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Considering rapid global aging, we examine how aging CEOs adjust the internationalization portfolios of
multinational enterprises (MNEs). We employ cognitive aging theory, which distinguishes between fluid and
crystallized intelligence, and analyze panel data from 364 MNEs in Japan, the country with the world’s oldest
population. We find two adaptive mechanisms whereby cognitive decline may lead aging MNE CEOs to selec-
tively adjust the internationalization portfolio in a way that reduces the cognitive demands of managing
culturally distant host countries. Concurrently, they may be more likely to engage with a portfolio involving host

countries with weak institutions, which require experience and intuition—traits that tend to grow with age.
These findings challenge the unidimensional conceptualization of CEO aging prevalent in international business
research, provide a more nuanced theoretical account of MNE CEO aging, and underscore the managerial aspect

of internationalization.

1. Introduction

Old age is a shipwreck. — Charles de Gaulle

Have you heard of an old man who forgot where he hid his treasure? —
Cicero

The global population is aging rapidly, and it is projected that one in
six people in the world will be over the age of sixty by 2030 (WHO,
2022). This seismic demographic shift in the world’s population will
result in a large number of multinational enterprises (MNEs) being
helmed by aging executives. As CEOs age, cognitive decline (i.e., a
decrease in fluid intelligence) may constrain their ability to make
complex decisions for their companies (Mata et al., 2011). Such de-
cisions are especially critical in the context of internationalization, a
core element of MNE strategy (Aharoni et al., 2011; Matta & Beamish,
2008), which enables firms to access new markets, resources, and value
chain efficiencies (Maitland & Sammartino, 2015). Fluid intelligence
refers to the “reasoning ability, and the ability to generate, transform,
and manipulate different types of novel information in real time” (Zaval
etal., 2015: 151). It is considered as more malleable and typically peaks
in early adulthood. Cognitive decline can lead to insulation and nar-
rowing of the perspective of CEOs, consequently reducing aging CEOs’
inclination to engage in new and entrepreneurial initiatives. Therefore,
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“at first glance, aging and success seem to represent a contradiction:
Aging conjures a picture of loss, decline, and approaching death” (Baltes
& Baltes, 1990: 4).

Paradoxically, as aging CEOs face age-related cognitive decline, they
also gain more experience—often conceived as “crystallized intelli-
gence” (Cattell, 1943) in cognitive psychology—accumulated over their
career span (Mata et al., 2011). The cumulative experience is acquired
through interactions within physical, ecological, and social contexts
(Zaval et al., 2015), and it enables aging CEOs to be more reflective,
intuitive, savvy, holistic, and inclusive (Birkinshaw et al., 2019; Ng &
Law, 2014). Aging CEOs can also draw on their accumulated experience
to effectively manage the processes of elaborative encoding and guide
retrieval, consequently facilitating new learning (Baltes & Baltes, 1990;
Beier, 2022). Charles de Gaulle, in his memoires, famously claimed that
old age is a shipwreck. However, old people are more aware of the rocks
and how to navigate toward safer waters. The crystallized intelligence
associated with aging contrasts squarely with the above-mentioned fluid
intelligence, offering a complementary explanation for MNE interna-
tionalization. Specifically, these two forms of intelligence are not
equally activated across all strategic tasks. Different internationalization
contexts may impose distinct cognitive demands, such that some con-
texts primarily tax fluid intelligence, while others allow CEOs to draw
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more heavily on crystallized intelligence.

Against this backdrop and to more fully explain the managerial
aspect of CEO aging on MNE internationalization with theoretical clarity
(Beugelsdijk et al., 2018), a more nuanced framework is needed to
address the behavioral complexity of aging CEOs in international busi-
ness (IB). As noted by Ambos et al. (2020: 210), “our understanding of
how managers take international location decisions is still scarce.”
Therefore, we pose a timely and critical question: How do aging CEOs
manage the portfolio of MNE internationalization?

To address this question, we ground this study in cognitive aging
theory, which distinguishes between fluid and crystallized intelligence
and considers how they evolve differently over an individual’s life span
(for a review, see Beier et al., 2022; see also Lindenberger, 2014). This
theory provides a framework for understanding the nuanced effects of
aging, which can shape how people learn and make decisions. Building
on these two forms of age-related intelligence, we theorize how aging
CEOs may strategically adapt to different cognitive tasks in learning and
decision-making in the context of MNE internationalization. We use a
dataset of MNEs from Japan that have a substantial presence across the
globe and a large proportion of aging CEOs (Romel, 2015). MNEs from
Japan—a country that has one of the highest proportions of older citi-
zens in the world—often adopt a seniority-based governance structure in
which CEOs tend to assume their positions at a relatively old age (only
after their predecessors have retired) (Vogel, 1975). This makes MNEs
from Japan a suitable context for our study.

As highlighted by Xu and Shenkar (2002), simultaneously focusing
on both culture and institutions provides a robust framework for
comprehensively assessing internationalization contexts. These two di-
mensions, however, impose fundamentally different cognitive demands.
To capture this distinction and explore the nuanced internationalization
portfolio of MNEs, we first focus on the relevant country’s national
culture—a critical dimension of decision-making with regard to inter-
national management (Hofstede, 2001). Culture comprises unspoken,
nebulous, ambiguous, and sub-conscious social norms, cognitions, and
values that are taken for granted and require tacit cultural decoding
(Beugelsdijk et al., 2018). Navigating such environments places heavy
demands on fluid intelligence.

We then consider a country’s institutional strength, reflecting the
conceptual essence of explicit formal institutions such as laws and reg-
ulations, which are generally easily accessible, transparent, quantifi-
able, and thus easier to define and navigate (Kostova et al., 2020).
Focusing on institutional strength allows us to capture a dimension of
internationalization that interacts directly with CEO experience and
accumulated knowledge, as navigating formal institutions relies more
on experience-based expertise and retrieval of the prior solutions, which
is closely associated with crystallized intelligence. Even when in-
stitutions are weak, the underlying rules are formally specified and
communicated. Thus, the primary challenge lies in understanding how
these rules are applied in practice rather than in decoding implicit
meanings.

Drawing from a large-scale longitudinal dataset of 364 Japanese
MNEs between 2004 and 2020, we reveal two adaptive mechanisms
used by aging CEOs to address age-related issues. First, the cognitive
decline associated with aging CEOs may prompt them to selectively
adjust their internationalization portfolio to reduce the cognitive load of
managing operations in culturally distant host countries. Meanwhile,
however, they may be more likely to engage with a portfolio of host
countries with weak institutions, which require experience and intui-
tion—qualities that tend to improve with age. As such, our study offers a
more comprehensive conceptualization of CEO aging, which is sensitive
to the complex contextual specificities of MNEs (Roth & Kostova, 2003).
By more fully employing cognitive aging theory, we challenge the uni-
dimensional conceptualization of CEO aging prevalent in IB research,
and demonstrate that aging CEOs have the agency to adaptively address
age-related issues, influence the internationalization portfolio of their
MNEs in nuanced ways (Coviello et al., 2017; Vahlne & Johanson,

Journal of World Business 61 (2026) 101730

2020), and consequently navigating diverse host country contexts
(Beugelsdijk & Mudambi, 2013; Goerzen & Beamish, 2003). Our
framework adds to the managerial aspect of MNE internationalization
(Maitland & Sammartino, 2015; Meyer et al., 2020), sheds light on the
endogenous factors that drive MNE international growth (Tan et al.,
2020), and advances the societal agenda on aging at work in the context
of MNEs (Ng & Law, 2014).

2. Theoretical background

CEOs play a pivotal role in shaping and driving firm internationali-
zation decisions (Ambos et al., 2024; Chittoor et al., 2019; Matta &
Beamish, 2008). They often act based on their cognitive frames to filter
and interpret information (Hambrick & Mason, 1984). Because an or-
ganization is “a reflection of its top managers” (Hambrick & Mason,
1984: 193), our knowledge about the attributes and backgrounds of
CEOs, can assist with predicting and explaining MNE behaviours
(Georgakakis et al., 2023). Among various demographic characteristics,
the aging of CEOs, as a critical scholarly topic, carries meaningful
theoretical implications. It is a foundational construct in the tenets of
upper echelons theory (Hambrick & Mason, 1984) and continues to
serve as a key demographic attribute through which scholars infer
cognitive tendencies and strategic orientations (for a review, see Popli
et al., 2022). Although the notion of aging has given rise to conflicting
public perceptions (Lupin & Wang, 2004; Zaval et al., 2015), prior IB
literature often adopts a stereotypical view of aging (with exceptions, e.
g., Birkinshaw et al., 2019; Ortiz-de-Mandojana et al., 2019). It prob-
lematizes CEO aging and often adopts the so-called “unidimensional
decline models of aging” (Charles & Carstensen, 2010).

2.1. Cognitive decline with age

As individuals age, productivity may decline (Chand & Tung, 2014),
partly because of a (nonpathological) cognitive decline, as held by
cognitive aging theory (Salthouse, 2012). This cognitive decline affects
working memory, processing speed, and executive function (e.g.,
reasoning, planning, and problem-solving) (Lindenberger, 2014), which
can be further exacerbated by factors such as lifestyle decisions (e.g.,
smoking, diabetes, high cholesterol) and social isolation.? Indeed, while
some cognitive abilities, such as vocabulary, may remain stable or even
improve with age, tasks that require rapid processing and multitasking
often demonstrate noticeable declines (Salthouse, 2010, 2019). Conse-
quently, such aging-induced losses in brain function may constrain
“fluid intelligence” (Charles & Carstensen, 2010)—that is, CEOs’ ability
to make complex decisions, handle the pace of contemporary global
business environments, and respond rapidly to dynamic market changes
for their MNEs (Mata et al., 2011; Ng & Law, 2014). As previously noted,
it may also lead to the insulation and narrowing of their perspective
(Bantel & Jackson, 1989), consequently reducing their inclination to
engage in new and entrepreneurial initiatives.

Some studies particularly focus on the career horizon issue of aging
CEOs. In this sub-stream of research, aging CEOs are said to have a
growing aversion to risks, which not only signals potential cognitive
decline but also reflects a desire for “legacy conservation” owing to their
shorter career horizon (Kang, 2016; Matta & Beamish, 2008). Thus,
career horizon affects managerial decision-making through several
mechanisms. In this respect, a shorter career horizon for aging CEOs may
lead to inter-temporal trade-offs for reaping short-term benefits (Lee
et al., 2018). The theoretical foundation for the career horizon issue of
aging executives can be traced back to Hambrick and Mason (1984),
who argue that aging executives prioritize security (i.e., financial and
career). Building on this risk aversion assumption, prior research has

2 https://www.webmd.com/healthy-aging/what-to-know-about-cognitive-d
ecline-in-older-adults
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shown a variety of organizational outcomes on which aging executives
have an impact (for a summary, see Table 1 of Strike et al., 2015), such
as international acquisitions (Matta & Beamish, 2008), subsidiary equity
ownership (Hou et al., 2013), and extent and boldness of international
footprint (Békés et al., 2021).

In the quest to reduce MNEs’ risk exposure, the career horizon issue
may produce a myopic effect such that aging CEOs may pursue a more
conservative posture because international investments are costly,
complex, and uncertain, thus producing returns that would be riskier
and longer term in nature. As summarized in a chronological review by
Strike et al. (2015: 560): “extensive evidence confirms that
near-retirement CEOs are cautious about taking on long-term projects
with uncertain short-term outcomes, such as international acquisitions.”

2.2. Positive view of aging

Despite the dual challenge of rapid population aging (Chand & Tung,
2014) and a turbulent global economy (Meyer & Li, 2022), we never-
theless did not observe a discernible decline in internationalization
contrary to what stereotypical assumptions about aging CEO in IB
literature might suggest. Consider Japanese MNEs; Japanese outward
foreign direct investment increased from USD 41 billion in 2004 to USD
172 billion in 2020, despite an increasing number of aging CEOs in
Japanese MNEs. Fig. 1, adapted from Salthouse (2012), also illustrates
that age-related cognitive decline in the U.S. population may not, by
itself: 1) be the primary factor for selection in key decision-making po-
sitions, and 2) result in significant consequences for functioning in so-
ciety. There is also empirical evidence which suggests that aging CEOs
are not inherently risk-sensitive (Ambos et al., 2020).

Such a critical science-practice gap suggests that a simplistic un-
derstanding of CEO aging from the perspective of cognitive decline is not
justified. To develop a more balanced view of CEO aging, our study more
fully utilizes the foundational insights into cognitive aging that have
been developed over the past few decades (Anderson & Craik, 2017).
Specifically, we advocate for a more nuanced approach and call for
theoretical extensions by incorporating a second key facet of cognitive
aging theory into IB research: crystallized intelligence (Cattell, 1943).
This age-related intelligence is acquired through interactions within
physical, ecological, and social contexts (Zaval et al., 2015), which en-
ables aging CEOs to be more reflective, intuitive, savvy, holistic, and
inclusive (Birkinshaw et al., 2019; Ng & Law, 2014). They may also
develop better coping mechanisms, allowing them to navigate
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Fig. 1. Distributions at each ago between 20 and 75 from the U.S population
(2000 Census), the top 25 % of the scores on the reasoning composite from the
Wechsler Adult Intelligence scale-Fourth Edition,and CEOs of Fortune 500
companies as of December 2009.
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challenges more effectively. This duality has garnered significant
attention outside IB (e.g., in gerontology and psychology), because
comprehending both facets of cognitive aging are crucial for designing
effective interventions and support systems for the aging population.

Going beyond the extant aging stereotype in IB is also in line with a
call by Beier et al. (2022: 782), who assert that we need to consider the
effect of aging “in the context of the whole person... and the work and
life context in which they operate.” Indeed, some aging CEOs do make
long-term investment decisions (e.g., Ortiz-de-Mandojana et al., 2019)
and can manage a more complex portfolio of international operations
(Békés et al., 2021). In this respect, aging CEOs have “a richer model of
the world that enables deployment of established behavioral reper-
toires” (Lindenberger, 2014: 575). Despite the cognitive decline with
age, older individuals have the cognitive reserves to acquire new forms
of knowledge (Lupin & Wang, 2004), especially when such new forms of
knowledge are related to what they already know (Beier, 2022).

Building on the foregoing two key facets of cognitive aging theory,
our study proposes that individuals have agency to proactively deal with
aging-related issues (Baltes & Baltes, 1990; Ng & Law, 2014). Older
individuals, who become increasingly aware of age-related gains and
losses (Charles & Carstensen, 2010), may selectively allocate limited
resources to various goals, thus engaging in selection actions. They may
also change or refine the use of resources to achieve better functioning in
selected goals, that is, perform optimization actions (Moghimi et al.,
2017) to develop an integrative framing of CEO aging in the context of
MNE internationalization. Specifically, in addition to discussing how
age-related cognitive decline among CEOs influences the way they
adjust the portfolio of MNE internationalization, we also theorize how
aging CEOs leverage accumulated resources such as intuition, experi-
ence, and stock knowledge, which increase with age (Salthouse, 2012).
This framework provides a more nuanced understanding of aging within
the context of MNE internationalization. In the next section, we turn to
the cognitive decline facet of cognitive aging theory to develop our first
hypothesis regarding cultural distance.

3. Hypothesis development
3.1. CEO cognitive decline and host country cultural distance

Research tradition in IB suggests locational differences significantly
influence strategic action (Berry et al., 2010), making international
management essentially about the “management of distance” (Zaheer
et al., 2012: 19). In this tradition, one of the most established research
streams is the role of cultural distance in MNE internationalization (for a
review, see Beugelsdijk et al., 2018). Culture here refers to a socially
shared set of norms, beliefs, and values, which are often unspoken,
nebulous, ambiguous, sub-conscious, and taken for granted (Andrews
et al., 2022), and yet it plays a central role in shaping individual and
organizational behaviors (Hofstede, 2001).

For CEOs, cultural distance constitutes a critical dimension of
decision-making with regards to international management. Dealing
with cultural distance involves a great deal of tacit knowledge. How-
ever, the systematic codification of culture-specific tacit knowledge is
challenging. Consequently, the outputs of previous internationalization
decisions related to cultural distance may not heuristically become the
inputs of future internationalization decisions (Surdu et al., 2021). In
short, learning a new culture can present a novel challenge that cannot
be resolved simply “by retrieval of the prior solutions” (Salthouse,
2012). A portfolio of culturally distant host countries may thus result in
substantial learning costs for CEOs (Beugelsdijk et al., 2018) such as
misunderstandings and miscommunications owing to the implicit nature
of host countries’ cultures.

Specifically, cultural distance can significantly impact cognitive
processing by elevating informational ambiguity, thus impeding the
understandability of complex situations for CEOs faced with a multitude
of attentional demands. Such high levels of cognitive demand require
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correspondingly high levels of fluid intelligence (Zacher, 2015).
Therefore, for aging CEOs with declining cognitive capabilities related
to fluid intelligence, including memory, reasoning, processing speed,
and novel problem solving (Zaval et al., 2015), a lower degree of
comprehension and clarity regarding culture can be an exacerbating
issue. An aging CEO may then become less able to make sense of the
environment in culturally distant countries in order to systematically
capture, interpret, organize, and integrate culture-related information,
which is often implicit and demands more embedded and face-to-face
relationships. Thus, aging CEOs may selectively place less attention on
exploring opportunities in culturally distant countries so as to avoid
“situations that may tax new learning” (Nyberg & Pudas, 2019: 228).
More formally, we propose the following hypothesis:

Hypothesis (H1). With increases in CEO age within an MNE, there is
a lower likelihood of the MNE developing an internationalization
portfolio that is culturally distant.

3.2. CEO cumulative experience and host country formal institutions

Despite cognitive declines, aging CEOs are likely to have accumu-
lated more experience-based expertise than younger CEOs (Mata et al.,
2011), and similarly are more likely to make decisions based on expe-
rience (Miller, 1991). This crystalized intelligence, accumulated from
both past successes and failures, is often referred to as wisdom (Zaval
et al., 2015) and can enhance CEOs’ competence (Birkinshaw et al.,
2019). As a result, it may lead to the development of capabilities and
knowledge profiles useful for internationalization. We expect that this
core facet associated with aging CEOs may be even stronger in Japanese
MNEs because the seniority-based governance structure of Japanese
MNEs (nenko joretsu) suggests that CEOs in Japanese MNEs often have a
long tenure (Keeley, 2001). They may, thereby, leverage their cumula-
tive firm-specific experience more often, as they have a psychological
commitment to the organizational status quo (Belenzon et al., 2019) and
are committed to their well-grounded paradigm (Hambrick & Fukutomi,
1991).

Meanwhile, as CEOs age, they not only remain as attentive to
threatening stimuli as younger CEOs (Charles & Carstensen, 2010), but
also are more likely to consider a wider set of factors such as threats and
opportunities in the decision-making process (Ortiz-de-Mandojana et al.,
2019). Using Birkinshaw et al.’s (2019) term, there is a “premium” on
aging CEOs which is also consistent with Maitland and Sammartino’s
(2015) findings. While these authors do not explicitly address the aging
issue, they find that experienced MNE executives demonstrate a richer
and more connected mental model than their less experienced
colleagues.

Grounded in the crystallized intelligence facet of cognitive aging
(Cattell, 1943), we next investigate host countries’ formal institu-
tions—another key contextual determinant of MNEs’ internationaliza-
tion decisions (Xu & Shenkar, 2002). Formal institutions refer to formal
rules, statutory laws, and constitutions that govern economic activities
(North, 1990). They can clearly reveal important information regarding
the stability of the host country’s regulatory governance structure, in-
dustry standards, entry barriers, and market structure (Perkins, 2014).
Fundamentally different from national culture, formal institutions are
often explicitly codified/written and communicated through official
channels (Andrews & Htun, 2018). As noted by Minbaeva et al. (2023),
formal institutions are generally easily accessible, transparent, and
quantifiable and are, therefore, relatively easier to define and navigate
(as compared to culture). Given these characteristics, engaging with
formal institutions may create a task environment that can promote
elaborative encoding and guide retrieval, and consequently facilitate
new learning. This is a process that aging CEOs with age-related expe-
rience can effectively manage (Baltes & Baltes, 1990; Beier, 2022).

Specifically, as Kostova et al. (2020) argue that the institutional
strength of host countries is more consistent with the conceptual essence
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of North’s (1990) formal institutions, we theorize on how aging CEOs
manage their MNEs’ internationalization by adjusting the portfolio of
host countries with different levels of institutional strength. Institutional
strength is characterized by the host country’s explicit rule of law, de-
gree of corruption, and political institutions, reflecting the robustness of
formal institutions.

Fundamentally different from cultural distance, weaker formal in-
stitutions do not generate the same form of ambiguity. This is because
cultural distance obscures meaning through differences in shared norms,
communication styles, and implicit understandings, all of which can
impede cross-border communication and coordination (Kostova, 1999;
Shenkar, 2001). By contrast, weaker institutions tend to be explicit and
structural, although they may lead to codified yet inconsistently
enforced rules (Khanna & Palepu, 2010; North, 1990). As a result, the
cognitive challenges posed by cultural ambiguity versus institutional
weakness are qualitatively different. Cultural ambiguity strains fluid
intelligence, creating high cognitive load that aging CEOs may prefer to
avoid. Weak institutions, while challenging, are navigable through
crystallized intelligence, as they require experience-based expertise to
manage procedural and operational risks.

Specifically, the inconsistently enforced rules in weak institutions
may create some risks, but these risks are more procedural, operational,
and consequently more predictable by nature. Stated differently, MNEs
operating in weak institutions are more likely to face observable and
analyzable challenges rather than tacit ones (Henisz, 2000; Meyer et al.,
2009). Because institutional strength is more identifiable (even when
selectively applied) owing to the very nature of formal institutions,
aging CEOs can design adaptive responses by leveraging crystallized
intelligence. This is feasible, as operating in institutionally weak envi-
ronments depends less on tacit cultural decoding and more on the
development of experience-based expertise (Luo, 2001; Peng et al.,
2008). For example, over time aging CEOs may cultivate institutional
capabilities that blend political ties, administrative know-how, and
codified managerial practices to develop and maintain legitimacy in
host countries and exploit opportunities (Hillman & Hitt., 1999; Oliver
& Holzinger, 2008). This is essentially a process of institutional sense-
making: i.e., deciphering how rules actually operate in practice versus
how they appear in principle (Meyer & Peng, 2016), in which accu-
mulated experience is a distinct advantage (Sandberg & Tsoukas, 2015;
Schwandt, 2005) and enables aging CEOs to implement strategies within
partial institutions.

Furthermore, although it may seem intuitive that stronger in-
stitutions enhance MNE performance (Romero-Martinez et al., 2019),
this assumption is not yet supported by robust and consistent empirical
evidence (for a review, see Bai et al., 2018). Grounded in institutional
economics, Farah et al. (2021) find the opposite—that is, in a host
country with stronger institutions, MNE subsidiaries exhibit a lower
survival likelihood. They argue that stronger institutions lead to higher
costs of production, intensified intra-firm competition, and limited
governance improvement-related benefits in the host country. Despite
the risks of corruption, agency problems, and transaction costs that arise
from weaker institutions, the benefits of operating in host countries with
weaker institutions, such as economic advantages and potential growth
opportunities, can still outweigh the costs. Hence, selectively adjusting
the internationalization portfolio to include host countries with weaker
institutions, which may seem risky, can represent a calculated interna-
tionalization strategy. Likewise, Desai (2024) highlights the appeal of
weaker institutions, emphasizing some attractive qualities such as
institutional and competitive flexibility.

Building on the crystallized intelligence reasoning, we expect that
engaging with a portfolio of host countries with weaker institutions may
be especially likely for aging CEOs. This is because accumulating greater
institutional knowledge and experience improves MNE executives’
ability to deal with challenges related to political uncertainty in the host
country (Delios & Henisz, 2003). Aging CEOs can draw on their deep
experience and knowledge to efficiently comprehend formal
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institutional demands, while also drawing from prior experiences—e.g.,
leveraging reputation (Gao et al., 2017), staffing (Yao et al., 2025),
equity ownership (Chan & Makino, 2007), or supervisory structure
(Zhou, 2015)—to respond to such explicit demands. Indeed, as noted by
Contractor et al. (2019: 11), “measures of country risk may not reflect
how managers treat the prospect of entering into a particular country
market.” Experienced decision-makers may perceive navigable risks
where inexperienced managers see more uncertainty. Therefore, we do
not argue that weak institutions are easy, but that they are navigable
through accumulated experience, making them a theoretically appro-
priate context where aging CEOs can strategically leverage their crys-
tallized intelligence. Thus, we propose the following hypothesis:

Hypothesis (H2). With increases in CEO age within an MNE, there is
a higher likelihood of the MNE developing an internationalization
portfolio that is institutionally weak.

4. Methods
4.1. Sample and data

To test our hypotheses, we construct a longitudinal dataset using
three databases. First, we collect Japanese MNE board composition data
from the BoardEx database. The BoardEx database contains more than
20 years of historical data collected from credible and published sources,
such as regulatory filings, corporate websites, and press releases, and
contains information on both boards of directors (BODs) and CEOs. We
then obtain financial and operating information on the MNEs from the
Nikkei Economic Electronic Databank System (NEEDS). NEEDS offers
over fifty years of financial and operating information on Japanese
MNEs, allowing us to control for parent company variables. Finally, we
use Toyo Keizai’s overseas Japanese company database to gather in-
formation on MNE internationalization trajectories.

To maintain consistency across the three databases, we include only
foreign subsidiaries with only one Japanese parent (who has not
changed) throughout their development. Consistent with the Financial
Accounting Standards Board guidelines (FASB, 2008), MNEs must have
at least a twenty percent ownership stake in foreign subsidiaries to
partial out passive investments. We exclude subsidiaries that never re-
ported more than nine employees to ensure that our sample does not
include small representative offices or agencies, consistent with the
established practice of using the Toyo Keizai database (e.g., Chakravarty
et al., 2017). The final sample includes 364 Japanese MNEs with 2254
observations from 2004 to 2020.

4.2. Model

Given that our hypotheses formulation is based on a “within-theo-
rization” approach (Certo et al., 2017), we use a fixed-effects regression
model (Allison, 2009) to partial out the unobserved MNE heterogeneity.
The results of the Hausman test also strongly support our choice of the
fixed-effects models (p < 0.001):

Yit = M + Xif+ a; + €

Here, i refers to a Japanese MNE, ¢ is time, y;, is the average value of
the cultural distance or the institutional strength of the host countries
into which the focal Japanese MNE expanded at each observation, y, is a
time-variant intercept, X;, is the vector of independent variables and
control variables, and § represents the coefficients associated with these
variables. We assume the errors ¢; to be exogenous to X;;, whereas «; is
the time-invariant unobserved firm-specific heterogeneity that is
assumed to be correlated to the independent variables. By using a fixed-
effects regression model, we can partial out the unobservable firm-
specific variances.
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4.3. Variables

Dependent variable. As MNE decision-makers do not manage their
foreign operations as if they operate independently (Beamish & Lupton,
2016; Meyer et al., 2011), we use an MNE portfolio approach (Lee,
2022) to code the variables. More specifically, to derive our first
dependent variable, Cultural Distance Portfolio, we first follow Kogut and
Singh (1988) and use Hofstede’s cultural dimensions to calculate the
difference between Japan and each unique host country in which the
MNE has at least one foreign subsidiary. Hofstede’s cultural dimensions
are foundational to provide a systematic approach to describing and
understanding cross-cultural differences (Hofstede, 2001). We create a
Euclidean distance measure (i.e., the square root of the sum of the
squared country differences in cultural value dimensions) for each
unique host country and aggregate the measure to calculate the average
cultural distance of the portfolio of host countries. We expect that the
higher the value, the more culturally distant the portfolio of the host
countries is for the focal MNE as a whole.

For the second dependent variable, Institutional Strength Portfolio, we
adopt Farah et al.’s (2021) approach and use a composite measure that
incorporates six World Bank Governance Indicators: government effec-
tiveness, regulatory quality, rule of law, voice, accountability, and
control of corruption. We first calculate the average value of each unique
host country’s institutional strength and then calculate the average
value of institutional strength for the portfolio of host countries in which
the MNE has at least one subsidiary. We expect that the lower the value,
the weaker the institutions of the portfolio of host countries for the focal
MNE as a whole.

Independent variables. The BoardEx dataset provides information
about the age of an MNE CEO on a selected Annual Report Date.
Drawing from these data, our primary independent variable, Aging CEO,
is measured as the age of the CEO in one observation year.

Control variables. We control for CEO Tenure (Darouichi et al., 2021),
a positive count variable that refers to the number of years the CEO has
been working in the MNE. Longer-tenured CEOs may have had more
opportunities to appoint board members. This suggests that more board
members demonstrate loyalty, yielding a boardroom environment that
may further foster groupthink. With a longer tenure, CEOs may become
more likely to ignore environmental heterogeneity and have a strong
attachment to the status quo (Shen & Cannella, 2002), thus influencing
their internationalization decisions. We also control for CEO Education
(Elia et al., 2021), which is the number of undergraduate and higher
qualifications. Higher educational attainment may equip CEOs with a
deeper understanding of macro-environmental factors, making them
better informed. It can foster greater innovation, knowledge acquisition,
and openness to change. Furthermore, managers’ international experi-
ence (Kunisch et al., 2019) and the degree of firm internationalization
(Herrmann & Datta, 2006) have been found to be positively associated
with the education level of these managers. To better address the impact
of CEO experience, we also control for CEO Time in Role, measured as the
number of years the CEO has served as the top decision-maker in the
MNE. Given that all firms in our sample are MNEs, we expect that the
longer the CEO has been in the role, the more experience they will have
in navigating foreign markets.

In addition, we collect data on CEO International Experience. Direct
measures of Japanese MNE CEOs’ international experience were not
available in BoardEx or other databases we accessed. Thus, we manually
compile information on each CEO’s foreign education background, in-
ternational work experience, and employment in non-Japanese com-
panies by consulting multiple sources, including company websites,
LinkedIn, MarketScreener, and Wikipedia in both English and Japanese.
We create a binary variable: CEO International Experience, coded as 1 if
the CEO had any form of international exposure (have foreign education
background, or international work experience, or employment in non-
Japanese companies) and 0 otherwise.

We also control for CEO generational cohort (North, 2019),
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distinguishing between Boomers and Generation X. This generational
distinction is critical in the Japanese context. Japanese Boomers, or the
Dankai Generation, came of age during the country’s postwar economic
boom, fostering expectations of sustained growth and stability. In
contrast, Generation X matured during Japan’s “Lost Decade” of eco-
nomic stagnation in the 1990s. Such formative experience may influence
CEOs’ attitude toward risk. Indeed, as noted by Malmendier and Nagel
(2011), individuals’ economic experiences can meaningfully shape their
risk tolerance.

Similarly, at the board level, we control for the average BOD Tenure,
calculated as the mean value of the board members’ tenure in a given
observation year. We then consider the issue of board member aging
(Spadafora et al., 2023). Specifically, Board Age is constructed to mea-
sure the average age of board members at one point in time. We further
control for BOD Size, as MNEs can increase their board size to enhance
their information-processing capabilities (Sanders & Carpenter, 1998).
However, this is not empirically supported in the context of Japanese
MNEs (Bonn et al., 2004), suggesting a contingency effect of context
specificity. We then control for the proportion of Outside Directors,
constructed as a variable between 0 and 1. We use the role name in-
formation provided by BoardEx to identify whether a board member has
been selected from outside the MNE, expecting outside directors to ex-
ercise effective independent control over management, contribute novel
perspectives, and improve decision-making efficacy regarding MNE
internationalization (Finkelstein et al., 2009).

We use two control variables to account for the effect of board di-
versity on MNE decision-making. There exists a great variety of mana-
gerial heuristics, biases, and cognitions of board members that can
provide causal explanations for MNE level actions and outcomes (for a
review, see Hodgkinson et al., 2023); among these, the diversity effect
on information processing and decision-making quality may be partic-
ularly acute and influential in Japanese MNEs because Japanese orga-
nizations are more homogenous, rendering variation in teams more
noticeable (Wiersema & Bird, 1993). First, Board Age Diversity is
measured as the standard deviation of board members’ ages per obser-
vation year. We use this variable from the BoardEx dataset to measure
board age dispersion. We expect that the higher the value of this vari-
able, the more age diverse the MNE board. Second, Education Diversity is
the standard deviation of the number of education qualifications at the
undergraduate level and above for all board members in one observation
year. We use this variable to measure board education dispersion. The
higher the value of this variable, the more education diverse the board
becomes.

At the MNE level, we control for MNE Size, as it can be associated
with the level of resources and slack of the MNE (Peng & Beamish,
2014), which may influence internationalization decisions. This is
calculated as the number of employees in the parent firm (Matta &
Beamish, 2008). Similarly, we control for MNE Revenue because this may
render the CEO more confident in internationalization. We take the logs
of these two variables to address the right skewness issue. To account for
the MNE’s internationalization experience, we control for Internation-
alization Breadth, which is a composite index reflecting the intensity of
the MNE’s foreign operations (see Marshall et al., 2020: 1134-1146 for
review). This measure combines two key dimensions: (1) the total count
of foreign subsidiaries the MNE maintains annually and (2) the
geographic scope represented by the number of distinct host countries
where the MNE has at least one subsidiary. We then normalize each
dimension by dividing it by its respective maximum value in the sample.
This composite measure represents the arithmetic mean of these two
normalized components, resulting in a score that ranges from 0 (no in-
ternational presence) to 1 (highest level of international activity). This
approach provides a holistic assessment of firms’ international footprint
(Lu & Beamish, 2004). By the same token, we also control for Interna-
tionalization depth, which is the group mean of the subsidiary age to
measure the MNE’s duration of operations in foreign markets (Lee,
2022).
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To account for the influence of other macro-level factors on MNE
internationalization, we control for the average value of GDP Growth of
the portfolio of host countries in which the focal MNE has at least one
subsidiary. We obtain this data from World Bank National Accounts to
consider the host country’s market dynamics and potential (Henisz &
Delios, 2001). Furthermore, when the host country environment is
subject to dynamic change, the benefit of cognitive diversity in the
boardroom is more likely to outweigh the cost that may accrue through
interpersonal conflicts and social categorization (Miller et al., 2022).

Finally, we control for the observation year, which refers to the time
fixed effects, and which, together with the MNE fixed effects, can result
in the so-called two-way fixed effects estimator. We code this variable
into a series of binary variables (i.e., Year Dummies) to account for the
influence of aggregate time trends that may bias our estimators. Table 1
summarizes the characteristics of the variables. The average variance
inflation factor (VIF) is 1.99, and the largest VIF is 4.87, indicating no
serious multicollinearity risk.

5. Results and robustness check

To test Hypothesis 1, in which the dependent variable is Cultural
Distance Portfolio, we run four separate models by adding the key inde-
pendent variable in a hierarchical manner. Table 2 shows the results of
the panel data analyses.

Model 1 includes only the control variables. In Model 2, the coeffi-
cient of the Aging CEO variable is —0.028 and highly significant, with a
p-value of 0.013. This finding supports Hypothesis 1: as the MNE CEO
ages, it will be less likely for the MNE'’s internationalization portfolio of
host countries to be culturally distant from the MNE’s home country. In
Model 3, we follow the suggestion of Cuervo-Cazurra et al. (2016) to run
the regression without the control variables. In this separate analysis,
which includes only two-way fixed effects (i.e., MNE and time fixed
effects), we find that the coefficient of the Aging CEO variable is —0.019
and highly significant, with a p-value of 0.001 suggesting that Hypoth-
esis 1 is supported.

To test Hypothesis 2, in which the dependent variable is Institutional
Strength Portfolio, we run three separate models by adding the key in-
dependent variable in a hierarchical manner. Table 3 summarizes the
regression results.

Model 4 includes only the control variables. In Model 5, the coeffi-
cient of the Aging CEO variable is —0.005 and significant (p = 0.024),
lending strong support to Hypothesis 2: as the MNE CEO ages, it will be
more likely for the MNE’s internationalization portfolio to be institu-
tionally weak. To test the robustness of the results, we exclude the
control variables in Model 6. In this separate analysis, in which we
include only two-way fixed effects, the coefficient of the Aging CEO
variable is —0.003 and significant (p = 0.054), again supporting Hy-
pothesis 2.

5.1. Robustness check

When CEOs reach a more advanced age, arguably there might be a
conflation of two mechanisms: (a) that aging will lead to the decrease in
fluid intelligence and increase in crystallized intelligence, that is, the
aging effect; and (b) that CEOs nearing their retirement might be more
likely to behave in a risk-averse manner and retreat from internation-
alization, that is, the career horizon effect (Kang, 2016; Matta &
Beamish, 2008). To parse out the intertwined career horizon effect (and
the resulting legacy conservation) on MNE internationalization portfolio
to test the robustness of the result for Hypothesis 1, we create three
subsamples by excluding the observations where the CEO is within three
years of retirement, two years of retirement, and one year of retirement,
respectively. This approach allows us to exclude observations where
CEOs may face greater expectations to retire. Table 4 shows the results
of the subsample analyses.

In Model 7, we exclude the observations where the CEO is within



Table 1
Descriptive statistics.
Mean S.D. 1 2 3 4 5 6 7 8 9 10 11 12 13
1. Cultural Distance Portfolio 12.18 2.26 1.00
2. Institutional Strength Portfolio 0.58 0.47 0.09* 1.00
3. Aging CEO 68.37 6.63 0.03 —0.01 1.00
4. CEO Tenure 28.90 14.73 0.04 0.06* 0.39* 1.00
5. CEO International Experience 0.46 0.50 —0.03 0.05* —0.10* —0.12% 1.00
6. Outside Director 0.27 0.16 0.02 0.05* —0.14* —0.13* 0.16* 1.00
7. BOD Size 10.56 3.64 0.13* —0.03 0.26* 0.18* —0.03 —0.37* 1.00
8. BOD Tenure 19.14 8.89 0.02 0.09* 0.21* 0.65* —0.12* —0.47* 0.29* 1.00
9. BOD Age 66.46 3.60 0.03 0.11* 0.49* 0.30* —0.07 —0.05* 0.15* 0.34* 1.00
10. MNE Revenue 13.46 1.40 0.05* —0.02 0.12* 0.22* 0.10* —0.09* 0.36* 0.23* 0.29* 1.00
11. MNE Size 9.68 1.36 0.08* —0.03 0.11* 0.23* 0.10* —0.05* 0.33* 0.22* 0.25*% 0.87* 1.00
12. GDP Growth 2.84 2.73 0.06* —0.26* —0.01 0.00 —0.05* —0.19* 0.06* 0.08* —0.12* —0.05* —0.05* 1.00
13. CEO Education 0.63 0.79 —0.07* 0.07* —0.07* —0.10* 0.28* 0.13* 0.06* —0.11* —0.02 0.22* 0.22* 0.03 1.00
14. Boomer 0.61 0.49 0.02 —0.03 —0.52* —0.22* 0.06* 0.23* —0.21* —0.16* —0.07* —0.06* —0.06* —0.12* 0.00
15. Generation X 0.02 0.13 —0.03 —0.09* —0.37* —-0.16* —0.02 0.04 —0.11* —0.16* —0.44* —0.19* —0.18* —0.02 0.00
16. CEO Time in Role 4.97 5.82 —0.06* 0.01 0.28* 0.18* —0.05* —0.08* 0.00 0.05* 0.00 —0.21* —0.18* 0.01 —0.02
17. BOD Education Diversity 0.66 0.36 —0.03 0.06* 0.00 —0.04* 0.22* 0.35* —0.04* —0.21* —0.05* 0.17* 0.15* —0.07* 0.33*
18. BOD Age Diversity 5.80 2.23 —-0.01 0.07* 0.10* —0.04 0.05* 0.17* 0.00 —0.14* —0.01 —0.26% —0.20* —0.03 0.06*
19. Internationalization Breadth 0.11 0.11 —0.14* —0.07* 0.11* 0.24* 0.12* —0.08* 0.18* 0.26* 0.16* 0.48* 0.45* —0.04 0.06*
20. Internationalization Depth 22.07 9.19 —0.10* 0.21* 0.05* 0.18* 0.02 0.09* 0.01 0.16* 0.23* 0.18* 0.21* —0.24* 0.05*
14 15 16 17 18 19 20
14. Boomer 1.00
15. Generation X —0.16* 1.00
16. CEO Time in Role —0.20* 0.03 1.00
17. BOD Education Diversity 0.02 —0.02 —0.01 1.00
18. BOD Age Diversity —0.11* 0.05* 0.23* 0.10* 1.00
19. Internationalization Breadth —-0.10* —-0.07* —0.10* 0.05* —0.10* 1.00
20. Internationalization Depth 0.15* —0.14* —0.08* 0.10* —0.03 0.12* 1.00

Note: *p < 0.05; The time fixed effect Year Dummies is not included in Table 1.
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Table 2
Empirical results for H1.
Model 1 Model 2 Model 3
DV: Cultural Distance Portfolio
Regressors:
Control Variables
CEO Tenure —0.002 (0.625) 0.001 (0.789)
CEO International Experience 0.142 (0.046) 0.120 (0.105)
Outside Director 0.737 (0.077) 0.749 (0.062)
BOD Size 0.011 (0.349) 0.010 (0.410)
BOD Tenure 0.009 (0.324) 0.007 (0.428)
BOD Age —0.024 (0.218) —0.016 (0.412)
MNE Revenue —0.059 (0.713) —0.014 (0.926)
MNE Size 0.032 (0.912) —0.009 (0.973)
GDP Growth —0.001 (0.995) —0.014 (0.886)
CEO Education —0.046 (0.412) —0.022 (0.677)
Boomer 0.118 (0.174) —0.045 (0.709)
Generation X 0.063 (0.796) —0.489 (0.142)
CEO Time in Role 0.002 (0.785) 0.006 (0.299)
BOD Education Diversity —0.096 (0.483) —0.144 (0.300)
BOD Age Diversity 0.023 (0.253) 0.027 (0.194)
Internationalization Breadth —2.090 (0.181) —2.436 (0.128)
Internationalization Depth 0.003 (0.877) 0.002 (0.895)
Key Predictor
Aging CEO —0.028 (0.013) —-0.019 (0.001)
Year Dummies Yes Yes Yes
Observations 1894 1862 2249
Number of MNEs 332 331 364
R-Squared 0.059 0.068 0.042

Notes: P-values in parentheses; Robust standard errors; Log-transformation of the Aging CEO variable will not influence the significance of the findings; We conducted
an additional robustness check, where we adjusted the weighting of host countries based on the number of subsidiaries the focal MNE operates in each location.
Specifically, we recalculated the dependent variables by computing the group mean of cultural distance, thereby weighting the values according to the number of
subsidiaries in each host country. This alternative operationalization allowed us to better capture the strategic salience of host countries. Hypothesis 1 remained
supported under this specification.

Table 3
Empirical results for H2.
Model 4 Model 5 Model 6
DV: Institutional Strength
Portfolio
Regressors:
Control Variables
CEO Tenure 0.000 (0.769) 0.001 (0.497)
CEO International Experience 0.009 (0.578) 0.010 (0.551)
Outside Director 0.119 (0.132) 0.111 (0.143)
BOD Size 0.004 (0.074) 0.004 (0.076)
BOD Tenure 0.002 (0.328) 0.001 (0.395)
BOD Age —0.002 (0.476) —0.004 (0.250)
MNE Revenue 0.027 (0.402) 0.021 (0.520)
MNE Size —0.010 (0.859) —0.018 (0.741)
GDP Growth —0.090 (0.000) —0.087 (0.000)
CEO Education —-0.019 (0.093) —0.021 (0.041)
Boomer 0.012 (0.541) —0.024 (0.320)
Generation X 0.109 (0.306) 0.007 (0.952)
CEO Time in Role 0.001 (0.597) 0.001 (0.318)
BOD Education Diversity —0.048 (0.051) —0.043 (0.072)
BOD Age Diversity 0.003 (0.477) 0.003 (0.383)
Internationalization Breadth —0.199 (0.396) —0.185 (0.431)
Internationalization Depth 0.012 (0.001) 0.012 (0.001)
Key Predictor
Aging CEO —0.005 (0.024) —0.003 (0.054)
Year Dummies Yes Yes Yes
Observations 1898 1866 2254
Number of MNEs 333 332 364
R-Squared 0.245 0.238 0.017

Notes: P-values in parentheses; Robust standard errors; Log-transformation of the Aging CEO variable will not influence the significance of the findings. We conducted
an additional robustness check, where we adjusted the weighting of host countries based on the number of subsidiaries the focal MNE operates in each location.
Specifically, we recalculated the dependent variables by computing the group mean of institutional strength, thereby weighting the values according to the number of
subsidiaries in each host country. This alternative operationalization allowed us to better capture the strategic salience of host countries. Hypothesis 2 remained
supported under this specification.
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Table 4
Robustness check for H1.
Model 7 Model 8 Model 9
DV: Cultural Distance Portfolio
Regressors:
Control Variables
CEO Tenure 0.033 (0.014) 0.010 (0.399) 0.004 (0.672)
CEO International Experience 0.220 (0.296) 0.160 (0.255) 0.113 (0.275)
Outside Director 0.644 (0.298) 0.952 (0.046) 0.673 (0.136)
BOD Size —-0.015 (0.317) 0.004 (0.798) 0.004 (0.746)
BOD Tenure —0.014 (0.201) 0.007 (0.493) 0.004 (0.638)
BOD Age —0.030 (0.416) —0.039 (0.102) —0.020 (0.342)
MNE Revenue 0.035 (0.877) —0.069 (0.699) —0.083 (0.618)
MNE Size —-0.278 (0.428) —0.051 (0.871) 0.009 (0.975)
GDP Growth —0.234 (0.250) —0.076 (0.586) —0.024 (0.817)
CEO Education -0.772 (0.019) —0.295 (0.038) —0.058 (0.466)
Boomer —0.322 (0.453) —0.187 (0.440) 0.015 (0.923)
Generation X 0.000 ) —0.899 (0.223) —0.524 (0.190)
CEO Time in Role 0.024 (0.209) 0.007 (0.456) 0.006 (0.394)
BOD Education Diversity —-0.276 (0.159) -0.278 (0.079) —0.197 (0.159)
BOD Age Diversity 0.062 (0.047) 0.054 (0.039) 0.034 (0.139)
Internationalization Breadth —6.317 (0.096) —4.189 (0.100) —2.059 (0.231)
Internationalization Depth —0.035 (0.373) —0.003 (0.913) 0.006 (0.762)
Key Predictor
Aging CEO -0.119 (0.026) —0.067 (0.020) —0.036 (0.036)
Year Dummies Yes Yes Yes
Observations 712 1078 1542
Number of MNEs 238 281 311
R-Squared 0.225 0.140 0.087

Notes: P-values in parentheses; Robust standard errors; Log-transformation of the Aging CEO variable will not influence the significance of the findings.

three years of retirement. The coefficient of the Aging CEO variable is
—0.119 and highly significant, with a p-value of 0.026. In Model 8, we
exclude the observations where the CEO is within two years of retire-
ment. The coefficient of the Aging CEO variable is —0.067 and again
highly significant (p = 0.020). In Model 9, we exclude the observations
where the MNE CEO is within one year of retirement. The coefficient of
the Aging CEO variable is —0.036 and highly significant, with a p-value

of 0.036. Hypothesis 1 remains supported throughout our subsample
analyses.

We then use the foregoing three subsamples to test the robustness of
the result for Hypothesis 2. Table 5 shows the results of the subsample
analyses.

In Model 10, we exclude the observations where the CEO is within
three years of retirement. The coefficient of the Aging CEO variable is

Table 5
Robustness check for H2.
Model 10 Model 11 Model 12
DV: Institutional Strength
Portfolio
Regressors:
Control Variables
CEO Tenure 0.007 (0.058) 0.002 (0.375) 0.001 (0.449)
CEO International Experience —0.022 (0.570) —-0.019 (0.400) 0.004 (0.846)
Outside Director 0.094 (0.390) 0.190 (0.062) 0.113 (0.196)
BOD Size 0.000 (0.990) 0.002 (0.546) 0.003 (0.186)
BOD Tenure —0.003 (0.241) 0.001 (0.537) 0.001 (0.490)
BOD Age —0.001 (0.835) —0.007 (0.082) —0.005 (0.151)
MNE Revenue 0.073 (0.102) 0.034 (0.361) 0.018 (0.618)
MNE Size —0.067 (0.261) 0.003 (0.964) —0.004 (0.948)
GDP Growth —0.092 (0.001) —0.106 (0.000) —0.098 (0.000)
CEO Education —0.023 (0.658) —0.019 (0.491) —-0.027 (0.060)
Boomer —0.006 (0.941) —0.049 (0.300) —0.026 (0.426)
Generation X 0.000 ) —0.303 (0.011) —0.059 (0.575)
CEO Time in Role 0.001 (0.683) 0.000 (0.796) 0.001 (0.397)
BOD Education Diversity —0.037 (0.218) —0.040 (0.134) —0.033 (0.182)
BOD Age Diversity —0.001 (0.807) 0.001 (0.824) 0.004 (0.361)
Internationalization Breadth —0.104 (0.811) —0.109 (0.712) —0.255 (0.310)
Internationalization Depth 0.010 (0.119) 0.012 (0.005) 0.011 (0.003)
Key Predictor
Aging CEO —-0.019 (0.007) —0.012 (0.005) —0.007 (0.014)
Year Dummies Yes Yes Yes
Observations 714 1081 1546
Number of MNEs 248 290 321
R-Squared 0.296 0.289 0.247

Notes: P-values in parentheses; Robust standard errors; Log-transformation of the Aging CEO variable will not influence the significance of the findings.
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—0.019 and highly significant, with a p-value of 0.007. In Model 11, we
exclude the observations where the CEO is within two years of retire-
ment. The coefficient of the Aging CEO variable is —0.012 and highly
significant (p = 0.005). In Model 12, we exclude the observations where
the CEO is within one year of retirement. The coefficient of the Aging
CEO variable is —0.007 and again significant, with a p-value of 0.014.
These subsample analyses provide strong support for Hypothesis 2.

In a separate analysis, we use another commonly employed measure
of institutional distance, Administrative Distance (Berry et al., 2010;
Kostova et al., 2020), to further assess the validity of our theoretical
argument. This measure provides a complementary lens on institutional
complexity, as it reflects explicit, codified, and structurally embedded
differences across countries. Similar to institutionally weak countries,
operating in administratively distant countries can provide unique op-
portunities for Japanese MNEs. While administrative distance (reflect-
ing differences in bureaucratic patterns due to colonial ties, language,
religion, and the legal system) may increase coordination costs as weak
institutions do, it also exposes MNEs to diverse institutional environ-
ments that may foster strategic flexibility and institutional arbitrage
opportunities. We expect that Japanese MNEs, constrained by a highly
formalized domestic institutional environment, can particularly
leverage such diversity to build competencies in host countries. In this
context, aging CEOs, who possess greater crystallized intelligence, are
well equipped to navigate administratively distant environments. Their
accumulated experience enables them to better comprehend explicit
administrative differences. It also enables them to accordingly develop
adaptive responses that exploit the opportunities that arise from
administratively distant environments. In line with this view, we find
that the coefficient of the Aging CEO variable is 0.142 and significant
with a p-value of 0.066. Therefore, with increases in CEO age within an
MNE, there is a higher likelihood of the MNE developing an interna-
tionalization portfolio that is institutionally distant. We further assess
the validity of our theoretical argument through a series of additional
post hoc analyses (see Online Appendix).

6. Discussion and conclusion

Grounded in cognitive aging theory, this study explores how aging
CEOs manage MNE internationalization portfolio and critiques the
unidimensional conceptualization of CEO aging. Specifically, we unpack
the inherent behavioral complexity of aging by demonstrating that age-
related cognitive decline may lead aging CEOs to selectively adjust the
internationalization portfolio to reduce the cognitive demands of man-
aging culturally distant host countries. Concurrently, they may be better
suited to coping with a portfolio of host countries with weak institutions,
as this may rely on experience and intuition, which tend to grow with
age. Together, these findings bring to light the adaptive mechanisms
aging CEOs adopt in the course of MNE internationalization.

The IB research tradition highlights that the most neglected and
differentiating internationalization factor is the critical role of managers
(Aharoni et al., 2011; Maitland & Sammartino, 2015). For instance,
Desai (2024) theorizes that some MNE executives may be drawn to
opportunities presented by weak institutional environments. However,
not all MNE:s are able to shift their focus from institutional challenges to
the competitive advantages such host country contexts may offer. Our
research provides a theoretical explanation by delineating the intricate
role of CEO aging in shaping internationalization strategies (Coviello
etal., 2017; Vahlne & Johanson, 2020). Our study also addresses the call
by Tan et al. (2020: 520) to focus on “the endogenous factors that drive
international growth, as well as endogenizing some of the seemingly
exogenous growth determinants.” Penrose’s (1959)) growth theory
suggests that external host country conditions are not serious barriers to
growth. Instead, insufficient managerial capabilities are the main bar-
rier. In line with this view, our study provides interdisciplinary insights
into how aging CEOs strategically leverage managerial capabilities and
alleviate managerial constraints to engage with internationalization. We
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highlight that contrary to being quasi-fixed or simply declining with age,
managerial capabilities in internationalization are dynamic and intri-
cately influenced by the aging process of CEOs in complex ways.

Given that MNE research is often characterized by interesting ten-
sions (Eden & Nielsen, 2020), we use this context as “a natural testing
ground for cognitive research” (Maitland & Sammartino, 2015: 734).
Through explicit theorizing simultaneously on both the national culture
(Beugelsdijk et al., 2018) and formal institutions (Kostova et al., 2020)
of host countries, our study illustrates the differential effects of CEO
aging. Our findings not only add to a more definitive understanding of
how various aspects of the host country context differentially and jointly
influence MNE decisions (Beugelsdijk et al., 2018), but also refine the
boundary conditions of the risk-oriented conceptualization of CEO aging
often invoked by prior IB research. In particular, our findings on the
decision-making of aging CEOs along the dimension of weak institutions
and our post hoc analysis regarding the insignificant relationship be-
tween CEO aging and internationalization intensity highlight the limi-
tations of previous risk-aversion arguments underpinning CEO aging (c.
f., Matta & Beamish, 2008).

Overall, our study accounts for both the behavioral complexity of
aging managers in MNE hierarchies and the complexities of country
variation. Correspondingly, it brings theorizing closer to the realities of
managerial work inside contemporary MNEs. It also contributes to a
more nuanced understanding of MNE internationalization through a
micro-foundational approach that links IB with the behavioral factors
emanating from aging CEOs (Desai, 2024; Farah et al., 2021; Meyer
et al., 2020). The cognition and preferences of CEOs are key to under-
standing real-world strategic decision-making within MNEs.

Finally, using an MNE portfolio approach, we simultaneously ac-
count for the entire set of HQ-subsidiary relationships, which is a vital,
yet under-studied, source of variation in subsidiary management (Lee,
2022). As previously mentioned, the underlying premise of our study is
that MNE decision-makers do not manage their foreign subsidiaries as if
they operate independently. Based on this premise, our empirical
strategy provides an integrative approach to explain managerial
behavior with respect to internationalization.

6.1. Managerial and policy implications

The results of this study have several practical implications. First, for
aging CEOs, their levels of fluid intelligence may decrease, negatively
influencing their ability to make cognitively demanding decisions. But
they often appear more reflective, intuitive, savvy, holistic, and inclu-
sive. The experience effect, accumulated from both past successes and
failures, enables aging CEOs to optimize their goal pursuit and enhance
their competence. Therefore, MNEs may benefit from governance and
support structures that align task demands with cognitive strengths of
aging CEOs. Developing a balanced understanding of aging is also ad-
vantageous for aging CEOs themselves, as exposure solely to negative
stereotypes of aging can impair their memory performance, self-efficacy,
and judgment, thereby preventing successful aging (Lupin & Wang,
2004). In contrast, older individuals with positive expectations about
aging may have better cognitive health (Hill et al., 2024).

Although our primary focus is on aging CEOs, the insights from this
study may also inform practices relevant to managers across different
organizational levels. For example, mid-level managers working with
aging CEOs can benefit from a better understanding of how age-related
shifts in decision-making may shape strategic direction, particularly in
the context of MNE internationalization. This awareness can facilitate
more effective cross-level communication and, therefore, better stra-
tegic alignment. Since aging is a broader organizational reality, MNEs
may consider equipping managers at all levels, such as mid-level and
line managers, with tools to adapt and perform effectively. Training
programs that focus on goal prioritization, experience-based decision-
making, and adaptive strategies may help sustain managerial effec-
tiveness over time. Finally, fostering a more positive and inclusive
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narrative around aging across all levels of the organization may help
reduce the stereotype of aging and consequently more fully capitalize on
the strengths of an experienced workforce.

Our study also has important implications for policymakers who aim
to achieve the societal agenda of successful aging at work in the face of a
demographic shift. In an aging society in which business leaders have
significant influence over economy and society, policymakers should
consider the nuanced effects of manager aging and how organizational
design can foster optimal decision-making to help mitigate the issue of
cognitive decline. Accordingly, policymakers may make better-informed
decisions regarding related legislation and regulations such as extending
the career opportunities for aging professionals.

6.2. Limitations and future research

This study inevitably has some limitations. First, our study is based
on a large-sample panel data analysis, without probing into the actual
decision-making process reflecting the cognitions, heuristics, and biases
of MNE CEOs. The demographic-cognitive connection is estimated based
on guidance from extant literature rather than being directly measured
(Miller et al., 2022). We suggest that future work use more refined
qualitative research methods, such as interviews and survey experi-
ments, to add meaningful nuances to our theory. For example, future
research could shed light on how aging CEOs thoroughly collect, ex-
change, interpret, and integrate heterogeneous information regarding
internationalization decisions (Krause et al., 2024).

We also recommend that future studies explore how other organi-
zational factors (e.g., organizational culture and routines) as well as CEO
task experience and psychological factors (e.g., regulatory focus, stew-
ardship, and equity wealth) (e.g., Benischke et al., 2022), along with our
conceptualized mechanisms, influence MNE internationalization. For
example, truly generative CEOs—those genuinely committed to
nurturing and guiding the next generation (Joshi et al., 2021)—may
proactively collaborate with their capable successors to compensate for
their cognitive decline, while hypo-generative or anti-generative CEOs
might be less likely to adopt this strategy. As another example, CEOs
who score high on neuroticism (Charles & Carstensen, 2010) might not
reap the age-related benefits as the crystallized intelligence perspective
would predict. It is also important to recognize the influence of envi-
ronmental context. In settings characterized by high volatility, for
example, where improvisation and rapid adaptation are critical, reliance
on past schemas may result in rigidity or maladaptation (e.g., schema
entrenchment, motivated conservatism). These factors can limit an
aging CEO’s capacity to generate novel solutions in the context of MNE
internationalization.

Second, older CEOs may acquire other means to maintain func-
tioning in selected goals (Ng & Law, 2014). Future studies may thus
extend our framework by enriching the role of compensation in
addressing CEO age-related issues in the context of MNE international-
ization. We expect that such an integrative approach may help further
improve individuals’ work ability and career success (Abele & Wiese,
2008). For example, the social and emotional functioning of older adults
is found to be equal or even superior to that of younger adults (Charles &
Carstensen, 2010), thus may offer an additional avenue for compensa-
tion strategies in decision-making.

Finally, our focus is on the universal cognitive mechanisms of aging
and their impact on MNE internationalization rather than cross-cultural
differences. While the Japanese context offers valuable insights owing to
its advanced stage of population aging, we acknowledge that Japanese
MNEs represent a more consensus-style of decision-making. The long-
term nature of employment that elicits employee loyalty (inducing
groupthink) may be unique to the Japanese context (Keeley, 2001). As
such, the impact of aging CEOs on MNE internationalization might be
more pronounced in other home countries where CEOs have more au-
tonomy in shaping their MNEs’ international portfolios. However, the
effect of CEO aging can also be more complex in Japan owing to
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Confucian ideals of seniority in the country, where seniority is often
valued and managers with more years of experiences are often given
greater authority and respect. Furthermore, recent research shows that
the collectivistic context like Japan may render aging CEOs less likely to
suffer age-related penalties (Tomova Shakur et al., 2024). We thus
recommend replicating our findings using MNEs from other home
countries for theory building.
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