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Returnee Entrepreneurs’ Local Adaptation and Firm Performance:

An Investigation of the Mechanism
Wei Zheng' Rui Shen' Daomi Lin®> Jiangyong Lu'

(1. Guanghua School of Management, Peking University; 2. Lingnan (University) College, Sun Yat-sen University)

Abstract: For returnee entrepreneurs, how to overcome the “liability of foreignness” is critical for their firms’ success.
Drawing on the perspective of the interaction between entrepreneurs and the environment, the study investigates the relationship
among returnee entrepreneurs’ adaptation, firm localization and firm performance. Employing a unique, hand-collected survey
data of returnee entrepreneurs in Beijing, the study shows that there is a positive relationship between returnee entrepreneurs’
adaptation and firm performance, and firm localization fully mediates this relationship. The percentage of local members in top
management team positively moderates the relationship between returnees’ adaptation and firm localization.
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