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ORIGINAL ARTICLE

The Effects of Institutions on Emerging Market Firms'
International Assignment Location Decisions

Iris Kole�sa a, An�ze Burger a,*, Michael Dickmann b

a University of Ljubljana, Faculty of Social Sciences, Ljubljana, Slovenia
b Cranfield University, Cranfield School of Management, Cranfield, UK

Abstract

We investigate international assignment (IA) location decisions of emerging market firms as determined by the
institutional contexts of their home and host countries. Using an institutional perspective, assignment patterns of the
entire firm population in Slovenia to either other emerging or developed host countries in Europe are analysed. The
findings show that both institutional quality and distance influence expatriation flows in firms from a low quality
institutional context. These firms expatriate more to markets with high quality institutions and choose host countries
with higher rather than smaller institutional distance for their IAs. We refine institutional theory with respect to host and
home country institutional determinants of expatriation decisions by taking into consideration the particular features of
emerging markets and their firms e separately and compared to developed markets and their firms.

Keywords: Geographic labour mobility, Labour management, International assignments, Location choice, Internation-
alization, Institutional theory, Emerging markets

JEL classification: F2

Introduction

W ith globalisation, firms have recorded an
upsurge of international business activities

(Baskaran et al., 2011). Operating across nation
states has put immense pressure on international-
ising businesses and their internationally mobile
employees that have to adjust to multiple and
diverse economic, political, legal, and social contexts
(Black, Mendenhall & Oddou, 1991; Brookes et al.,
2011; Zaheer, 1995). Characteristics of and differ-
ences in institutional environments have been
identified as some of the main barriers to business
internationalisation (Hilmersson & Jansson, 2012)
that also affect international staffing decisions by
firms (Conti, Parente & de Vasconcelos, 2016; Gaur,
Delios & Singh, 2007). Institutions as determinants
of internationalisation strategies and the related
staffing approaches are particularly relevant in
emerging markets and for emerging market firms

(Buckley & Tian, 2017; Chan, Isobe & Makino, 2008;
Moreira & Ogasavara, 2018). This is because these
firms' unfavourable domestic institutional environ-
ments co-shape their capacities to engage in (inter-
national) business and staffing and propel them to
search for alternative ways to develop their
competitive advantages compared to the often
internationally more experienced firms from more
stable and resource-rich developed market envi-
ronments (see e.g. Buckley, Devinney & Louviere,
2007). Their host institutional environments also
necessitate certain strategic adjustments e espe-
cially when these environments are institutionally
dissimilar to those at home (see e.g. Benito &
Gripsrud, 1992).
The concept of ‘emerging market economies’ refers

to low-income, rapid-growth countries using eco-
nomic liberalisation and adoption of a free-market
system as the primary engine of growth (Hoskisson
et al., 2000). While substantial work has examined the
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internationalisation and international staffing of
developed market firms (see e.g. Ando & Paik, 2013;
Chan et al., 2008; Gaur et al., 2007), little research has
investigated the global expansion of emerging mar-
ket firms and their related international staffing
practices (for an exception see e.g. Zhu et al., 2018).
Beyond a few authors (e.g. Ando & Paik, 2013; Gaur
et al., 2007; Moreira & Ogasavara, 2018), there has
also been limited research into home and host
countries' institutional environments and their
separate or combined impact on international as-
signments (IAs). This is surprising, given the specific
characteristics of emerging markets determining
their firms' features and the stark differences be-
tween emerging and developed markets that are
likely to affect firms' international business and IA
decisions (Buckley & Tian, 2017; Peng, Wang & Jiang,
2008; Scullion, Collings & Gunnigle, 2007). Our
research sets out to address this gap and investigates
emerging market firms' international staffing de-
cisions as determined by home and host country
institutional contexts.
Emerging market economies are marked with

weak, scarce, inadequate, unpredictable, volatile,
uncodified, and poorly enforced institutions (Ahl-
strom & Bruton, 2006; Chan et al., 2008) that can be
detrimental to business performance (McMillan,
2008; Meyer et al., 2009). The market and institu-
tional imperfections in emerging economies propel
emerging market firms to (1) develop particular
ownership advantages, such as flexibility, economic
use of resources, home country embeddedness, and
business, ethnic, and institutional relationship
management and networking skills for access to
resources controlled by others (Buckley et al., 2007;
Jain, Lahiri & Hausknecht, 2013; Madhok & Key-
hani, 2012); (2) take advantage of emerging market
specific location advantages, such as cheap labour
and natural resources (Buckley & Tian, 2017); and (3)
capitalise on the home experiences-based resources
(including the capability to recruit, shape, and
motivate cost-effective employees and the knowl-
edge of and the ability to operate in institutionally
unstable and weak business environments) (Jain
et al., 2013; Zeng & Williamson, 2007).
The labour market deficiencies in emerging mar-

kets in particular also impact the emerging market
firms' international staffing and international
assignment management. More specifically, they
make it more challenging. Several factors support
this claim. First, emerging market firms are marked
with short internationalisation histories and

predominantly domestic governance and career
development (Jakli�c, 2007; Meyer & Xin, 2018; Tung,
2007), which restricts the individuals' awareness of
international career opportunities and reduces their
willingness to expatriate as well as limits the firms'
power relative to the internationally mobile recruits.
Second, a negative country of origin image renders
emerging market firms less competitive in their
battle for best talent against developed market firms
(see e.g. Alkire, 2014; Pettigrew & Srinivasan, 2012).
Emerging market firms thus often use alternative
international staffing practices, such as recruitment
of host-country nationals with prior work experi-
ence in the firm's country of origin or members of
the diaspora living in the host country (Meyer &
Xin, 2018). Third, because of the limited resources
for investments in employee development and
mobility, as well as underdeveloped human re-
sources management business function and prac-
tices in emerging market firms (see e.g. Svetlik et al.,
2010),1 international assignments in these are likely
to be limited in number (see e.g. Luo & Tung, 2007)
and international assignees are likely to be required
to master multiple and interdisciplinary dimensions
of doing business (Svetli�ci�c, 2006).
International staffing and IAs in particular have

nonetheless been recognised as a primary tool for
addressing institutional differences between home
and host markets (Collings, Scullion &Morley, 2007;
Gaur et al., 2007) also for emerging market firms.
With IAs, firms can control and coordinate their
internationally dispersed operations, and thereby
better balance the classic ‘global integration versus
local responsiveness’ dilemma in international
business (Caligiuri & Colakoglu, 2007). IAs enable
firms to fill positions when (adequately skilled or
sufficient) local labour is not available; facilitate
knowledge development, sharing, and transfer
(Edstr€om & Galbraith, 1977; Minbaeva & Michai-
lova, 2004); and assist coordination of an enterprise's
network by linking its internationally dispersed
units through different forms of control (e.g. direct
surveillance, socialisation of host employees, and
development of internal informal communication
networks e depending on the type of investment,
development stage, and level of localisation of a host
unit (Harzing, 2001)).
However, several authors suggest that firms from

emerging markets may follow a different approach
to implementing and managing expatriation
compared to firms from developed economies
(Caligiuri & Bonache, 2016; Horwitz & Budhwar,

1 These firms are also affected by an overall lack of skilled employees in their domestic environments (Khanna & Palepu, 2000; Tung, 2007).
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2015). Yet, Briscoe (2014) laments the paucity of
research of expatriation from emerging markets.
While there are some studies in the international
business literature that investigate IAs from
emerging market countries (mostly China) to other
emerging markets, those studies focus predomi-
nantly on talent and trust issues (Jackson & Horwitz,
2017; Li & Wang, 2010). They largely overlook
institutional context-related factors; even though
economic, political, and legal institutions have a
strong impact on corporate success (Akkermans,
Castaldi & Los, 2009; Hall & Soskice, 2001). A better
understanding of the conditions for expatriation
from emerging markets to both other emerging and
developed markets is needed, as this could help us
explore the role of institutions in international
staffing and business internationalisation from such
contexts instead of solely from developed markets
and by developed market firms (Conti et al., 2016;
Dabic, Gonzalez-Loureiro & Harvey, 2015). In our
paper, we thus look at the impact of institutions in
emerging markets on international assignment de-
terminants during business internationalisation.
This allows us to test institutional theory for inter-
national staffing decisions in emerging market and
emerging market firm contexts as well as develop
practical implications for general and human re-
sources managers in emerging market firms for
their more effective and efficient international
business and international staffing decision-making.
These are summarised in the discussion and con-
clusions section.
As called for by Jakli�c, Ra�skovi�c and Schuh (2018),

our research concentrates on the region of Central
and Eastern Europe (CEE), which includes Albania,
Bulgaria, Croatia, the Czech Republic, Hungary,
Poland, Romania, the Slovak Republic, Slovenia,
Estonia, Latvia, and Lithuania (OECD, 2001). We
focus on Slovenia within this under-researched
emerging markets region (Trąpczy�nski & Gorynia,
2017) and explore its firms' IAs to emerging and
developed market economies in order to add to our
understanding of the impact of institutions on
global assignment patterns.2 We study employee
movements across European Union (EU) countries,
the European Economic Area (EEA) e i.e. Lichten-
stein, Iceland, and Norway; and Switzerland due to
the common legal principle of employee mobility
across these states' borders. Thus, it is not the legal

inhibitors but rather the market as well as institu-
tional forces that influence firms' expatriation de-
cisions (Favell & Hansen, 2002). We address the
following research question: What is the impact of
institutions on emerging market (Slovenian-based) firms'
decisions to implement international assignments in
emerging (CEE) compared to developed (European non-
CEE) markets?
We base our theoretical framework on institu-

tional theory (c.f. DiMaggio & Powell, 1983; Scott,
1995) as a framework particularly well-suited to
studying firms' IA location choices due to its
contextual focus. We contribute to the institutional
and international business literature through
researching firms' IA location decisions in three
ways. First, we expand our knowledge of inter-
nationalisation and expatriation patterns of
emerging market firms. Against the prediction of
the institutional literature that firms are more likely
to send expatriates to countries with weak in-
stitutions in order to manage risk and uncertainty,
we find that emerging market companies assign
their staff predominantly to states that are charac-
terised by strong and stable institutional contexts.
This nuances our understanding and application of
institutional theory. Second, we advance expatria-
tion and international business theory by empha-
sising the importance of diverse institutional
contexts. We outline some of the challenges of weak
institutions and identify the role of commercial
diplomat. I.e. we argue that international assignees
engage in activities usually pertaining to commer-
cial diplomacy, such as trade policy-making and
business support activities (see e.g. Naray, 2008;
Saner & Yiu, 2003); and facilitate business through
co-designing the business environment that firms
operate in. Third, we provide an empirical advance
by identifying different patterns in relation to firms
assigning employees to emerging and developed
markets. Overall, we call for a more holistic research
approach that explores individual (micro), organ-
isational (mezzo), and broad institutional (macro)
elements in investigating global assignment flows
and patterns.

1 Institutions as determinants of firms'
international assignment location decisions

A highly popular framework to categorise organ-
isational assignment motives is that of Edstr€om and

2 We acknowledge that the CEE region is highly diversified: in terms of the relative size, importance, and performance, developmental trajectories and
levels of economic and socio-cultural development, as well as human resources management (HRM) conceptualisation, institutionalisation, and practice in
individual countries (see e.g. Brewster, Buciuniene &Morley, 2010; McCann & Schwartz, 2006; Morley, Minbaeva &Michailova, 2012). Since there are some
institutional differences also within the EU, we suggest that CEE countries are nonetheless institutionally more comparable to one another than to non-CEE
EU member states.
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Galbraith (1977). A first category distinguishes
control and coordination reasons, where assignees
diminish uncertainty and agency problems. A sec-
ond category points to filling skill gaps, where firms
cannot find adequate resources in the local market
and use assignees from other markets instead. A
third category identifies global business capability
development so that the internationally assigned
individuals and their colleagues may become the
global leaders of the future. Other authors have
added knowledge transfer motives as a further
dimension (Hocking, Brown &Harzing, 2004). These
assignment motivations are based on corporate
goals but they largely neglect the broader institu-
tional context that influences firms' assignment
location decisions. We use institutional theory to
explain why firms from emerging market economies
might utilise IAs and whether they are more likely
to send expatriates to other emerging or developed
markets.

1.1 Institutional quality and international
assignments

Institutions are more or less codified (Ahlstrom &
Bruton, 2006) ‘rules of the game’ (North, 1990) that
determine social relationships, actors' roles in them,
and standards and expectations for legitimate action
by actors in a certain context (Ahlstrom & Bruton,
2006; Ando & Paik, 2013). One of the key roles of
institutions is to reduce uncertainty through
restricting firms' strategic options in a specific
context (Friel, 2011; Meyer et al., 2009). When in-
stitutions are inadequate or poorly enforced, firms
tend to rely on other uncertainty reduction tools,
such as international assignments, instead (Berry,
2017; Moreira & Ogasavara, 2018). ‘Poor institutions’
is a concept related to the quality and stability of
regulatory provision. Poor institutions can be seen
to exist when the enforcement of norms, regula-
tions, and regulatory provisions is weak (Buonanno
et al., 2015). This lower institutional quality creates
costs and problems that may be especially pertinent
where institutions are more recent and less devel-
oped e i.e. in many emerging market economies
(Dunning & Lundan, 2008; Lombardo, 2000).
Institutions can be deconstructed into economic,

political, legal, and social institutions. Economic
institutions refer to market intermediaries that
determine the incentives for and constraints on
economic actions (Chan et al., 2008; North, 1990).
Political institutions are comprised of governments
and the constraints they impose on actors through
different policies (Chan et al., 2008). Legal in-
stitutions refer to distinct legal systems that govern

specific forms of social behaviour within the overall
legal system (Ruiter, 2001). Social institutions
include a set of positions, roles, norms, and values
that generate relatively stable and regular patterns
of human behaviour in recurrent situations aimed at
sustaining viable societal structures (Schotter, 1981
in Langlois, 1986; Turner, 1997).
The expatriation and international management

literature has often concentrated on cultural differ-
ences and thereby social institutional context factors
(Caligiuri, 2012; Haslberger, Brewster & Hippler,
2013). However, recent studies have shown that
these institutions may not explain the firm's inter-
national business-related decisions (including those
on international staffing) well. Harzing and Pudelko
(2016) are particularly critical of the concept of cul-
tural distance as the central measure of social in-
stitutions in international business. They
empirically show that the differences in home and
host country contexts rather than (cultural) distance
between them have greater power in explaining the
firm's choice of market entry mode. They describe
cultural distance as “nothing more than a proxy for
factors that really matter” (Harzing & Pudelko, 2016,
p. 10, original emphasis). Brookes et al. (2011) come
to a similar conclusion in their empirical study on
the determinants of organisational HRM practices,
whereas Kazlauskait _e et al. (2013) present a similar
case for non-culture related determinants of HRM
practices in CEE countries. We thus focus on eco-
nomic, political, and legal institutions that impact
assignment choices and neglect the socio-cultural
institutions that act as their proxy.
Combined or individually, these three groups of

institutions determine the level of and variation in
foreign affiliate performance as well as international
staffing practices (Chan et al., 2008; Gaur et al.,
2007). When addressing economic institutions, au-
thors argue that poor availability of and access to
credible local informants about a foreign business
environment in less developed markets can be
compensated for by firms' participation in informal
networks (e.g. business groups) and through rela-
tionship building (Khanna & Palepu, 1997; Peng,
2000, 2003; Peng & Heath, 1996). As trustworthy
boundary spanners (i.e. connectors and mediators)
between enterprise units (Ando & Paik, 2013;
Reiche, Harzing & Kraimer, 2009) as well as between
various organisations in multiple countries, inter-
national assignees can play a key role in relationship
building. They are socialised into and trusted by the
firm (Belderbos & Heijltjes, 2005; Tan & Mahoney,
2006). In addition, international assignees possess
parent firm knowledge (Harzing, Pudelko & Reiche,
2016; Reiche et al., 2009) and can transfer this to local
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operations (Chang, Gong & Peng, 2012; Gaur et al.,
2007) and back. Overall, expatriates are useful in
minimising agency problems and other un-
certainties amplified through distance and poor in-
stitutions (Berry, 2017). Extant research shows that
firms are thus more likely to assign employees to
volatile economies, which are short of skilled local
labour (Khanna & Palepu, 2000; Tung, 2007). How-
ever, most studies on international assignments in
emerging market contexts focus on developed
market firms assigning their employees to emerging
markets (e.g. Beddi & Mayrhofer, 2010) rather than
on emerging market firms assigning their em-
ployees abroad (for an exception see Zhu et al.,
2018). We test the following hypothesis specifically
for emerging market firms:

� H1a: A lower quality of economic institutions in
the host country is positively related to the use of
international assignments by emerging market
firms.

In terms of political institutions, (perceived) po-
litical risk increases the level of information pro-
cessing that occurs between the affiliate and
corporate headquarters (Boyacigiller, 1990). It aug-
ments the need for stronger control and coordina-
tion mechanisms (Staw, Sandelands & Dutton, 1981)
and leads to higher instances of staffing units with
international assignments (Ferner, Quintanilla &
S�anchez Runde, 2006; Kanter, 1977). In contrast, if
political institutions are well developed, there is a
local pool of skilled (public) professionals with
whom the organisation can work. The firm is also
less likely to assign employees abroad with the aim
of interacting with the government (Gaur et al.,
2007). We thus propose that:

� H1b: A lower quality of political institutions in
the host country is positively related to the use of
international assignments by emerging market
firms.

In relation to the legal institutional environment of
the assignee host country, transparency of laws and
their adequate enforcement are the key determinants
of doing business in a particular market. Poor legal
institutions imply poor protection of intellectual
property rights and costly corruption (Chan et al.,
2008). Berry (2017) argues that international assignees
can limit the unintended knowledge spillovers
occurring during firm internationalisation due to
poor institutional protections for intellectual prop-
erty. We add to this, and argue that international
assignees can also act as commercial diplomats

(lobbying for institutional change in a foreign market
on the firm's behalf) in environments with poor legal
institutions. Boddewyn (1988) and Boddewyn and
Brewer (1994) suggest that corruption may even
create opportunities for foreign firms to engage in
political behaviour e a role that may be performed
by assignees. We propose that:

� H1c: A lower quality of legal institutions in the
host country is positively related to the use of
international assignments by emerging market
firms.

In summary, we propose that poor institutions
promote the assignment of parent-country na-
tionals in subsidiaries for their inter-organisational
networking role, for commercial diplomacy, and for
(knowledge) control purposes. Given that the aca-
demic literature has concentrated on cultural dif-
ferences between countries and their impact on
expatriation (Dickmann, Suutari & Wurtz, 2018), it
is crucial that our research assesses the hitherto
neglected economic, political, and legal institu-
tional pressures on firms' international staffing
decisions.

1.2 Institutional distance and international
assignments

International firms do not exist in one national
institutional environment, but rather operate in at
least two contexts (Xu, Pan & Beamish, 2004) e and
encounter pressures for compliance with both
(Rugman & D'Cruz, 1993), thereby bridging insti-
tutional distance. Phillips, Tracey, and Karra (2009,
p. 343) define institutional distance as “a measure of
the differences in the cognitive, regulative and
normative institutions that characterize the relevant
organizational fields in the home and host envi-
ronments and the degree of institutional uncertainty
in the host country.” Normally, firms are most
cognisant of their domestic institutional environ-
ments. Since no two markets are identical, inter-
nationalisation aimed at the exploitation of the firm-
specific resources and location-specific advantages
of a particular host country (Dunning & Lundan,
2008) always presents a certain level of (institu-
tional) uncertainty. Differences in home and host
institutional environments thus necessitate (addi-
tional) learning about the new environments (Benito
& Gripsrud, 1992) in order to reduce uncertainty
(Perkins, 2014).
Here, we do not refer only to the institutional

distance between home and host markets, but also
to the institutional distance between the country of
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the new foreign entry and the closest country in
which the firm is already active. Hutzschenreuter,
Kleindienst and Lange (2014) describe this feature of
internationalisation and internationalisation
learning as the added distance. Biased by the ‘les-
sons’ already learnt, firms are expected to agglom-
erate their international activities in additional
foreign markets that are similar to their home
environment over time (Barkema & Vermeulen,
1997). Only once firms gain more experience can
they re-combine the acquired knowledge in order to
use it in new (also more distant) environments. As
the firms' (institutional) knowledge base expands, so
does the range of their future internationalisation
choices (Cyert & March, 1963; Perkins, 2014). We
argue that international assignment patterns will
reflect the cumulative and gradual nature of
learning as well.
When the differences between firms' home and

host environments are large, as is the case for busi-
nesses operating in both emerging and developed
economies, the opposing institutional pressures can
result in potentially conflicting business practices
(Brouthers, Brouthers & Werner, 2008) and increased
transaction costs due to the strategic adjustments and
learning investments needed (Carlson, 1974; Eriks-
son et al., 1997). It is likely that emerging market
firms will focus their international assignment efforts
on a group of institutionally similar markets (either
individually or as a region) to diminish the learning
costs (Boeh & Beamish, 2012).
Zaheer, Schomaker and Nachum (2012) argue that

addressing the question of how two entities (e.g.
markets) differ, and not merely focusing on how
much they differ, could prove more insightful for
researching the impact of institutions on interna-
tional business. They suggest that, when analysing
the impact of institutional differences on inter-
nationalisation and international staffing, the di-
rection (rather than solely the magnitude) of
distance should also be considered (Zaheer et al.,
2012). This means that institutional distance may
have a different impact depending on whether an
emerging or developed market firm is entering an
emerging or a developed market (Beugelsdijk,
Ambos & Nell, 2018).
For emerging market firms, other emerging mar-

kets classify as institutionally proximate markets,
where emerging market firms have the advantage of
possessing operational knowledge in dealing with
institutional weaknesses, such as poorly functioning
capital, labour, and information markets (Banerjee,
Prabhu & Chandy, 2015; Khanna & Palepu, 2000).
These markets nevertheless present a certain level
of uncertainty for emerging market firms due to the

frequent changes in their institutional environments
(Ahlstrom & Bruton, 2006; Trąpczy�nski & Gorynia,
2017). Developed markets, on the other hand, are
classified as institutionally distant markets (see also
Phillips et al., 2009) with the already well-developed
institutions that emerging market firms have little or
no direct experience with (Banerjee et al., 2015). We
thus argue that from the perspective of emerging
market firms, developed markets rather than other
emerging markets present greater risks, un-
certainties, and market entry costs. Emerging mar-
ket firms' unfamiliarity with the more developed
contexts can increase the uncertainties of these firms
operating in such environments. We thus posit that:

� H2: Emerging market firms are more likely to
implement international assignments to emerging
markets compared to developed markets.

Contrary to this hypothesis, Ando and Paik (2013)
find a positive relationship between institutional
distance and the absolute number of parent-country
nationals assigned to the subsidiary, but discover a
negative relationship between institutional distance
and the ratio of parent-country nationals to sub-
sidiary employees. The authors attribute these
‘mixed’ findings to firms (1) overcoming a lack of
legitimacy by employing more locals and at the
same time (2) maintaining control over foreign op-
erations by increasing the absolute number of
parent-country nationals in institutionally distant
markets. However, since these findings are based on
data on developed market firms, they may not apply
to emerging market firms internationalising into
distant developed markets, as legitimacy and con-
trol issues in the institutionally more developed
markets are different from the ones in emerging
market economies (McMillan & Woodruff, 2002).
In addition, even if emerging market firms faced

the same staffing challenges as developed market
firms in the institutionally distant economies, they
would have limited capacities to address them. This
is because emerging market firms are faced with
shortages of international managers (Meyer & Xin,
2018) and a general difficulty in hiring skilled em-
ployees (Khanna & Palepu, 2000; Tung, 2007).

2 Methods

In our study, we focus on a single emerging
market home country (Slovenia). We analyse its
entire firm population's international staffing de-
cisions to destination countries in other emerging
and developed markets in EU member states as well
as Lichtenstein, Switzerland, Iceland, and Norway.
Such an approach allows for analysis of the

6 ECONOMIC AND BUSINESS REVIEW 2022;24:1e18



institutional determinants of firms' international
assignment location decisions not only in terms of
institutional quality and distance, but also in terms
of institutional direction. It is also consistent with
Zaheer et al.’s (2012) recommendation on fixing one
entity as the focal entity and defining all other en-
tities of interest with respect to the focal entity in the
analysis in order to incorporate direction in
research. CEE countries are regarded as emerging
market economies and non-CEE European coun-
tries as the institutionally more developed
economies.
The selection of Slovenia as the focal (home)

market is purposeful and based on the theory-
building potential of the case. Businesses from
small, open economies demonstrate a higher pro-
pensity to internationalise (Bellak & Cantwell, 1998;
Svetli�ci�c, Rojec & Trtnik, 2000). We find Slovenia, a
small country, to be particularly suitable for ana-
lysing foreign assignment patterns, because it has a
very open economy in terms of trade (exports
represent 78% and imports 69% of GDP) and has
relatively large inward and outward FDI stock (31%
and 14% of GDP, respectively) (2016 data from Bank
of Slovenia [Banka Slovenije], 2017). In addition, as a
small emerging market economy, Slovenia is rela-
tively under-researched.3 A further reason to choose
Slovenia was data access that provided the oppor-
tunity to explore the entire firm population in a
country with respect to actual IA patterns.

2.1 Data and methodology

The empirical study uses national data from
several separate datasets. Data on IAs record expa-
triates' change in the country of residence and are
gathered by the Health Insurance Institute of
Slovenia. Data for 2015 include a list of all firms with
IAs and the total number of assignments per firm.
Data for 2016 additionally include the number of
different employees sent abroad and the number of
assignments to each host country. Information on
IAs is reported solely for EU member states as well
as Lichtenstein, Switzerland, Iceland, and Norway.
In 2015, IAs to these countries were recorded by
4882 firms operating in Slovenia (excluding sole
proprietors). The dynamics of the expatriate land-
scape can be inferred from the growth to 5529

assigning businesses in 2016. Despite data being
limited to a region of host countries, the European
context provides a basis for a more homogeneous
environment in terms of regulatory regime related
to factor mobility and international business. Firm-
level data on the entire population of enterprises in
Slovenia are collected yearly by the AJPES Agency
(i.e. Agency of the Republic of Slovenia for Public
Legal Records and Related Services). We use
detailed balance sheets and income statements of
companies for the period of 2015e2016. These data
are expressed in euros and deflated using the
appropriate producer and consumer price indices
with the baseline price level of 2016. For 2015 and
2016, the dataset includes 65,220 and 65,603 firms,
respectively. We link these two data sources with
detailed data on trade in goods from the Slovenian
Customs Administration, and data on trade in ser-
vices and firm-level foreign direct investment data
from the Bank of Slovenia.
Our approach to studying the patterns of IAs is

primarily focused on the extensive margin of as-
signments by looking into decisions of firms to send
employees into a particular country. Country-spe-
cific information on IAs is only available for 2016. To
study the determinants of IA decision, we apply a
binary response model where our dependent vari-
able is dichotomous with yic ¼ 1 if firm i sent at least
one employee to country c in year 2016 and yic ¼ 0
otherwise. We therefore expand our dataset to allow
each firm to assign an employee to each of the
available 31 host countries. The conditional proba-
bility is given by:

Pðyic¼1jxi;xc;xicÞ¼Fðb0þxibIþxcbCþxicbICþuicÞ ð1Þ

where F( ) is a specified function (logistic distribu-
tion cdf in logit, standard normal cdf in probit, or cdf
of the extreme value distribution in a complemen-
tary log-log model), xi is the vector of firm-specific
explanatory variables, xc is comprised of host-
country-specific determinants, and xic is a set of
variables that vary across firms as well as across
markets. We report the results from logit estimates
with standard errors clustered by firms. In addition,
we use a probit and a complementary log-log model
as a robustness check, since some studies show that
the latter perform better than logit or probit for rare

3 We classify Slovenia as an emerging market economy based on (1) the poor quality of institutions in the country, (2) its political instability, (3) its
regional affiliation to Central and Eastern Europe (CEE) and the related emerging market country image, and (4) it belonging to coordinated market
economies that are characterised by institutionalised rather than market-based coordination (see also Jakli�c, Kole�sa & Rojec, 2015, 2016, 2017, 2018;
Feldmann, 2006; Meyer & Peng, 2016). In other words, rather than grounding our classification of countries in economic indicators of the level of devel-
opment in a country, we look at institutional factors, which is consistent with the focus of the study on the institutional context as the central part of the
analysis at the macro level.
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events data such as ours (see Calabrese & Osmetti,
2013).4

We include a broad set of control variables beyond
those that test Hypotheses 1e2, because excluding
them would produce omitted-variable bias. For
example, omitting the information on firms'
geographical patterns of exports, imports, and FDI
would falsely attribute their effects on IAs to host
country institutional quality or IA agglomeration
forces. The vector of firm-level regressors xi includes:
total factor productivity (TFP) as a measure of firm
productivity, estimated according to the Ackerberg,
Caves and Frazer (2015) method, a logarithm of
employment (emp) and a logarithm of revenue to ac-
count for firm size, a dummy for exporters
(I(exporter)), the share of exports in total revenue
(export share), a foreign ownership indicator (inFDI ),
and a dummy for outward foreign direct investment
(outFDI ) to account for firms' integration in global
value chains, a logarithm of average wage per
employee (avgwage) as a proxy for human capital, the
capital-labour ratio (K/L) to control for relative factor
intensity in production, the debt-to-assets ratio (debt/
asset) to account for financial indebtedness, return on
assets (ROA) as ameasure of profitability, the share of
intangibles in total assets (intangibles/assets) as aproxy
for firm tacit knowledge, firm age, a dummy for firms
established before 1994, when the available dataset
begins, region dummies, and 2-digit NACE industry
dummies. Apart from firm-level regressors that are
constant within each firm spell, we include host-
country-specific variables (xc) that vary within the
firm spell but are identical within each host-country
unit. These include the log of host country population
to account for market size and the log of its GDP per
capita to control for level of development and pro-
duction cost. Finally, the firm-country-specific set of
variables (xic) includes information on firm i's exports
of goods to host country c, its imports of goods, ex-
ports of services, imports of services, outward FDI to
country c, and foreign ownership over firm i from
country c. Initially, these variables enter the model in
binary form, followed by specification using loga-
rithmic values of these variables.
We test Hypothesis 1(aec) (that lower quality of

economic, political, and legal institutions in the host
country increases the probability of IAs) by
including the level of host country's institutions as
measured by five Worldwide Governance Indicators
(WGI): (i) Regulatory Quality as a proxy for eco-
nomic institutions; (ii) Political Stability and
Absence of Violence, (iii) Government Effectiveness,

and (iv) Control of Corruption as proxies for politi-
cal institutions; and (v) Rule of Law as a proxy for
legal institutions. The hypothesis is corroborated if
the coefficients on the institutional indicators are
statistically significant and negative.
To test Hypothesis 2 that firms are more likely to

implement IAs to emerging markets compared to
developed markets, we add a CEE dummy and a set
of interaction terms between IA determinants and
the CEE dummy (CEE*xi; CEE*xc; CEE*xic) to the
above specification (1). Hypothesis 2 will be
corroborated if the coefficient on the CEE dummy is
statistically significant and positive. Coefficients on
interaction terms will identify the differences in the
pattern of IAs between CEE and non-CEE host
countries.

2.2 Results

We begin by presenting simple summary statistics
for firms with IAs in years 2015 and 2016 in com-
parison to the population of firms and in contrast to
exporters, foreign-owned firms, and firms with
foreign subsidiaries abroad (Table 1). The median
firm using IAs is on average 3.5 times larger in terms
of employment, 4.8 times larger in revenue, pays an
85% higher average wage per employee, and gen-
erates 63% higher value added per employee than
the population median firm. These are useful
comparative data that do not exist in the typical IA
research that predominantly looks at management
patterns (Dowling, Festing & Engle, 2013). Assigning
firms are also much more likely to export, have
considerably higher export intensity, exhibit higher
profitability, and experience a better total factor
productivity. They perform better compared to
foreign-owned firms and exporters (except in terms
of labour productivity). Firms assigning employees
to CEE countries have better performance indicators
than firms posting their employees to non-CEE
countries. This is consistent with previous research
arguing that only the most productive firms can
overcome the high transaction costs related to doing
business in less stable and (perceivably) riskier en-
vironments (Rasciute & Downward, 2017).
Half of IAs are used by companies from the con-

struction sector (51.2%), followed by the
manufacturing industry (35.5%) (Fig. 1). Because of
specificities of IAs in construction (these IAs are far
less concerned with control or knowledge acquisi-
tion and transfer), we omit this sector from the
remaining part of the analysis.

4 The results are similar and thus omitted. They are available upon request.
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Most of the IAs outside of construction are
directed to Slovenia's largest trade partners or
neighbours. The CEE region hosts only 6.1% IAs
from Slovenia in 2016 (Fig. 2). Also, a vast majority
of assigning firms (74.5% in 2015 and 75.5% in 2016)
implement more than one IA per year (by excluding
sole proprietors this percentage increases further
and exceeds 80%).
We now present the results of the analysis of

firms' decisions about the location of IAs (Table 2).

The results in columns (1) and (2) show specifica-
tions with a full set of firm-level, host-country-level
and firm-country-specific variables. In column (1),
we use a binary type of firm-country-specific vari-
ables, indicating only whether a firm exports, im-
ports or has direct investments in a given host
country. In column (2), we test whether not only the
presence but also the extent of international busi-
ness linkages with a host country influences the
decision to assign an employee to that country. To
this end, we use the logarithm of the value of ex-
ports, imports, and FDI stocks instead of the
dichotomous indicators. Sending at least one
employee to a particular host country is positively
associated with firm size in terms of employment,
export status and export share, average wage per

Table 1. Comparison of firms with international assignments and other internationally engaged enterprises in Slovenia, 2015e2016.

ln(emp)# ln(rev)# Exporter Ex share ln(wage)# VA/emp# ROA TFP Age

Int Assign 1.95 12.69 77.8% 48.1% 9.54 17,339 5.1% 4.03 7.8
N ¼ 5049 (1.30) (2.30) (0.416) (0.423) (1.01) (19,589) (18.1%) (6.31) (7.2)
Assign to CEE 2.77 13.94 76.5% 35.8% 9.84 24,822 6.3% 3.34 11.6
N ¼ 526 (1.45) (1.90) (0.424) (0.391) (0.63) (19,577) (12.0%) (6.08) (7.8)
Exporters 1.15 12.64 100.0% 40.1% 9.48 20,043 4.7% 0.35 10.6
N ¼ 39,961 (1.24) (1.98) (/) (0.388) (3.19) (133,948) (17.4%) (3.72) (7.83)
iFDI 0.94 12.78 63.6% 36.4% 9.46 22,374 1.9% �0.65 9.7
N ¼ 15,759 (1.69) (5.27) (0.481) (0.424) (4.59) (866,488) (0.21%) (3.80) (7.5)
oFDI 3.17 15.34 80.4% 35.3% 10.10 39,033 4.0% �0.60 17.3
N ¼ 1039 (2.00) (3.49) (0.397) (0.362) (2.76) (147,236) (11.7%) (3.57) (6.0)

Total 0.69 11.13 33.0% 13.3% 8.92 10,629 1.4% �0.009 9.6
N ¼ 121,150 (1.06) (4.42) (0.470) (0.292) (4.36) (201,552) (18.8%) (4.31) (7.8)

Note: # report median values, otherwise average values of the variables are stated. Standard deviations are in parentheses. ln(emp) is log
of employment, ln(rev) is log of revenue, Exporter is exporter dummy, Ex share is share of exports in total revenue, ln(wage) is log of
average wage per employee, VA/emp is value added per employee, ROA is return on assets, TFP is total factor productivity estimated by
Ackerberg et al. (2015) procedure, Int Assign are firms with international assignments, iFDI are foreign-owned firms, oFDI are firms with
outward foreign direct investment and Total is the entire population of firms in 2015 and 2016.
Source: own calculations.
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C-25 C-28 C-33 C-rest F-41 F-42 F-43 G M N Other

Fig. 1. Distribution of firms with international assignments by in-
dustry, 2015e2016. Source: own calculations. Note: The artwork de-
picts the number of assignments in an industry as a share in the total
number of assignments in 2015 and 2016. C-25 ¼ Manufacture of
fabricated metal products; C-28 ¼ Manufacture of machinery and
equipment; C-33 ¼ Repair and installation of machinery and equip-
ment; C-rest ¼ Rest of manufacturing; F-41 ¼ Construction of
buildings; F-42 ¼ Civil engineering; F-43 ¼ Specialised construction
activities; G ¼ Wholesale and retail trade; M ¼ Professional, scientific
and technical activities; N ¼ Administrative and support service
activities.

48.2%
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4.3%
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DE AT BE IT HR NL CH FR other non-CEE other CEE

Fig. 2. Geographical distribution of firms with international assign-
ments by host country, 2016. Source: own calculations. Note: In
artwork, grey depicts countries belonging to the CEE group (construction
sector is omitted).
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Table 2. Decision to post employees to an individual host country.

(1) (2) (3) (4a) (4b) (5a) (5b)

Logit Logit Logit bnonCEE bCEE bnonCEE bCEE

Firm-level variables:
TFP 0.00159 �0.00441 �0.00114 0.000302 �0.00489 �0.00694 �0.0125

(0.0312) (0.0312) (0.0315) (0.0318) (0.0366) (0.0319) (0.0365)
ln(emp) 0.516*** 0.523*** 0.525*** 0.548*** 0.421*** 0.554*** 0.450***

(0.0526) (0.0518) (0.0527) (0.0508) (0.104) (0.0505) (0.102)
ln(revenue) �0.112*** �0.110*** �0.109*** �0.124*** 0.0214b �0.119*** 0.00312b

(0.0258) (0.0256) (0.0259) (0.0256) (0.0668) (0.0256) (0.0633)
I(exporter) 0.683*** 0.712*** 0.686*** 0.690*** 0.570*** 0.711*** 0.607***

(0.124) (0.123) (0.124) (0.127) (0.220) (0.126) (0.220)
export share 1.005*** 0.988*** 1.019*** 1.153*** 0.406**a 1.142*** 0.408**a

(0.122) (0.122) (0.122) (0.121) (0.206) (0.121) (0.205)
inFDI �0.447** �0.419** �0.441** �0.518*** �0.238 �0.468*** �0.282

(0.176) (0.175) (0.177) (0.171) (0.275) (0.168) (0.284)
outFDI �0.573** �0.589** �0.553** �0.573** �0.439 �0.562** �0.515

(0.254) (0.254) (0.253) (0.248) (0.425) (0.245) (0.430)
ln(avgwage) 0.191** 0.190** 0.190** 0.130 0.617***a 0.128 0.613***a

(0.0840) (0.0840) (0.0844) (0.0853) (0.182) (0.0853) (0.182)
K/L �0.220*** �0.218*** �0.219*** �0.219*** �0.189*** �0.217*** �0.186***

(0.0299) (0.0297) (0.0300) (0.0303) (0.0676) (0.0302) (0.0678)
debt/asset 0.182** 0.177** 0.183** 0.164** 0.359** 0.160** 0.349**

(0.0782) (0.0786) (0.0786) (0.0766) (0.166) (0.0772) (0.169)
ROA 0.635*** 0.626*** 0.637*** 0.611*** 0.854** 0.597*** 0.894**

(0.216) (0.216) (0.217) (0.220) (0.411) (0.220) (0.411)
(intang/assets)2 2.224 2.479 2.057 2.056 1.005 2.251 1.940

(4.078) (4.036) (4.130) (3.853) (7.968) (3.815) (7.730)
intangibles/assets �4.076 �4.229* �3.982 �3.939 �3.610 �4.058* �4.108

(2.539) (2.557) (2.549) (2.402) (4.328) (2.413) (4.473)
Age �0.0367*** �0.0364*** �0.0362*** �0.0418*** �0.00563a �0.0412*** �0.00699a

(0.00773) (0.00776) (0.00775) (0.00771) (0.0136) (0.00771) (0.0137)
I(old) �0.0263 �0.0104 �0.0259 �0.0132 �0.1548 �0.000874 �0.132

(0.164) (0.165) (0.165) (0.166) (0.252) (0.166) (0.253)
Host-country-specific variables:
CEE dummy �2.325*** �14.92 �18.60
(Hypothesis 2) (0.165) (17.81) (17.93)
ln(distance) �1.874*** �1.900*** �1.919*** �2.128*** �1.413** �2.166*** �1.342**

(0.0753) (0.0749) (0.0640) (0.0970) (0.587) (0.0976) (0.587)
regulatory quality 0.768*** 0.771*** 0.813*** �0.0357 1.748 �0.0325 1.575
(Hypothesis 1a) (0.242) (0.246) (0.208) (0.217) (1.979) (0.219) (1.989)
political stability 0.100 0.120 0.692*** 1.217*** 2.330** 1.249*** 2.458**
(Hypothesis 1b) (0.163) (0.165) (0.159) (0.200) (0.977) (0.202) (0.993)
gov. effectiveness �1.215*** �1.293*** �0.438* �0.684 �1.023 �0.753* �1.056
(Hypothesis 1b) (0.202) (0.201) (0.239) (0.427) (0.659) (0.430) (0.666)
contr. of corruption 0.575*** 0.578*** 0.707*** 1.684*** 1.562** 1.736*** 1.697**
(Hypothesis 1b) (0.171) (0.173) (0.183) (0.301) (0.683) (0.305) (0.688)
rule of law 0.716*** 0.769*** 0.103 �0.292 �2.096 �0.296 �2.385
(Hypothesis 1c) (0.179) (0.180) (0.193) (0.361) (1.637) (0.364) (1.652)
ln(population) 0.862*** 0.880*** 0.694*** 0.821*** 0.251a 0.835*** 0.245a

(0.0524) (0.0531) (0.0450) (0.0639) (0.153) (0.0647) (0.153)
ln(GDP p.c.) 0.555*** 0.572*** �1.304*** �1.540*** �0.492 �1.572*** �0.127

(0.0797) (0.0798) (0.141) (0.189) (1.860) (0.192) (1.882)
Firm-country-specific variables:ǂ

goods EX to cntry 0.451*** 0.0404*** 0.410*** 0.319*** 0.641*** 0.0268*** 0.0695***a

(0.0922) (0.00915) (0.0922) (0.0937) (0.184) (0.00907) (0.0178)
goods IM from cntry �0.000296 �0.0133* �0.0658 �0.0859 �0.0506 �0.0209** �0.0202

(0.0701) (0.00778) (0.0702) (0.0756) (0.157) (0.00828) (0.0169)
serv. EX to cntry 0.725*** 0.0887*** 0.709*** 0.766*** 0.271 0.0885*** 0.0538

(0.187) (0.0169) (0.191) (0.198) (0.334) (0.0176) (0.0331)
serv. IM from cntry 0.768*** 0.0550*** 0.770*** 0.746*** 0.968*** 0.0544** 0.0719**

(0.218) (0.0208) (0.223) (0.225) (0.309) (0.0212) (0.0318)
outFDI to cntry 0.884*** 0.0356 0.851*** 0.163 1.031** �0.0357 0.0510

(continued on next page)
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employee, profitability, labour intensity, and
indebtedness. Human capital reflected in higher
average wages affects the international transfer of
employees positively, implying that IAs can serve as
a channel of knowledge transfer. Next, expatriation
is more prevalent among labour intensive firms
where person-to-person interaction is more essen-
tial. The intangible assets of a firm have a non-linear
effect on expatriation, initially decreasing the prob-
ability of IAs at lower shares of intangible assets,
while increasing it at higher shares.5 This could be
explained by the dual role of IAs in knowledge
transfers. Firms with lower tacit knowledge use in-
ternational transfers to acquire knowledge from
abroad, while firms with abundant intangible assets
use their expatriates to transfer and augment
knowledge through inter- and intra-organisational
networks (Bj€orkman, Barner-Rasmussen & Li, 2004;
Minbaeva & Michailova, 2004).
Moving to host country-level determinants, we

observe that traditional gravity model variables
perform as expected: market size and level of
development increase the odds of sending em-
ployees to a destination country, while geographic
distance between Slovenia and host country de-
creases them. Where economic institutions as
measured by the WGI regulatory quality index are
of higher quality, the probability of IAs is higher. A
better quality of legal institutions (as assessed by the
WGI rule of law index) similarly attracts more IAs.
The quality of political institutions in a host country
matters as well: the better control of corruption in a

country attracts IAs more often, yet there is no effect
of political stability in the pooled sample of both
CEE and non-CEE host countries. The only institu-
tional quality index that exhibits a negative associ-
ation with IAs is the government effectiveness
index. Where the quality of public services, the
quality of the civil service and the degree of its in-
dependence from political pressures is lower, there
is a higher probability that firms assign their em-
ployees. This might mean that firms believe that IAs
can be an effective instrument for protecting firm
assets and interests in more unfavourable environ-
ments with higher policy instability. It may also
imply that emerging market firms asses that they
are capable of influencing host country institutions
in other emerging markets through international
assignees as commercial diplomats. Our results
thereby indicate that commercial diplomacy is
linked to poor political (rather than economic) in-
stitutions. All in all, our results partially confirm
Hypothesis 1b, that the host countries with a lower
quality of political institutions attract more IAs. On
the other hand, Hypotheses 1a and 1c are rejected,
as emerging market firms are more likely to assign
their employees to host countries with a higher
quality of economic and legal institutions.
Turning to the last group of determinants, which

are firm- and host-country-specific, reveals that
firms that export goods to a country, export services
to a country, or import services from a country are
significantly more likely to assign their employees
there. From specification (1) in Table 2, we see that

Table 2. (continued)

(1) (2) (3) (4a) (4b) (5a) (5b)

Logit Logit Logit bnonCEE bCEE bnonCEE bCEE

(0.323) (0.0265) (0.323) (0.410) (0.450) (0.0331) (0.0355)
inFDI from cntry 0.201 �0.00467 0.149 0.233 �0.410 �0.00203 �0.0207

(0.211) (0.0161) (0.213) (0.221) (0.823) (0.0171) (0.0532)
constant �19.94*** �20.23*** 2.119 4.963 5.298

(1.606) (1.620) (2.102) (3.289) (3.317)

N 1,035,183 1,034,951 1,035,183 1,035,183 1,034,951
Log likelihood �11,350 �11,191 �11,109 �11,020 �10,966
Region FE yes Yes yes Yes Yes
Industry FE yes Yes yes Yes Yes

Note: Dependent variable is dummy variable for firm sending at least one employee on an international assignment to a given host
country in 2016. Standard errors clustered at firm-level are in parentheses. ***, **, * indicate a significance level of 1%, 5% and 10%,
respectively. Columns (4) and (5) report results from the CEE interaction specification b0 þ b1CEEþ Xb2 þ ðCEE *XÞb3, where (4a) and
(5a) report coefficients b2 for non-CEE countries and (4b) and (5b) report coefficients b2 þ b3 for CEE countries and the corresponding
standard error of the sum. a (b) in columns (4b) and (5b) indicates variables for which the corresponding b3 on the interaction term CEE*X
is statistically significant at 1% (5%) level. ǂ specifications in columns (1), (3) and (4) use binary indicators for firm-country-specific
variables, while (2) and (5) use logged values of these variables. Hypotheses 1e2 denote variables that test Hypotheses 1e2 respectively.
Source: own calculations.

5 This conclusion follows from calculating marginal effects of intangibles on the probability to assign at different values of the share of intangible assets in
total assets.
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the exporting of goods to a country increases the
odds of posting an employee there by 57%, export-
ing services to a country by 106%, and importing
services from a country raises the assignment
probability by 116%. Having subsidiary in a country
increases the probability of IAs, conditional on
being an outward foreign direct investor.
Combining the coefficients on ‘outFDI’ and ‘outFDI
to a country’ yields that for foreign direct investors
the odds of an IA to a host country increase by 36%
if they have a subsidiary in that country. Conversely,
foreign direct investors with no subsidiary in a
country have a 44% lower probability of posting an
employee to this country compared to firms without
outward FDI. Slovenian multinationals are thus
much more bound within their existing network of
subsidiaries abroad in posting IAs than firms
without foreign direct investment abroad. Foreign
ownership, on the other hand, reduces the odds of
IAs, especially to countries from which none of the
foreign owners of the Slovenian subsidiary origi-
nates. This may be because the direction of IAs
within multinationals is more prevalent in the di-
rection from headquarters to subsidiaries. Unfortu-
nately, we have no data on inbound assignments to
test this. In specification (2), where we use the
values of export, import and FDI linkages between
the firm and potential host country, the results
confirm a positive association between IAs and ex-
ports of goods and services to a country and imports
of services from a country. In contrast to the dummy
variable specification in column (1), the value of
outward and inward FDI stock is not relevant in
explaining the probability to assign workers to a
specific host country.
In column (3) of Table 2, we augment specification

(1) with a CEE dummy that distinguishes CEE
countries from non-CEE European countries. Once
we control for firm-level, country-level, and firm-
country-specific factors, firms have a 90% lower
probability of assigning employees to CEE countries
compared to non-CEE countries. The inclusion of
the CEE dummy does not affect the firm-level and
firm-country-specific variables much, but increases
the effect of political stability and diminishes the
effects of government effectiveness and the rule of
law.
Comparing CEE with non-CEE host counties

(columns (4a) and (4b)) suggests that revenue and
average wage are more influential predictors for IAs
to the CEE region (the interaction terms CEE*xi are
positive and statistically significant). Conversely, the
export intensity of a firm and the size of host
country are less important for IAs to the CEE region.
These differences between the two groups of host

countries are corroborated in specification (5),
where we use logarithmic values of firm-country-
specific variables instead of simple dichotomous
indicators from specification (4). Once we allow for
different partial effects of each of the regressors in
specifications (4) and (5), there is no significant
preference anymore in favour of IAs to the non-CEE
region (both CEE dummies turn insignificant).
Country size and geographic distance from Slovenia
matter less for IAs to CEE host countries. Two
additional differences between CEE and non-CEE
host countries are identified by specifications (4) and
(5). First, a firm's export of services to a non-CEE
country increases the odds of IAs to this region but
does not influence IAs to CEE countries. Second, the
previously identified association between the pres-
ence of a foreign subsidiary and IAs to a country is
applicable only in CEE host countries. In summary,
the results reject Hypothesis 2 claiming that
emerging market firms are more likely to imple-
ment IAs to other emerging markets.

3 Discussion and conclusions

In this paper, we study the differences in assign-
ment-related decisions made by emerging market
firms internationalising into either emerging or
developed economies. Building on institutional
theory, we use a contextualised approach to study-
ing IAs. Based on data for the entire firm population
in a selected CEE country (Slovenia), we provide
one of the first empirical assessments of country-
level determinants of IA implementation and loca-
tion choices by emerging market firms. In our
analysis, we specifically stress the under-researched
differences in determinants of emerging market
firms' decisions to utilise IAs in CEE markets
compared to non-CEE markets.
Emerging market firms from Slovenia expatriate more

strongly to countries with high institutional quality. Our
results with respect to Hypothesis 1 show that
emerging market businesses are more likely to use
IAs in environments with high quality economic,
political, and legal institutions e even after con-
trolling for their existing trade and investment
network. This is contrary to our expectations that
firms would send more assignees to emerging
markets in order to reduce uncertainty (Berry, 2017;
Boyacigiller, 1990; Moreira & Ogasavara, 2018).
Emerging market firms from low quality institu-
tional contexts, such as Slovenian enterprises, may
be more used to, or more comfortable with, insti-
tutional uncertainty and may rely less on control
and coordination IAs (Edstr€om & Galbraith, 1977).
Instead, firms from emerging markets may be
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strongly focussed on knowledge acquisition and the
reverse transfer of insights through IAs (Fang et al.,
2010; Hocking et al., 2004; Lazarova & Tarique, 2005;
Zhu et al., 2018) that they can gain in countries with
high quality economic, political, and legal in-
stitutions. Firms from emerging markets with low
quality institutions may also benefit more in terms
of their learning from expatriating into markets with
high quality institutions compared to enterprises
that originate in a context with high quality in-
stitutions. Overall, we build on Zaheer et al. (2012)
to nuance the institutional literature with respect to
IAs from low quality institutional contexts and
refine the insights of the international business
literature in relation to the influences of institutional
quality on assignment objectives (Edstr€om & Gal-
braith, 1977; Hocking et al., 2004; Reiche et al., 2009).
Beyond legal and economic context factors, we get

mixed results for the impact of political institution
indices on the utilisation of IAs: while better control
of corruption in a country attracts IAs, there is no
effect of political stability (e.g. security) on the firms'
likelihood to assign in the pooled sample of both
CEE and non-CEE host countries. The only institu-
tional quality index that exhibits the expected
negative association with IAs is the government
effectiveness index. This implies that specific as-
pects of political stability have different effects on
the firms' likelihood to assign. While assignees
cannot nullify the problem of corruption, they can
act as an effective instrument for protecting firm
assets and interests in environments with a low
quality of public services, low quality of civil service,
and with a high degree of political pressures. We
argue that assignees can have the role of working
towards creating a favourable business environment
for a firm in the host country and establishing the
firm's legitimacy abroad. Ru€el and Visser (2014)
describe this as commercial diplomacy. Our find-
ings give a more nuanced understanding of the
institutional host context, which allows us to identify
commercial diplomacy reasons for expatriation.
Thus, we propose a subtle addition to the roles of
expatriates outlined by Baruch et al. (2013), who
depict a set of variables that shape the roles of ex-
patriates. These range from the IA type and dura-
tion to cultural differences and tasks dimensions.
We suggest that an assignee as a commercial
diplomat needs to understand and navigate the
dynamic and weakly enforced institutional context
of the host country. As such, assignees as commer-
cial diplomats may use the poor institutional envi-
ronment to the advantage of the firm through
negotiation or delaying tactics in relation to some of
the institutional requirements and dynamics. The

role of commercial diplomat and its dependence on
the quality of the institutional context adds nuance
to the expatriation literature. One of the practical
implications would be to select assignees factoring
in these and other role profiles and prepare them for
these tasks in advance of expatriation.
Emerging market firms from Slovenia expatriate more

strongly to institutionally dissimilar countries. In rela-
tion to Hypothesis 2, our data shows that e against
what the institutional literature would predict e
emerging market firms are more likely to send ex-
patriates to developed countries and less likely to
other emerging markets. Once we control for firm-
level, country-level, and firm-country-specific fac-
tors, firms are 90% less likely to assign employees to
CEE countries compared to non-CEE countries. This
indicates that despite the historic connections be-
tween Slovenia and other CEE markets in Europe,
these connections do not result in a greater likeli-
hood to assign to CEE markets. In fact, firms oper-
ating in Slovenia are more likely to assign to non-
CEE countries. The reasons may include that (as the
more developed environments) non-CEE countries
often embody better learning opportunities and are
institutionally less difficult and taxing for assignees
(Bhagat et al., 2002; Caligiuri & Bonache, 2016).
Based on our research results, we strengthen our
conclusion that firms use (although overall less) IAs
for control and coordination purposes in emerging
host markets, but they are more driven by learning
and leadership development motives in developed
host countries (see also Zhu et al., 2018). Our work
thus refines the expatriation literature (Baruch,
Steele & Quantrill, 2002; Edstr€om & Galbraith, 1977;
Mayrhofer, 2001) by showing that the broad insti-
tutional context and not just organisational rationale
seems to be important for major expatriation flows.
Our findings suggest that, when analysing the

impact of institutional differences on international-
isation and international staffing, the direction
(rather than solely the magnitude) of distance
should be considered (Zaheer et al., 2012). Firms
from one emerging market, Slovenia, choose higher
institutional distance locations presumably to
strengthen learning effects and (reverse) knowledge
flows by IAs. Institutional distance may have a
different impact depending on whether an
emerging or a developed market enterprise is
entering an emerging or a developed market (Beu-
gelsdijk et al., 2018). Overall, our work refines the
understanding of institutional influences on inter-
national staffing patterns, nuances the insights into
the expatriation patterns of firms embedded in low
quality institutional contexts, and adds to the un-
derstanding of the effects of institutional distance.
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We reiterate that it is not only the institutional
context that is important for IA-related decisions. It
is also the administrative heritage of firms (Bartlett
& Ghoshal, 1989), the experience of enterprises
handling low quality institutional contexts, and
further business drivers that impact the firms'
expatriation decisions. For instance, the expatriation
literature has long identified knowledge acquisition
and individual interests as key drivers of IAs
(Dickmann et al., 2008). This suggests that a more
holistic assessment of IA drivers and decisions
needs to include individual, organisational, and
institutional elements. Overall, our contribution re-
fines institutional theory and its application to in-
ternational business in general and expatriation in
particular.
Managerial Relevance. We have argued above that

firms from emerging markets e at least where we
looked at the assignment patterns of all firms from
Slovenia e expatriate more strongly to countries
with high institutional legal and economic quality
and, against our predictions, to host countries that
are more institutionally dissimilar. In terms of a
managerial contribution our findings have implica-
tions for the pre-assignment, expatriation, and post-
assignment phase. During pre-assignment, firms
would do well to factor in how expatriation candi-
dates cope with uncertainty and learning depending
on the institutional environment of the home and
host markets in their global mobility selection
criteria and decision-making. Our findings thus
support prior calls for organisations to coordinate
their talent and global mobility management more
strongly when faced with large institutional dis-
tances between home and host markets (Cerdin &
Brewster, 2014). This would also allow firms to
prepare expatriates for IAs to emerging markets
differently than assignees for IAs to developed
markets. The on-assignment support and commu-
nication mechanisms implemented by organisations
could also depend on the institutional quality of
host environments. Where emerging market firms
expatriate to locations embedded in high quality
institutions in developed countries, host teams
could be prepared to be supportive and to facilitate
the assignee's learning (Toh & DeNisi, 2005).
We have seen that knowledge acquisition and

transfer is important for emerging market com-
panies' choice of assignment locations. Thus, during
and post an assignment, it is important to create a
receptive learning atmosphere and to encourage
home organisation knowledge absorption and use
(Lazarova & Tarique, 2005; Oddou, Osland & Bla-
keney, 2009). In addition, given the developmental
nature of these assignments, organisations should

develop strong on-assignment and post-assignment
retention mechanisms (Dickmann et al., 2018).
Limitations. Despite its numerous insights for both

academia and practitioners, our study has several
limitations, which present an opportunity for
further research. First, we use a single-country
database that does not allow for comparisons of
potential differences in IA-related decisions made
by firms from both emerging and developed mar-
kets. Future research could thus explore assign-
ment-related decisions in all possible directions
based on the level of host and home country insti-
tutional development.
Second, future research could consider different

ownership structures of firms in their IA location
choices and the resulting firm performance as well
as the impact of subsidiary role (Chung et al., 2015)
or network interrelatedness (Bartlett & Ghoshal,
1986; Boyacigiller, 1990). Third, research into the
outcomes of assignment-related decisions (which
may be different for emerging and developed mar-
kets) is hindered due to the lack of longitudinal data
on IAs. A longitudinal approach would provide in-
sights into the dynamics of firms' decisions
regarding international employee mobility e
discovering which purposes IAs are used for at what
stages of firm/market development and whether
this is also location-determined. As institutions also
change over time, the dynamic impact of institu-
tional factors on international staffing should also be
considered by future research on the topic e
providing insights on whether over time interna-
tional staffing strategies by emerging and developed
market firms are converging or diverging further
(see e.g. Friel, 2011).
Theoretically, we refine the evolving understand-

ing of global mobility and its institutional embedd-
edness. While most of the global mobility literature
focusses on individual and organisational reasons
for IAs (Dickmann et al., 2008), we identify macro-
level contextual factors such as the quality of eco-
nomic, political, and legal institutions. Moving
beyond micro (individual) and mezzo (organisa-
tional) perspectives has already been called for by
the emerging literature on macro-talent flows
(Khilji, Tarique & Schuler, 2015).
While our study shows that the main principles

suggested by the institutional theory are applicable
to international employee mobility, we refine the
theoretical insights with respect to institutional
quality (also by type of institution) and distance. The
literature indicates that firms predominantly use IAs
into emerging markets to reduce risks and fill skill
gaps. In contrast, our data shows that firms from
emerging market economies have stronger
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expatriation patterns into developed countries,
presumably for developmental and knowledge
transfer reasons. Our work enables researchers to
draw up a more detailed IA-decision model that can
capture broader expatriation flows into institutional
systems rather than focusing on small sub-groups of
assignees. Therefore, it does not simply add to the
institutional, internationalisation, and expatriation
literature, but may also encourage institutional ac-
tors to rethink and refine their approaches. As such,
our study is an important step towards an inter-
nationalisation theory inclusive of international
employee mobility.

Funding statement

The authors acknowledge that their work was
financially supported by the Slovenian Research
Agency through the Agency's Junior Researchers
scheme. However, this financial support did not
influence the research design and the outcomes of
the research project. There are no known conflicts of
interest associated with this publication.

References

Ackerberg, D. A., Caves, K., & Frazer, G. (2015). Identification
properties of recent production function estimators. Econo-
metrica, 83(6), 2411e2451. https://doi.org/10.3982/ECTA13408

Ahlstrom, D., & Bruton, G. D. (2006). Venture capital in emerging
economies: Networks and institutional change. Entrepreneur-
ship: Theory and Practice, 30(2), 299e320. https://doi.org/
10.1111/j.1540-6520.2006.00122.x

Akkermans, D., Castaldi, C., & Los, B. (2009). Do ‘liberal market
economies’ really innovate more radically than ‘coordinated
market economies’?: Hall and Soskice reconsidered. Research
Policy, 38(1), 181e191. https://doi.org/10.1016/j.respol.2008.
10.002

Alkire, T. D. (2014). The attractiveness of emerging market MNCs
as employers of European and American talent workers: A
multicultural study. International Journal of Emerging Markets,
9(2), 333e370. https://doi.org/10.1108/IJoEM-08-2012-0091

Ando, N., & Paik, Y. (2013). Institutional distance, host country
and international business experience, and the use of parent
country nationals. Human Resource Management Journal, 23(1),
52e71. https://doi.org/10.1111/j.1748-8583.2012.00201.x

Banerjee, S., Prabhu, J. C., & Chandy, R. K. (2015). Indirect
learning: How emerging-market firms grow in developed
markets. Journal of Marketing, 79(1), 10e28. https://doi.org/
10.1509/jm.12.0328

Banka Slovenije [Bank of Slovenia]. (2017). Ekonomski odnosi
Slovenije s tujino, januar 2017 [Slovenia's international economic
relations, January 2017]. Banka Slovenije [Bank of Slovenia].

Barkema, H., & Vermeulen, F. (1997). What differences in the
cultural backgrounds of partners are detrimental for interna-
tional joint ventures? Journal of International Business Studies,
28(4), 846e864.

Bartlett, C. A., & Ghoshal, S. (1986). Tap your subsidiaries for
global reach. Harvard Business Review, November. Retrieved
November 12, 2017, from https://hbr.org/1986/11/tap-your-
subsidiaries-for-global-reach

Bartlett, C. A., & Ghoshal, S. (1989). Managing across borders: The
transnational solution. Harvard Business School Press.

Baruch, Y., Dickmann, M., Altman, Y., & Bournois, F. (2013).
Exploring international work: Types and dimensions of global

careers. The International Journal of Human Resource Manage-
ment, 24(12), 2369e2393. https://doi.org/10.1080/09585192.2013.
781435

Baruch, Y., Steele, D. J., & Quantrill, G. A. (2002). Management of
expatriation and repatriation for novice global player. Inter-
national Journal of Manpower, 23(7), 659e671. https://doi.org/
10.1108/01437720210450824

Baskaran, T., Bl€ochl, F., Brück, T., & Theis, F. J. (2011). The
Heckscher-Ohlin model and the network structure of inter-
national trade. International Review of Economics & Finance,
20(2), 135e145. https://doi.org/10.1016/j.iref.2010.11.003

Beddi, H., & Mayrhofer, U. (2010). The role of location in head-
quarters-subsidiaries relationships: An analysis of French
multinationals in emerging markets. In Presented at 36th
Annual EIBA (European International Business Academy) Confer-
ence, Portugal, December 2010.

Belderbos, R., & Heijltjes, M. (2005). The determinants of expa-
triate staffing by Japanese multinationals in Asia: Control,
learning and vertical business groups. Journal of International
Business Studies, 36(3), 341e354. https://doi.org/10.1057/
palgrave.jibs.8400135

Bellak, C., & Cantwell, J. (1998). Globalization tendencies relevant
for latecomers: Some conceptual issues. In M. Storper,
S. B. Thomadakis, & L. J. Tsipouri (Eds.), Latecomers in the
global economy (pp. 40e75). Routledge.

Benito, G. R. G., & Gripsrud, G. (1992). The expansion of foreign
direct investments: Discrete rational location choices or a
cultural learning process? Journal of International Business
Studies, 23(3), 461e476.

Berry, H. (2017). Managing valuable knowledge in weak IP pro-
tection countries. Journal of International Business Studies, 48(7),
787e807. https://doi.org/10.1057/s41267-017-0072-1

Beugelsdijk, S., Ambos, B., & Nell, P. C. (2018). Conceptualizing
and measuring distance in international business research:
Recurring questions and best practice guidelines. Journal of
International Business Studies, 49(9), 1113e1137.

Bhagat, R. S., Kedia, B. L., Harveston, P. D., & Triandis, H. C.
(2002). Cultural variations in the cross-border transfer of
organizational knowledge: An integrative framework. Academy
of Management Review, 27(2), 204e221. https://doi.org/10.2307/
4134352

Bj€orkman, I., Barner-Rasmussen, W., & Li, L. (2004). Managing
knowledge transfer in MNCs: The impact of headquarters
control mechanisms. Journal of International Business Studies,
35(5), 443e455. https://doi.org/10.1057/palgrave.jibs.8400094

Black, J. S., Mendenhall, M., & Oddou, G. (1991). Toward a
comprehensive model of international adjustment: An inte-
gration of multiple theoretical perspectives. Academy of Man-
agement Review, 16(2), 291e317. https://doi.org/10.2307/258863

Boddewyn, J. J. (1988). Political aspects of MNE theory. Journal of
International Business Studies, 19(3), 341e363. https://doi.org/
10.1057/palgrave.jibs.8490392

Boddewyn, J. J., & Brewer, T. L. (1994). International business
political behavior: New theoretical directions. Academy of
Management Journal, 19(1), 119e143. https://doi.org/10.2307/
258837

Boeh, K. K., & Beamish, P. W. (2012). Travel time and the liability
of distance in foreign direct investment: Location choice and
entry mode. Journal of International Business Studies, 43(5),
525e535. https://doi.org/10.1057/jibs.2012.10

Boyacigiller, N. (1990). The role of expatriates in the management
of interdependence, complexity and risk in multinational
corporations. Journal of International Business Studies, 21(3),
357e381. https://doi.org/10.1057/palgrave.jibs.8490825

Brewster, C., Buciuniene, I., & Morley, M. (2010). The reality of
human resource management in Central and Eastern Europe.
Baltic Journal of Management, 5(2), 145e155.

Briscoe, D. R. (2014). Expatriation into and out of emerging
markets: Challenges for IHRM. Argumenta Oeconomica Craco-
viensia, 11, 25e45.

Brookes, M., Croucher, R., Fenton-O'Creevy, M., &
Gooderham, P. (2011). Measuring competing explanations of
human resource management practices through the Cranet

ECONOMIC AND BUSINESS REVIEW 2022;24:1e18 15

https://doi.org/10.3982/ECTA13408
https://doi.org/10.1111/j.1540-6520.2006.00122.x
https://doi.org/10.1111/j.1540-6520.2006.00122.x
https://doi.org/10.1016/j.respol.2008.10.002
https://doi.org/10.1016/j.respol.2008.10.002
https://doi.org/10.1108/IJoEM-08-2012-0091
https://doi.org/10.1111/j.1748-8583.2012.00201.x
https://doi.org/10.1509/jm.12.0328
https://doi.org/10.1509/jm.12.0328
https://hbr.org/1986/11/tap-your-subsidiaries-for-global-reach
https://hbr.org/1986/11/tap-your-subsidiaries-for-global-reach
https://doi.org/10.1080/09585192.2013.781435
https://doi.org/10.1080/09585192.2013.781435
https://doi.org/10.1108/01437720210450824
https://doi.org/10.1108/01437720210450824
https://doi.org/10.1016/j.iref.2010.11.003
https://doi.org/10.1057/palgrave.jibs.8400135
https://doi.org/10.1057/palgrave.jibs.8400135
https://doi.org/10.1057/s41267-017-0072-1
https://doi.org/10.2307/4134352
https://doi.org/10.2307/4134352
https://doi.org/10.1057/palgrave.jibs.8400094
https://doi.org/10.2307/258863
https://doi.org/10.1057/palgrave.jibs.8490392
https://doi.org/10.1057/palgrave.jibs.8490392
https://doi.org/10.2307/258837
https://doi.org/10.2307/258837
https://doi.org/10.1057/jibs.2012.10
https://doi.org/10.1057/palgrave.jibs.8490825


survey: Cultural versus institutional explanations. Human
Resource Management Review, 21(1), 68e79.

Brouthers, K. D., Brouthers, L. E., & Werner, S. (2008). Resource-
based advantages in an international context. Journal of Man-
agement, 34(2), 189e217. https://doi.org/10.1177/01492063
07312508

Buckley, P. J., Devinney, T., & Louviere, J. (2007). Do managers
behave the way theory suggests? A choice-theoretic exami-
nation of foreign direct investment location decision-making.
Journal of International Business Studies, 38(7), 1069e1094.

Buckley, P. J., & Tian, X. (2017). Internalization theory and the
performance of emerging-market multinational enterprises.
International Business Review, 26(5), 976e990.

Buonanno, P., Durante, R., Prarolo, G., & Vanin, P. (2015). Poor
institutions, rich mines: Resource curse in the origins of the
Sicilian mafia. The Economic Journal, 125(586), F175eF202.
https://doi.org/10.1111/ecoj.12236

Calabrese, R., & Osmetti, S. A. (2013). Modelling small and me-
dium enterprise loan defaults as rare events: The generalized
extreme value regression model. Journal of Applied Statistics,
40(6), 1172e1188. https://doi.org/10.1080/02664763.2013.784894

Caligiuri, P. (2012). Cultural agility: Building a pipeline of successful
global professionals. John Wiley & Sons.

Caligiuri, P., & Bonache, J. (2016). Evolving and enduring chal-
lenges in global mobility. Journal of World Business, 51(1),
127e141. https://doi.org/10.1016/j.jwb.2015.10.001

Caligiuri, P. M., & Colakoglu, S. (2007). A strategic contingency
approach to expatriate assignment management. Human
Resource Management Journal, 17(4), 393e410.

Carlson, S. (1974). International transmission of information and
the business firm. The Annals of the American Academy of Po-
litical and Social Science, 412(1), 55e63. https://doi.org/10.1177/
000271627441200107

Cerdin, J. L., & Brewster, C. (2014). Talent management and
expatriation: Bridging two streams of research and practice.
Journal of World Business, 49(2), 245e252.

Chang, Y., Gong, Y., & Peng, M. (2012). Expatriate knowledge
transfer, subsidiary absorptive capacity and subsidiary per-
formance. Academy of Management Journal, 55(4), 927e948.
https://doi.org/10.5465/amj.2010.0985

Chan, C. M., Isobe, T., & Makino, S. (2008). Which country mat-
ters? Institutional development and foreign affiliate perfor-
mance. Strategic Management Journal, 29(11), 1179e1205.
https://doi.org/10.1002/smj.705

Chung, C. C., Park, H. Y., Lee, J. Y., & Kim, K. (2015). Human
capital in multinational enterprises: Does strategic alignment
matter? Journal of International Business Studies, 46(7), 806e8290.

Collings, D. G., Scullion, H., & Morley, M. J. (2007). Changing
patterns of global staffing in the multinational enterprise:
Challenges to the conventional expatriate assignment and
emerging alternatives. Journal of World Business, 42(2),
198e213. https://doi.org/10.1016/j.jwb.2007.02.005

Conti, C. R., Parente, R., & de Vasconcelos, F. C. (2016). When
distance does not matter: Implications for Latin American
multinationals. Journal of Business Research, 69(2016),
1980e1992. https://doi.org/10.1016/j.jbusres.2015.10.144

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

Dabic, M., Gonzalez-Loureiro, M., & Harvey, M. (2015). Evolving
research on expatriates: What is 'known' after four decades
(1970e2012). International Journal of Human Resource Manage-
ment, 26(3), 316e337. https://doi.org/10.1080/09585192.2013.
845238

Dickmann, M., Doherty, N., Mills, T., & Brewster, C. (2008). Why
do they go? Individual and corporate perspectives on the
factors influencing the decision to accept an international
assignment. International Journal of Human Resource Manage-
ment, 19(4), 731e751. https://doi.org/10.1080/095851908
01953749

Dickmann, M., Suutari, V., & Wurtz, O. (2018). The management of
global careers: Exploring the rise of international work. Palgrave
Macmillan.

DiMaggio, P., & Powell, W. (1983). The iron cage revisited:
Institutional isomorphism and collective rationality on orga-
nization fields. American Sociological Review, 48(2), 147e160.
https://doi.org/10.2307/2095101

Dowling, P. J., Festing, M., & Engle, A. (2013). International human
resource management (6th ed.). Cengage Learning.

Dunning, J. H., & Lundan, S. M. (2008). Multinational enterprises
and the global economy. Edward Elgar Publishing.

Edstr€om, A., & Galbraith, J. (1977). Transfer of managers as a
coordination and control strategy in multinational organiza-
tions. Administrative Science Quarterly, 22(2), 248e263. https://
doi.org/10.2307/2391959

Eriksson, K., Johanson, J., Majkgard, A., & Sharma, D. D. (1997).
Experiential knowledge and cost in the internationalization
process. Journal of International Business Studies, 28(2), 337e360.
https://doi.org/10.1057/palgrave.jibs.8490104

Fang, Y., Jiang, G. L. F., Makino, S., & Beamish, P. W. (2010).
Multinational firm knowledge, use of expatriates, and foreign
subsidiary performance. Journal of Management Studies, 47(1),
27e54.

Favell, A., & Hansen, R. (2002). Markets against politics: Migra-
tion, EU enlargement and the idea of Europe. Journal of Ethnic
and Migration Studies, 28(4), 581e601. https://doi.org/10.1080/
1369183021000032218

Feldmann, M. (2006). Emerging varieties of capitalism in transi-
tion countries: Industrial relations and wage bargaining in
Estonia and Slovenia. Comparative Political Studies, 39(7),
829e854. https://doi.org/10.1177/0010414006288261

Ferner, A., Quintanilla, J., & S�anchez-Runde, C. (2006). Multina-
tionals, institutions and the construction of transnational practices.
Palgrave Macmillan.

Friel, D. (2011). Forging a comparative institutional advantage in
Argentina: Implications for theory and praxis. Human Re-
lations, 64(4), 553e572. https://doi.org/10.1177/00187267
10396244

Gaur, A. S., Delios, A., & Singh, K. (2007). Institutional environ-
ments, staffing strategies, and subsidiary performance. Journal
of Management, 33(4), 611e636. https://doi.org/10.1177/0149206
307302551

Hall, P. A., & Soskice, D. W. (2001). Varieties of capitalism: The
institutional foundations of comparative advantage. Oxford Uni-
versity Press.

Harzing, A. W. (2001). Of bears, bumble-bees, and spiders: The
role of expatriates in controlling foreign subsidiaries. Journal of
World Business, 36(4), 366e379.

Harzing, A. W., & Pudelko, M. (2016). Do we need to distance
ourselves from the distance concept? Why home and host
country context might matter more than (cultural) distance?
Management International Review, 56(1), 1e34.

Harzing, A. W., Pudelko, M., & Reiche, B. (2016). The bridging
role of expatriates and inpatriates in knowledge transfer
multinational corporations. Human Resource Management, 55(4),
679e695. https://doi.org/10.1002/hrm.21681

Haslberger, A., Brewster, C., & Hippler, T. (2013). The dimensions
of expatriate adjustment. Human Resource Management, 52(3),
333e351.

Hilmersson, M., & Jansson, H. (2012). Reducing uncertainty in the
emerging market entry process: On the relationship among
international experiential knowledge, institutional distance,
and uncertainty. Journal of International Marketing, 20(4),
96e110. https://doi.org/10.1509/jim.12.0052

Hocking, B. J., Brown, M., & Harzing, A. W. (2004). A knowledge
transfer perspective of strategic assignment purposes and
their path-dependent outcomes. The International Journal of
Human Resource Management, 15(3), 565e586. https://doi.org/
10.1080/0958519042000181269

Horwitz, F., & Budhwar, P. (2015). Handbook of human resource
management in emerging markets. (Research handbooks in business
and management series). Edward Elgar. https://doi.org/10.4337/
9781781955017

Hoskisson, R. E., Eden, L., Lau, C. M., & Wright, M. (2000).
Strategy in emerging economies. Academy of Management
Journal, 43(3), 249e267. https://doi.org/10.2307/1556394

16 ECONOMIC AND BUSINESS REVIEW 2022;24:1e18

https://doi.org/10.1177/0149206307312508
https://doi.org/10.1177/0149206307312508
https://doi.org/10.1111/ecoj.12236
https://doi.org/10.1080/02664763.2013.784894
https://doi.org/10.1016/j.jwb.2015.10.001
https://doi.org/10.1177/000271627441200107
https://doi.org/10.1177/000271627441200107
https://doi.org/10.5465/amj.2010.0985
https://doi.org/10.1002/smj.705
https://doi.org/10.1016/j.jwb.2007.02.005
https://doi.org/10.1016/j.jbusres.2015.10.144
https://doi.org/10.1080/09585192.2013.845238
https://doi.org/10.1080/09585192.2013.845238
https://doi.org/10.1080/09585190801953749
https://doi.org/10.1080/09585190801953749
https://doi.org/10.2307/2095101
https://doi.org/10.2307/2391959
https://doi.org/10.2307/2391959
https://doi.org/10.1057/palgrave.jibs.8490104
https://doi.org/10.1080/1369183021000032218
https://doi.org/10.1080/1369183021000032218
https://doi.org/10.1177/0010414006288261
https://doi.org/10.1177/0018726710396244
https://doi.org/10.1177/0018726710396244
https://doi.org/10.1177/0149206307302551
https://doi.org/10.1177/0149206307302551
https://doi.org/10.1002/hrm.21681
https://doi.org/10.1509/jim.12.0052
https://doi.org/10.1080/0958519042000181269
https://doi.org/10.1080/0958519042000181269
https://doi.org/10.4337/9781781955017
https://doi.org/10.4337/9781781955017
https://doi.org/10.2307/1556394


Hutzschenreuter, T., Kleindienst, I., & Lange, S. (2014). Added
psychic distance stimuli and MNE performance. Performance
effects of added cultural, governance, geographic, and eco-
nomic distance in MNEs' international expansion. Journal of
International Management, 20(1), 38e54. https://doi.org/10.1016/
j.intman.2013.02.003

Jackson, T., & Horwitz, F. M. (2017). Expatriation in Chinese
MNEs in Africa: An agenda for research. The International
Journal of Human Resource Management, 1e23. https://doi.org/
10.1080/09585192.2017.1284882

Jain, N., Lahiri, S., & Hausknecht, D. (2013). Emerging market
multinationals' location choice: The role of firm resources and
internationalization motivations. European Business Review,
25(3), 263e280. https://doi.org/10.1108/09555341311314816

Jakli�c, A. (2007). Slovensko obvladovanje internacionalizacije in raz-
nolikosti [Slovenian mastery of internationalisation and diversity].
Unpublished paper. Faculty of Social Sciences: University of
Ljubljana.

Jakli�c, A., Kole�sa, I., & Rojec, M. (2015). Slovenija kot lokacija za
neposredne tuje investicije v o�ceh tujih investitorjev e raziskava
med podjetji s tujim kapitalom 2015 [Slovenia as a location for
foreign direct investment as viewed by foreign investors e a study
among firms with foreign equity 2015]. Center za mednarodne
odnose [Centre of International Relations].

Jakli�c, A., Kole�sa, I., & Rojec, M. (2016). Tuji investitorji o sloven-
skem poslovnem okolju 2016: Rezultati raziskave med podjetji s
tujim kapitalom 2016 [Foreign investors about the Slovenian busi-
ness environment 2016: Research results from a study among firms
with foreign equity 2016]. Center za mednarodne odnose
[Centre of International Relations].

Jakli�c, A., Kole�sa, I., & Rojec, M. (2017). Tuji investitorji o sloven-
skem poslovnem okolju 2017: Rezultati raziskave med podjetji s
tujim kapitalom 2017 [Foreign investors about the Slovenian busi-
ness environment 2017: Research results from a study among firms
with foreign equity 2017]. Center za mednarodne odnose
[Centre of International Relations].

Jakli�c, A., Kole�sa, I., & Rojec, M. (2018). Tuji investitorji o sloven-
skem poslovnem okolju 2018: Rezultati raziskave med podjetji s
tujim kapitalom 2018 [Foreign investors about the Slovenian busi-
ness environment 2018: Research results from a study among firms
with foreign equity 2018]. Center za mednarodne odnose
[Centre of International Relations].

Jakli�c, A., Ra�skovi�c, M., & Schuh, A. (2018). Examining the
contextual richness of Central and Eastern Europe. AIB In-
sights, 18(1), 3e6.

Kanter, R. M. (1977). Men and women of the corporation. Basic
Books.

Kazlauskait _e, R., Bu�ci�unien _e, I., Po�or, J., Karoliny, Z., Alas, R.,
Kohont, A., & Szl�avicz, �A. (2013). Human resource manage-
ment in the Central and Eastern European region. In E. Parry,
E. Stavrou, & M. Lazarova (Eds.), Global trends in human
resource management (pp. 103e121). Palgrave Macmillan.

Khanna, T., & Palepu, K. (1997). Why focused strategies may be
wrong for emerging markets. Harvard Business Review, 75(4),
41e48.

Khanna, T., & Palepu, K. (2000). Is group membership profitable
in emerging markets? An analysis of diversified Indian busi-
ness groups. The Journal of Finance, 55(2), 867e891. https://
doi.org/10.1111/0022-1082.00229

Khilji, S. E., Tarique, I., & Schuler, R. S. (2015). Incorporating the
macro view in global talent management. Human Resource
Management Review, 25(3), 236e248. https://doi.org/10.1016/
j.hrmr.2015.04.001

Langlois, R. N. (1986). The new institutional economics: An
introductory essay. In R. N. Langlois (Ed.), Economics as a
process: Essays in the New Institutional Economics (pp. 1e25).
Cambridge University Press.

Lazarova, M., & Tarique, I. (2005). Knowledge transfer upon
repatriation. Journal of World Business, 40(4), 361e373.

Li, L., & Wang, X. (2010). The strategy of talent localization in
multinational corporations. International Journal of Business and
Management, 5(12), 216e219.

Lombardo, D. (2000). Is there a cost to poor institutions? SIEPR Dis-
cussion Paper No. 00e19. Stanford Institute for Economic Policy
Research, Stanford University. Retrieved June 1, 2018 from
http://siepr.stanford.edu/sites/default/files/publications/00-
19_0.pdf

Luo, Y., & Tung, R. L. (2007). International expansion of emerging
market enterprises: A springboard perspective. Journal of In-
ternational Business Studies, 38(4), 481e498.

Madhok, A., & Keyhani, M. (2012). Acquisitions as entrepre-
neurship: Asymmetries, opportunities, and the international-
ization of multinationals from emerging economies. Global
Strategy Journal, 2(1), 26e40.

Mayrhofer, W. (2001). Organizational international career logics
(OICLs): A conceptual tool for analyzing organizational
expatriation patterns and their consequences for the man-
agement of organizations. Thunderbird International Business
Review, 43(1), 121e144.

McCann, L., & Schwartz, G. (2006). Terms and conditions apply:
Management restructuring and the global integration of post-
socialist societies. The International Journal of Human Resource
Management, 17(8), 1339e1352.

McMillan, J. (2008). Market institutions. In S. Durlauf, & L. Blume
(Eds.), The new Palgrave dictionary of economics (Volume 3, 2nd
ed.). Palgrave Macmillan.

McMillan, J., & Woodruff, C. (2002). The central role of entre-
preneurs in transitional economies. The Journal of Economic
Perspectives, 16(3), 153e170. https://doi.org/10.1257/08953300
2760278767

Meyer, K. E., Estrin, S., Bhaumik, S. K., & Peng, M. W. (2009).
Institutions, resources, and entry strategies in emerging
economies. Strategic Management Journal, 30(1), 61e80. https://
doi.org/10.1002/smj.720

Meyer, K. E., & Peng, M. W. (2016). Theoretical foundations of
emerging economy business research. Journal of International
Business Studies, 47, 3e22.

Meyer, K. E., & Xin, K. R. (2018). Managing talent in emerging
economy multinationals: Integrating strategic management
and human resource management. The International Journal of
Human Resource Management, 29(11), 1827e1855. https://
doi.org/10.1080/09585192.2017.1336362

Minbaeva, D. B., & Michailova, S. (2004). Knowledge transfer and
expatriation in multinational corporations. The role of dis-
seminative capacity. Employee Relations, 26(6), 663e679.

Moreira, M. Z., & Ogasavara, M. H. (2018). Formal and informal
institutions and the expatriation assignment: The case of Jap-
anese subsidiaries in Latin America. Japan and the World Econ-
omy, 47(C), 18e26. https://doi.org/10.1016/j.japwor.2018.03.005

Morley, M. J., Minbaeva, D., & Michailova, S. (2012). The transi-
tion states of Central and Eastern Europe and the Former
Soviet Union. In C. Brewster, & W. Mayrhofer (Eds.), Hand-
book of research on comparative human resource management (pp.
550e575). Edward Elgar.

Naray, O. (2008). Commercial diplomacy: A conceptual overview.
In Presented at 7th World Conference of TPOs e The Hague, The
Netherlands, 2008.

North, D. C. (1990). Institutions, institutional change and economic
performance. Cambridge University Press.

Oddou, G., Osland, J. S., & Blakeney, R. N. (2009). Repatriating
knowledge: Variables influencing the “transfer” process.
Journal of International Business Studies, 40(2), 181e199.

OECD. (2001). Glossary of statistical terms: Central and Eastern Eu-
ropean Countries (CEECS). Retrieved September 13, 2017, from
https://stats.oecd.org/glossary/detail.asp?ID¼303

Peng, M. W. (2000). Business strategies in transition economies. Sage
Publications.

Peng, M. W. (2003). Institutional transitions and strategic choices.
Academy of Management Review, 28(2), 275e296. https://doi.org/
10.2307/30040713

Peng, M. W., & Heath, P. (1996). The growth of the firm in
planned economies in transition: Institutions, organizations,
and strategic choices. Academy of Management Review, 21(2),
492e528.

ECONOMIC AND BUSINESS REVIEW 2022;24:1e18 17

https://doi.org/10.1016/j.intman.2013.02.003
https://doi.org/10.1016/j.intman.2013.02.003
https://doi.org/10.1080/09585192.2017.1284882
https://doi.org/10.1080/09585192.2017.1284882
https://doi.org/10.1108/09555341311314816
https://doi.org/10.1111/0022-1082.00229
https://doi.org/10.1111/0022-1082.00229
https://doi.org/10.1016/j.hrmr.2015.04.001
https://doi.org/10.1016/j.hrmr.2015.04.001
http://siepr.stanford.edu/sites/default/files/publications/00-19_0.pdf
http://siepr.stanford.edu/sites/default/files/publications/00-19_0.pdf
https://doi.org/10.1257/089533002760278767
https://doi.org/10.1257/089533002760278767
https://doi.org/10.1002/smj.720
https://doi.org/10.1002/smj.720
https://doi.org/10.1080/09585192.2017.1336362
https://doi.org/10.1080/09585192.2017.1336362
https://doi.org/10.1016/j.japwor.2018.03.005
https://stats.oecd.org/glossary/detail.asp?ID=303
https://stats.oecd.org/glossary/detail.asp?ID=303
https://doi.org/10.2307/30040713
https://doi.org/10.2307/30040713


Peng, M. W., Wang, D. Y. L., & Jiang, Y. (2008). An institution-
based view of international business strategy: A focus on
emerging economies. Journal of International Business Studies,
39(5), 920e936. https://doi.org/10.1057/palgrave.jibs.8400377

Perkins, S. E. (2014). When does prior experience pay? Institu-
tional experience and the multinational corporation. Admin-
istrative Science Quarterly, 59(1), 145e181. https://doi.org/
10.1177/0001839214523603

Pettigrew,M., & Srinivasan, R. (2012).Winning the talent war in local
markets by staying global: new ideas can help global companies
successfully compete for scarce talent in new markets. Retrieved
March 11, 2016, from https://www.mckinsey.com/~/media/
mckinsey/dotcom/client_service/organization/pdfs/winning_
the_talent_war_in_local_markets_by_staying_global.ashx

Phillips, N., Tracey, P., & Karra, N. (2009). Rethinking institutional
distance: Strengthening the tie between new institutional
theory and international management. Strategic Organization,
7(3), 339e348. https://doi.org/10.1177/1476127009337439

Rasciute, S., & Downward, P. (2017). Explaining variability in the
investment location choices of MNEs: An exploration of
country, industry and firm effects. International Business Re-
view, 26(2017), 605e613.

Reiche, B. S., Harzing, A. W., & Kraimer, M. L. (2009). The role of
international assignees' social capital in creating inter-unit intel-
lectual capital: A cross-levelmodel. Journal of International Business
Studies, 40(3), 509e526. https://doi.org/10.1057/jibs.2008.86

Ru€el, H. J. M., & Visser, R. (2014). An exploration of commercial
diplomacy as a set of facilities to support international busi-
ness to and from emergent markets. In A. Verbeke, R. Van
Tulder, & S. Lundan (Eds.), Multinational enterprises, markets
and institutional diversity (Vol. 9, pp. 303e322). Emerald Group
Publishing Limited.

Rugman, A. M., & D'Cruz, J. R. (1993). The double diamond
model of international competitiveness: The Canadian expe-
rience. Management International Review, 33(2), 17e39.

Ruiter, D. W. P. (2001). Legal Institutions. Springer. https://doi.org/
10.1007/978-94-015-9765-4

Saner, R., & Yiu, L. (2003). International economic diplomacy:
Mutations in post-modern times. Discussion Papers in Diplo-
macy, 84. Netherlands Institute of International Relations
“Clingendael”.

Scott, W. R. (1995). Institutions and organizations. Sage.
Scullion, H., Collings, D. G., & Gunnigle, P. (2007). International

human resource management in the 21st century: Emerging
themes and contemporary debates. Human Resource Manage-
ment Journal, 17(4), 309e319.

Staw, B. M., Sandelands, L. E., & Dutton, J. E. (1981). Threat-ri-
gidity effects in organizational behavior: A multilevel analysis.
Administrative Science Quarterly, 26(4), 501e524. https://doi.org/
10.2307/2392337

Svetli�ci�c, M. (2006). Slovenske multinacionalke e v�ceraj, danes,
jutri [Slovenian multinationals e yesterday, today, tomorrow].
Teorija in praksa [Theory and Practice], 43(1e2), 102e122.

Svetli�ci�c, M., Rojec, M., & Trtnik, A. (2000). Strategija pos-
pe�sevanja slovenskih neposrednih investicij v tujino [Strategy
of promoting Slovenian outward FDI]. Teorija in praksa [Theory
and Practice], 37(4), 623e645.

Svetlik, I., Barisic, A. F., Kohont, A., Petkovi�c, M., Miri�c, A. A.,
Slavi�c, A., Vaupot, Z., & Po�or, J. (2010). Human resource
management in the countries of the Former Yugoslavia.
Review of International Comparative Management, 11(5),
807e833.

Tan, D., & Mahoney, J. (2006). Why a multinational firm chooses
expatriates: Integrating resource-based, agency and trans-
action costs perspectives. Journal of Management Studies, 43(3),
457e484. https://doi.org/10.1111/j.1467-6486.2006.00598.x

Toh, S. M., & DeNisi, A. S. (2005). A local perspective to
expatriate success. Academy of Management Perspectives,
19(1), 132e146.

Trąpczy�nski, P., & Gorynia, M. (2017). A double-edged sword?
The moderating effects of control on firm capabilities and
institutional distance in explaining foreign affiliate perfor-
mance. International Business Review, 26(4), 697e709. https://
doi.org/10.1016/j.ibusrev.2016.12.009

Tung, R. L. (2007). The human resource challenge to outward
foreign direct investment aspirations from emerging econo-
mies: The case of China. International Journal of Human Resource
Management, 18(5), 868e889. https://doi.org/10.1080/
09585190701249198

Turner, J. (1997). The institutional order. Longman.
Xu, D., Pan, Y., & Beamish, P. W. (2004). The effect of regulative

and normative distances on MNE ownership and expatriate
strategies. Management International Review, 44(3), 285e307.

Zaheer, S. (1995). Overcoming the liability of foreignness. The
Academy of Management Journal, 38(2), 341e363. https://doi.org/
10.2307/256683

Zaheer, S., Schomaker, S. M., & Nachum, L. (2012). Distance
without direction: Restoring credibility to a much-loved
construct. Journal of International Business Studies, 43(1), 18e27.

Zeng, M., & Williamson, P. (2007). Dragons at your door: How
Chinese cost innovation is disrupting global competition. Harvard
Business School Press.

Zhu, C. J., De Cieri, H., Fan, D., & Mike Zhang, M. (2018).
Expatriate management in emerging market multinational
enterprises (EMNEs): Reflection and future research agenda.
The International Journal of Human Resource Management,
29(11), 1787e1798. https://doi.org/10.1080/09585192.2017.
1335997

18 ECONOMIC AND BUSINESS REVIEW 2022;24:1e18

https://doi.org/10.1057/palgrave.jibs.8400377
https://doi.org/10.1177/0001839214523603
https://doi.org/10.1177/0001839214523603
https://www.mckinsey.com/%7E/media/mckinsey/dotcom/client_service/organization/pdfs/winning_the_talent_war_in_local_markets_by_staying_global.ashx
https://www.mckinsey.com/%7E/media/mckinsey/dotcom/client_service/organization/pdfs/winning_the_talent_war_in_local_markets_by_staying_global.ashx
https://www.mckinsey.com/%7E/media/mckinsey/dotcom/client_service/organization/pdfs/winning_the_talent_war_in_local_markets_by_staying_global.ashx
https://doi.org/10.1177/1476127009337439
https://doi.org/10.1057/jibs.2008.86
https://doi.org/10.1007/978-94-015-9765-4
https://doi.org/10.1007/978-94-015-9765-4
https://doi.org/10.2307/2392337
https://doi.org/10.2307/2392337
https://doi.org/10.1111/j.1467-6486.2006.00598.x
https://doi.org/10.1016/j.ibusrev.2016.12.009
https://doi.org/10.1016/j.ibusrev.2016.12.009
https://doi.org/10.1080/09585190701249198
https://doi.org/10.1080/09585190701249198
https://doi.org/10.2307/256683
https://doi.org/10.2307/256683
https://doi.org/10.1080/09585192.2017.1335997
https://doi.org/10.1080/09585192.2017.1335997

	The Effects of Institutions on Emerging Market Firms’ International Assignment Location Decisions
	Recommended Citation

	The Effects of Institutions on Emerging Market Firms' International Assignment Location Decisions
	Introduction
	1 Institutions as determinants of firms' international assignment location decisions
	1.1 Institutional quality and international assignments
	1.2 Institutional distance and international assignments

	2 Methods
	2.1 Data and methodology
	2.2 Results

	3 Discussion and conclusions
	Funding statement
	References


