta, R. L., Lopez-de-Silanes, F., Shleifer, A., & Vishny, R. W. (1997). Legal 
determinants of external finance. The journal of finance, 52(3), 1131-1150. 

La Porta, R. L., Lopez-de-Silanes, F., Shleifer, A., & Vishny, R. W. (1998). Law and 
finance. Journal of political economy, 106(6), 1113-1155. 

Lazzarini, S. G., Quatá, R., & Musacchio, A. (2014). State Ownership and Firm-level 
Performance. Working Paper. 

Liñán, F., & Fernandez-Serrano, J. (2014). National culture, entrepreneurship and 
economic development: different patterns across the European Union. Small 
Business Economics, 42(4), 685-701. 

Lindenberg, E. B., & Ross, S. A. (1981). Tobin's q ratio and industrial organization. 
Journal of business, 1-32. 

Lubatkin, M. H., Simsek, Z., Ling, Y., & Veiga, J. F. (2006). Ambidexterity and 
performance in small-to medium-sized firms: The pivotal role of top management 
team behavioral integration. Journal of management, 32(5), 646-672. 

Lublin, Joann S (2005) Globalizing the Boardroom. The Wall street Journal. October 31 
Available at: http://www.wsj.com/articles/SB113071782343383802  (Accessed 
November 18, 2016). 

Malmendier, U. & Tate, G. (2005) "CEO overconfidence and corporate investment ", 
Journal of Finance, pp. 2661; 2661-2700; -2700. 

Magnusson, P. And Boggs, D. J. (2006) International experience and CEO selection: An 
empirical study, Journal of International Management, Elsevier, vol. 12, no. 1, pp. 
107–125. 

McDonald, M. And Westphal, J. (2013). Access denied: Low mentoring of women and 
minority first time directors and its negative effects on appointments to additional 
boards. Academy of Management Journal, 56, 1169–1198. 

Menon, T. And Pfeffer, J. (2003) Valuing internal vs. External knowledge: explaining the 
preference for outsiders. Management Science, 49, 497-513. 

Miles, A. Stephen, (2009A) How the SEC Just Changed Succession Planning: Part I. 
Forbes, November 2009. [Online] Available at: 
https://www.forbes.com/2009/11/17/succession-planning-sec-leadership-
ceonetwork-search.html (Accessed August 13, 2017) 

Miles, A. Stephen, (2009B) ‘Succession Planning: How Everyone Does It Wrong’ Forbes, 
July 2009. [Online] Available at: https://www.forbes.com/2009/07/30/succession-
planning-failures-leadership-governance-ceos.html (Accessed February 5, 2017) 

Miller, M. H. And Modigliani, F. (1961) ‘Dividend Policy, Growth, and the Valuation of 
Shares’ the Journal of Business Vol. 34, No. 4 (Oct. 1961), 411-433 

http://www.wsj.com/articles/SB113071782343383802
https://www.forbes.com/2009/11/17/succession-planning-sec-leadership-ceonetwork-search.html
https://www.forbes.com/2009/11/17/succession-planning-sec-leadership-ceonetwork-search.html
https://www.forbes.com/2009/07/30/succession-planning-failures-leadership-governance-ceos.html
https://www.forbes.com/2009/07/30/succession-planning-failures-leadership-governance-ceos.html


 

 

65 

Milliken, F. J., & Martins, L. L. (1996). Searching for common threads: Understanding 
the multiple effects of diversity in organizational groups. Academy of management 
review, 21(2), 402-433. 

Morrison, Elizabeth W. And Milliken, Frances, J. (2005) Sounds of Silence, STERN 
business spring/summer. 

Nickisch, C. (2016) Outsider CEOs Are on the Rise at the World’s Biggest Companies. 
Harvard Business Review, April. [Online] Available at: 
https://hbr.org/2016/04/outsider-ceos-are-on-the-rise-at-the-worlds-biggest-
companies (Accessed July 22, 2017) 

Nielsen, B. B., & Nielsen, S. (2013). Top management team nationality diversity and firm 
performance: A multilevel study. Strategic Management Journal, 34(3), 373-382. 

Norburn, D., & Birley, S. (1988). The top management team and corporate performance. 
Strategic management journal, 9(3), 225-237. 

Ozkan, N. (2011). CEO compensation and firm performance: An empirical investigation 
of UK panel data. European Financial Management, 17(2), 260-285.  

Pandey, S., & Rhee, S. (2015). An Inductive Study of Foreign CEOs of Japanese Firms. 
Journal of Leadership & Organizational Studies, 22(2), 202-216. 

Parola, H. R., Ellis, K. M., & Golden, P. (2015). Performance effects of top management 
team gender diversity during the merger and acquisition process. Management 
Decision, 53(1), 57-74. 

Pegels, C. C., Song, Y. I., & Yang, B. (2000). Management heterogeneity, competitive 
interaction groups, and firm performance. Strategic Management Journal, 911-923. 

Pelled, L. H. (1996). Demographic diversity, conflict, and work group outcomes: An 
intervening process theory. Organization science, 7(6), 615-631. 

Pfeffer, J. (1983) ‘Organizational demography’, Research in Organizational Behavior, Vol 
5, pp. 299-357. 

Pfeffer, J., & Salancik, G. R. (2003). The external control of organizations: A resource 
dependence perspective. Stanford University Press. 

Phone Arena (2012) ‘Nokia Finnish investors considering gathering signatures to get 
CEO Elop sacked’, Phone Arena. 23 August [Online]. Available at: 
http://www.phonearena.com/news/Nokia-Finnish-investors-considering-
gathering-signatures-to-get-CEO-Elop-sacked_id33611  (Accessed 17 November 
2016). 

Podobnik, B., Shao, J., Njavro, D., Ivanov, P. C., & Stanley, H. E. (2008). Influence of 
corruption on economic growth rate and foreign investment. The European Physical 
Journal B-Condensed Matter and Complex Systems, 63(4), 547-550.  

Preacher, K., Curran, P., and Bauer, D. (2006). ‘Computational tools for probing 
interaction effects in multiple linear regression, multilevel modeling, and latent curve 
analysis’ Journal of Educational and Behavioral Statistics, 31, 437-448. 

PwC, (2015) PwC’s 2015 Annual Corporate Directors Survey. [Online] Available at: 
http://www.pwc.se/sv/riskhantering/bolagsstyrning/pwcs-2015-annual-corporate-
directors-survey.html (Accessed February 1, 2017) 

 

https://hbr.org/2016/04/outsider-ceos-are-on-the-rise-at-the-worlds-biggest-companies
https://hbr.org/2016/04/outsider-ceos-are-on-the-rise-at-the-worlds-biggest-companies
http://www.phonearena.com/news/Nokia-Finnish-investors-considering-gathering-signatures-to-get-CEO-Elop-sacked_id33611
http://www.phonearena.com/news/Nokia-Finnish-investors-considering-gathering-signatures-to-get-CEO-Elop-sacked_id33611
http://www.pwc.se/sv/riskhantering/bolagsstyrning/pwcs-2015-annual-corporate-directors-survey.html
http://www.pwc.se/sv/riskhantering/bolagsstyrning/pwcs-2015-annual-corporate-directors-survey.html


 

 

66 

Quigley, T.J. & Hambrick, D.C. (2014) Has the “CEO Effect” Increased in Recent 
Decades? A New Explanation for the Great Rise in America’s Attention to Corporate 
Leaders. Strategic Management Journal, 36: 821-830. 

Raudenbush, S. And Bryk, A. (2002). Hierarchical linear models: Applications and data 
analysis methods. (2nd Ed). Newbury Park, CA: Sage. 

Richard, O. C., Barnett, T., Dwyer, S., & Chadwick, K. (2004). Cultural diversity in 
management, firm performance, and the moderating role of entrepreneurial 
orientation dimensions. Academy of management journal, 47(2), 255-266. 

Robinson, G., & Dechant, K. (1997). Building a business case for diversity. The Academy 
of Management Executive, 11(3), 21-31. 

Rockness, H., & Rockness, J. (2005). Legislated ethics: From Enron to Sarbanes-Oxley, 
the impact on corporate America. Journal of Business Ethics, 57(1), 31-54. 

Rodenbach, M. And Brettel, M. (2012). ‘CEO experience as micro-level origin of dynamic 
capabilities.’ Management Decision, 50, 611-634. 

Rogers, W. (1994). Regression standard errors in clustered samples. Stata technical 
bulletin, 3(13). 

Sambharya, R. B. (1996) Foreign experience of top management teams and international 
diversification strategies of U.S. multinational corporations. Strategic Management 
Journal, 17, 739-746. 

Schmitz, L., & Weber, W. (2014). Are Hofstede's dimensions valid? A test for 
measurement invariance of uncertainty avoidance. Interculture Journal: Online-
Zeitschrift für interkulturelle Studien, 13(22), 11-26. 

Sebbas, A. (2015). Vd-kön och resultat - En empirisk studie av nordiska aktiebolag. 
Hanken School of Economics. Bachelor’s thesis (unpubl.) 

Shao, J., Ivanov, P. C., Podobnik, B., & Stanley, H. E. (2007). Quantitative relations 
between corruption and economic factors. The European Physical Journal B-
Condensed Matter and Complex Systems, 56(2), 157-166. 

Shen, W. And Cannella, A. (2002a). Revisiting the performance consequences of CEO 
succession: The impact on successor type, post succession senior executive turnover, 
and departing CEO tenure. Academy of Management Journal, 45, 717-733. 

Shen, W. And Cannella, A. (2002b). Power dynamics within top management and their 
impacts on CEO dismissal followed by inside succession. Academy of Management 
Journal 45(6), 1195-1206. 

Shen, W. And Cannella Jr. A. (2003) Will Succession Planning Increase Shareholder 
Wealth? Evidence from Investor Reactions to Relay CEO Successions. Strategic 
Management Journal Vol. 24, No. 2 (Feb. 2003), pp. 191-198  

Shi, X., & Wang, J. (2011). Interpreting Hofstede model and GLOBE model: which way 
to go for cross-cultural research? International journal of business and management, 
6(5), 93. 

Spence, A. M. (1974). Market signaling: Informational transfer in hiring and related 
screening processes (Vol. 143). Harvard Univ. Pr. 

Strategy& (2015) ‘2015 CEO Success study’ Annual CEO study by PwC. 

Strategy& (2016) ‘CEO Turnover at a Record High Globally, With More Companies 
Planning for New Chiefs from Outside the Company’ Annual CEO study Press 
release by PwC [Online]. Available at: 



 

 

67 

http://www.strategyand.pwc.com/global/home/press/displays/ceo-success-study-
2015 (Accessed 30 November 2016) 

Teerikangas, S., & Very, P. (2006). The culture–performance relationship in M&A: From 
yes/no to how. British Journal of Management, 17(S1).  

Tobin, J. (1969). A general equilibrium approach to monetary theory. Journal of money, 
credit and banking, 1(1), 15-29. 

Tosi, H. L., & Greckhamer, T. (2004). Culture and CEO compensation. Organization 
Science, 15(6), 657-670. 

Tröster, C. And van Knippenberg, D. (2012) Leader openness, nationality dissimilarity, 
and voice in multinational management teams. Journal of International Business 
Studies, 43, 591-613. 

Tsui, A., Egan, T. And O’Reilly, C. (1992) Being different: relational demography and 
organizational attachment. Administrative Science Quarterly, 37, 549–579. 

Turner, J. C. (1982). Towards a cognitive redefinition of the social group. Social identity 
and intergroup relations, 15-40.  

Turner, J. C., Hogg, M. A., Oakes, P. J., Reicher, S. D., & Wetherell, M. S. (1987). 
Rediscovering the social group: A self-categorization theory. Basil Blackwell. 

Umans, T. (2013). Top management team’s cultural diversity and firm performance: the 
mediating role of ambidextrous orientation. Corporate Ownership & Control, 11(1), 
882-891. 

Vancil, R., (1987) Passing the baton: Managing the process of succession, Boston: 
Harvard Business Press. 

Venaik, S., & Brewer, P. (2008, June). Contradictions in national culture: Hofstede vs 
GLOBE. In Academy of International Business 2008 Annual Meeting, Milan, Italy 
(Vol. 30). 

Waldman, D. A., De Luque, M. S., Washburn, N., House, R. J., Adetoun, B., Barrasa, A., 
... & Dorfman, P. (2006). Cultural and leadership predictors of corporate social 
responsibility values of top management: A GLOBE study of 15 countries. Journal of 
International Business Studies, 37(6), 823-837. 

Ward, A and Parker A (2011) Nokia boss warns of “blazing fire” threat, Financial Times 
[Online]. Available at: https://www.ft.com/content/8a76f90e-3436-11e0-993f-
00144feabdc0 (Accessed November 16, 2016). 

Wiersema, M. (1992) ‘Strategic consequences of executive Succession within diversified 
firms.’ Journal of Management Studies, 29, 73-94. 

Wilhelm, P. G. (2002). International Validation of The Corruption Perceptions Index: 
Implications for Business Ethics and Entrepreneurship Education. Journal of 
business Ethics, 35(3), 177-189. 

Zajac, E. J. (1990). CEO Selection, Succession, Compensation and Firm Performance: A 
Theoretical Integration and Empirical Analysis. Strategic Management Journal, 11(3), 
217-230. 

Zhang, Y. (2008). Information asymmetry and the dismissal of newly appointed CEOs: 
An empirical investigation. Strategic Management Journal, 29(8), 859-872. 

Zhang, Y. And Rajagopalan, N. (2004) When the Known Devil is Better Than an 
Unknown God: An Empirical Study of the Antecedences and Consequences of Relay 
CEO Successions. Academy of Management Journal, 47, 483–500. 

http://www.strategyand.pwc.com/global/home/press/displays/ceo-success-study-2015
http://www.strategyand.pwc.com/global/home/press/displays/ceo-success-study-2015
https://www.ft.com/content/8a76f90e-3436-11e0-993f-00144feabdc0
https://www.ft.com/content/8a76f90e-3436-11e0-993f-00144feabdc0


 

 

68 

Zhang, Y. And Rajagopalan, N. (2010/9) CEO Succession Planning: Finally at the center 
Stage of the Boardroom, Business Horizons, vol. 53, no. 5, 455–462. 

Zweigenhaft, R (2013) Who Rules America: Diversity Among CEOs and Corporate 
Directors, [Online]. 
Http://www2.ucsc.edu/whorulesamerica/power/diversity_among_ceos.html 
(Accessed November 17, 2016).  

http://www2.ucsc.edu/whorulesamerica/power/diversity_among_ceos.html


 

 

69 

APPENDIX 1 DESCRIPTIVE STATISTICS, SAMPLE OVERVIEW 

Main Industry   Non-Foreign Foreign Relative ratio Total 

A - Agriculture   1 1 50% 2 

B - Mining and quarrying   30 21 41% 51 

C - Manufacturing   283 92 25% 375 

D - Utilities   38 5 12% 43 

E - Water supply   8 0 0% 8 

F - Construction   29 3 9% 32 

G - Wholesale and retail trade   40 14 26% 54 

H - Transportation and storage 32 8 20% 40 

I - Accommodation and food service 11 0 0% 11 

J - Information and communication 71 24 25% 95 

K - Financial and insurance activities 141 36 20% 177 

L - Real estate activities   38 3 7% 41 

M - Professional, sci. and tech. activities 19 15 44% 34 

N - Administrative activities   25 5 17% 30 

O - Public administration and defence 5 0 0% 5 

Q - Human health and social work 1 0 0% 1 

R - Arts, entertainment   6 2 25% 8 

S - Other services   7 3 30% 10 

Total   785 232  23% 1017 

Table 5 Sample Industry Overview. The NACE Main industries of the unique CEO-Firm pairs in the 
sample of this study. Industries with lower than 10 observations have been grouped together with similar 
industries for regressions, or excluded. 

Main Industry   Non-Foreign Foreign Relative ratio Total 

Austria   10 3 23% 13 

Belgium   18 6 25% 24 

Bermuda   0 1 100% 1 

Czech Republic   3 2 40% 5 

Denmark   34 8 19% 42 

Finland   27 4 13% 31 

France   120 10 8% 130 

Germany   93 22 19% 115 

Ireland   13 0 0% 13 

Italy   40 2 5% 42 

Luxembourg   1 9 90% 10 

Malta   0 2 100% 2 

Netherlands   36 24 40% 60 

Norway   19 1 5% 20 

Portugal   5 0 0% 5 

Russia   1 0 0% 1 

Spain   38 5 12% 43 

Sweden   64 8 11% 72 

Switzerland   47 47 50% 94 

United Kingdom   216 78 27% 294 

Total   785 232 23% 1017 

Table 6 Sample Country Overview. The country distribution of the company headquarters locations 
of the companies included in this study. Countries with lower than 10 observations have been 
grouped together with similar countries for regressions. 
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APPENDIX 2 REGRESSION, CEO TOTAL COMPENSATION 
 

  (1) 

VARIABLES lnTotComp 

    

Gender -0.2978 

  [0.151] 

Chairman 0.1004 

  [0.324] 

Founder -0.4533 

  [0.304] 

Interaction Variables   

0.Foreign#1.Multiple Citizen 0.4926*** 

  [0.001] 

1.Foreign#0.Multiple Citizen 0.2708** 

  [0.035] 

1.Foreign#1.Multiple Citizen 0.2059 

  [0.498] 

    

Switched Jobs -0.0276 

  [0.778] 

Past Jobs 0.0377 

  [0.165] 

Total Assets, (ln) 0.1561*** 

  [0.000] 

Company Age, (ln) 0.0218 

  [0.663] 

No. Business Segments -0.0145 

  [0.240] 

No. Geo. Segments -0.0062 

  [0.171] 

State-Owned -0.3799** 

  [0.037] 

Constant 11.2002*** 

  [0.000] 

    

Observations 532 

Number of Year 10 

Industry-Year F.E. YES 

Robust pval in brackets   

*** p<0.01, ** p<0.05, * p<0.1 

Table 7 Coefficient Estimates for Foreign/Multiple Citizen Interaction with Compensation. 
The estimates show that multinational CEOs receive a 63.7 % higher total compensation 
compared to domestic CEOs. For foreign CEOs, the premium is 31.1 %. Moreover, State-Owned 
firms pay a 31.6 % lower CEO salary. 
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APPENDIX 3 REGRESSIONS, CEO TENURE 
 

  (1) (2) (3) 

VARIABLES Tenure Tenure Tenure 

        

Age 0.3607*** 0.3619*** 0.0700*** 

  [0.000] [0.000] [0.001] 

Gender -0.0094 0.0420 -0.1751 

  [0.992] [0.965] [0.772] 

Chairman 0.6532* 0.6102* 0.0503 

  [0.076] [0.096] [0.847] 

Past_Jobs -0.9127*** -0.9201*** -0.1808** 

  [0.000] [0.000] [0.038] 

Switched_Jobs -0.2780 -0.2586 0.3015 

  [0.517] [0.546] [0.301] 

ROA -0.0114 -0.0079 0.0589* 

  [0.749] [0.825] [0.060] 

Total Assets, (ln) -0.6166*** -0.6261*** 0.0490 

  [0.000] [0.000] [0.585] 

Company Age, (ln) -0.2452 -0.2282 -0.0009 

  [0.194] [0.226] [0.995] 

No. Business Segments 0.0102 0.0184 0.0183 

  [0.828] [0.696] [0.579] 

No. Geo. Segments -0.0037 -0.0047 -0.0002 

  [0.888] [0.859] [0.991] 

State-Owned -0.9926 -1.0108 -0.1012 

  [0.179] [0.170] [0.834] 

Foreign -1.4727***     

  [0.000]     

Multiple Citizen 1.4257**     

  [0.011]     

Interaction Variables       

0.Foreign#1.MultCitz   0.7180 0.1809 

    [0.242] [0.635] 

1.Foreign#0.MultCitz   -1.7983*** -0.3379 

    [0.000] [0.233] 

1.Foreign#1.MultCitz   2.7093** 0.2994 

    [0.030] [0.717] 
        

PrevTenure     0.0149 

      [0.492] 

Constant -7.5774* -7.5448* 0.5749 

  [0.064] [0.064] [0.826] 

        

Observations 959 959 413 

Number of Years 9 9 8 

Industry-Country F.E. YES YES YES 

pval in brackets       

*** p<0.01, ** p<0.05, * p<0.1 

 

Table 8 Regression of the CEO Tenure Against Control Variables. Foreign CEOs have, on 
average, a one-and-a-half-year (-1.47) shorter tenure when controlling for other variables. A 
similar sized, but positive, effect is found (+1.43) for CEOs with multiple citizenship. In step (2), 
it is shown that the relation is leveraged when the variables interact: foreign CEOs without 
multiple citizenship have a 1.8-year shorter tenure, while multinational foreign CEOs actually 
have a 2.7 longer tenure, all other things equal. Chairman status is also positively correlated with 
the tenure length, while firm size has a negative effect. A high-CEO-turnover sample is 
investigated in the third step (3), consisting of companies with more than two CEOs during the 
sample period. These companies seemingly do not factor in chairman or nationality status in 
their firing decisions, but instead rely on the performance (measured in ROA and Tobin’s Q).  
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APPENDIX 4 PROBIT (MLE) REGRESSION, FOREIGN CEO 
 

  (1) 

VARIABLES Foreign 

    

Industry Foreign CEO Rate 1.9605** 

  [0.040] 

Previous CEO Foreign 0.8009*** 

  [0.000] 

ROA -1 YR. 0.0037 

  [0.822] 

Total Assets (ln) -0.0126 

  [0.780] 

Company Age (ln) 0.0286 

  [0.715] 

No. Business Segments -0.0201 

  [0.307] 

No. Geo. Segments 0.0088 

  [0.386] 

Constant -1.3264** 

  [0.015] 

    

Observations 410 

LR chi2(7)   41.24 

Prob > chi2 0,0000 

Pseudo R2 0.0901 

Country F.E. YES 

pval in brackets   

*** p<0.01, ** p<0.05, * p<0.1 

Table 9 Probit Regression of the Foreign CEO likelihood. The model shows that the only 
statistically significant variables in predicting whether a firm will hire a foreign CEO is the 
industry rate of foreign hires, and whether the previous CEO was also foreign. The industry rate 
is calculated separately for all industries, but industries with less than 10 observations are 
grouped together with neighboring industries. ROA is given as the return the previous year. 
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APPENDIX 5 REGRESSIONS, FOREIGN/OUTSIDER INTERACTION 
 

  (1) (1) 

VARIABLES ROA Q 

      

Gender -0.0682 0.0193 

  [0.961] [0.800] 

Age, (ln) 0.2751 -0.0922 

  [0.908] [0.801] 

Chairman 0.1904 0.0865 

  [0.525] [0.272] 

Founder -9.4568** -0.7910 

  [0.018] [0.211] 

Multiple Citizen 1.0439** 0.1656** 

  [0.035] [0.026] 

Interaction Variables     

0.Foreign#1.Switched Jobs -0.3999 -0.1769** 

  [0.469] [0.038] 

1.Foreign#0.Switched Jobs 0.1301 0.0352 

  [0.813] [0.637] 

1.Foreign#1.Switched Jobs 0.1268 -0.0651 

  [0.841] [0.389] 

      

Past Jobs -0.2093*** -0.0191 

  [0.008] [0.118] 

Compensation, (ln) 0.2851 -0.0886* 

  [0.297] [0.076] 

Total Assets, (ln) -1.0689*** -0.1935*** 

  [0.000] [0.000] 

Company Age, (ln) -0.1882 0.0119 

  [0.370] [0.649] 

No. Business Segments -0.0922** -0.0109 

  [0.014] [0.102] 

No. Geo. Segments 0.0604 0.0006 

  [0.148] [0.891] 

State-Owned 0.3503 -0.1494 

  [0.552] [0.247] 

Constant 10.0032 2.9713* 

  [0.457] [0.059] 

      

Observations 532 532 

Number of Years 10 10 

Industry-Year F.E. YES YES 

Robust pval in brackets     

*** p<0.01, ** p<0.05, * p<0.1     

Table 10 Coefficient Estimates for Foreign/Outsider Interaction on Firm Performance 
(measured in ROA and Tobin’s Q). The Foreign CEO’s relation to firm performance does 
not differ based on where they were recruited from. 
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APPENDIX 6 REGRESSIONS, HOFSTEDE’S DIMENSIONS 

  (1) (2) (3) (4) (5) 

VARIABLES ROA ROA ROA ROA ROA 

Type of index calculation diff mindiff maxdiff min max 

            

Gender -0.0106 -0.0933 0.0030 0.0095 -0.0965 

  [0.994] [0.947] [0.998] [0.995] [0.946] 

Age, (ln) 0.1003 0.2324 0.4840 0.4094 0.2285 

  [0.965] [0.924] [0.843] [0.867] [0.926] 

Chairman 0.2474 0.2810 0.2692 0.2720 0.2701 

  [0.303] [0.372] [0.357] [0.347] [0.412] 

Founder -9.0045** -9.2488** -9.3618** -9.3725** -9.1736** 

  [0.031] [0.020] [0.029] [0.029] [0.019] 

Foreign -0.4305 0.1162 -0.0312 -0.0548 0.0978 

  [0.633] [0.694] [0.904] [0.843] [0.748] 

Multiple Citizen 1.1010** 0.3732 1.0000 1.0723 0.4622 

  [0.027] [0.597] [0.301] [0.267] [0.435] 

Switched Jobs -0.2327 -0.2668 -0.2615 -0.2576 -0.2606 

  [0.613] [0.560] [0.575] [0.578] [0.569] 

Past Jobs -0.2068*** -0.2014** -0.2058** -0.2048** -0.2024** 

  [0.010] [0.015] [0.011] [0.011] [0.014] 

Compensation, (ln) 0.2675 0.2944 0.2946 0.2970 0.2893 

  [0.346] [0.276] [0.278] [0.276] [0.286] 

Total Assets, (ln) -1.0600*** -1.0603*** -1.0430*** -1.0416*** -1.0561*** 

  [0.000] [0.000] [0.000] [0.000] [0.000] 

Company Age, (ln) -0.1606 -0.1532 -0.1757 -0.1743 -0.1609 

  [0.410] [0.439] [0.322] [0.318] [0.412] 

No. Business Segments -0.0870** -0.1011*** -0.1010*** -0.1012*** -0.0998*** 

  [0.013] [0.003] [0.004] [0.005] [0.004] 

No. Geo. Segments 0.0589 0.0602 0.0595 0.0596 0.0599 

  [0.144] [0.128] [0.131] [0.131] [0.133] 

State-Owned 0.4514 0.4128 0.3382 0.3151 0.3816 

  [0.475] [0.498] [0.551] [0.586] [0.531] 

pdi -0.0031 -0.0074 0.0064 -0.0011 0.0080 

  [0.948] [0.699] [0.848] [0.975] [0.687] 

idv 0.0354 0.0115 0.0189 -0.0168 -0.0110 

  [0.413] [0.719] [0.514] [0.547] [0.738] 

mas -0.0111 -0.0161 -0.0007 0.0008 0.0137 

  [0.581] [0.347] [0.974] [0.970] [0.446] 

uai 0.0145 -0.0127 -0.0179 0.0187 0.0103 

  [0.773] [0.299] [0.271] [0.231] [0.373] 

ltowvs 0.0270 0.0058 0.0131 -0.0131 -0.0072 

  [0.463] [0.750] [0.461] [0.449] [0.678] 

ivr -0.0277 -0.0397* -0.0289** 0.0298** 0.0338** 

  [0.424] [0.078] [0.042] [0.036] [0.036] 

Constant 11.4877 9.2682 8.7564 8.5460 7.6415 

  [0.386] [0.472] [0.495] [0.487] [0.517] 

            

Observations 532 532 532 532 532 

Number of Years 10 10 10 10 10 

Industry-Year F.E. YES YES YES YES YES 

Robust pval in brackets           

*** p<0.01, ** p<0.05, * p<0.1         

Table 11 Coefficient Estimates for the Six Hofstede’s Cultural Dimensions on Firm 
Performance. A higher score in IVR for the CEO is related to higher firm performance, both 
in relation to the firm (as evident in the steps (2) and (3)), and in general (steps (4) and (5)). 
The estimates are not robust against Tobin’s Q.  
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APPENDIX 7 REGRESSION, ASD, CPI, CEI AND CGI  
 

  (1) (2) (3a) (3b) (4a) (4b) 

VARIABLES ROA ROA ROA Q ROA Q 

Gender -0.0439 0.3056 0.2657 0.0223 0.2585 0.0229 

  [0.974] [0.793] [0.821] [0.681] [0.827] [0.782] 

Age, (ln) 0.1422 0.2243 0.1960 -0.1602 0.1735 -0.0906 

  [0.952] [0.917] [0.926] [0.651] [0.938] [0.804] 

Chairman 0.2435 -0.3590 -0.3597 -0.0535 -0.3480 0.0820 

  [0.422] [0.135] [0.137] [0.393] [0.184] [0.321] 

Founder -9.1704** -8.1528** -8.1396** -0.7652 -8.1351** -0.7852 

  [0.018] [0.044] [0.043] [0.255] [0.041] [0.227] 

Foreign -0.2390 0.2858 0.2325 0.0386 0.6991* 0.0698 

  [0.648] [0.419] [0.569] [0.603] [0.052] [0.318] 

Multiple Citizen 0.9352* 1.2024** 1.1871** 0.1671*** 1.1209** 0.1855** 

  [0.052] [0.024] [0.019] [0.004] [0.031] [0.011] 

Switched Jobs -0.2525 -0.2541 -0.2714 -0.1434* -0.2814 -0.1530** 

  [0.576] [0.598] [0.576] [0.057] [0.561] [0.022] 

Past Jobs -0.1962** -0.1638** -0.1645** -0.0129 -0.1741** -0.0181 

  [0.020] [0.040] [0.027] [0.362] [0.026] [0.135] 

Compensation, (ln) 0.2811 0.3149 0.3119 -0.0749 0.3105 -0.0891* 

  [0.311] [0.162] [0.160] [0.157] [0.160] [0.067] 

Total Assets, (ln) -1.0669*** -1.1511*** -1.1496*** -0.2106*** -1.1496*** -0.1927*** 

  [0.000] [0.000] [0.000] [0.000] [0.000] [0.000] 

Company Age, (ln) -0.1507 -0.1933 -0.1958 0.0113 -0.2210 0.0120 

  [0.427] [0.320] [0.313] [0.650] [0.270] [0.637] 

No. Business Segments -0.0904*** -0.0950*** -0.0954*** -0.0075 -0.0939*** -0.0110 

  [0.004] [0.002] [0.002] [0.220] [0.002] [0.114] 

No. Geo. Segments 0.0600 0.0394 0.0398 -0.0009 0.0380 0.0007 

  [0.142] [0.365] [0.357] [0.881] [0.391] [0.874] 

State-Owned 0.3411 -0.1972 -0.1952 -0.1714 -0.1341 -0.1563 

  [0.593] [0.760] [0.760] [0.157] [0.835] [0.232] 

asd_diff 0.0195           

  [0.195]           

asd_maxdiff 0.0061           

  [0.655]           

cpi_diff   -0.0104         

    [0.772]         

cpi_maxdiff   -0.0239         

    [0.375]         

cei_diff     -0.0073 -0.0046     

      [0.857] [0.307]     

cei_maxdiff     -0.0215 -0.0072***     

      [0.236] [0.000]     

cgi_diff         -0.0359** -0.0038 

          [0.041] [0.405] 

cgi_maxdiff         -0.0159 -0.0053 

          [0.349] [0.162] 

Constant 10.9293 11.3841 11.5190 3.9692** 11.8319 2.9550* 

  [0.411] [0.339] [0.325] [0.017] [0.330] [0.056] 

Observations 532 532 532 534 532 534 

Number of Year 10 10 10 10 10 10 

Industry-Year F.E. YES YES YES YES YES YES 

Robust pval in brackets         

*** p<0.01, ** p<0.05, * p<0.1         

Table 12 Coefficient Estimates for the ASD, CPI, CEI and CGI Regressions on ROA. Only the 
CGI regression (4a) shows a significant result for ROA. A larger difference between the CEO and 
Firm score in CGI in either direction is negatively related to firm performance. Being of a 
nationality with a lower score in CEI is negatively related to Tobin’s Q (3b). 
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APPENDIX 8 HAUSMAN TEST 

Coefficients (b) (B) (b-B) √diag(V_b − V_B)2
 

  fe re  Difference  S.E. 

          

Gender -0.03 -0.05 0.01 0.13 

Age, (ln) -0.35 -0.32 -0.02 0.29 

Chairman -0.20 -0.15 -0.04 0.05 

Founder -9.85 -10.10 0.25 0.31 

Foreign 0.22 0.24 -0.02 0.04 

Multiple Citizen 1.14 1.09 0.05 0.10 

Switched Jobs -0.61 -0.60 -0.01 0.05 

Past Jobs -0.05 -0.07 0.02 0.02 

Tot. Ass., (ln) -1.12 -1.15 0.03 0.01 

Firm Age, (ln) -0.18 -0.20 0.02 0.02 

No. Business S. -0.07 -0.06 -0.02 0.01 

No. Geo. Seg. 0.02 0.02 0.00 0.00 

State-Owned -0.52 -0.63 0.10 0.10 

F.E. ...  ...  ...  ...  

b = consistent under Ho and Ha; obtained from xtreg   

B = inconsistent under Ha, efficient under Ho; obtained from xtreg 

chi2(30) = (b-B)'[(V_b-V_B)^(-1)](b-B)     

  =  10,07       

Prob>chi2 =  0,9998 (V_b-V_B is not positive definite) 

Table 13 Hausman Test Confirming the RE Model Validity. The null hypothesis (a random effects 
model is appropriate) cannot be discarded, and thus the random effects model is appropriate.  
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APPENDIX 9 MULTICOLLINEARITY TEST, CORRELATIONS MATRIX 

CEO Gender lnAge Chairman Founder Foreign MultCitz Switch_Jobs Past_Jobs lnTotComp 

Gender 1                 

lnAge -0.02 1               

Chairman -0.05 0.11 1             

Founder -0.01 0.00 0.03 1           

Foreign 0.01 0.03 -0.09 -0.04 1         

MultCitz -0.03 -0.04 -0.03 0.08 -0.06 1       

Switch_Jobs -0.01 0.00 -0.09 -0.04 0.05 0.02 1     

Past_Jobs -0.03 0.15 -0.07 0.00 0.07 0.05 0.50 1   

lnTotComp -0.05 -0.02 0.02 -0.03 0.15 0.15 -0.01 0.06 1 

Firm lnTotAss lnCoAge NoBusi~s NoGeoS~s Stateo~d         

lnTotAss 1                 

lnCompAge 0.22 1               

NoBusinessSeg. 0.32 0.16 1             

NoGeoSeg. 0.10 0.06 0.10 1           

Stateowned 0.12 0.00 0.07 -0.03 1         

Hofstede's 6 pdi_max idv_max mas_max uai_max ltowvs~x ivr_max       

pdi_max 1                 

idv_max -0.33 1               

mas_max 0.01 0.26 1             

uai_max 0.75 -0.54 0.08 1           

ltowvs_max 0.16 -0.13 0.17 0.40 1         

ivr_max -0.37 0.44 -0.20 -0.69 -0.41 1       

Other Indices asd_diff asd_maxdiff cpi_diff cpi_maxdiff cei_diff cei_maxdiff cgi_diff cgi_maxdiff   

asd_diff 1                 

asd_maxdiff -0.23 1               

cpi_diff 0.48 -0.11 1             

cpi_maxdiff -0.36 0.16 -0.76 1           

cei_diff 0.62 -0.21 0.84 -0.62 1         

cei_maxdiff -0.44 0.30 -0.62 0.85 -0.72 1       

cgi_diff 0.41 -0.13 0.84 -0.53 0.76 -0.46 1     

cgi_maxdiff -0.22 0.26 -0.49 0.81 -0.41 0.73 -0.46 1   
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