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Abstract: A growing number of foreign country nationals in economies worldwide
challenges academics to raise a question whether one’s country of origin (COO) matters
when selecting candidates for managerial positions. Thus the aim of this paper is to
analyze the COO effect on the evaluation of managerial competence of a foreign
individual. The analysis includes both the literature review and the empirical findings
from the authors’ pilot research. A focus group interview is the method that was applied
in the study. The analysis contributes to the nascent streams in international business
and cross-cultural management research that concern the COO effect and the liability of
foreignness (LOF) that refers to foreign newcomers (i.e. immigrants, ex/inpatriaties). It
also adds some practical implications for the International Human Resource Management
literature with that respect. The empirical findings suggest that COO is apparent when
managerial skills are evaluated by locals.
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Introduction

Several trends in the globalizing world economy have made the country-of-origin
(COOQ) effect on the evaluation of managerial competence of a foreign individual
a vital scientific inquiry. First, owing to new environmental complexities outside
companies’ home states, the demand for a more heterogonous staff with a broader
knowledge base has resulted in an increase in the number of board members
originating from different countries [van Veen ¢z al., 2014]. As van Veen ¢ al. [2014]
posit, companies that expand abroad face a growing pressure to internalize the
international aspects into their boards. Thus, they claim that COO of international
board members matters and may impact on the company’s performance. Second, for
enterprises embedded in international markets, such as multinational corporations
(MNCs), their effective functioning requires, among other issues, rational hiring
expatriates or host country nationals to staff managerial positions in subsidiaries
[Collings ez al. 2007; Collings e al. 2008; Magier-Y.akomy and Rozkwitalska 2013].
Third, the global mobility of workforce has led to the presence of immigrants and
self-initiated expatriates in numerous economies, mainly developed ones [Collings
et al. 2007; Nolan 2012; Samnani ez a/. 2012]. Fourth, the shortage of professionals
who could fill certain key positions in organizations has compelled some industries,
e.g. healthcare providers, to recruit foreigners, i.e. to attract immigrants [Harvey ef
al. 2004]. All the aforementioned trends show that the number of individuals with
different nationalities and organizations in states has grown and will probably rise
in the future. Hence, a study of the effect of COO on the evaluation of managerial
competence of a foreign individual appears to be an appealing and promising
academic inquiry that also fills a significant gap in the subject literature [Magier-
Fakomy and Rozkwitalska 2013; Rozkwitalska and Boguszewicz-Kreft 2014].

The paper, whose aim is to analyze whether COO affects the evaluation of
managerial competence of a foreign individual, contributes to the nascent streams in
international business and cross-cultural management research concerned with the
COO effect and the liability of foreignness (LOF) that refer to foreign newcomers
(i.e. immigrants, ex/inpatriaties). It also adds some practical implications for the
International Human Resource Management literature with that respect.

The paper begins with the literature review that tackles on the COO effect
and LOF issues. Afterwards, the research method and the empirical findings
are discussed. Conclusions deal with contributions, practical implications and
limitations of the analysis, which are subsequently followed by directions for future
research.

Literature review

Although the country-of-origin effect, understood as an influence of the
country of origin of products/brands/organizations on their perception by
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individuals [Ghazali ez a/. 2008], is relatively widely investigated in the international
business literature [see e.g. Laroche et a/. 2005; Lianxi e a/. 2010; Balabanis and
Diamantopoulos 2011], especially in the international marketing field, rather
innumerous studies so far have tackled the problem of the COO effect of an
overseas relocated individual and how it impacts on his/her quality perception by
foreign locals. There are also two other streams of studies on the COO effect in
international and intercultural management fields. The first stream of the research
has mainly analyzed the COO effect as the extent to which practices of MNCs
are embedded in their COO, proving that MNCs from different countries behave
in distinctive ways [see e.g. Noorderhaven and Harzing 2003; Ferner ¢f a/. 2001;
Almond 2011]. The second, a recently emerging stream of the research, with some
works directly stemming from the LOF studies, deals with the COO effect on
the acceptance of foreign affiliates [Moeller ef al. 2013] or foreigners by a host
environment [Harvey ef a/. 2000; Harvey ef al. 2005; Coates and Carr 2005; Joardar
et al. 2007; Fang et al. 2013]. The latter stream offers understanding of the COO
effect that is useful with regard to the aim of the paper since it looks at the COO
effect as a specific predisposition to a given country, which results in a positive or
negative attitude toward organizations and citizens from that state.

The above understanding of the COO effect can be conceptually referred to the
LOF construct [Harvey ez al. 2005; Moeller ¢ al. 2013]. The LOF* was originally
applied to the international business studies to explain obstacles faced by MNCs
on international markets [Mezias 2002; Denk e a/. 2012]. Nevertheless, later the
construct was adjusted to reflect the challenges witnessed at the individual level
by foreigners as well [Harvey ¢z al. 2005; Moeller ef a/. 2013]. With that respect, it
is assumed that foreignness may entail a liability, limiting the chance of possible
success of foreigners in host economies. As Harvey ez al. [2005] explain, foreignness
transforms into a liability to managers from different cultures when they strive
to build a professional or managerial role identity in their new country. Due to
his/her COOQ, a relocated manager can be petrceived by the locals as an out-group
member and as such suffer from a lack of acceptance by the ones who perceive
themselves as in-group members. Nationality is an obvious characteristic that
causes subgroup identities and categorization. In congruence with social identity
theory, host country nationals are more likely to demonstrate negative behaviors
toward those assigned to their out-group and remain reluctant to work or foster
the relationships with them, having a detrimental effect on their MNC [Joardar ez
al. 2007; Varma et al. 2006]. As a result, foreigners’ COO may pose a stereotyping
hazard [Fang ef al. 2013)].

#The liability —of foreignness of MNCs means overall, additional costs of operating abroad
above the costs of domestic enterprises which function in a given market. These additional costs
are the consequences of the spatial distance between the headquarters and its subsidiaries, a MNC’s
unfamiliarity with host-environments, a political and host-country risk and a lack of legitimacy
among the locals [Mezias M.]. 2002; Denk N. e7 2/ 2012].
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To the best of the authors’ knowledge, only a few studies, to date, have
investigated more or less explicitly the influence of COO/LOF on the evaluation of
the quality of foreigners. The examples of those works are summarized as follows.

Carr et al. [2001] have tested whether the COO effect can be noticed when
candidates for various job positions are selected. Their study proved that the
respondents revealed preferences for the locals (i.e. Tanzanian) over the expatriates.
Nevertheless, for a job position where technical skills were a matter of importance,
the respondents demonstrated preferences for expatriates from the West, since
their technical skills were valued higher than the host country nationals’ ones. Carr
et al. also hypothesized, basing on social dominance theory, that foreign managers
from a so-called dominant country would be favored as ex/ inpatriates over other
nationalities, who then may be challenged with biases regarding the evaluation
of their professional competences. Hence, the study conducted by Carr ef a/. may
suggest that the locals’ mental hierarchies about COO affect the way they perceive
foreign managers’ competence.

Coates and Carr [2005] have studied job selection bias in the context of skilled-
immigration in New Zealand. By referring to social dominance theory, social identity
theory and the similarity-attraction paradigm, they explain the sources of selection
bias among recruiters. They claim that organizations are inclined to homogeneity
rather than diversity, therefore candidates perceived as dissimilar, e.g. due to
their COO, may experience selection bias in a recruitment process. Furthermore,
individuals from less socio-economically dominant countries are likely to suffer
from prejudice. Selection bias can also be observed with regard to neighboring
countries. In their research, Coates and Carr [2005] corroborate that the perceived
selection preferences are influenced by the COOs of immigrants, which implies
that one’s COO may impact on the assessment of someone’s competence. Some
subsequent studies that have been conducted in New Zealand and Australia also
prove that Anglo-Saxon immigrants may be favored over others, i.e. from Asia and
the Middle East [Ward 2008; Dandy and Pe-Pua 2010].

Another work by Harvey e a/. [2005] is a good example of a theoretical study
that provides a deep explanation on how stigmatization® associated with the LOF
,and as a consequence of the COO effect, may affect the perception of the quality
of inpatriates in MNCs. Harvey ¢ 4/. identify four dimensions that impact on the
acceptance of an inpatriate manager. They conclude that in order to recruit a proper
inpatriate, i.e. accepted by the locals, MNCs should: 1) look for individuals who
come from countries that in view of host locals have better quality managers than
those available at home; 2) consider novelty of an inpatriate’s COO, since it may
affect the perception of his/her quality; 3) continually monitor the public opinion
of a particular country because the opinion about managers from that country is

% A stigmatized individual may be stereotyped positively too [Harvey M. ez a/. 2005].
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subject to changes over time; 4) verify whether there is a general preference among
MNCs’ staff for home-country managers over inpatriates.

Magier-f.akomy and Rozkwitalska [2013] have elaborated on the previous studies
with respect to immigrants, inpatriates and the acceptance of foreign affiliates and
propose a model of COO impact on the evaluation of the quality of a manager.
They indicate five moderators that determine relationships between the image of
a country and the perception of a manager from that state, namely socio-economic
dominance of a country, perception of the quality of a manager, novelty of COO,
time and preferences for domestic managers. They have also empirically tested
which countries’ managers are perceived as the ones of high/low quality if the
expected managerial effectiveness and strength differ depending on a managet’s
COO and whether domestic managers are favored over foreign managers. Their
research shows a slightly privileged position of local managers over foreigners.
It also proves that the expected managerial effectiveness and strength differ
depending on a manager’s COO, suggesting that the COO effect is apparent when
managerial competences are evaluated by the locals.

Van Veen ¢t al. [2014] have scrutinized the COO composition of international
board members from 15 European economies. They demonstrate that companies
internationalize their boards in order to respond to the needs of the global
economy. Nevertheless, to minimalize the risk of “fault-line settings when sub
groups differ on a variety of demographic characteristics at the same time” [p. 408],
companies recruit international board members that come from similar countries.
Their research provides evidence that the COO of a board candidate matters and
companies “tend to recruit international directors that are culturally, institutionally
and geographically similar to the country where the company is situated” [p.
415]. Moreover, historical relations, e.g. the colonial past between states affect
recruitment.

To summarize, the review of the prior works entitles to posit that the COO
effect may be apparent when a managerial competence of a foreign manager is
evaluated by the locals. First, it can be assumed that domestic managers will be
preferred over foreigners. Second, within a group of foreigners those managers that
come from socio-economically dominant countries are likely to be evaluated higher
than others. Third, the novelty of a country will probably negatively influence the
perception of a manager’s quality, since a positive opinion is rather directed toward
individuals from somewhat similar economies. Fourth, managers from some
neighboring states may be assessed as worse ones by the locals.

The empirical verification of the aforementioned propositions is discussed in
the following section of the paper.
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Method and results

Research method and procedure

The research was carried out as two focus group interviews at the end of the
year 2013 and the beginning of the year 2015. It is continued, deepening the study
carried out by Magier-F.akomy and Rozkwitalska [2013]. The focus group interview
method was applied due to the explorative nature of the conducted study [Chan ez
al. 2012]. The participants of the first focus group (study A), consisting of 3 men
and 4 women, part-time students, were all but one Poles. Except for 3 women, the
remaining part of the group has worked for various, usually well-known MNCs.
The participants of the second focus group (study B) were 12 part-time students,
including 9 women and 3 men, all of Polish nationality. A half of the group has
experience in working with foreigners in various types of organizations in Poland
(including MNCs) or abroad. The subjects’ age range in both focus groups was
over 20 but less than 30. The tape-recorded discussion was led by two moderators,
the authors of the paper. In conformity with the procedure of carrying out a focus
group interview [see e.g. Beyea and Nicoll 2000; Krueger and Casey 2008], the
pre-determined questions were used for moderating the discussion concerning
the COO effect on managerial competence evaluations while searching for an
appropriate candidate for a managerial post. The way the questions were designed
was partially inspired by the instrument developed by Carr ef a/. [2001] and Coates
and Carr [2005].

Before discussing the COO effect, the participants were first asked several
opening and generic questions regarding an ideal candidate’s traits for a managerial
position in MNCs, their experience of working under the supervision of a foreign
manager and observed differences between managers from various countries.
Consequently, in order to address the main topic, two exploration questions were
asked, namely: 1) In your opinion, what countries educate the best managers?, and
2) Assuming that the only difference between the potential pool of candidates
for a managerial position is their country of origin, who would you like to hire:
a domestic manager or a foreigner? If a foreigner, what country should the manager
come from and why? The collected recorded material was then transcribed and
analyzed according to the discussed issues.

Empirical findings

During the first part of the discussion the participants listed several
universal qualities that a good manager should have regardless of his/her level
of managerial hierarchy, functional specialization or nationality. The subjects in
study A commented on a manger’s technical skills, such as an ability to divide tasks
appropriately, an analytical mind and sufficient knowledge, as stated by a subject:
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“He needs to be in line with his business”. Moreover, the participants emphasized
some social skills of a good manager like taking responsibility for mutual effort,
being supportive and encouraging, listening and being open to his/her employees’
suggestions, ethical, providing equal treatment, recognizing a group dynamics and
being a true member of a team. The participants of study B added to the list the
following: ability to work under pressure, speaking languages, time management
skills and open-mindedness.

With regard to the participants’ experience of working under the supervision of
a foreigner, they witnessed mainly positives of such a relation. An Israeli participant
in study A reasoned that a foreigner is better integrated into a MNC and his/her
presence in a subsidiary fosters learning opportunities: “My manager is more
connected, let’s say, than a local manager. (...) I give them (i.e. Polish employees)
some knowledge that a Polish manager will not be able to get, because I come from
a different environment. (...) They even said that they gained a lot of experience
from me because I do the things differently and maybe I have a different set
of skills than Polish ones.” For another participant in study A the fact that the
foreigner, who he ‘had worked under’ and who possessed some qualities of a good
manager depicted earlier in the paper, contributed to the positive impression of
such a cooperation. Some subjects in study B referred to a more open, friendly and
people-oriented style of management of foreigners when compared to Poles: “I see
differences in the approach to the employees”. One of them also noticed that the
Polish style of management, specifically in IT business, is changing in the same
good direction and concluded that a specific style is determined by sector, country
and personality.

The participants in both focus groups noticed or assumed that there were
differences between managers from various countries. They provided examples
which sometimes contradicted their observations of other people from the groups
with regard to certain nationalities. Nevertheless, a lively discussion about the
matter revealed that there were some countries which the participants associated
with a lack of or poor managerial skills as well as nationalities that had a more
positive connotation of a manger’s quality. The participants were also directly asked
what countries educated the worst managers and respectively, the best ones. The
following states were mentioned in study A, i.e. with regard to the former: India,
Singapore, Italy and Poland, and considering the latter: Belgium, the Netherlands
and the United Kingdom. The opinions among the participants in study B were
more inconsistent. For example, Poland was perceived by some of the participants
as a country with poorly qualified managers, while the others considered Polish
managers as one of the best: “We look too much to the West. (...) Leadership there
(i.e. Poland, India, China) is ata very high level”. The other states that were associated
with a positive managerial education were Germany, the United States, the United
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Kingdom, and Scandinavian countries, while France, Italy, Spain, Greece and some
post-Soviet countries (e.g. Croatia, Bulgaria) with a rather poor educational system
with respect to managers. In general, the participants’ preferences were determined
by socio-economic dominance of a country: “German economy is on the first spot
and it is an effect of something.”; “Looking at their economy, if they had good
managers, their economy would stand better.”

One of the subjectsin study A remarked that there should be a necessity to consider
the desired attributes of a manager from the point of view of tasks’ requirements
and then analyze them referring to certain typical countries’ characteristics: “From
my point of view, it depends on what you expect from your manager and then you
can define the best one. If you want a friendly and decent, who always tells you the
truth, Belgians, the Dutch, Nordics are good (...). If you want the job to be done,
the ones from the UK, the US and Israel are the best. If you want very structured
things, find the Germans. (...) If you care about deadlines, you won’t question
anything, go to Asian.” This part of the discussion also discovered widely shared
stereotypes among the group members who were assigning some expected traits to
different nationalities, not always basing on their personal experience.

In study A the authors collected the congruent opinions concerning preferences
for hiring foreigners. The participants provided several complementing
explanations: “I want different opinions. I don’t want to stick to a single point.
Diversity is very important (...). A manager from Italy, Germany and Poland, there
are three different opinions to see the same thing. (...) If I have five Poles, I need
someone from abroad.”; “(...) it is an opportunity to work with people who are
not similar”; “When we have a foreign manager, we can expect our future in the
world, e.g. we are not so closed in our country, we look out of the borders, we get
knowledge from different countries, we are more open, it’s important to find out
different things.”

In contrast to the above results, in study B the majority of the subjects exposed
a general preference for hiring local managers and reasoned it as follows: “Poles
— easy to work with, a lack of creed or cultural barriers.”; “Simply, patriotism. (...)
A Pole is here, I don’t need to relocate him. (...) a lack of formal and language
barriers.”” Some participants particularly stressed that the legal environment in
Poland is subject to constant changes and it is difficult to cope with the excessive red
tape while employing foreigners. It puts extra effort for both the employee and the
employer: “An employee’s effectiveness will be lower”. Yet, one of the participants
opted for a German manager as a person who presumably is well-organized, and
another one could accept someone from abroad to challenge the stereotypes about
Polish xenophobia, while still preferring Poles. Nonetheless, the participants also
remarked that a company’s orientation may be a decisive factor, i.c. a firm with
a domestic orientation should look for local managers whilst an enterprise that
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wants to operate internationally needs a more internationalized staff. The current
political situation with neighboring countries and behaviors of immigrants also
affected the opinions of the participants. Moreover, the subjects’ preferences were
rather directed to some culturally better recognized countries: “We don’t know the
country, so it’s hard to comment on that”*".

It needs to be stressed that the participants of both focus groups did not want
to directly acknowledge the importance of managers’ COO in their selection
decisions that concerned hiring a potential candidate. They rather ascertained that
such a decision had to be based on more accurate data collected via an interview
as well as such a crucial factor as a match between the candidate’s skills and the
job’s requirements: “You must interview them.”; “You can’t choose basing on the
papet.”’; “You don’t need to question about the flag on their chests, for me, we
should question if they are the best man for a job, that’s it.” Despite the participants’
declarations, when they were compelled by the moderators to make a choice within
a potential pool of candidates and to disclose who they would like to exclude from
the hiring list, the following statements appeared in study A: “I would not hire
Italians, overall. (...) I would rather hire someone from Israel, the UK, Germany
(skipping France), Belgium, the US. (...) I would probably skip Poles.”; “I would
skip Italian ones, maybe they are very stylish, they provide you with the best looking
digits....but their maniana style does not appeal to me. I guess I would go for Brits
(-.)7; “I'would exclude Germans and Poles.”; “I would exclude an Irish, there is no
way to communicate with Irish people.””; “I would exclude Scottish ones.”; “I have
experience only with Polish managers, so definitely not Poles.”; “Spanish managers
are not good.” The foregoing remarks may suggest that the COO of a candidate
is a matter of significance when the qualifications of a candidate manager are
evaluated, even if the focus groups’ members did not want to directly admit the
fact. Furthermore, another participant in study A recommended matching the
requirements of a job with a country’s population’s typical characteristics while
deciding what nation would fit the best. The subjects in study B would not invite
to interviews candidates from Greece (due to its economic problems), Arabic and
African countries and others which they knew less.

Taking into account the collected data, it can be summarized as follows: 1) The
participants were able to draw a universal picture of an ideal manager; 2) They
would assumably prefer to work with the nationalities that have some qualities of
a good manager; 3) They were aware of some cultural differences among countries
that may be found in management styles. Concerning the COO effect, it can be
noticed that:1) The participants in study A revealed preferences towards foreign

" 'The possible methodological and theoretical explanation of the observed difference between
these two focus groups with respect to the empirical findings concerning domestic managers,
obtained despite taking the samples from the same population, is given in ‘Discussion and
conclusions’ section.
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managers, while in study B favored domestic managers; 5) The degree of socio-
economic dominance of a country as well as its novelty may affect the perception
of managers’ quality from that state; 6) Managers from some neighboring countries
may be evaluated worse than others. The assessment is likely to be affected by
a current political situation and historical relations. 7) There were some discrepancies
between the focus group members’ declarations and their anticipated decisions
referring to their selection choices, which may result from the differences between
the participants’ implicit and explicit attitudes.

The obtained data from the focus group interviews confirmed that the COO
effect is apparent when managerial skills are evaluated by the locals.

Discussion and conclusions

The main aim of the discourse was to analyze whether COO may affect the
evaluation of managerial competence of a foreign individual. It has been revealed
that the COO effect has been relatively widely investigated in the extant literature
and research, yet most of the previous works define the COO effect in terms of
product-buyer perception. In this paper the authors analyze the COO impact on the
evaluation of managerial competences to fill in the obvious gap in the state-of-the-
art knowledge of COO and to shed a new light on it. Hence, the major contribution
of the conducted study is the investigation of the COO effect in a new context
of managerial competences evaluation. The study supports the nascent streams in
international business and cross-cultural management research on the COO effect
and the LOF that refer to immigrants and ex/inpatriaties. The practical implication
of the study is that companies should take into account how the COO of a manager
may affect the perception of his/her competence while searching for an appropriate
candidate. Human Resource specialists need to be aware that mental hierarchies
concerning the COO of a candidate impact on their choices and that the COO of
a selected manager can influence ease or difficulty witnessed in the process of his/
her adaptation to the firm.

Taking into account the empirical findings, the COO effect is apparent when
managerial skills are evaluated by the locals. The authors’ research confirms the
results of the prior studies with respect to preferences for individuals from culturally
less distant and novel countries and socio-economically dominant states. Similarly
to Coates and Carr [2005], managerial candidates from some neighboring countries
(in the East) were less preferred than those from the West, which can be explained
by a current political situation, historical relations as well as dominance of the West
in the global economy. Some stereotyped cultural characteristics of an expected
managerial style in a given country can also affect the preferences. Managers from
West and North Europe and North America were favored over candidates from the
Hast and the South.
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The inconclusive results were obtained with regard to the preference for domestic
managers. One of the possible explanations for that inconsistency can be referred
to the methodological issue of the study. The samples for both focus groups were
taken from the same population and they were similar in terms of demographical
variables, yet with one exception that could be significant, namely there was
a foreigner in group A and only Poles in group B. The presence of the foreigner
in the focus group interview might have triggered two separate mechanisms: the
cognitive or/and the social one. Due to the cognitive architecture of the human
mind [Anderson 1983, the friendly foreignet’s presence could have automatically
(involuntarily) activated in the subjects’ mind a new category associated with a social
exchange which led people to specific cooperative behavior and declarations. As far
as the social mechanism is concerned, the presence of the foreigner might have
switched on someone’s self-control mechanism and revealed social desirability bias,
i.e. a tendency to present oneself in a positive, socially desirable manner to others
[Collins et al. 2015]. Hence, the participants in study A could have been more aware
that exposing preferences for local managers violate the rule of being open-minded,
cooperative, objective, etc. and then they could have been taken as being intolerant.
Owing to the research method applied to the study, it is difficult to conclude which
of the mechanisms affected the results or whether both of them were evident.
The authors are aware that the focus group method per se may increase social
desirability bias, i.e. in the course of the focus group discussion the participants
could have tried to portrait themselves as people who were not biased towards
certain nationalities (i.e. the COO of a potential manager). Due to the qualitative
method applied to the research, excluding or controlling social desirability bias was
limited. Thus further study should respond to this issue, being, e.g. carried out as
a set of controlled experiments.

Taking into account the results in study B, it may also be of vital importance
to analyze in future research how strongly administrative barriers impede
employment of foreigners and when the potential positives of hiring someone of
another nationality surmount those barriers. For instance, do we only need foreign
managers in MNCs’ subsidiaries or companies that want to expand abroad? Can
foreign managers enhance the domestic business as well?

The conducted research was obviously explorative and pilot in nature, thus
additional studies are necessary. The participants of the focus groups were young
adults with a diverse degree of work experience, especially with foreigners. These
factors could have affected their remarks. Therefore, further research could be
conducted among more professionally and cross-culturally experienced people and
have a form of a comparative analysis within the groups mentioned above. Since
all but one of the subjects were Poles, a generalization to other cultures is limited.
Hence, future research may be extended to other nationalities and conducted as
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a comparative study. The research was to obtain opinions on the issue and it only
discovered the declared attitudes of the participants, which may run counter to
their implicit attitudes [Greenwald 1995]. Consequently, some additional research
methods could be applied in order to scrutinize implicit attitudes of respondents.
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