


RECONCEPTUALISING LOF THROUGH A DIASPORA RESOURCE PERSPECTIVE- IMPLICATIONS FOR FOREIGN MARKET ENTRY STRATEGY
ABSTRACT
The concepts of Liability of foreignness (LOF) and Liability of outsidership (LOO) address foreign market entry problems in international business (IB) from a deficit perspective. The deficit perspective remained and captivated the nature of inquiry. One of the unintended consequences has been lack of discussion using multi-level perspectives. We integrate diaspora perspective and explore how foreign entrants could employ diaspora resources to overcome liabilities related to “foreignness”? We examine the boundary personnel as “liability-carriers”, review the conceptual development and move from liabilities towards assets, and apply a positive lens to model the potential use of diaspora resources and formulate propositions. The paper contributes by introducing a market entry model that illustrates how foreign entrants can capitalize on diaspora resources and networks either inherently or by internalization and focussing less on problems of foreignness and shift to recognise that diasporans possess more assets than mono-cultural foreign entrants. The paper presents propositions for further research.

INTRODUCTION
A foreign market entry is a complicated and costly process. Various trade barriers and impediments by incumbent firms hinder foreign entrants (e.g. Petersen & Pedersen, 2002). Liability of foreignness (LOF) or ‘outsidership’ (LOO) is considered to form one major difficulty for successful entry into foreign markets (e.g. Johanson & Vahlne 2009; Denk & Kaufmann & Roesch 2012). In LOF concept foreignness relates to the nationality and culture of the entrant firm in relation to the target market, while outsidership refers to the lack of embeddedness in a market. These concepts of IB theory relate to theories in sociology and cultural studies which examine the individual and network level interaction (cf. Portes 1998, Brannen & Thomas, 2010). Therefore, these concepts require more attention as “shifting to greater theoretical pluralism offers numerous possibilities for new research approaches to further increase the understanding about the concept of liabilities of foreignness” Denk, Kaufmann and Roesch (2012: 2).  Zaheer (1995: 360) also suggests that the central conceptual question that needs to be examined is: “What aspects of foreignness matters most: a unit’s ownership, the location of its head office, or the perception that its parent is foreign?”. In a similar vein Fletcher (2008) notes that, in order to incorporate the complex nature of the internationalization process, one needs to widen the understanding of the workings of LOF.  Hence, we attempt to shift the theorizing interest to conceptualizing what is foreign in market entry and how this deficit can be overcome or turned into a positive effect, i.e. understand its working.
In general, only the deficit such as foreign firms’ lack of embeddedness, lack of trust, and, lack of local legitimacy as it needs to confront unfamiliarity, relational, and discriminatory hazards has been in the epicenter of interest (cf. Denk et al.2012).  This dominance of negative focus (i.e. cost, hazard ) and foreign entrant view (i.e. exporter, MNE)  is notable, while there is very little research on the positive side of the “foreign” token or from the incumbent perspective (cf. Freiling & Laudien, 2012; Hilmersson, 2013; Elo & Bitektine, 2013). In fact, the concept of LOF seems to live in a theory-scape that does not integrate aspects from other research disciplines or domains such as transnational diaspora, immigrant or ethnic entrepreneurship that provide understanding of what foreign depicts in business context (cf. Riddle, Hrivnak & Nielsen, 2010; Bräutigam, 2003; Gillespie et al., 1999; Rauch, 2001).
To alleviate the conceptual perspective-limitedness, we first review the extant conceptual development from both positive and negative sides of LOF ( referred to as both sides of the token). We then attempt to advance the scope of conceptual discussion by integrating elements related to foreignness representing people and network-level inherent resources from other domains (cf. Barney, Wright & Ketchen, 2001). These are resources and mechanisms linked to the concept of foreignness that represent positive aspects, such as opportunity, marketing advantage, relational advantage,  and other competitive entry advantages (cf. Brannen, 2004; Nachum, 2010; Freiling & Laudien, 2012; Walch, 2014). In particular, transnational and diaspora theories building on cultural and social forces illustrate resources that together with a novel lens capitalizing on positive organizational scholarship (POS) views (Cameron & Caza, 2004)  may explore positive resource potential also for conventional “foreign” market entry. These resources are manifold and multifaceted; thus, we focus on aspects of diaspora human resource and capital (i.e. employees, managers, social capital) and entrepreneurial activity (i.e. diaspora enterprise, diaspora business owner and manager, diaspora agent). In the era of growing global business and migration these resources become crucial for achieving international competitiveness. Diversity and transnational diaspora business actors provide potential for overcoming LOF beyond MNE headquarter vs. subsidiary context (cf. Caprar, 2011, Chand & Tung, 2011; Fitzsimmons, 2013). 
In short, we believe that the conceptualization of the situation where a monocultural “foreign firm” (i.e. the conventional entrant) enters another monocultural market should be revised, since it does not reflect the contemporary IB reality and ignores the inherent people dimension. As Obadia (2013) suggests, the boundary staff (i.e. the people involved, whether employees, managers or entrepreneurs) in international business are a key for understanding foreignness being in the epicenter of interaction. 
Cheng, Henisz, Roth and Swaminathan (2009, 1072) suggest that “moving forward is not about reformulating novel, dependent or independent variables; it is about addressing phenomenon that can only be unpacked by combining theories, concepts, data and methods from multiple disciplines to explore the scope of boundary conditions of multiple disciplinary perspectives and the benefits of their integration”. Following this call, we attempt to theorize on the “foreign” aspects of the LOF and resulting outsidership, and how it can be strategically alleviated or employed as asset at market entry. The purpose is to extend the scope with a novel interdisciplinary perspective of diaspora resources that takes the discussion further from conventional entrant-views and ethnic enclave-model boundaries to integrated strategies.
While exploring assets and resources we address the level of “who”, i.e. the people in firms who carry foreignness and the effects of foreignness, and the resources and effects of transnational diaspora (cf. Obadia, 2013; Riddle et al. 2010). The paper sets the following research questions: 1) How IB theory has conceptualized the role of diaspora in terms of LOF?, 2) what kind of basic strategies firms may apply to reduce LOF by employing diaspora resources?, and 3) can these strategies provide resources that turn a threat into an opportunity at market entry?
The paper is organized into four sections. The first section provides a theoretical and conceptual review to the development of foreignness and outsidership -concepts in foreign market entry context.  The second section reviews diaspora literature from market entry and resource perspective. It discusses and integrates diaspora resources and networks to LOF concept for providing a basis to develop theory. It theorizes two ideal types of foreign entrants and draws upon the strategies they employ to deal with foreignness and presents a conceptual model built on several related propositions. The final section summarizes the conceptual aspects and calls for further empirical research to test and validate the propositions.
This paper is an attempt to contribute to the literature by:
a) Responding to Denk et al.( 2012, p.11) call for further scrutiny to the topicality and usefulness of traditional LOFs concept in international business by reflecting contemporary culturally diverse situations and their layers  of analysis
b) Explicating the research gap related to IB: there is a lot of research on what liabilities of foreignness are, how they influence and how they can be mitigated, but there is little research on positive features linked to LOF and their effects which the review section explores
c) Proposing a conceptual model to employ “assets of insidership” that stem from the presence and embeddedness of individuals in social and cultural context, and 
d) Illustrating how the notion of insidership (as opposed to the concept of outsidership driven by foreignness) can be used to reduce costs incurred by existence of LOF by examining ideal types of firms (cf. Weber’s ideal types in Cohen, 2008, 161).
CONCEPTUAL DEVELOPMENT OF LIABILITY OF FOREIGNNESS – A REVIEW ON BOTH SIDES OF THE TOKEN
LOF as a concept evolved through a comparison of costs and difficulties related to foreign firms entering overseas markets and competing with the incumbent firms in the same market. Hymer (1976) presented the view that organically evolving local firms (defined as indigenous in the context of this paper) have improved access to market specific information: they are better embedded in the local environment and do not suffer from foreign exchange risks. Absence of these elements contributes to competitive disadvantages faced by foreign firms as market entry is hindered. Since then, concepts of distance between foreign and indigenous firms resulting from information asymmetry to aspects of foreignness were developed. For instance, the psychic distance is defined as “the sum of factors preventing the flow of information from and to the market” by Johanson and Vahlne (1977: 24). They cited differences in language, education, business practices, culture and industrial development as contributors to psychic distance. Although implicitly present, these aspects are encountered on people level. The Uppsala model for market entry proposed an entry order starting with exports via an agent, followed by established sales subsidiary and later in some cases by beginning production, as exporters attempt to reduce psychic distance[endnoteRef:1] between home and host countries (ibid).  [1:  This paper limits the discussion on the concept of foreignness and does not go further in analysing other related concepts in terms of distance, such as psychic distance, cultural or institutional distance] 

Zaheer (1995) addressed the etiology and further developed the concept further towards “liability of foreignness” (LOF) which has been advanced by numerous other scholars (e.g. Rugman & Verbeke, 2007; Johanson & Vahlne 2009: Denk et al., 2012; Qian, Li, & Rugman, 2013).  In the seminal article, Zaheer (1995, 343) explicates the firm and country-level sources for the LOF as costs: 1) directly associated with spatial distance, such as the costs of travel, transportation, and coordination over distance and across time zones; 2) related to firm-specific features based on a particular company's unfamiliarity with and lack of roots in a local environment; 3) resulting from the host country environment, such as the lack of legitimacy of foreign firms and economic nationalism; and 4) incurred in the home country environment, such as the restrictions on high-technology sales to certain countries imposed, for example, on U.S.-owned MNEs.

Beyond the role of the macro-context, institutions have also  been rather central to the development of LOF concept as it was recognized that cross-societal informal and formal institutions play a significant role in addressing hazards of foreignness (cf. Gibbon, 2003; Bitektine, 2008; Chung & Tung, 2013).  Attention was drawn to understanding three categories of hazards generated by being foreign (e.g. Eden & Miller 2004, Denk et al., 2012). They are: 
· Unfamiliarity hazard: incurred due to costs from incorrect market assessment prior to entry based on insufficient and erroneous information mainly due to inadequate knowledge of the host country’s culture, norms, values and business practices and lack of institutional knowledge about indigenous firms.
· Relational hazard: reflecting higher organizational costs for internal and external transactions as interactions such as the management of activities abroad which are more demanding due to increased spatial and cultural distance, inability for effective engagements of inter-firm interactions in networks due to lack of embededness in local networks, and inability to demonstrate trust.
· Discrimination hazard: involving rise in costs as foreign subsidiaries are treated in a less favorable manner by stakeholders and government, due to nationalistic tendencies and questioning of legitimacy, fuelled from consumer ethnocentricity and political pressures. (Eden & Miller 2004, Denk et al., 2012).
All of these  hazards are dynamic and context-specific or regional (cf. Qian et al. 2013). There are drivers that influence the degree of LOFs which stem from cultural and spatial differences, lack of embeddedness, lack of international experience, high foreign competition, and insufficient host-market knowledge. They all impact, individually and comprehensively, on performance and survival of MNEs operating abroad (Denk et al., 2012). Most of these drivers seem to simultaneously affect more than one type of LOFs hazards. Although the research literature emphasize MNE operations, Elo (2005) and Bitektine (2008) note that similar hazards and entry problems are also encountered by SMEs. As a result, LOF is a common concern of all firms that wish to enter new foreign markets. 
The contextualization related to markets evolves. Recently the research interest on the effects of LOF for firms venturing into emerging foreign markets is growing (Denk, Kaufmann & Roesch, 2012) Their review identified four theoretical and analytical premises: international expansion, social network theory, institutional theory, and the resource-based view.  Similarly, the LOF conceptualization gets broader: especially concerning the way organizations internationalize and individuals interact amongst international players and contribute to reduction of LOF related hazards (see more in Special Issue of Journal of International Management, 2012).  Knowledge transfer, resource commitment, reputation and relationship aspects, local network embeddedness, and organizational attractiveness are among these newer research foci. Despite the broadening of the scope, the positive view on resources and the explicit people-level remain implicit in LOF.
Denk & Kaufmann & Roesch (2012) advanced the strategy view and highlighted four generalized outcomes firms employ to address issues concerning LOF. One relates to geographic expansion. This is basically based on findings of cited studies identifying differential cost structures between home and foreign market entry. The studies emphasized that firms experience lower LOFs in the home market compared to the foreign market entry. The second outcome relates to firms engaging in international joint ventures in order to reduce the cost of entry due to LOFs. The third outcome, based on the updated Uppsala model, shows the significance of relational hazards for addressing LOF. The final outcome relates to firms operating in social networks as platforms for creating and sharing market related information. The insiders in the social network draw on market-specific business knowledge and further build local network ties and thus increase their embeddedness (cf. Johanson & Mattsson, 1988).
Embeddedness is addressed in the further conceptualization of the LOF. Johanson and Vahlne (2009) advanced the LOF concept by introducing the liability of outsidership as an issue for understanding the difficulties of internationalization, as the firm and individuals representing them do not belong to relevant networks which are often built on strong relationships and social ties. Incumbent firm’s position in such networks is embedded, being an insider. Network Approach in Internationalization by Johanson & Mattsson (1988) conceptualized the embeddedness (relating to insidership) in local and foreign networks as central resource in market entry and internationalization. Moreover, the role of individuals in the firms is emphasized in the social network theory and psychology (cf. Obadia, 2013). Managers form networks and ties with others to access information and scarce resources and these network ties depict the system of embeddedness. Granovetter (1973) identified two types of ties - weak and strong. From a network perspective, strong links between actors usually favor the exploitation of existing knowledge and technologies, whereas weak links favor the exploration of new knowledge and technologies (Ahuja, 2000). There is also evidence in the entrepreneurship literature (Clydesdale, 2008) that individuals with better access and quality to social resources, including social networks and other resources are more likely to succeed in business entry. Entrepreneurial and social networks represent platforms of resources while individuals act as nexus connecting resources internationally. Deducing from literature, it becomes evident that the people and their network level require conceptual attention in addition to the foreign firm actor.
The review illustrates that the liability side of foreignness has been approached by multiple foci and lenses widening its scope and contextualization resulting in shift towards novel perspectives and assets (Table 1). The table 1 provides an overview of the development and conceptualization of foreignness in the context of market entry and how it has been approached regarding firm level and strategy. Firm specific assets (FSA) have been acknowledged in many LOF studies, but their role has been secondary in explaining LOF and LOO. 
--insert Table 1 here--
Assets of foreignness (AOF) and assets of insidership (AOI)
Asset of foreignness (AOF) is the first asset-based approach stemming from transnational literature (Nachum, 2010). In similar vein Brannen (2004) approached sides of foreignness with marketing lens. However, there are only very few studies focusing on the asset side of foreignness as the analysis of Walch (2014) illustrates. In the context of transnational enterprise research, the concept of LOF has been examined from a transnational theoretical premise (Freiling & Laudien, 2012) wherein TNCs own ‘assets of foreignness’ (Nachum, 2010) is used to overcome the barriers set by LOF.  They note that firms engage in co-existing liabilities and assets when making decisions. Transnational researchers emphasize prevalent inherent and distinctive characteristics of TNCs and recognize the pivotal role they play in competitive positioning of TNCs (Nachum, 2010). Knowledge and capabilities in this approach recognize the importance of TNCs to high numbers of ties to various market partners (Freiling & Laudien, 2012).
Also the outsidership dimension of foreignness has been approached from its positive side. Elo & Bitehtine (2013) discussed social construction of LOF and the other side of the token “assets of insidership” that stem from local presence and embeddedness. They employed incumbents’ view and discussed incumbents’ strategies against foreign entry that build on the assets of insidership and manipulate the degree of perceived foreignness of the entrant. Assets of insidership concept take relationships and networks in the epicenter instead of foreignness, as this perspective considers relationships to have the potential for learning and knowledge sharing, and for building trust and commitment, both of which are preconditions for internationalization (e.g. Johanson & Vahlne, 2009; Coviello, 2006; Coviello & Munro, 1995, 1997). As Johanson and Vahlne (2009) point out business environments are viewed as a web of relationships or networks, which means that the outsidership in relation to the relevant network is the root reason for uncertainty more than psychic distance. “Hence insidership in relevant network(s) is necessary for successful internationalization, and so by the same token there is a liability of outsidership” (Johanson  & Vahlne, 2009, 1411). Luo and Tung (2007) implicitly examine these assets (AOI) describing them as “critical assets” in their emerging market multinational corporations’ springboard approach to international expansion through acquiring strategic resources and reducing their institutional and market constraints at home. Here, both access to resources as well as speed of entry are in focus. Through this approach, these companies overcome their latecomer disadvantage in the global business through a series of aggressive, risk-taking measures by aggressively acquiring or buying critical assets from mature MNEs to compensate for their competitive weaknesses. Such critical assets can be also constructed on micro-level social capital, especially the role of boundary spanners forms a relevant type of social capital that may connect markets and transform social capital into assets of a local unit (Kostova & Roth, 2003). Tung (2008) discusses how the growing mobility of human talent across international boundaries creates brain circulation that may increase a country’s competitiveness, but also a company’s competitiveness as they benefit from the resources of ethnic diasporas. These ethnic diasporas have social networks and resources similar to critical assets and assets of insidership which facilitate and enable market entry processes (Chung  & Tung, 2013). In addition, Tung and Chung (2010) found that companies that are owned by immigrants and/or hired immigrants in key decision making positions (immigrant effects or IE, in short) were (a) more likely to resort to a higher resource commitment when entering into the target market; and (b) used more extensively in target markets where there are greater variations in customer behavior.  The local embeddedness of diasporans can act as a key to face entry and post-entry competition to stem the flow of foreign firms exit rate. Walch (2014) notes that in an environment, with high foreign competition, a correspondingly high exit rate among foreign firms may exist because the competition itself may be localized or tainted within two different entities: competition among foreign firms, and competition among local firms. Diasporans  inherently possess unique advantages for  effective fostering of trust across diverse cultures as they can leverage the trust that they have built with their country of residence (COR) (through education and/or work experience) and their country of origin (COO) (through ethnic ties) to bring about trade-related benefits to both their COO and COR (Chand & Tung, 2011). Chand and Tung (2011) point out that diasporans are uniquely positioned to generate trust which is essential to successful market entry processes. Through becoming these critical assets in the organization they can effectively connect firms between markets and play a formidable role in the entry process. 
The review presents a preliminary attempt to explore the positive side of LOF and LOO concepts and their conceptual development.
DIASPORA RESOURCES AND NETWORKS- RESOURCES ON THE OTHER SIDE OF THE TOKEN
The overview of the LOF literature illustrates that the positive dimensions (such as assets, insidership, opportunities, etc.) are mostly tacit features of LOF. Numerous studies across disciplinary borders have explored these positive dimensions, albeit implicitly, and pointed out the the inherent nature of foreignness that can potentially be  employed positively (cf. Brannen, 2004; Luo & Tung, 2007; Muzychenko, 2008; Drori, Honig & Wright, 2009; Riddle, Hrivnak & Nielsen, 2010; Riddle & Brinkerhoff, 2011; Chand & Tung, 2011; Chung & Tung, 2013). Due to the interdisciplinary nature of the phenomenon of foreignness, and outsidership, only partial explanation is possible with measurements and scales. Instead, we integrate the positive people level explanatory mechanisms –diaspora resources particularly- to explain how to overcome problems of LOF and LOO by linking interaction, culture, language and norms. This will enable us to shift the focus of attention from constraints and difficulties towards potential, hidden resources, opportunities and reduction of LOF costs.
Previous literature did not consider the diaspora resources while addressing LOF conceptualization or contextualization. As the extent and nature of LOF/LOO costs are largely context driven these particular resources embedded in their contexts once recognized may change the perspective of what is foreign and the related costs and hazards associated with being recognized as foreign. The transnational view of the firm (TNC) builds on the firm level while diaspora research recognizes people, boundary personnel and managers. The significance of people level resources to reduce the costs incurred by existence of LOF is essential when considering foreign market entry and also implicitly evident in the TNC context. Transnational diaspora, diaspora entrepreneurs and managers represent a particular type of resource with different resources dynamics compared to foreign local employees (cf. Caprar, 2011). Foreign market entry strategies require specific dynamic resources and capabilities (Barney, Wright & Ketchen, 2001) that enable the exploration and exploitation of foreign market opportunities and business potential despite market- and institutional impediments. There is significant research literature on the role of resources generated and provided by diaspora on international business and development (e.g. Saxenian & Hsu, 2001; Cohen, 2008; Drori, Honig & Wright, 2009; Brinkerhoff, 2009; Riddle, Hrivnak & Nielsen, 2010; Riddle & Brinkerhoff, 2011; Chand & Tung, 2011; Dutia, 2012; Chung & Tung, 2013; de Lange, 2013; Kotabe, Riddle, Sonderegger, & Täube, 2013; Elo, 2014). These roles in IB are multiple including roles as business conduits, boundary spanners, bridge builders, change agents and entrepreneurs. 
Developing theory with a conceptual model and propositions
In our attempt to conceptualize and understand how LOF is constructed we reviewed both negative and positive sides of the concept. We identified the elements of diaspora and positive assets in extant research literature that may explain key parts of the phenomenon, especially how to reduce LOF and LOO and increase AOF and AOI, when POS lens is employed. Based on this interdisciplinary review we endeavor to integrate novel aspects of diaspora resources, networks and POS, and consider them collectively as asset tools that can be used to conceptualize a model. 
We propose a conceptual model that builds on synthesis of extant research literature and incorporates several propositions for reducing liabilities of foreignness/outsidership and increasing assets of insidership, see Figure 1. We identify effects that reduce LOF at foreign market entry level and explore ways to increase assets of insidership to facilitate foreign market entry process. In order to make the conceptualization more cohesive we chose to apply Weber’s ideal types (see more in Cohen, 2008:161) that illustrate two distinct cases of foreign market entry: 1) a multinational enterprise (MNE) with a foreign status (i.e. not considered as local), and 2) diaspora enterprise (DE) with a perceived “local” status due to diaspora ownership, entrepreneurship and or management by ‘co-ethnics’ (cf. Hart, 2011a,2011b; Obadia, 2013). The first case represents the dominant case in LOF literature while the second case illustrates the meaning of the “who” (the carrier of LOF/LOO) and the respective resources and networks yet novel to LOF conceptualization.
--Figure 1 here--
We discuss these propositions in the light of their theoretical origin and grounding. The LOF literature considers the foreign entrant to possess a perceived status of foreignness by the others (at the entry market) and inherently carry negative connotations, even stigma, which have so far been identified as liabilities of foreignness and liabilities of outsidership. (cf. Denk et al. 2012; Moeller, Harvey, Griffith, & Richery, 2013). Thus far, the negativity has been highlighted and the foreign entrants experience additional entry costs imposed by incumbents, institutions and other extant market actors, even consumers (cf. Bitektine, 2008; Elo & Bitektine, 2013). In short, the foreign entrant becomes “foreign” in the target market not in an enacted manner or by strategic choice, but by simply expanding outside its “home” markets. At market entry, foreignness is mostly perceived and acted particularly by boundary staff (cf. Obadia, 2013). A mono-cultural foreign firm entering another different market illustrates conventional “foreignness”. Therefore, we begin the re-conceptualization of LOF through eight (8) interrelated propositions. They are: 
Proposition P1: 	Foreign entrants are negatively influenced by high LOF and LOO
The case of diaspora enterprise is novel to LOF. Diaspora enterprise is not necessarily an indigenous firm, i.e. it does not locate in the foreign target market but it is owned, established, managed or otherwise populated with diasporic staff. It can also be a transnational enterprise (Drori et al., 2009). A diaspora enterprise can also suffer from some LOF and LOO depending on the time spend abroad by the diasporans (as generations influence the LOF and LOO), but due to its transnational diasporic character it is able to overcome these liabilities easier and faster than non-diasporic foreign entrants. This leads to proposition 2:
Proposition P2:	 Diaspora enterprise is negatively influenced by LOF and LOO, but to a lesser extent than a non-diasporic foreign entrant
Diaspora enterprise has features like diasporic ownership, management or staff, or it incorporates forms of diaspora entrepreneurship (Riddle et al. 2010; Carbonell, et al. 2011; Elo & Jokela, 2013). Diasporans employ effectively their social networks; provide transnational perspectives and make available international networks for business purposes (Chung & Tung, 2013; Chen & Tan, 2009; Flisi & Murat, 2011; Dutia, 2012). Diaspora entrepreneurs often have the ability to turn constraints into possibilities and success (Hart, 2011a, 2011b) and adapt to difficult situations (Portes, Guarnizo & Haller, 2002). In addition, they may have motivations that are driven by more altruistic thinking and make things possible by sharing common cultural or ethnic aspects (Brinkerhoff, 2009; Riddle & Brinkerhoff, 2011). A diaspora enterprise that has its origin in the target market (i.e. for diasporas it is their home country) has access to significant diaspora networks and resources related to target markets. A diaspora enterprise can also relate to another foreign target market through diaspora resources and networks (when available) even if these are not previous home countries. Such transnational diasporas and diasporic firms possess assets of foreignness and assets of insidership arising from embeddedness, interconnectedness, particular perspectives and unique "ethnic resources” (Wescott & Brinkerhoff, 2006;  Riddle et al. 2010; Carbonell et al., 2011; Nkongolo-Bakenda & Chrysostome 2013; Chung & Tung 2013; Vissak & Zhang 2014). These insider assets reduce the negative effect of LOF and LOO. In similar vein, diaspora networks and resources are perceived as “home country resources” in theoretical discussions. For example, references to on brain ‘drain’, brain ‘gain’ and brain ‘circulation’ all illustrate inherent ownership of migrants and their brains by their home country. Notions of emigrants being fellow countrymen, who exhibit home country orientation, altruistic behavior, and shared identity and cultural schemes link members of the diaspora (in the country of residence) and home country for business interactions, are often cited in diaspora business literature (Vemuri, 2014). Connections between individuals are made and through diaspora networks resources are made available to establish commonness and insidership rather than stigmatized for becoming ‘foreigners’. Diaspora networks and resources can be internalized by foreign entrant’s organization by buying, hiring or acquiring diaspora resources. We believe suitable shared mindsets and settings of diasporas and individuals in target country’s interactions –even if internalized - will potentially reduce costs associated with LOF and LOO as trust evolves faster and facilitating relatively easier emergence of partnerships. Diaspora resources and networks effectively have the potential for reducing the entrant’s LOF and LOO in the entry process. Diaspora networks, whether in previous home markets or in other foreign markets, can be a valuable resource for market entry even when they are the shared ones with the diaspora enterprise. Diverse and internationally experienced target market is more capable and competent to deal with foreign business partners than homogenous non-international target market. Extant diaspora networks and resources located in the target market, their international business competence, and their shared cultural and ethnic schemes have a positive effect on AOF and AOI of the diaspora enterprise as there is no cognitive foreignness bias distorting the cooperation (cf. Obadia, 2013). 
Thus, we propose that diaspora resources and networks have three distinct forms and “locations” of effects. These are described as propositions P3 (a) to P3(b).
	Proposition P3a: 	Inherent diaspora networks and resources of a diaspora enterprise possess AOF and AOI to reduce LOF and LOO (concerning diaspora enterprise)

	Proposition P3b:	Diaspora networks and resources, when internalized, can potentially reduce the foreign entrant’s LOF and LOO (concerning a non-diasporic entrant, such as MNEs)
	Proposition P3c:	Diaspora networks and resources in the target market, when sharing cultural and ethnic schemes with the inherent diaspora networks and resources, can create and increase AOF and AOI in the target market and thus reduce LOF and LOO
The above mentioned resources relate also to a positive approach for livelihood, business, prosperity and development through entrepreneurship, opportunity exploration and exploitation and to particular diaspora capabilities (cf. Muzychenko, 2008).  Also foreign entrants may benefit from the use of POS as a lens. This approach requires reconsidering simultaneously both positive and negative aspects of foreignness and available hidden or diasporic resources that may have been previously untapped. Thus we propose:
	Proposition P4a: 	Diaspora enterprise can better apply the POS framework (than the foreign entrant) and thus further increase its AOF and AOI reducing its LOF and LOO
	Proposition P4a: 	Application of POS framework can reduce the foreign entrant’s LOF and LOO by increasing AOF and AOI
Johanson & Vahlne (1977) highlighted the central role of agents at the foreign market entry level. They emphasize the alternative modus to enter the market indirectly through the aid of an agent or similar support of an intermediary which reduces the risks and costs of LOF and LOO and employs AOF and AOI. Drawing on the theoretical review we believe that when the intermediary is a transnational diasporan this further facilitates and speeds the entry processes, and by selecting an indirect entry mode the entrant significantly reduces risks, costs and hazards. The foreign entrant may also benefit from employing strategies based on the POS framework of the intermediary through novel perspectives and opportunities that it would not be able to explore or perceive itself. Therefore, we propose:
	Proposition P5:	 Selecting an indirect entry mode through a diaspora enterprise the foreign entrant can reduce its LOF and LOO indirectly
In sum, these propositions illustrate two types of resources that can be integrated to address foreign market entry: 1) diaspora resources and networks, and 2) POS framework. POS framework can be considered as a resource here as it relates to drivers for asset building, opportunities, motivation and other human capital.  The conceptual model introduces two ideal types (i.e. foreign and diasporic entrant) and their strategic choices to address LOF, LOO, AOF and AOI. The strategy choices for a foreign entrant are: 1) internalize diaspora resources and networks, 2) apply a POS framework in combination with internalization to amplify the effect of internalization and the hidden resources, or 3) select an indirect entry mode and capitalize on the ability of a diaspora enterprise to enter the target market. For a diaspora enterprise the strategic choices are: 1) strategic employment of inherent resources and networks for market entry, 2) amplification of this effect by using a POS framework, and 3) building on shared diaspora networks in foreign target market or home market networks in the case of previous home market entry. We believe this conceptual model assists in addressing LOF using a POS lens and utilizing diaspora resources as one explanatory resource type. Based on such a conceptualization effective use of diaspora resources will reduce LOF and LOO and increase AOF and AOI. Although the propositions suggested in this paper are based on extant literature further studies to test these propositions in an empirical setting is warranted.
Discussion and conclusion
In line with the call to scrutinize the topicality and usefulness of the LOF concept (Denk et al. 2012) we reviewed numerous studies in different disciplines that examined foreignness, especially at the market entry level.  We found only few articles on AOF and AOI that go beyond FSA thinking.
It seems that the theoretical development and further conceptualization of LOF still focuses strongly on deficit approach and negative distance or difference. We addressed this gap by introducing diaspora and POS as elements to facilitate explanation of foreignness related problems at foreign market entry. We found that theory has conceptualized the role of migration and diaspora in terms of LOF mainly as a human resource, as social capital, as a business actor (entrepreneur, manager, expert, investor, developer), but little explicit reference was found related to the role of migration and diaspora regarding LOF. However, we believe that diaspora resources have significant explanatory power to influence LOF, its revised version LOO, and the utilization of positive aspects (e.g. AOF, AOI) all in line with POS. The broader interdisciplinary literature review indicates that the dichotomy of outsidership-insidership deserves to be examined more carefully at the conceptual level. We agree with Obadia (2013) that novel interdisciplinary approaches such as psychology can explore mechanisms and dynamics of LOO/AOI befitting both theoretical and managerial understanding. Thus, we recommend further research at the individual level, in particular, focusing on “at the boundary staff” context (Obadia, 2013) where this phenomenon takes place in real life.
We deduced basic strategies for the firm level as managerial contribution. We suggest that the basic strategies firms may apply to reduce LOF by employing migrant and diaspora resources for large corporations, such as MNEs were: 1) internalization of diaspora resources using recruiting and acquisitions (Andersen, 1997); and 2) employment of diaspora enterprise intermediaries  (cf. Agent in Johanson & Vahlne, 1977). In the case of diaspora enterprises we suggest the significance of (1) inherent diaspora resources as ownership advantage to increase AOF and AOI; and (2) employing target market based diaspora resources and networks for market entry (Eden & Miller, 2004; Brinkerhoff, 2009, Riddle & Brinkerhoff, 2011)
The ideas behind LOF build on negative aspects such as costs, hazards and other threats generated by difference and distance, while the above mentioned propositions involve unique and non-imitable resources that have the capability to turn the negative threats into positive opportunities (cf. Barney et al., 2001; Muzychencko, 2008). The main reason for our belief is that there is a high correspondence between the concerns of LOF and the positive key features of Diasporas. The diaspora research with POS framework (Cameron & Caza, 2004) suggests that negative aspects such as livelihood, business, entrepreneurial and market entry related problems may in fact incorporate opportunities, demand and untapped resources when approached differently from a different perspective or a mindset. The key findings of the previous literature review of LOF studies highlighted the following aspects (Denk et al., 2012):
· geographic expansion in the home region is easier due to lower LOFs  
· international joint ventures attempt to reduce LOFs in the entry process 
· the revised Uppsala model shows the importance of relational hazards
· firms operate in social networks, thus market-specific business knowledge enables building of local network ties 
We found that these aspects can be addressed positively with the use of diaspora resources:
· diaspora networks assists in “home” market entry and increating a perceived “home region” in foreign markets and foster expansion
· agency or other cooperation forms (e.g. international joint ventures) with diaspora enterprises facilitate the entry process 
· the revised Uppsala model shows the importance of relational hazards which are less relevant for diasporans (at least for the first generation) entering their “home market” or diaspora network countries
· firms operate in social networks and may interconnect to the market by utilizing diaspora networks and resources and their local network ties, and diaspora connections may be particularly strong due to home country orientation, altruism, motivation, and cultural similarity
The propositions detailed in previous section, we believe, will contribute to re-conceptualizing LOF using a POS lens and diaspora resources. Based on these propositions the paper calls for more effective utilization of diaspora resources to reduce LOF and LOO and build AOF and AOI. We acknowledge that our conceptual paper has several limitations and suggest further studies to empirically examine the phenomena in different ideal types and entry cases.
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Table 1 Key concepts related to LOF and market entry

	Article
	Liability aspect
	Asset aspect
	Context
	Approach and focus 
	Effects, costs and implications

	Zaheer, S. (1995). Overcoming the liability of foreignness. Academy of Management journal, 38(2), 341-363.


	LOF, Liability of foreignness
	organizational capabilities and successful practices as firm-specific advantage
	Country-level, organizational setting of a MNE








	Costs of doing business abroad in terms of foreignness, and the firm’s administrative heritage as competitive advantage, MNE vs. subunits
	Importing home-country organizational capabilities or copying the practices of successful local firms to reduce LOF, differences in the role of local isomorphism 

	Chen, T.Y. (2006) Liability of Foreignness and entry mode choice: Taiwanese firms in Europe, Journal of Business Research, 59(2006), 288-294
	Liability of Foreignness, LOF
	Firm specific advantages  FSA
	Market entry phase and entry modus in focus. Wholly owned subsidiary strategy building on intra- and interfirm linkages, exploiting FSAs, exploring new capabilities.
	Wholly owned subsidiaries provides local response capability (including local facilities and local relationships) under firm’s own control which is used to overcome the liability of foreignness. Multi-country operations, short term alliances and vertical integration facilitate the strategy.
	Forming alliances with second-tiered players to penetrate niche markets is a viable strategy due to complementary resources that strengthen the competitive edge of the entrant. Vertical integration and the usage of subsidiaries as platforms for regional multi-country alliances enabled success despite LOF.

	Rugman, A. M., & Verbeke, A. (2007). Liabilities of regional foreignness and the use of firm-level versus country-level data: A response to Dunning et al.(2007). Journal of International Business Studies, 38(1), 200-205.
	Liabilities of Foreignness LOF
	FSAs experience a rapid decay when penetrating host region because of the lack of complementary FSA needed to operate successfully there. Investment in new FSA development necessary
	Firm level as focus, also called micro-level as comparison to  Dunning et al. (2007) macro-level (country)
	Regionalization concept related to semi-globalization, i.e. globalization situated between two theoretical extremes
	The liability of intra-regional expansion is lower than the liability of inter-regional expansion. FSAs as non-location bound asset is questioned.

	Johanson, J., & Vahlne, J. E. (2009). The Uppsala internationalization process model revisited: From liability of foreignness to liability of outsidership. Journal of international business studies, 40(9), 1411-1431.

	Liability of outsidership LOO 
	Insidership is necessary and instrumental for successful internationalization. The firm-specific advantages enable internationalization.
	Web of relationships, business networks
	Internationalization context, Uppsala model-revised. Outsidership in relation to the network, more than psychic distance, is the root of uncertainty.
	Established relationships are FSAs and they provide a firm with and extended and unique resource base that it only partially controls. International business problems more relationship and network specific than country specific.

	Barnard, H. (2010) Overcoming the liability of foreignness without strong firm capabilities- the value of market-based resources, Journal of International Management, 16(2010), 165-176
	Liability of Foreignnes LOF
	FSA are created in interaction with given location, appropriate capabilities crucial
	Organisational-firm level, Emerging market multinational- subsidiaries
	Firm possesses capabilities that improve or assist it to overcome LOF in a more developed environment, but the needed resources are market and case-specific and in fact, may be accessed from local suppliers and networks.
	Purchasing knowledge and supplier relations are vital to access the needed resources to reduce LOF.

	Qian, G., Li, L., & Rugman, A. M. (2013). Liability of country foreignness and liability of regional foreignness: Their effects on geographic diversification and firm performance. Journal of International Business Studies, 44(6), 635-647. 

	LCF, Liability of country foreignness
	Firm-specific assets FSAs, such as brand awareness spreading rapidly across countries within a region, LCF is then lower within a region than across regions
	Country level, regional level
	Costs of doing business within and across regions, pre-phase estimations for internationalization. Assists to improve the accuracy of cost estimation. LCF includes the subtler structural/relational and institutional costs.
	LCF moderates the relationship between LRF and inter-regional diversification and also mediates the relationship between intra-regional diversification and form performance.

	Qian, G., Li, L., & Rugman, A. M. (2013). Liability of country foreignness and liability of regional foreignness: Their effects on geographic diversification and firm performance.
 Journal of International Business Studies, 44(6), 635-647. 
	LRF, Liability of regional foreignness
	no explicit term 
	Regional level: Inter- and intraregional level diversification, including home market diversification.







	Costs of doing business within and across regions pre-phase estimations for internationalization. Assists to improve the accuracy of cost estimation. LRF includes three dimensions: 1. complexity and diversity, 2. cohesion and 3. conditions
	LRF positively correlates with inter-regional diversification and it mediates the relationship between inter-regional  diversification and  firm performance

	Moeller, M., Harvey, M., Griffith, D. & Richery, G. (2013) The impact of country-of-origin on the acceptance of foreign subsidiaries
in host countries: An examination of the ‘liability-of-foreignness’, International Business Review 22(2013), 89-99
	Liability of Foreignness, LOF, Image and stigma
	Home country orientation (cf. country of origin impact, i.e. public stigma)
	Country of origin and host country context, analysis of acceptance of foreign subsidiaries by applying LOF
	Stigma and organizational identity as key constructs. Intangible and tangible sources of the liabilities of foreignness, and their internal and external moderator. Concept of stigmatization of foreign organizations (see more in Riddle & Brinkerhoff, 2011). 
	Image lives in time and perceptions. New market entry in “disguise” e-g- hiding the country of origin of the the organization to host country consumers. Tangible and intangible LOF effects needed for better understanding.

	Nachum, L. (2010) When Is Foreignness an Asset or a Liability? Explaining the Performance Differential Between Foreign and Local Firms, Journal of Management, May 2010, 36 (3), 714-739
	Foreignness as Liability, LOF
	 Foreignness as an asset, AOF
	Firm level, comparative analysis of local and foreign firms
	International competition, cost and advantages relate to circumstances, under some circumstances the implications of foreignness are an asset and a liability under others.
	The nature of LOF requires contextual understanding as the implications of foreignness relate to context and can also be advantage, i.e. asset.

	Freiling, J., & Laudien, S. M. (2012). Assets or Liabilities of Foreignness? On the Role of TNCs in International Business, Zentra Working Papers in Transnational Studies, no.9/2012

	LOF
	AOF, assets that enable the foreign entrant to outperform local. The key drivers are: specific assets, such as internal resource building and learning, weak ties, re-allocation and external absorption. They constitute an “advantage of foreignness” for TNCs companies.
	Organizational level, transnational context
	Competence-based theory, Transnational corporations (TNCs), open systems that interact with surrounding environment to access firm-addressable resources to reinforce their competitiveness. They also have a higher number of ties to market partners.
	TNCs enter whenever and wherever they want due to their self-inforcing knowledge and capability base and particular absorptive capacity. 

	Elo, M. & Bitektine, A. (2013) The Social Construction of Liability of Foreignness (LOF): Incumbents’ Strategies against Foreign Entry, 39th EIBA Conference, 12-14. December 2013, Bremen
	Liabilities of foreignness
	Assets of insidership AOI
	Organizational, network and strategic management level







	Social construction of LOF, incumbents’ strategies to manipulate foreign entry by increasing the perceived LOF
	LOF is constructed socially and can be increased by incumbents. Incumbents benefit from their assets of insidership that are activated to increase LOF of the entrant.

	Hilmersson, M. (2013). The effect of international experience on the degree of SME insidership in newly opened business networks. Baltic Journal of Management, 8(4), 397-415.
	-
	a firm’s degree of insidership in the business network (a firm’s achieved position in the country based business network)
	Firm level, relationships, SME
	SME Internationalization, process and network perspective, how SME establish an insidership position. Different experience types and their role predicting network insidership
	International experience is linked to country and customer experience. Country experience is associated with a firm’s degree of insidership in the business network. Insidership is not facilitated directly by international experience calling for more research.

	Walch, B. (2014) The Foreign Entrepreneur, an exploratory study how assets and liabilities of foreignness affect the foreign entrepreneurial venture, Copenhagen Business School, International Business, Master Thesis, 2014, Copenhagen, Denmark
	Liabilities of foreignness LOF
	Assets of foreignness  developed into “impact of foreignness”
	Foreign entrepreneur, venture level
	Foreign entrepreneur,  effects of LOF on venturing, rather holistic analysis of impacts
	Foreign entrepreneurs benefit from distinctive advantages in overcoming the LOF, which are assigned to the foreign and entrepreneurial background of the foreign entrepreneur. The background of the foreign entrepreneur is likely to be a significant determinant in assessing the impact of foreignness.



Figure 1.  A conceptual model illustrating effects diminishing LOF& LOO and building AOF and AOI
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