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Abstract 

Based on the imprinting theory, this paper studies the relationship between CEO's 
overseas employment experience and outward foreign direct investment (OFDI) by 
taking Shanghai and Shenzhen A-share listed companies from 2008 to 2018 as samples. 
The results show that: there is a positive correlation between CEO's overseas 
employment experience and enterprise's outward foreign direct investment; 
managerial discretion has a positive impact on the relationship between CEO's overseas 
employment experience and enterprise's outward foreign direct investment. 
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1. Introduction 

Since China began to implement the "going out" strategy at the beginning of the 21st century, 
more and more Chinese enterprises appear in the international market. These enterprises from 
China begin to be familiar with the international rules and the investment environment of the 
host country. In 2019, China's outward direct investment flow reached 226.65 billion US dollars, 
ranking the second in the world, with the investment stock reaching 2.2 trillion US dollars, 
ranking the third in the world. The investment regions cover more than 180 countries and 
regions in the world, and Chinese enterprises have made remarkable achievements in foreign 
direct investment. 

The motivation of OFDI will be affected by internal and external factors. From the external point 
of view, the macro-economic environment of the home country, the cultural environment, the 
institutional environment and the government support of the enterprise will affect the 
enterprise's foreign direct investment decision-making; from the internal point of view, the 
enterprise's own development stage, political connection, ownership structure, board 
governance factors and CEO's personal characteristics will all affect the enterprise's OFDI 
behavior. It will affect the behavior of the CEO and the decision-maker of the enterprise. Since 
being introduced into the field of management, imprinting theory, which originated from the 
field of biology, has provided a new perspective to explain the differences in the choice and 
performance of different organizations and individuals. According to the imprinting theory, an 
organization will experience a sensitive period in its growth process, which has a lasting impact 
on the enterprise, such as the initial stage of the organization or the period of major 
organizational change. The application of imprinting theory in the individual level has also 
attracted the attention of scholars. In the process of growth and development, CEO will also 
experience a sensitive period, which will have a continuous impact on CEO's ability and 
Cognitive . In the study of CEO's personal characteristics, the experience of managers has 
attracted the attention of scholars. CEO's employment experience will shape his management 
ability and judgment of market situation, and then affect his choice of investment decision. 

Although some scholars have studied the influence of CEO's employment experience on 
enterprise decision-making, most of them are about enterprise financial decision-making and 
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innovation investment, and there are few researches on foreign direct investment. On the other 
hand, this paper enriches the existing literature on CEO demographic characteristics, and 
studies the impact of CEO's overseas employment experience on OFDI from the perspective of 
imprinting theory. 

2. Literature review 

According to the upper echelons theory, CEO's decision-making is bounded rational, and will 
be affected by various factors and make different choices and decisions. Managers' own 
characteristics, including CEO's gender, age, personal background and past experience, will 
affect CEO's risk preference and investment attitude and tendency. Faccio et al. (2011) research 
shows that when the CEO is female, the risk preference is lower [1]; serfling (2014) found that 
with the growth of age, CEO is more risk averse [2]; LV Wendong et al. (2015) also showed that 
some characteristics of managers and enterprise risk-taking are related from the aspects of 
manager's age, gender, education, etc. [3] Personal experience of managers also affects 
enterprise risk decision-making. Roussanov and savor (2014) found that single CEOs are more 
than married CEOs They prefer to take risks and perform more actively in investment [4]; the 
macroeconomic environment of CEO's early work will also affect the development of their 
future employment path and the shaping of personal management style. Managers who have 
experienced economic crisis have relatively conservative management style (Schoar and Zuo, 
2017) [5]. There are also some studies on the impact of a certain employment experience of 
managers on risk-taking. Senior managers' military experience (Malmendier et al., 2011; Lai Li 
et al., 2017) [6,7] and overseas experience (Song Jianbo et al., 2017) [8] can improve the level 
of enterprise risk-taking. According to Liu yuanxiu et al. (2016), the past employment dilemma 
experience has improved the ability of CEOs to deal with corporate financial distress [9]. Du 
Yong and Zhang Huan et al. (2018) found that CEO's overseas experience has a negative impact 
on enterprise's earnings management [10]. Xia Han (2019) believes that the investment 
efficiency of executives with overseas experience is higher [11]. This kind of experience will 
shape the personal characteristics of CEOs who are more adaptable to and understand the 
overseas market environment from the perspective of cognition and ability, which makes it 
easier to take the decision-making behavior of OFDI. 

The main contributions of this paper are as follows: firstly, most of the existing literatures focus 
on the influence of executive members or top management team on enterprise performance 
level, R & D innovation investment and earnings management. This paper focuses on the main 
decision makers of enterprises, examines the impact of CEO's employment experience on the 
enterprise's outward foreign direct investment, and discusses what kind of brand the overseas 
employment experience will have on the CEO So as to affect their investment decision-making 
behavior. Secondly, previous literature has studied a lot about the impact of CEO's military 
experience and great depression experience on CEO. Based on the micro level, this paper selects 
overseas experience from CEO's personal employment experience to explore its impact on 
outward foreign direct investment. Finally, previous studies on CEO's personal characteristics 
mostly focus on the upper echelons theory and behavioral finance theory. This paper enriches 
the application of theories in the existing literature from the perspective of imprinting theory. 

3. Theory and hypothesis 

3.1. Imprinting theory 

The theory of imprinting originated from the field of biology. Lorenz (1937) [12], a German 
biologist, first proposed the concept of imprinting. He believed that animals will experience 
certain important periods in their early growth, and the influence formed during this period 
will brand animals, thus having a lasting impact on their future behavior. Lorenz mainly 

http://dict.cnki.net/dict_result.aspx?scw=%e9%ab%98%e9%98%b6%e6%a2%af%e9%98%9f%e7%90%86%e8%ae%ba&tjType=sentence&style=&t=upper+echelons+theory
http://dict.cnki.net/dict_result.aspx?scw=%e9%ab%98%e9%98%b6%e6%a2%af%e9%98%9f%e7%90%86%e8%ae%ba&tjType=sentence&style=&t=upper+echelons+theory
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emphasizes two important characteristics of imprinting: imprint is produced in the sensitive 
period of individual experience, and the impact of imprinting on individual is continuous. In 
fact, the idea of imprinting theory is widely used, from the industry level (Stinchcom be, 2000) 
[13] to the company level (Marquis, 2003) [14], and then to the individual level (Johnson, 2007) 
[15]. These cross level studies enrich the imprinting theory. Stinchcombe (1965) [16] 
introduced the concept of "Imprinting" into the field of organization to study how the 
environment of an organization has a lasting impact on the organization. Marquis and tilcsik 
(2013) defined the concept of organizational imprinting. They believe that organizational 
imprinting is some of the characteristics formed by an enterprise to adapt to its environment 
during the sensitive period. After that, even if the external environment changes, these 
characteristics can still have a lasting impact on the organization [17]. The application of 
imprinting theory in the organizational level has been relatively rich, but its application in the 
personal level, especially in the field of CEO, has only recently attracted the attention of 
domestic scholars. 

Past experience includes events that individuals have seen, done or encountered, but not all 
events in the past experience have a lasting impact on CEO. According to the previous 
description of the sensitive period, only the experience in the sensitive period will brand the 
CEO and have a lasting impact. Based on the existing literature, this paper divides the impact of 
past experience on CEOs into two categories: cognition and competence. Foreign scholars 
studying the experience of the Great Depression (Malmendier et al, 2011) have found that CEO's 
experience of the great depression will affect their perception of risk [7]. Similarly, domestic 
scholars have found that CEO's three-year experience of natural disasters will change their 
cognitive structure. For example, Shen Weitao and Xing Xiaoyu (2014) pointed out that three 
years of natural disaster experience weakened CEO's risk-taking ability and enhanced CEO's 
fear of uncertainty [18]; Zhao Minwei and Yan Yanyang (2015) believed that three-year natural 
disaster experience changed CEO The cognition of the importance of risk prevention and the 
ability to repay external debt will form irrational psychological prevention [19]. Fu Chaoqi 
(2015) found that CEO's "great leap forward" experience will affect his cognition of the law of 
enterprise development [20]. Cust ó DIO and Ferreira (2013) believe that CEO's past work 
experience makes him accumulate two kinds of experience skills, namely general management 
skills and other skills [21]. Bernile et al. (2017) believe that the experience of catastrophic 
events is an important experience for CEOs, and CEOs can improve their ability to deal with 
emergencies by dealing with catastrophic events[22]. Therefore, the past experience will affect 
the CEO's strategic decision-making. 

3.2. CEO's overseas experience and foreign direct investment 

Due to the differences in cultural systems and economic policies, CEO's overseas employment 
experience is also a process of "Imprinting". In terms of cognitive Imprinting, the environment 
of overseas capital market is quite different from that of China. There is a big gap between the 
protection of investors and the improvement of legal system. CEOs who have worked abroad 
have personal experience in overseas institutional culture and better understand the 
mechanism of foreign market, which will also affect their values and cognitive framework. 
When faced with the choice of OFDI, CEOs with overseas employment experience are more 
confident to make this choice, because they are more familiar with the foreign market 
environment. In terms of ability Imprinting, CEOs with overseas experience tend to have better 
knowledge structure and excellent management ability (Duan and Hou, 2014) [23]. The CEO's 
overseas experience helps the CEO better understand the rules of the game in the overseas 
market, and has his own judgment and opinions on the industry and the whole market 
environment. Their own management ability and risk prediction ability will also be higher. 
Therefore, CEOs with overseas employment experience are more willing to take foreign direct 
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investment decisions, compete for the market in their familiar capital world, expand the 
business scope of enterprises, and enhance the competitiveness of enterprises when they are 
in the fierce domestic competition situation. Therefore, this paper puts forward that: 

Hypothesis 1: CEO's overseas employment experience has a positive impact on OFDI. 

3.3. The regulatory role of managerial discretion 

The internal governance environment of enterprises will limit the exertion of CEO's power. 
Managerial discretion is the space for CEO to exert his position power in the enterprise. 
According to strategic choice theory, Abraham Hamson and Hambrick (1995) believe that the 
greater the decision-making power of a manager, the more space and opportunities he can 
make decision-making, so his strategic decision-making will be more innovative and 
differential [24]. Finkelstein and Hambrick (1987) believe that the higher the managerial 
discretion of managers, the greater the impact of management on organizational performance 
[25]. The more managerial discretion of CEO management is, the more space can be exerted. 
And the enterprise giving CEO enough managerial discretion also represents the recognition of 
CEO, which will encourage CEO to take more active strategic measures and management 
behavior in order to achieve better performance, and more inclined to foreign direct 
investment. CEOs with overseas experience will have better risk-taking ability and preference. 
When the CEO has higher managerial discretion, he can exert greater influence on the 
enterprise, and his personal characteristics will be easier to play his role in CEO decision-
making. Therefore, we propose that: 

Hypothesis 2: managerial discretion has a positive moderating effect on CEO's overseas 
experience and foreign direct investment. 

4. Materials and Methods 

4.1. Sample selection 

This paper selects the data of Shanghai and Shenzhen A-share listed companies from 2008 to 
2018 as the research samples, and conducts screening: (1) excluding the listed companies in 
the financial and insurance industry; (2) excluding the samples with missing values and related 
data in the model. Finally, 35053 observations from 2459 companies were obtained, which 
belong to unbalanced panel data. The data needed for the study were all from CSMAR database. 

4.2. Model setting and variable description 

This paper constructs the following empirical model 

 

OFDI = β0 + β1 ×Overseaback+βi × Controls + ϵ                                     (1) 

OFDI = β0 + β1 ×Overseaback+β2 × MD + βi × Controls + ϵ                          (2) 
 

4.2.1. Explanatory variable 

Overseas back: whether the CEO has ever worked abroad. Yes is set to 1, otherwise it is 0. 

4.2.2. Explained variable 

OFDI: when the company does have outward foreign direct investment in the year of the report 
date, it is counted as 1, otherwise it is 0. 

4.2.3. Moderator variable 

Management discretion (MD). Most of the existing studies measure management decision-
making power from two aspects, enterprise level and industry level. Boyd (2013)[26]and 
others believe that the measurement at the enterprise level is more effective, because even if 
the enterprises are in the same industry, they will be subject to different restrictions. Therefore, 

http://dict.cnki.net/dict_result.aspx?scw=%e8%b0%83%e8%8a%82%e5%8f%98%e9%87%8f&tjType=sentence&style=&t=moderator+variable
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this paper adopts the enterprise level measurement index, and the index system adopts the 
three-dimensional method proposed by Hambrick and Finkelstein (1987) [25], including the 
position right, remuneration right and operation right of managers. Position right is the legal 
power that managers are given in accordance with relevant enterprise rules and regulations. 
The board of directors in an enterprise has a supervisory effect on the CEO, which will limit the 
power of the CEO to a certain extent. When the CEO and the chairman of the board of directors 
are in one position, the CEO's discourse power in the board of directors increases, and then 
weakens the board's restriction on the CEO's power. Therefore, this paper uses whether the 
CEO and the chairman of the board are combined to measure the CEO's position power. If the 
two positions are combined, the variable isduality is 1, otherwise it is 0. The right to 
remuneration reflects the contribution and status of CEO in the enterprise. This paper uses the 
proportion of CEO's compensation to total executive compensation to measure CEO's 
compensation right. The larger the proportion, the greater the CEO's right to remuneration. The 
operation right represents the resources that an enterprise can control. When the CEO has more 
resources at his disposal, the more space the CEO can play in the process of enterprise 
development. Working capital is an important resource among the numerous resources of an 
enterprise, and the disposable space of working capital is large. Therefore, this paper uses the 
ratio of enterprise working capital to enterprise operating income to measure the size of CEO's 
operation power. The larger the value is, the greater the space of behavior decision-making that 
CEO can play in enterprise management. In this paper, the mean value of the normal standard 
value of these three variables is taken as the management discretion. 

4.2.4. Control variables 

① Age of enterprise (cage): measured by the difference between the observation year and the 
establishment year. ② Enterprise size. It is expressed by the natural logarithm of the total 
assets at the end of the period. ③ Financial leverage (Lev): the ratio of total liabilities to total 
assets of an enterprise. ④ Corg: the ratio of owner's equity to total liabilities. ⑤ Foreign Inv: 
the shares held by foreign investors are counted as 1; otherwise, they are counted as 0. ⑥ 
Equity concentration (Top1): measured by the shareholding ratio of the largest shareholder. 
⑦ Board scale: measured by the number of directors. ⑧ Independent director ratio (ind): the 
ratio of the number of independent directors to the total number of the board of directors. ⑨ 
CEO share: the number of CEO shares divided by the total number of shares in the enterprise. 
⑩ Year: dummy variable of year. ⑪ Industry: industry dummy variable. 

5. Results 

5.1. Descriptive statistics 

 
Table 1: Descriptive statistics 

variable N mesn sd p50 min max 
OFDI 35053 0.5920 0.4910 1.0000 0.0000 1.0000 

Overseaback 35053 0.0448 0.2070 0.0000 0.0000 1.0000 
Cage 35053 16.0100 5.7540 16.0000 3.0000 30.0000 
Size 35053 22.1600 1.3780 21.9900 19.3700 27.0000 
LEV 35053 0.4520 0.2130 0.4510 0.0535 0.9320 
Corg 35053 2.2340 2.8980 1.2180 0.0729 17.6900 

ForeignInv 35053 0.0586 0.2350 0.0000 0.0000 1.0000 
TOP1 35053 35.1500 15.0900 32.9500 8.7300 74.8200 

BoardScale 35053 8.7460 1.7250 9.0000 5.0000 15.0000 
Ind 35053 0.3720 0.0526 0.3330 0.3330 0.5710 

CEOShare 35053 6.8260 13.0000 0.0000 0.0000 54.2300 
MMROA 35053 0.4950 0.5000 0.0000 0.0000 1.0000 

MD 35053 -0.0035 0.5770 -0.0806 -3.3050 44.1600 

http://dict.cnki.net/dict_result.aspx?scw=%e5%8f%98%e9%87%8f%e5%90%8d&tjType=sentence&style=&t=variable+name
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Table 1 shows the descriptive statistical results of the main variables. From the control 
variables, we can see that there is a big difference in the age of enterprises, there are aggressive 
young enterprises, there are also growing mature enterprises; from the perspective of 
profitability, the difference is also increasing; it shows that the management situation of CEOs 
is complex and diverse, and they are facing different challenges. 

5.2. Correlation analysis 

The Pearson correlation coefficients between the main variables are reported in Table 2, The 
overseas employment experience (Overseaback) of CEO is positively correlated with OFDI at a 
significant level of 10%. Hypothesis 1 of this paper is preliminarily supported. The age of 
enterprise (Cage), size of enterprise (Size) and CEO share in the control variables are also 
significantly positively correlated with outward foreign direct investment (OFDI), which 
indicates that the larger the enterprise scale and the more mature the operation, the CEO will 
be the more powerful the CEO is, the more likely he is to adopt OFDI strategy. 

Table 2: Correlation analysis 
 OFDI Overseaback Cage Size LEV Corg ForeignInv TOP1 BoardS~e Ind CEOShare MMROA MD 

OFDI 1             
Overseaback 0.102 1            

Cage 0.0739 -0.0126 1           
Size 0.258 -0.0215 0.208 1          
LEV 0.0125 -0.0614 0.220 0.467 1         
Corg -0.0561 0.0516 -0.184 -0.357 -0.749 1        

ForeignInv 0.0275 0.0940 -0.0970 -0.0579 -0.102 0.0998 1       
TOP1 -0.0107 -0.0158 -0.133 0.216 0.0481 -0.0294 0.0505 1      

BoardScale -0.0065 -0.0416 0.0138 0.254 0.153 -0.133 -0.0015 0.0148 1     
Ind 0.0500 0.0180 -0.0162 0.0354 -0.0105 0.0292 -0.0145 0.0539 -0.444 1    

CEOShare 0.0438 0.0544 -0.265 -0.261 -0.296 0.263 0.0215 0.0001 -0.194 0.0773 1   
MMROA -0.0201 0.0108 -0.113 -0.170 -0.258 0.187 0.0260 -0.0165 -0.0360 -0.0007 0.0884 1  

MD 0.0127 0.0531 -0.0726 -0.152 -0.124 0.109 0.0445 -0.0506 -0.129 0.0428 0.198 0.0267 1 

5.3. Regression results 

Table 3. Regression results 
 (1) (2) (3) 

Cage -0.0171*** -0.0171*** -0.0170*** 

 (-6.3118) (-6.2912) (-6.2458) 
Size 0.6172*** 0.6211*** 0.6239*** 

 (-45.5337) (-45.6385) (-45.7169) 
LEV -1.1890*** -1.1786*** -1.1789*** 

 (-11.8864) (-11.7446) (-11.7410) 

Corg -0.0583*** -0.0606*** -0.0614*** 
-

0.0614*** 

 (-9.0716) (-9.3540) (-9.4652) 
ForeignInv 0.3556*** 0.2807*** 0.2716*** 

 (-6.5638) (-5.124) (-4.9524) 

TOP1 -0.0070*** -0.0070*** -0.0070*** 
 (-7.9151) (-7.8689) (-7.7970) 

BoardScale -0.0124 -0.0106 -0.009 

 (-1.3943) (-1.1882) (-0.9998) 
Ind 0.2894 0.2563 0.2518 

 (-1.0583) (-0.9342) (-0.9174) 

CEOShare 0.0077*** 0.0076*** 0.0071*** 
 (-7.2682) (-7.1186) (-6.5624) 

Overseaback  1.0950*** 1.0373*** 

  (-14.4936) (-13.3416) 
MD   0.0666** 

   (-2.3887) 
interact   0.3395** 

   (-2.3504) 
_cons -13.1250*** -13.2704*** -13.3362*** 

 (-36.5557) (-36.9563) (-37.0365) 
N 35053 35053 35053 

Note: * *, * *, and * are significant at 1%, 5% and 10% levels, respectively. 
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Column (2) of Table 3 reports the regression results of CEO's overseas employment experience 
(Overseaback) and OFDI. The estimation coefficient of overseas back is 1.0950, which is 
significant at the level of 1%. It shows that there is a positive correlation between CEO's 
overseas employment experience and OFDI, and hypothesis 1 is verified. 

Column (3) of Table 3 is the regression result after adding the interaction(interact) between 
management discretion (MD) and CEO's overseas employment experience (Overseaback) in the 
model of column (2). The coefficient of the interaction(interact) is 0.3395, which is significant 
at the level of 5%. It shows that executive management discretion has a positive moderating 
effect on CEO's overseas employment experience and outward foreign direct investment The 
greater the CEO's management discretion, the more likely the positive relationship between 
CEO's overseas employment experience and enterprise's oueward foreign direct investment is 
strengthened, and hypothesis 3 is supported. 

5.4. Endogeneity test 

In this paper, the fixed effect method is used to alleviate the problem of fixed factors that may 
not change with time. The results show that CEO's overseas employment experience promotes 
enterprises' OFDI, which is still stable. The results are shown in Table 4. 
 

Table 4: Fixed effect model results 
 (1) (2) 

Overseaback 0.1574*** 0.1473*** 
 (-13.8583) (-12.5013) 

Cage -0.0029*** -0.0029*** 
 (-5.8284) (-5.8160) 

Size 0.1131*** 0.1136*** 
 (-49.0257) (-49.1822) 

LEV -0.2284*** -0.2283*** 
 (-12.1656) (-12.1644) 

Corg -0.0117*** -0.0118*** 
 (-9.4187) (-9.5388) 

ForeignInv 0.0551*** 0.0533*** 
 (-5.4469) (-5.2574) 

TOP1 -0.0013*** -0.0013*** 
 (-7.5770) (-7.5339) 

BoardScale -0.001 -0.0008 
 (-0.6305) (-0.4769) 

Ind 0.0631 0.0617 
 (-1.2438) (-1.2164) 

CEOShare 0.0015*** 0.0014*** 
 (-7.3847) (-6.8525) 

MD  0.0111*** 
  (-2.6823) 

interact  0.0616*** 
  (-2.8626) 

_cons -1.8890*** -1.9019*** 
 (-36.9782) (-37.1382) 

N 35153 35153 
r2_a 0.1779 0.1783 

 

6. Conclusion 

Based on the sample of Shanghai and Shenzhen A-share listed companies from 2008 to 2018, 
this paper studies the influence of CEO's overseas employment experience on outward foreign 
direct investment and the moderating effect of management discretion on the relationship 
between them. The main conclusion is: CEOs with overseas employment experience are more 
likely to implement outward foreign direct investment. Their overseas employment experience 
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improves their management ability and helps them better understand the foreign market. 
Therefore, CEOs are more willing to adopt OFDI strategies to expand the overseas market of 
enterprises. Management discretion has a positive moderating effect on CEO's overseas 
employment experience and foreign direct investment. The greater the management discretion, 
the greater the management power the CEO can play. The CEO with greater management 
discretion will be more motivated to make more positive strategic decisions for personal 
performance and enterprise performance, and the CEO has more space to play his authority. 

This shows that we should give full play to the positive role of returnees. This paper also has 
some enlightenment on the selection and appointment of talents: first, support enterprises to 
introduce overseas talents, especially management talents with overseas working experience. 
They have broader vision and more experience in overseas market operation. The introduction 
of such talents can help enterprises to develop continuously in the fierce competition 
environment. Second, the enterprise should give the CEO certain management decision-making 
power, which helps the CEO to better play his personal characteristics. 
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