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Abstract

Our analysis of 4605 individual evaluations of the 60 companies in the
Reputation Quotient Annual 2000 study suggests that foreign-headquartered
companies are less attractive employers, whereas more international compa-
nies are more attractive. Moreover, we find that gender, race, respondent age
and educational level significantly interact with our foreignness variables in
predicting company attractiveness.
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Introduction

Organizations depend upon external constituencies for critical
resources. Yet little international business research examines
factors causing these constituencies to pursue behaviors that
support firms, such as seeking employment. We partially address
this gap by first examining whether firms’ foreignness (measured
by whether they have foreign headquarters (HQ) and their degree
of internationalization (DOI)) influences their attractiveness as
potential employers. We then examine how the individual
demographic characteristics of gender, race, age, education, and
household income interact with foreignness in predicting organi-
zational attractiveness.

Examining how foreignness and its interactions with demo-
graphic variables affect organizational attractiveness as a potential
employer is important. First, resource dependence (Pfeffer and
Salancik, 1978), institutional (DiMaggio and Powell, 1983) and
stakeholder (Freeman, 1984) theories suggest that perceptions of
external stakeholders (e.g., potential employees) influence firm
performance. As firms compete to hire employees, attractiveness as
potential employers may signal their future performance potential.
Particularly in knowledge-based economies (Kogut and Zander,
2003), employees’ knowledge, skills and experiences are critical
resources that help companies achieve and sustain competitive
advantage (Hall, 1993; Hitt et al., 2001). As internally developed
competitive advantages are more difficult to imitate, firms are
increasingly focusing on within-company knowledge creation and
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development of learning processes (Peteraf and
Barney, 2003). These strategies require human
resource foundations, causing competition for scarce
human capital to intensify (Bartlett and Ghoshal,
2002). Being attractive to potential employees helps
firms hire the best human capital available.

Second, potential employees have been shown to
find firms with which they identify based on
corporate social responsibility reputations as more
attractive (Turban and Greening, 1997). In addi-
tion, characteristics such as gender, race, age,
education, or household income may shape identi-
fications with firms.

Third, previous liability of foreignness (LOF)
studies (e.g., Hymer (1976); Mezias (2002)) gener-
ally focused on a firm level, without considering
how individual perceptions influence these liabil-
ities. Foreign firms' lack of embeddedness in local
institutional environments (Zaheer, 1995) may
affect individual perceptions of firm attractiveness,
depending upon potential employee characteris-
tics. Thus, examining demographic variable inter-
actions with company foreignness could greatly
supplement our understanding of how liabilities of
foreignness occur.

Fourth, previous LOF studies generally focused on
negative foreignness aspects. By breaking foreignness
into two components, HQ location and DOI, we
may capture both negative and positive influences of
foreignness on organizational attractiveness.

Our analysis examines an important antecedent
of movement capital (Trevor, 2001), which relates
to voluntary employee turnover (Shaw et al., 1998).
March and Simon (1958) explained employee
turnover as a function of two variables: individual
employee attributes causing employees to desire
other jobs and the degree to which economic
conditions allow employees to find them. Move-
ment capital, defined as ‘individual attributes that
enhance mobility’ (Trevor, 2001: p 621), builds on
the first variable. Demographic variables may
influence employee mobility by enhancing or
diminishing potential applicants’ attraction to
potential employers. For example, if higher-income
persons anticipate few opportunities to achieve
comparable salaries, they may be less likely to
pursue alternative employment. We expand this
research to include potential employees’ attraction
to foreign firms, which are an important employer
base in the US. Characteristics that attract employ-
ees to purely domestic firms may not necessarily
facilitate movement to foreign-headquartered or
more international firms. Hence potential employ-
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ees’ movement capital may change depending on
potential employers’ foreignness.

As we examine other firms’ attractiveness, rather
than satisfaction with and/or commitment to
current employers (Rusbult and Farrell, 1983), our
perspective differs from most movement capital
studies. Consistent with Rynes (1993), we also differ
by taking applicants’ perspectives, rather than
potential employers’. Our work is consistent with
the behavioral intentions literature (e.g., Liden and
Parsons, 1986; Pierce and Dunham, 1987), as we
examine attractiveness perceptions rather than
actual employment decisions.

In the following section, we develop hypotheses
based upon the above discussion. We then present
the study methodology, followed by our results.
Our analysis is based upon 4605 individual evalua-
tions of the 60 companies examined as part of the
Reputation Quotient (RQ) Annual 2000 study
sponsored by the Reputation Institute and con-
ducted by Harris Interactive. We conclude with
some general implications.

Theory and hypotheses development
Organizational attractiveness is defined as the
degree to which a respondent would personally
seek a company as an employer (Turban and
Greening, 1997) and would recommend the com-
pany as an employer. Organizational attractiveness
indicates firms’ abilities to hire qualified indivi-
duals. This ability, in turn, influences both indivi-
dual and organizational-level outcomes, such as
work attitudes, turnover, stress, pro-social beha-
viors, work performance and, ultimately, firm
performance (Kristof, 1996). Although we generally
frame our arguments herein from potential
employees’ viewpoints, we also incorporate com-
pany-focused logic, because respondents may judge
company attractiveness partially based on whether
companies would encourage their application and
provide a supportive work environment.

The US is the world’s largest cumulative inward
foreign direct investment (FDI) destination
(UNCTAD, 2003), and many US employees work
for foreign firms, providing a key context for
examining the effects of foreignness on organiza-
tional attractiveness. Biases regarding foreign firms
also exist in other developed countries. For exam-
ple, among various European countries, national
firms generally have better reputations than foreign
ones (Aperia et al., 2004; Fombrun and Van Riel,
2004). Thus, our sample allows comparisons with
other US and European-based LOF studies (e.g.,
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Mezias, 2002; Miller and Richards, 2002). However,
examining foreignness in other contexts, particu-
larly developing countries, might suggest different
hypotheses. In developing countries, where local
companies may have limited skills and primarily
local networks, foreignness may be considered
advantageous because of better working conditions,
and greater access to technology, international
networks and large overseas markets.

Foreign HQ, internationalization and
organizational attractiveness

We first address the relationship between foreign-
ness and organizational attractiveness, distinguish-
ing two foreignness dimensions: whether firms
have foreign HQs (Hymer, 1976), and the extent
of their foreign operations, or DOI (Contractor
et al., 2003). To date, the relationships of these
variables with attractiveness as an employer have
not been empirically studied to our knowledge.

For clarification, our arguments do not necessa-
rily assume respondents know whether a firm is
foreign. As foreign firms are likely to conduct
operations differently from domestic firms, these
different operating patterns may influence organi-
zational attractiveness indirectly: that is, some LOF
elements derive from foreign firms’ limited knowl-
edge about doing business locally rather than
individual ethnocentrism or nationalism. Thus, in
addition to direct foreignness effects on firm
attractiveness, there might also be indirect effects
that make these firms more or less attractive even
when potential employees are not aware of the
distinction. Therefore, although important, this
issue does not appear to be critical.

Regarding foreign HQ, the IHRM and LOF
literatures suggest a negative relationship with
organizational attractiveness. First, employment
practices vary across nations (Zaheer, 1995; Ferner,
1997), and parent cultures and HR practices imprint
on their subsidiaries (Robinson, 1995). Thus, com-
pared with domestic firms, foreign firms may
operate in ways that hinder potential local employ-
ee understanding or adjustment (Adler, 2001; New-
burry, 2001). Although multinational corporations
(MNCs) adopt strategic HR orientations with var-
ious local adaptation levels (Schuler et al., 1993;
Taylor et al., 1996), some home country elements
generally remain (e.g., Hayden and Edwards, 2001).

Second, Mezias (2002) found foreign-headquar-
tered firms more likely to litigate labor lawsuits
than domestic firms in the US, and less knowledge-
able about US labor practices and legal systems.

Negative publicity from these trials (e.g., the
Mitsubishi gender and race bias cases; Anon,
2000), may make these firms unattractive to
potential employees.

Third, some foreign-headquartered companies
appear to treat employees better than their domes-
tic counterparts to overcome their LOF and
improve attractiveness, suggesting that foreign
firms have initial hiring disadvantages. For exam-
ple, Japanese subsidiaries operating in the US often
compensate employees at higher rates than US
firms (Mincer and Higuchi, 1988; Lipsey, 1994).
Similarly, DaimlerChrysler's Alabama plant pays
over twice the state’s average hourly production
wage, plus health and retirement benefits (Brooks,
2002). Although individual foreign firms may offer
better benefits than domestic firms when main-
taining core home country policies is most efficient
(Schmitt and Sadowski, 2003), in the aggregate,
other foreign HQ disadvantages may overwhelm
these cases. While foreign firms may pay more to
attract employee groups viewed as critical to
competitiveness, domestic competitors desiring
industry leadership positions may act similarly.
Thus, foreign firms’ pursuit of this option exceed-
ing domestic firms may still indicate LOF.

Fourth, foreign-headquartered firms also may
face opposition based upon nationalistic tenden-
cies of potential employees. Campaigns such as
‘Buy American Products’ (www.bac-america.org),
while not directly addressing employment, may
cause potential employees to favor domestic com-
panies. Ethical fit influences behavioral intentions
regarding employee turnover (Sims and Kroeck,
1994).

Finally, as foreign-headquartered companies
appear less domestically entrenched, they may
seem more likely to retreat in difficult times. As
foreign-headquartered firms’ primary allegiances
are to HQ country shareholders (Hymer, 1976),
they may be more likely to shut foreign operations
during unfavorable conditions, and thus may be
less attractive employers. Based upon the above
arguments, we hypothesize:

H1: Foreign-headquartered firms are less attrac-
tive potential employers than domestic firms.

International business refers to ‘all commercial
transactions — private and governmental — between
two or more countries’ (Daniels and Radebaugh,
2001: p 3). Accordingly, internationalization refers
to the process by which organizations become more
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international in these transactions. DOI has been
associated with financial performance and other
firm outcomes. Contractor et al. (2003) synthesized
many such studies, suggesting an s-shaped relation-
ship between DOI and performance. Lu and
Beamish (2004) found similar results. As domestic
companies could become more ‘foreign’ in nature
as operations become proportionally less domestic,
we suggest that splitting DOI from having a foreign
HQ provides a more complete understanding of
foreignness. With foreign HQ and DOI separated,
firms can have consistent foreignness attributes
(e.g., a foreign HQ with a high DOI), or contrasting
foreignness attributes (e.g., a domestic HQ with a
high DOI).

Regarding DOI’s effect on company attractive-
ness, more international companies may provide
many employment benefits. For example, interna-
tional firms might provide greater security from
economic downturn because they operate in mar-
kets with different business cycles. Further, as
foreign assignments are often a developmental step
for executive-level positions (Edstrom and Gal-
braith, 1977), potential employees seeking foreign
assignments as developmental activities may per-
ceive higher DOI firms as more attractive. Similarly,
these firms might provide greater opportunities to
travel and connect with a global economy, attri-
butes that are attractive to some employees. Finally,
DOI relates positively to performance in the
portion of Contractor et al’s (2003) s-curve
accounting for most companies, thus promoting
perceptions of greater success and attractiveness.
Although some foreign-headquartered firms may
offer similar benefits (e.g., economic diversification
and travel), higher DOI firms may offer these
benefits without the drawbacks of a foreign HQ
discussed in Hypothesis 1. Thus, Hypothesis 2
follows:

H2: Firms with a higher DOI are more attractive
potential employers than firms with a lower DOIL.

Demographic interaction hypotheses

We now discuss possible interactions of foreign HQ
and DOI with five demographic characteristics.
Employee demographic characteristics can influ-
ence their attraction to other jobs, which is an
important influence on movement capital creation
(Trevor, 2001). While previous movement capital
studies generally have focused on changing
employment among a relatively homogeneous set
of firms, characteristics that attract employees to
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domestic firms may not necessarily facilitate move-
ment to foreign-headquartered or more interna-
tional firms.

Gender

The gender literature is mixed regarding how
women perceive foreign companies. We partially
reconcile this literature by differentiating between
foreign HQ and DOI. For clarification, our gender
arguments do not directly address whether women
prefer foreign (or international) firms to domestic
firms but, rather, whether they prefer them more
than men do.

First, women may face negative consequences in
foreign-headquartered firms. US news highlights
cases where women are relatively disadvantaged
overseas. Napier and Taylor (2002: p 837) argued
that ‘regardless of setting, women faced challenges
of gaining credibility.” As noted earlier, foreign-
headquartered firms often import home country
management practices, perhaps including expecta-
tions regarding women’s roles. For example, in
1996, Mitsubishi (a Japanese firm) faced US govern-
ment charges for physical and verbal abuse against
women (Aeberhard-Hodges, 1996). Awareness of
potential obstacles may discourage women from
pursuing careers with foreign-headquartered com-
panies. Although some developed countries have
‘gender gaps’ smaller than those in the US, favor-
able foreign country conditions may be less known
and women may have greater confidence in US
firms to meet legal requirements operating both at
home and abroad.

Likewise, home-country stereotypes about
women may reduce the attractiveness of women
as employees in foreign-headquartered companies.
Women may possess less movement capital in these
firms, making the relationship between foreign HQ
and organizational attractiveness more negative.
‘Women worldwide continue to be underrepre-
sented in management’ (Tharenou, 2001: p 1005).
As a counterargument, Napier and Taylor (1995)
found Japanese firm employees in Japan more
accepting of female expatriates than Japanese
women, suggesting that attitudes towards women
of other cultures may not be as extreme as predicted
above. However, dealing with other companies’
expatriates may differ significantly from hiring
foreign women. Thus, the applicability of this
counterargument is unclear. Moreover, labor law-
suits against foreign firms in the US (Mezias, 2002)
suggest that women remain disadvantaged.

Journal of International Business Studies
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As we discuss later, US women may be more
inclined to pursue international-related assign-
ments (either domestically or as expatriates) than
suggested above (Adler, 2002). However, although
women may desire these assignments, they may
prefer pursuing them with US-based firms, where
their potential contribution may be more appre-
ciated. Caligiuri and Lazarova (2002) modeled
temale expatriate cross-cultural adjustment based
upon sources and types of local interactions and
relationship-formation antecedents. Host country
mentors and cultural constraints toward develop-
ing relationships with women influenced adjust-
ment. These influences also might apply to women
working for foreign companies in the US. Hence
women may find foreign-headquartered firms less
attractive than men do. Accordingly, Hypothesis 3a
follows:

H3a: Foreignness and gender will interact such
that foreign-headquartered firms will be less
attractive to potential female employees than to
potential male employees.

Separate research highlights women’s capabilities
and motivation to seek internationally oriented
positions. Women are increasingly accepting global
managerial positions (Adler, 2002), and are as likely
to succeed in international assignments as men
(Forster, 1999). Although the number of women
(and men) who desire these assignments may be
small, women, whose work opportunities histori-
cally have been limited, may appreciate interna-
tional firm opportunities more than men. Many
international companies remain reluctant to utilize
women employees internationally, but women
nonetheless have greater international opportu-
nities in these companies than in domestic com-
panies.

Internationalization does not necessarily imply
foreign ownership. Thus, women may be attracted
to opportunities offered by international firms,
without experiencing negative attitudes toward
women potentially associated with foreign-head-
quartered firms. Adler (2002) suggested that global
companies must harness all workforce skill sets to
compete better. If women, as an underrepresented
group, are increasingly recognized for their unique
skills, they may become more attractive employees.
Chatman and O’Reilly (2004: p 193) found that
‘women expressed a greater likelihood of leaving
homogeneous (all-women) groups than did men,’
theorizing that women leave to pursue expected

higher status. Although domestic in context, this
research suggests that women also might join
international firms for status-increasing opportu-
nities. Likewise, Forster (1999) observed that
women viewed international assignments as oppor-
tunities to increase their upward mobility. As
women are relatively underrepresented as expatri-
ates, despite being more inclined to pursue inter-
national-related  assignments  than  actual
assignment numbers suggest (Adler, 2002), the
draw of international companies might be espe-
cially strong. Additionally, many companies in the
US are under pressure to diversify their ranks,
especially in management. If companies acknowl-
edge that expatriate experience is crucial or at least
preferred for advancement, in order to groom
women for management positions they may feel
obligated to offer a percentage of these assignments
to women. Accordingly, women may be more
attracted to more international firms than men
are, and thus Hypothesis 3b follows:

H3b: DOI and gender will interact such that firms
with a higher DOI will be more attractive to
potential female employees than to potential
male employees.

Race

With gender, race remains a major area of US
workplace discrimination. Race has been significant
in predicting performance ratings, management
potential ratings, job satisfaction and job suitability
ratings (Cox and Nkomo, 1993). However, most US-
focused race research has studied Blacks, with less
attention paid to other minorities (Nkomo and
Cox, 1996). Herein, we examine Blacks, Hispanics
and Asians, in comparison with Whites.

In the US, Whites often hold jobs with higher
status and wages (Chattopadhyay, 1999). Addition-
ally, racial dissimilarity negatively influences orga-
nization-based self-esteem and peer relations for
Whites in minority-dominated groups, but not for
minorities in White-dominated groups (Chattopad-
hyay, 1999). Zatzick et al. (2003) found that
voluntary turnover likelihood decreases as the
proportion of employees from one’s own race
increases. Yet minorities expect to work with
dissimilar races and often develop mixed-race
support networks, whereas Whites rely on same-
race networks (Ibarra, 1995). Thus, minorities may
be more attracted than Whites to foreign firms,
where interaction with different races is more
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likely. However, evidence regarding specific mino-
rities suggests some opposite effects.

Blacks account for 12.3% of the US population
(US Census Bureau, 2003). Although racial discri-
mination decreased in the US until about 1975,
since then racial equality advancement has stag-
nated (Lundberg and Startz, 1998; Green and
Ferber, 2005). Moreover, although outward atti-
tudes towards Blacks have improved, a new racism
has emerged based on more subtle discrimination,
often couched in terms of person-organization fit
(Brief et al., 1997). Thus, Blacks may prefer working
where they constitute less of a minority. Blacks may
believe discrimination in foreign-headquartered
firms exceeds that in domestic firms because being
a minority is more probable. Foreign firms aware of
this preference may accordingly find potential
Black employees less attractive than Whites ones.
Coupled with racist remarks by Japanese officials
and manufacturers about Blacks (Brown, 1988) and
other Black stereotypes, for example, their propen-
sity for criminal activity (Anon, 1990), Blacks may
perceive fewer opportunities at foreign-headquar-
tered firms, causing them to either avoid seeking
employment at these firms or to not recommend
them to others.

Hispanics account for 12.5% of the US population
(US Census Bureau, 2003), and recently became the
largest US minority group. However, because
of a 26.6 median Hispanic age vs 30.5 for Blacks,
Hispanics may lag behind Blacks in workforce
participation, possibly explaining the limited atten-
tion to Hispanics in employee turnover studies.
Of US Hispanics, 58% are Mexican, with 10%
being Puerto Rican and the remainder representing
Cubans and other Hispanic/Latino groups (US
Census Bureau, 2003). Weaver (2000) found
Mexican-Americans more likely than European-
Americans to attribute achievement to lucky
breaks or help from others rather than personal
hard work. He hypothesized that this partially
reflects Mexican-Americans’ greater reliance on
extended family and friends. Reliance on personal
networks also may relate to language, which
partially accounts for wage differentials between
Hispanics and non-Hispanics (Grenier, 1984).
Hispanics working in US companies often perceive
a glass ceiling with few advancement opportunities,
which increases their turnover intentions (Foley
et al., 2002). This glass ceiling may reinforce
Hispanic reliance on family networks, which
may hinder employment with foreign-headquar-
tered firms because these networks may contribute
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less to these firms. Hispanics may shun pursuing
employment where these networks are unusable.

Asians, the third largest minority group, account
for 3.6% of the US population (US Census Bureau,
2003). In 1997, 61% of US Asians were foreign-
born, compared with 38% for Hispanics and 8% or
less for other major population groups (Council of
Economic Advisors, 1998). To satisfy parent expec-
tations, Asians may ignore personal interests and
attitudes when pursuing occupational fields (Tang
et al., 1999). Further, Asians tend to emphasize
prestige and security over other job values (Leong,
1991). Asians also may be more attractive to foreign
firms because they may be perceived as more
adaptable to multicultural environments. Thus,
potential Asian employees may be more attracted
to and more likely to recommend foreign-head-
quartered firms.

Overall, Blacks and Hispanics may be less
attracted to foreign-headquartered firms than
Whites, whereas Asians may be more attracted to
these firms. Thus, Hypothesis 4a follows:

H4a: Foreignness and race interact such that
Blacks and Hispanics perceive foreign-headquar-
tered firms as less attractive than Whites do and
Asians perceive foreign-headquartered firms as
more attractive.

We also expect race to influence the degree
to which potential employees are attracted to
more international firms. Consistent with Hypoth-
esis 4a, Blacks also may project patterns of
racial discrimination experienced in domestic firms
to more international firms. Additionally, Hispa-
nics may face similar difficulties regarding reliance
on family networks. However, these difficulties
may be relatively fewer because international
firms are not necessarily headquartered overseas,
providing local networks with greater applicability.
Similar to foreign-headquartered firms, Asians
may view international firms as a source of
prestige. In summary, Blacks and Hispanics
may be less attracted to more international
firms than Whites, whereas Asians may be more
attracted to these same firms. Thus, Hypothesis 4b
follows:

H4b: DOI and race interact such that Asians
perceive more international firms as more attrac-
tive than Whites do, and Blacks and Hispanics
perceive more international firms as less attrac-
tive.

Journal of International Business Studies
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Respondent age

As similar age-related arguments apply to
foreign HQ and DOI, we discuss them together.
First, young people are more aware of and open
to other cultures, as a result of increased cultural
interaction and sensitivity from foreign students
in the US and greater international travel (physical
and/or virtual) (Douglas and Craig, 1997).
Thus, foreign HQ and DOI may minimally affect
organizational attractiveness for these potential
employees.

Second, young expatriates with few family
responsibilities may adjust more easily to foreign
assignments (Black et al, 1991; Brett and
Stroh, 1995), and possibly also to foreign-head-
quartered and more international firm employ-
ment in non-expatriate capacities. By contrast,
many older adults matured in a relatively isolated
US, when close family relationships were deemed
more important and people were less likely to
leave their local environment. Thus they may
find foreign firm employment less attractive. Work-
ing for foreign-headquartered or international
firms may increase relocation likelihood, which,
in turn, could increase work-family conflict, which
negatively relates to career satisfaction for older
individuals (Martins et al., 2002). Additionally,
older US prospective employees commonly face
age discrimination (Finkelstein et al., 1995) because
they may be less adaptable to new environments,
more difficult to train, and less likely to maintain
long-term employment. Hence they may be
less likely to pursue employment in unfamiliar
domains, such as those of foreign-headquartered
and, to a lesser extent, international firms. How-
ever, some hypothesize a curvilinear relationship
between age and adjustment, with mid-career
managers having the most difficulty (Feldman,
1991).

On the other hand, foreign-headquartered and
some international firms may view older employees
as desirable because they possess developed local
operating knowledge that these firms may lack. In
particular, Japanese firms value age, which may be
welcomed in foreign employees.

In summary, evidence suggests opposite age-
related moderating relationships. On one hand,
younger employees may be more attracted to
foreign-headquartered/higher DOI firms owing to
greater international exposure. Alternatively, older
employees may be more attractive to these firms
because of their experience in the local operating
environment. While recognizing both arguments,

as we emphasize applicants’ perspectives, Hypoth-
eses S5a and Sb are as follows:

H5a: Foreignness and age will interact such that
foreign-headquartered firm attractiveness will
decrease as respondent age increases.

HS5b: DOI and age will interact such that the
attractiveness of firms with a higher DOI will
decrease as respondent age increases.

Education

‘Although many studies have examined applicant
preferences for job and organizational attributes...,
almost no research has looked explicitly at how
ability and achievement levels might be differen-
tially associated with such preferences’ (Trank et al.,
2002: p 332). Education influences numerous
employment-related variables. For example, it can
increase job satisfaction, through increased job
complexity (Ganzach, 1998). Trevor (2001) found
that, when education increases, the relationship
between job satisfaction and voluntary turnover
becomes more negative, and when education
decreases, the relationship between unemployment
rate and voluntary turnover becomes more nega-
tive.

‘Students with high cognitive ability and all types
of high achievement place greater importance on
interesting and challenging work than do other
students’ (Trank et al., 2002: p 331). Thus, more-
educated applicants may prefer working for foreign-
headquartered and more international firms, which
may present more challenging and interesting work
opportunities than domestic firms. Similarly, Lie-
vens et al. (2001) observed national organizations as
less likely to attract open, creative, and indepen-
dent individuals because these individuals find
multinational organizations more attractive. As
higher educated people tend to possess these traits,
they may be more comfortable interacting with
foreign nationals than people with less education.

Expatriates who are comfortable interacting with
foreign nationals generally adjust better to their
expatriate host country (Kraimer et al., 2001). As
more-educated respondents might likely possess
these same abilities, even in domestic US contexts,
they might be more attracted to foreign-head-
quartered firms than less educated respondents.
Moreover, unemployed persons with high educa-
tion levels are characterized by less psychological,
financial, and health-related stress than those with
low education levels (Kulik, 2000). Accordingly,
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highly educated people may adapt to and even
embrace international company complexities more
easily. Additionally, as more-educated people are
generally more qualified than less educated people,
a self-selection effect might also exist. People who
believe they will get a job are more likely to be
attracted to that job.

In sum, more-educated respondents may have
more career opportunities in general, and may
handle better the complexities of working for
foreign-headquartered or more international com-
panies. Hence more-educated respondents may
possess greater attraction to foreign-headquartered
and more international firms. Thus Hypotheses 6a
and 6b follow:

Hé6a: Foreignness and education will interact
such that foreign-headquartered firm attractive-
ness will increase as respondent education level
increases.

Héb: DOI and education will interact such that
attractiveness of firms with a higher DOI will
increase as respondent education level increases.

Household income

Household income often is seen as a job search
objective. However, income also influences job
search behavior. We suggest that household income
might better reflect perceptions regarding firm
attractiveness than personal income because of
family unit effects. Cross-national evidence sug-
gests that individual income fails to capture
significant employment transitions and household
income changes that impact on a household’s
standard of living (DiPrete, 2003). As household
income affects the need and desire for job change,
it may influence individual perceptions regarding
firms’ attractiveness. For example, employees of
foreign-headquartered or highly international com-
panies, particularly at higher income levels, are
more likely to receive an expatriate assignment or
one with significant travel than in domestic firms.
These assignments influence whole households
because families often support these foreign activ-
ities. An assignment influences spouses’ and/or
children’s income as well. Spousal motivation to
relocate  internationally significantly affects
employees’ efforts to adjust (Sharda and Nangle,
1981; Black and Stephens, 1989). Household
income also influences other employment deci-
sions, such as supplemental work at home (Venka-
tesh and Vitalari, 1992) and interstate migration for
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new jobs (McHone and Rungeling, 1993). There-
fore, as household resources and household risks
can determine individual life conditions and
changes in these conditions (DiPrete, 2003), house-
hold income may better predict company attrac-
tiveness perceptions.

Foreign firms often pay more in the US than
domestic firms do (Mincer and Higuchi, 1988;
Lipsey, 1994). However, these elevated salaries
may be more pronounced when firms choose
between transferring expatriates from home offices
and hiring local managers. As expatriate assign-
ments often involve managerial and/or technical
positions, these decisions might apply most to
people from higher-income households. Although
staffing upper-level positions may be more expen-
sive in the US than in other countries, employing
expatriates may be even more cost prohibitive,
because expatriate salaries can be three to seven
times home base salaries (Jackson and Schuler,
2000). Thus, foreign-headquartered companies may
be willing to pay extra for higher-income positions,
increasing the attraction of people from higher-
income households.

As noted above, high performance ability and
high achieving job applicants place greater impor-
tance on challenging and interesting work (Trank
et al., 2002). As people from higher-income house-
holds might be more likely to possess these traits,
they may be more attracted to foreign-headquar-
tered firms than lower income individuals.

In general, higher incomes hinder the ability to
change jobs and maintain a similar salary. This may
further increase these individuals’ attractiveness to
foreign-headquartered companies, where salaries
may be higher. Although people with lower
incomes may also be attracted to these firms, the
attraction may be relatively less, because they may
have significantly more job opportunities available
to them at similar or greater income levels. Thus,
we hypothesize:

H7a: Foreignness and household income will
interact such that foreign-headquartered firm
attractiveness will increase as respondent house-
hold income increases.

DOI has been positively linked to profitability, at
least within certain internationalization levels
(Contractor et al.,, 2003), thus enabling more
international companies to hire higher-income
employees. However, a need to balance hiring
across multiple countries, most of which have
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average salaries below US salaries, may limit these
firms’ desires to do so.

Nonetheless, international companies may pre-
sent the best option for individuals seeking higher
salaries. First, international firms’ presence in
multiple countries and requisite need for managers
in each host country may require more upper-level
management positions than for similarly sized
domestic firms, thus creating opportunities for
higher-income persons. Second, higher-income
individuals may be more attracted to the opportu-
nities presented above because they have fewer
options for changing employment overall. Third,
individuals from higher-income households may
find more international firms more attractive
because they provide an added level of challenge
and interest over that offered in purely domestic
contexts. Thus, we hypothesize:

H7b: DOI and household income will interact
such that attractiveness of firms with a higher
DOI will increase as respondent household
income increases.

Methods

We utilized a sample of 4605 individual evaluations
of the 60 companies studied in the RQ Annual 2000
study sponsored by the Reputation Institute and
conducted by Harris Interactive (HI) from 10
August to 17 October 2000. Questionnaire items
were developed by one of the authors in conjunc-
tion with the Reputation Institute and HI for the
purpose of exploring individual perceptions of firm
performance.

Database construction consisted of two sampling
levels and phases. During the nominations phase,
HI conducted 4651 online interviews randomly
selected from its Harris Poll Online (HPOL) panel of
over 7 million people and 1010 telephone inter-
views throughout the US in conjunction with the
Harris Poll. HI uses a variety of means, including
partnerships with other companies, public relations
and member benefits, to make its panel representa-
tive of the US population, and particularly targets
low-incidence and hard-to-reach groups.

Respondents were asked to nominate two com-
panies they felt had the best reputations overall and
two companies with the worst reputations overall.
Nominations were open-ended. Any nomination of
conglomerates, wholly owned subsidiaries or
brands was combined when possible. HI con-
structed a list of 45 companies respondents named
most often. A comparison group of 15 other

companies' was added when a firm was the only
one in its industry nominated, creating a total of
60. (For example, Goodyear was added for compar-
ison to Bridgestone/Firestone.)

In the RQ ratings phase, another 26,011 HPOL
respondents were interviewed online and asked to
evaluate up to two companies randomly assigned
from the 60 with which they were at least some-
what familiar as determined by a screening ques-
tion (Asher, 2004). In this context, awareness or
familiarity with a company reflects the incidence
rate within the population. A certain level of
familiarity facilitates random sampling, because a
threshold incidence rate is required.

Of the 26,011 participants, 8419 responded that
they currently worked for a large company, defined
as having 10,000 or more employees. This sub-
sample was asked the degree to which they would
be attracted to or recommend employment with
the randomly assigned companies described above,
resulting in a usable sample of 5866 individual
evaluations, or an average of 126 responses per
company. If a person evaluated two companies, two
cases were included herein. Incomplete demo-
graphic data further reduced the sample to 4605
evaluations.

The sample firms represent a broad section of the
US commercial landscape, including 20 industries.
The nomination process eliminated sampling based
purely on size, and permitted inclusion of both
foreign and domestic firms. Although the US on-line
population is approaching parity with the general
population, some groups are underrepresented (e.g.,
people over the age of 65). Thus, data were weighted
to represent the US adult population (Asher, 2004).
Weighting variables for this study included demo-
graphic variables (i.e., age, gender, and region), non-
demographic variables (i.e., stakeholder status), and
a measure of one’s propensity to participate in online
studies (see Pittau and Zelli, 2004, for an example of
weighting for population characteristics).

Measures

Individual-level data such as organizational attrac-
tiveness, corporate reputation, company knowl-
edge and demographic data originated from the
RQ Annual 2000 study. HQ location (used to
construct our foreign HQ variable), foreign sales,
foreign assets and total assets (used to construct our
DOI measure), company size, and ROA originated
from Standard & Poor’s Research Insight database.
When needed, we supplemented with Securities
and Exchange Commission corporate filings.
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Company age drew from corporate websites and the
Gale Group’s Business and Company Resource
Guide. Secondary data were collected for 1999,
the year prior to the RQ Annual 2000 study.

Dependent variable

Organizational Attractiveness is the mean response of
two questions: ‘Would you personally seek out
(company name) as a place to work?’ and ‘Would
you recommend (company name) to others as a
place to work?’ Responses were based upon a five-
point scale (4=‘Yes, definitely would’ and 0='No,
definitely would not’). We supplemented Turban
and Greening’s (1997) one-item measure, recogniz-
ing that individuals who are satisfied with their
own jobs or who lack necessary training to work for
a firm may still find it attractive for others. As our
organizational attractiveness and company knowl-
edge measures were obtained from the same
questionnaire, we ran a factor analysis using
varimax rotation to verify that these were distinct
constructs. The attractiveness items loaded on a
single component with factor loadings above 0.85
and no cross loadings above 0.20. Additionally, no
other variable items loaded on organizational
attractiveness above 0.20. The factor eigenvalue
was 1.43, explaining 20.43% of variance.

Independent variables

Foreign HQ is a dichotomous variable, coded as 1 if
the firm’s HQ was located outside the US and O if
located in the US. DOI is measured using the mean
of foreign sales to total sales (FSTS) and foreign
assets to total assets (FATA). FSTS and FATA were
significantly correlated at 0.59, and loaded on one
factor with an eigenvalue of 1.59, explaining
79.66% of variance.

Respondent demographic variables are self-
reported. Gender is dichotomous, coded 1 for
females and O for males. Race is a series of
dichotomous variables, coded 1 for members of
the focal race and O if not. Respondent Age is
categorical, coded 1 if less than 18 and ranging to
13 if 65 and over. Respondents under 18 were
eliminated from the sample. Education is categori-
cal, coded 1 if less than high school and ranging to
7 if completed graduate school. Household Income is
categorical, coded 1 if less than $15,000 and
ranging to 11 if greater than $250,000.

Control variables
We considered the issue of a dichotomous foreign-
ness variable vs (national) cultural distance.

675

Although detailed exploration is beyond this
manuscript’s scope, theoretically we believe for-
eignness and cultural distance relate via a two-stage
effect. The first stage involves potential employees
comparing foreign and domestic firms, and the
second stage involves differentiating between for-
eign firms. Although cultural distance is important,
we focus herein on our first-stage foreignness
variable, while controlling for cultural distance in
our analyses. Using Kogut and Singh’s (1988)
methodology and Hofstede’s (2001) cultural dimen-
sions, we measured the Cultural Distance of each
company’s home country from the US.

Company Knowledge is constructed from a five-
part question, ‘How much do you feel you know
about (name of company)’ for five categories:
products and services, vision and leadership, work-
place environment, social and environmental
responsibility, —and  financial  performance.
Responses were based on a three-point scale:
nothing at all, a little, or a lot. Company knowledge
is the sum of these responses. In the factor analysis
described with our organizational attractiveness
measure, the five knowledge items loaded on a
single factor with loadings of 0.60 or above, and no
cross loadings above 0.20. No other items loaded on
knowledge above 0.20. The factor eigenvalue was
3.07, explaining 43.91% of variance.

Organizational culture and other firm-level char-
acteristics may influence organizational attractive-
ness. Although we do not measure organizational
culture directly, we control for several associated
elements. First, companies’ national cultures often
imprint on their overseas subsidiaries, and would
naturally be reflected in subsidiary organizational
cultures. From prospective US employee viewpoints,
our cultural distance control variable might capture
these influences. Second, we measure several com-
pany-level variables that theoretically and empiri-
cally relate to organizational culture, such as
reputation (Dutton et al., 1994), size, age, industry
(Chatman and Jehn, 1994) and performance (Sor-
ensen, 2002). Organizational culture also may be
more likely to affect employee retention than initial
attraction. Hofstede (2001) suggested that organiza-
tional cultures are less deep and immutable than
national cultures, and are often learned through
workplace socialization. Thus, people may be more
likely to know the foreignness of a firm before they
join the firm (or at least interview there), than the
firm’s organizational culture.

Corporate Reputation was based upon the question
‘How would you describe the overall reputation of
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[name of company]?’, based upon a seven-point
scale. Company Size measures 1999 annual sales.
ROA measures 1999 company return on assets. To
control for the liability of newness, Company Age in
the US refers to the number of years since the
company first established a subsidiary in the US as
of 1999. For domestic firms, this is their age.
Industry refers to a firm’s two-digit primary SIC
code. Comparison Company indicates whether an
evaluated company was from the 45 nominated or
the 15 comparison companies described above.

As our dependent variable is categorical and
ordered, we used hierarchical ordered probit analy-
sis to test the main and hypothesized moderating
effects. Ordered probit models recognize the dis-
crete and ordered nature of the dependent variable
(Long, 1997; Greene, 2002). Positive coefficients
can be interpreted as increasing the likelihood that
an individual found a company an attractive
employer (Long, 1997). Several additional tests
were conducted for robustness and multicollinear-
ity, including running all models using hierarchical
linear regression. These models produced results
consistent with those in Table 2, and any deviations
are reported below in a separate robustness section.

Results
Table 1 presents descriptive statistics and correla-
tions. Foreign companies represented 25% of the
sample, with seven countries represented: Finland,
Germany, Japan, the Netherlands, Switzerland, the
UK, and the US. All companies sold products and/or
services, and operated facilities in the US. Unilever
had the highest DOI (89%). Firm ages ranged from
4 to 198 years. As a result of the large sample size,
many variables appear significantly correlated.
Table 2 presents the hierarchical ordered probit
analysis results using organizational attractiveness
as the dependent variable. Independent variables
were added in four steps:

(1) control variables;

(2) direct demographic effects;
(3) direct foreignness effects; and
(4) interaction effects.

We standardized and centered the direct effects
prior to creating interactions. As a result of modest
correlations among some variables, we examined
variance inflation factors (VIFs) in the OLS models
for each variable. These were well within toler-
ances. Although examining VIFs in the OLS models
is not as reliable as for continuous dependent
variables, coupling this analysis with the fact that

the ordered probit models converged suggests
multicollinearity is not a problem. In models
relying on maximum likelihood criteria, multi-
collinearity among predictors can lead to noncon-
vergence (Cohen et al., 2003).

Models 1 and 2 examine relationships between
the control variables, the demographic direct
effects and organizational attractiveness. Of the
controls, company knowledge and corporate repu-
tation are significant and relate positively to
attractiveness, whereas company age is significant
and negative. Cultural distance and the nominated
company dummy are not significant. Of the
demographic variables, Black, Hispanic and respon-
dent age are significant and positively related to
attractiveness. Education and household income
are significant and negative.

Model 3 adds our hypothesized direct foreignness
effects to the previous model. In support of
Hypothesis 1, Foreign HQ is negative and highly
significant. DOI is positive and highly significant,
thus supporting Hypothesis 2.

Model 4 adds our hypothesized interaction terms
between our demographic variables and our two
foreignness variables. Regarding foreign HQ,
Hypothesis 3a, which predicted that gender and
foreign HQ interact such that foreign-headquar-
tered firms are less attractive to women than men,
was not supported. Rather, a significant positive
interaction was found. Similarly, opposite to
Hypothesis 4a, a significant positive interaction
was found between Black and foreign HQ. For
Hispanic, no significant foreign HQ interaction was
found. For Asian, we found strong support that
Asians are less attracted to foreign-headquartered
firms, opposite to our hypothesis. Counter to
Hypothesis 5a, age significantly positively inter-
acted with foreign HQ. A positive, highly signifi-
cant interaction was found between education and
foreign HQ, supporting Hypothesis 6a. No interac-
tion was found for household income with foreign
HQ (Hypothesis 7a). Regarding DOI, none of our
hypothesized interactions was significant.

In summary, we find that having a foreign HQ
negatively relates to firm attractiveness whereas a
higher DOI positively relates to attractiveness.
Gender, race, age, and education moderate the
relationship between foreign HQ and attractive-
ness, although some interactions are opposite to
our predictions. None of our demographic variables
interacts significantly with DOI.

To properly assess the relationships between our
demographic variables, foreignness and organizational
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attractiveness, we also examined the direct effects
and interactions simultaneously by calculating the
overall effect size. Although women, Blacks and
Hispanics found foreign-headquartered firms to be
relatively more attractive than men and Whites did,
respectively, the overall effect for all three groups
remained negative. The overall education and
income effects were also negative.

Robustness tests

We ran several robustness tests to confirm the
above findings. Space limitations prohibit presenta-
tion of complete results, but they are available
upon request. First, as noted above, we ran the
models in Table 2 using hierarchical linear regres-
sion. These models produced results consistent
with those reported.

Second, we ran models using both weighted and
unweighted data. Results were robust across mod-
els. Third, in our original models, we control for the
liability of newness in the host country (based upon
years operating in the US). Additional analyses
controlling for the liability of newness in general
(based upon a company’s overall age) did not
change our results.

Fourth, the lack of significance for the hypothe-
sized interactions between DOI and the demo-
graphic variables compelled us to run models
separating our two sets of interactions. These are
reported in Models 5 and 6 of Table 2. For the
foreign HQ interactions (Model 5), the results are
consistent with Model 4 except for two changes.
The Black-foreign HQ interaction loses significance,
whereas the Hispanic-foreign HQ interaction
becomes significant. For the DOI interactions,
however, many variables become significant (Model
6). Specifically, gender, Hispanic, and education all
significantly positively interact with DOI, whereas
Asian has a significant negative interaction. Age and
household income also have marginally significant
positive interactions with DOI. These results are
highly consistent with the previously reported
foreign HQ results. Thus, the foreign HQ interaction
terms may have masked the DOI interaction effects
when the two were combined. This may have
occurred because foreign firms tended to be more
international (correlated at 0.60; P<0.01).

Cultural distance and country-of-origin post hoc
analyses

We conducted post hoc analyses comparing the
explanatory powers of cultural distance and for-
eignness. Within these analyses, our dichotomous
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foreignness variable was a much stronger predictor
of organizational attractiveness than cultural dis-
tance. When entered together, the foreignness
variable dominates, with cultural distance being
insignificant. Additionally, interactions between
cultural distance and our demographic variables
have much less explanatory power than results
based on foreign-demographic interactions. The
significant cultural distance-demographic interac-
tions are consistent with the foreign-demographic
results.

We also ran cultural distance models using only
the foreign firms. There are two noteworthy
differences from our previous models in the
significant results. First, the gender-cultural dis-
tance interaction, which was insignificant in the
full cultural distance models, becomes significant
and negative. This suggests that while women are
more attracted to foreign firms, this attraction is
geared to firms in less culturally distant countries
(such as the UK). The gender-DOI interaction
remains highly significant and positive, and these
results hold whether the cultural distance and DOI
interactions are entered together or separately.
Second, similar to the gender results, the household
income-cultural distance interaction is significant
and negative, and the household income-DOI
interaction is highly significant and positive.

While manuscript length limits hypothesizing
and testing interactions between individual coun-
try dummies and our demographic variables, we
computed regressions with country dummy direct
effects instead of foreign HQ. Of the six country
dummies, four were negative and significantly
related to attractiveness. For one more country,
Switzerland, the dummy was negative, but not
significant. Finland was the exception, with a
significant positive coefficient. However, as our
sample contains only one Finnish company, Nokia,
we may have either a Finnish or a Nokia effect. To
test whether Finland influenced our previous
cultural distance results, we recomputed them
without the Finnish responses, finding no signifi-
cant differences.

Discussion and conclusion

Our results suggest that having a foreign HQ
negatively relates to firm attractiveness, while
being more international positively relates to
attractiveness. Additionally, gender, race, age, and
education interact with having a foreign HQ and
DOI in predicting attractiveness.
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Looking first at our direct effect hypotheses, we
find that breaking foreignness into two compo-
nents - foreign HQ and DOI - distinguishes two
foreignness attributes that differentially influence
organizational attractiveness. In this way, we help
reconcile literature regarding foreignness benefits
(e.g., Contractor et al., 2003; Lu and Beamish, 2004)
and liabilities of foreignness (e.g., Zaheer, 1995;
Mezias, 2002). Although they differ in focus, our
results are consistent with those of Goerzen and
Beamish (2003), who found that international asset
dispersion positively related to MNC economic
performance, but country environment diversity
negatively related to performance. Similarly, our
results are consistent with Nachum’s (2003) discus-
sion of home-based and MNC advantages.

Our demographic moderator hypotheses provide
another interesting result. Although respondents
differentiate between foreign-headquartered and
more international firms regarding their direct
impacts on organizational attractiveness, we find
little distinction between these variables when
interacting with our demographic variables.
Although foreign HQ is the stronger influence,
when their interactions are separated, foreign HQ
and DOI produce similar results.

Looking at our specific demographic moderators,
the gender results add insight into an ongoing
debate regarding the role of women in interna-
tional business. We confirm previous research (e.g.,
Adler, 2002) demonstrating women’s attraction to
international assignments and suggest that this
attraction applies not only to more international
firms, but also to foreign-headquartered firms -
although only to less culturally distant ones.
However, the overall effect for women is still
negative, but just not as negative as for men.

To the extent that employment in foreign-head-
quartered and more international firms might be
considered more risky for women, these results
conflict with literature finding men as greater risk-
takers (e.g., Levin et al., 1988). However, our results
may not be that surprising when considering our
overall negative effect for foreign-headquartered
firms combined with literature suggesting that
women take more risks when decisions are pre-
sumed to have potentially negative consequences
(Stoddard and Fern, 1999), particularly in initial
phases of decision-making (Hudgens and Fatkin,
2001). Women may be more likely than men to
view a risky environment (such as those offered by
foreign-headquartered and more international
firms) as an opportunity to overcome a challenge.

Anon (2005) also found that female leaders in the
US and UK are more prone than males to ignore
rules and take risks.

Our race results examine two minorities that have
received limited attention in previous academic
research: Hispanics and Asians. We find strong
support that Asians prefer to work for domestic or
less international firms. This could be due to the
large percentage of Asians (61%) who are not
native-born US citizens, and their attraction to
the US, and by extension, US companies. Historical
conflicts between Japanese firms (the largest US
investors from Asian) and Asian Americans (who
are predominantly not Japanese) also could influ-
ence these results. Regarding European firms, a
contributing factor could be a Confucian emphasis
on establishing one’s own firm, combined with
‘glass ceiling’ barriers for Asian American employ-
ees (Woo, 1994). Specifically, Asian Americans,
aware of racial discrimination in promotions and
career advancements, may use big companies to
gain knowledge and skills needed to become
entrepreneurs (Woo, 1994). While working for US
tirms facilitates locally applicable skill acquisition,
European firms often maintain their own distinct
operating practices (Hayden and Edwards, 2001),
which provide less applicable skills for potential
employees in the US environment.

We find that Blacks prefer working for foreign
firms and Hispanics prefer working for more
international firms. Although contrary to our
hypotheses, these results are consistent with Ibarra
(1995), who found that minorities expect to work
with dissimilar races and often develop multiracial
support networks. Additionally, Chattopadhyay
(1999) provided evidence that race dissimilarity
negatively influenced self-esteem and peer relations
for Whites in minority-dominated groups, but not
for minorities in White-dominated groups, suggest-
ing that minorities may be better adaptors, and
thus more comfortable in foreign firms. Our
Hispanic results may reflect the fact that a majority
of the US Hispanic population is Mexican, who may
associate ‘international’ with US-Mexican business
relations, thus enabling the use of familial net-
works. However, this suggestion is very speculative.
There is a particularly strong need for research on
Hispanic populations because they have been
relatively understudied in past business research
and now constitute the largest minority in the US.

Our age results suggest that older employees may
better appreciate opportunities provided by foreign
firms. Visser and Krosnick (1998) found that
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