Organizational L egitimacy under Conditions of Complexity:
Testing a Theory of Multinational Enterpriseson the Basis of Multinational
Catholic Religious Ordersand their Monasteries

Thisisafirst draft for conference presentations. Please do not cite.

Gitte Gratzer
Institute of Sociology
University of Zurich

Andreasstr. 15
CH-8050 Zurich

graetzer@soziologie.uzh.ch
Phone: +41 44 635 23 12
Fax: +41 44 635 23 99

and

Katja Rost
Institute of Sociology
University of Zurich

Andreasstr. 15
CH-8050 Zrich

rost@soziologie.uzh.ch
Phone: ++41 44 635 23 10
Fax: +41 44 635 23 99

Acknowledgement

The authors are grateful for most helpful suppgrtabound 50 master students of the Friedrich
Schiller University of Jena. Without their suppibivould had been impossible to collect the labasio
sample underlying this study. Some of the studeisised our research seminar, some wrote their
master thesis while other worked as student asssstar our chair. At the beginning most of them
were quiet sceptical whether the topic of Religidistholic Orders can be of any relevance for
international management. At the end most of theareviascinated about the topic. We also want to
thank our students for this enthusiasm and commitme



INTRODUCTION

The Roman Catholic Church is among the oldest aggebt global institutions in the world
offering salvation, guidance and hope for almost twillennia. Starting in 500 the Roman
Catholic Church came up with the formation of Reelug Catholic Orders and their
monasteries (Schmidtchen, and Mayer, 1997e friars of these new institutions could, by
their way of life, rapidly gain a reputation. Pubjioverty made religious messages credible to
the many supplicants who suffered the often brutisihditions of daily existence (Ekelund,
Herbert, and Tollison, 1989). Religious Catholicdéns and their monasteries rapidly
emerged as major institutions of capitalist enisggracting as bankers, financiers, territorial
empire builders, and technological innovators winplemented water mills, walk mills, and
fulling mills to augment efficiency in the reguldteme allocated to daily labor (Kieser, 1987;

Tyerman, 1988; Williams, 1996)This outstanding success allowed the Religiouh@iat

1 A Catholic Religious Order is an organization casgd of local communities, mostly monasteries, whos
members strive to achieve a common purpose thréarghally dedicating their life to God. Religiousders are
regulated by Church law, by the religious Rule thaye adopted and by their own norms, i.e. eadbioak
order has its own unique mission and adheres ttaplar way of religious living (Schwaiger, aneirh, 2008;
Rost, et al. , 2010). In the Roman Catholic Chutiel,following five categories are distinguishetl onastic
orders, such as the Benedictines or the Cisterci@asn the same abbey for a lifetime (stabilikasi), wear the
same habit (common garment), reside in the samisme, and observe times of silence. Besides work,
contemplation plays an important role in many meevaes, for example, in the liturgy of the hour®) Canons
regular, such as the Premonstratensians or diffé€@anons Regular of St. Augustine, are clerics whibe in
life partnerships under a rule, most often the ofl&t. Augustine. Accordingly, pastoral care ie fharishes is
the main task of these communities. (3) Mendicaders, such as the Dominicans, Franciscans, andoBays,
abandoned the stabilitas loci. In an apostoliclidtea brothers are active where poverty and miseeysevere.
(4) Clerks regular, for example,. the Society acdudeand Camillians, rose in the course of the raheivthe
Catholic Church in the 16th century. Their fieldsactivity are tasks like pastoral care, educatmmmissions.
The orders have a worldly orientation and therefdrandon a liturgy of the hours or an obligatiom fgarticular
monastery. (5) Congregations, such as the Redeistgtobivine Word Missionaries, Salvatorians, Miggry
Oblates of Mary Immaculate, or White Fathers, aganizations founded from the 16th century onwandgse
way of life was oriented to evangelization and abservice in response to the widespread probldms\erty,
disease, and later on missions, education, youtk,vemd so on. The religious habit and daily olimss were
adjusted to their purpose (Dinzelbacher, and H2§87).

% The formal authorization of Catholic Religious @rs, i.e. the licensing by the Catholic Churchrtsthnot
before the early 13th century (Schmidtchen, andevai©97). Beforehand the sale areas of the Rd@asimlic
Church originally were broken into dioceses andshas (Feine, 1964). Starting in the early 13thtugm the
Pope used his influence on monks to facilitateghgment of amounts owed to the papacy. The Ordedstd
pay revenue royalty of up to 5 percent of the ahguass income of a monastery or a lump sum ergeytd
obtain papal confirmation for new abbots of exemmnasteries, known as servitia (Ekelund, Herbeart, a
Tollison, 1989). In the approved orders, the Popantgd the friars the right to preach and to curelss
(Moorman, 1968). The first of the licensed religgomovements were the Carmelites (licensed in 1209/
Dominicans (licensed in 1216), Franciscans (licdrgel209/1210), and Augustinians (licensed in 25Gny
of these orders were involved in selling a doctrinaovation, namely release time from purgatoryi¢4, 1980;
Ekelund, Herbert, and Tollison, 1992; Schmidtclerd Mayer, 1997).



Orders with their monasteries to spread in a spertod of time throughout the world
(Emery, 1962) and to become one of the first mattonal enterprises (Schmiedl, 2011).
Figure 1 illustrates the results of a sample of lHrgest ever existing Catholic Religious
Orders and their monasteries encompassing 4,606steres of 89 Catholic Religious
Orders over a period of 1,483 yearsrom 500 to 1000, six Catholic Religious Ordénsee

of them alreadyMultinational Catholic Orders (MNOs) and three pur®omestic Catholic
Orders (DOs), operated with 228 monasteries in 13 coestriFrom 1001 to 1500, 51
Catholic Religious Orders, 24 of them MNOs, opetateith 2,771 monasteries in 31
countries. From 1501 to 1700, the number of CathRg&ligious Orders increased to 61 with
35 MNUs and 1,909 monasteries in 59 countries. Afiects of reformation and
secularization entailed a massive decimation of ast@ries to a number of 1,009 in the
period 1701-1900. However, even in this time peB@dCatholic Religious Orders enlarged
their regional empire with 36 MNOs to 69 countriégsom 1901 to 2012, 66 Catholic
Religious Orders, 41 of them MNUSs, operated witii46, monasteries in 115 countries.
Finally, in 2012, we obtain 59 Catholic Religiousdérs, 38 of them MNUs, with 1,358
monasteries in 107 countries suggesting that GatRaligious Orders can be still viewed as
one of the most diversified multinational enterpsida comparison, in 2012 McDonalds — the

standard example for a modern multinational enteeprioperated in 117 countries.

% It should be noted that we were not able to colgmta on all ever existing Catholic Orders andirthe
monasteries. For example in the 19the century waimdd the foundation of around 1,250 congregatenms
Catholic Orders. Most of them were small consistifigne or few monasteries and died out, suchdhtt are
not available (Schmiedl, 2011).



Catholic Religious Orders and their monasteriegrofin excellent example to study one of
the critical issues faced by multinational entespsi the establishment and maintenance of
legitimacy in their multiple host environments (Kog, and Zaheer, 1999).

First, the fact that some Catholic Religious Ordgweead throughout the world while other
stayed domestic allows a comparison of multinaticergerprises with complex domestic
firms. The observation of such differences is int@atr to build a theory of multinational
enterprises (Ghoshal, and Westney, 1993).

Second, Catholic Religious Orders are parent uigiits composed of local communities,
mostly monasteries. It allows studying the levethad multinational enterprise as a whole, as
well as at the level of the subunit of the multioaél enterprise in a particular country. Since
Multinational enterprises operate in a global emwnent and simultaneously consist of
various subunites that operate in various natiooatexts, “these subsidiaries face not only a
local environment, but also the context of the whehterprise, which they draw upon for
resources and administrative practices” (Rosenzweigd Singh, 1991, p.340). The
organizational challenges include the managemenliftéring social, political and cultural
environmental characteristics (Bartlett, and Ghhsh@91). This point of view includes the
recognition that both levels are interrelated, ke multinational enterprises as a whole is
affected by its subunits, and vice versa (Kostaval Zaheer, 1999). Furthermore, it is most
likely that a multinational enterprise is not a pleaverage of its subunits (Boddewyn, 1995).
Third, Catholic Religious Orders and their monasteseem perfect to study (multinational)
enterprises under conditions of complexity stemnirog the environment, the organization

itself and the interaction between organizatiors the environment (Maurer, 1971; Kostova,



and Zaheer, 1999). Due to their long history CathBkeligious Orders and their monasteries
were exposed to challenging environmental charatites and to challenging processes by
which the environment builds its perceptions ofsthenstitutions. The time period of 1,483
years covers different business and historical esyatontaining economic innovations,
creative destruction, war, peace, crises, social godernance changes, famines and
epidemics. Furthermore, the large number of Catiiéligious Orders implies rivalry among
each other and thus different organizational charmtics. By product differentiation, e.g.
different rules, customs, religious practices amatsgies, each Catholic Religious Order tried
to position itself as best as possible within ngustry. It led to complex social systems
consisting of different activities, product divie® and locations, which are integrated and
interdependent to various extents (Prahalad, arg D&87). For example, Monastic Catholic
Religious Orders, such as the Benedictines or tils®iCians, live in the same abbey for a
lifetime (stabilitas loci), wear the same habitrfeoon garment) and observe times of silence.
Mendicant Catholic Religious Orders, such as thenb@ans, Franciscans, and Capuchins,
abandoned the stabilitas loci. In an apostoliclidisa brothers are active where poverty and
misery are severe. Such differences between ther©rhegad to different complexities in
organizational structures (Ehrmann, Rost, and Ina2@12).

Finally, the fact that some Catholic Religious @sdand their monasteries survived up to date
while others died out allows studying organizatiolegitimacy. In organizational theory a
number of definitions of legitimacy, with varyinggrees of specificity, have been suggested.
While for Maurer (1971: 361) "legitimation is theogess whereby an organization justifies to
a peer or superordinate system its right to exist, Dowling and Pfeffer (1975: 122)
legitimacy connotes "congruence between the sa@hles associated with or implied by
[organizational] activities and the norms of acedp# behavior in the larger social system" ,
for Meyer & Scott (1983: 201) "organizational legiacy refers to . . . the extent to which the

array of established cultural accounts provide &xgiions for [an organization's] existence”,



and for Suchman (1995: 574) *“legitimacy is a gaheed perception or assumption that the
actions of an entity are desirable, proper, or appate within some socially constructed
system of norms, values, beliefs, and definitiorie”this article, we define organizational
legitimacy as “the acceptance of the organizatipnt® environment (Dowling, and Pfeffer,
1975; Meyer, and Rowan, 1977; Hannan, and Carté®?2).” (Kostova, and Zaheer, 1999:
64). In this view, Suchman (1995) offers furthelgful clarifications for defining legitimacy.
Accordingly, organizational legitimacy is undersdoas an umbrella evaluation, i.e. it is
dependent on a history of events: “An organizatiagly occasionally depart from societal
norms yet retain legitimacy because the departaresdismissed as unique (cf. Perrow,
1981).” Suchman (1995: 574) Organizational legittgnas further a perception and thus
created subjectively.: “An organization may diverdamatically from societal norms yet
retain legitimacy because the divergence goes igambt Suchman (1995: 574) Finally,
legitimacy is socially constructed by dependingaonollective audience. “An organization
may deviate from individuals' values yet retainitietacy because the deviation draws no
public disapproval.” Suchman (1995: 574)

In order to measure the link between complexityteimening from the environment, the
organization itself and the interaction betweenaargations and the environment - and
organizational legitimacy we make one additionauasption: organizational legitimacy is
proposed “to be vital for organizational survivaidasuccess (Dowling, and Pfeffer, 1975;
Meyer, and Rowan, 1977; Hannan, and Carroll, 199Rpstova, and Zaheer, 1999: 64) A
look at the history of Catholic Religious Orders dineir monasteries substantiates this view:
History first shows that Catholic Religious Orders and their rsterées were decimated or
even died out due to tHacking acceptance by their environment. For example, in 1517 the
reformation was underway. The Protestant movenigatiaed the excessive accumulation of
wealth among the church hierarchy accompanied ey léick of trained clergy heavily

(Knowles, 1968; Allen, 1995). Well-known abuseslithe fabrication of miracles or profit-



maximization by the sale of thousands of indulgenioeught down the legitimacy of the
most corrupt actors and institutions within the RonCatholic Church (Ekelund, Herbert, and
Tollison, 1989). As a consequence many monastemes vlosed and became the territory of
secular princes. In our sample the failure of 7%lbever existing Catholic monasteries can
directly traced back to reformation (see TableFirthermore, at the beginning of the™9
century monasteries lost their means of existesdbey had to abandon their land under the
Napoleonic regime. The secularization did nearlytrdgsthe role of the Catholic Church.
Religion lost its authority in all aspects of sddige and governance; thousands of Catholic
monasteries, universities and foundations wereediasown. In our sample the failure of
approximately 27% of all ever existing Catholic rasteries can directly traced back to
secularization (see Table 1). Finally, newer exaspif lacking environmental acceptance are
the growing scandals involving allegations of séxalause within the Catholic Church (cf.
Barth 2010). Some Catholic monasteries were acctisdmonks sexually abuse children
there. Even though these scandals did not leadet@lbsure of any monastery yet, they are
serious threats for their existence, as for exartiedemand of parents in monastic school
education, the supply of candidates willing to ergeconvent, or the public demand after
other monastic services decreases.

Vice versa, historysecond shows that Catholic Religious Orders and their asteries
prospered and grew due to theceptance by their environment. For example, in the Middle
Ages, monasteries were great cultural, educatioeabnomical and technological hubs
(Kieser, 1987; Tyerman, 1988; Williams, 1990). Thegre functioning higher educational
establishments and scientific institutions, whetedents were taught with philosophy,
theology, medicine and other sciences, as welliasmaking and winegrowing. They were
technological innovators who implemented water snialk mills, and fulling mills. They
were organizational innovators who introduced thvestbn of labor and created a legislative

corpus (Melville, 2011, p.91; Kieser 1987). Theyravdinancial innovators who acted as



bankers and financiers. They were social innovattrs conveyed comfort and hope. Finally,
they were considered as more credible than mopbcate actors within this time: the monks
lived in asceticism, i.e. their lifestyle was chagaized by abstinence from various worldly
pleasures (Melville, 2011). This acceptance ledthe rapidly spread of monasteries
throughout the world. Furthermore, during their vehblistory Catholic Religious Orders and
their monasteries seemed to be able to recovendbeptance by their environment; many of
them resurged and prospered again after timesisés;rdue to reforms from within (e.g.,
Benedictines), the revival of older monastic forfagy., the Cistercians who sought to return
to the Benedictine Spirit) or the foundation of guetely new orders (e.g., Jesuits).

Our sample shows that 30% of all ever existing Glathmonasteries are still alive suggesting
that they are extremely robust institutions (sedldal). Many of the former cultural,
educational, economical and technological functioh€atholic Religious Orders and their
monasteries— even though in modified shape - sedvitl this day. For example today
Catholic Religious Orders and their monasteries areepted because they save natural
resources by producing ecological products sucheas, herbs, farming, because they offer
surroundings for reflection and humanistic educgtlmecause they take care for the poor, the
sick, the old, the disabled, because they are eugag development aid volunteers or because

they pray for peace.

In the following we transfer the framework of Kogtoand Zaheer (1999) to the example of
Catholic Religious Orders and their monasteries.stMdy the establishment and maintenance
of legitimacy of MNOs in their multiple host envimments by measuring the survival rates of

MNOs/DOs and their monasteries depending on thistotical conditions of complexity



stemming from the environment, the organizatiorelitsand the interaction between
organizations and the environment. The propositioh&ostova and Zaheer (1999) have
never been empirically tested because longitudiatd on multinational enterprises and their
subunits operating in multiple institutional enwviments are difficult to collect or rarely
available. The motivation of the study is to filis research gap and thus to contribute to a
theory of multinational enterprises.

ENVIRONMENTAL COMPLEXITY AND LEGITIMACY

Multinational enterprises conduct operations in tipld countries that vary with respect to
their institutional environments (Kostova, and Zahel999) and, thus, are exposed to a
multiplicity of regulatory, cognitive, and normagivinstitutions (Scott, 1995). Regulatory
institutions consist of the rules and laws thaseto ensure stability and order in a particular
society (North, 1990). For organizations regulatostitutions are the most easiest to observe
and understand because they are explicitly forredlim laws, rules, and regulations.
Cognitive institutions consist of taken-for-grantedltural accounts in a particular society
(Suchman, 1995). Normative institutions consistvafer societal values, i.e. of moral claims
about whether an activity is "the right thing to"da a particular society. Compared to
regulatory institutions, cognitive and normativstitutions are more tacit and part of the deep
structures of an institutional environment. In atiar for foreign organizations they are
difficult to sense and to interpret.

To be legitimate organizations have to comply viitd explicitly stated requirements of the
regulatory system, have to be consistent with ésted cognitive structures in society and
have to be congruent with wider societal valuesf&an, 1995). Regulatory, cognitive, and
normative institutions are not independent fromheaiher (Kostova, and Zaheer, 1999). For
instance, societal values drive the taken-for-graméss and both influence rules and laws. In
particular from a historical perspective — as emgtbin this research — a differentiation

between the three pillars is difficult. Historigallreligion was a main part of regulative
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institutions. States and nations viewed the refigod their citizens as a part of their legal
provisions. Vice versa cognitive and normative esalwf religion co-designed much of the
content of laws and ordinances. Furthermore, igicels systems taken-for-granted cultural
accounts often match moral claims. Therefore, ggotheses will not differentiate between
the three pillars but rather build on their integplwithin a particular country respectively

institutional environment.

Number and variety of countries.

Multinational enterprises face multiple countrytingional environments, each with its own
set of regulatory, cognitive, and normative domdgiWestney, 1993). In contrast to domestic
firms, the multiplicity and variety of legitimacyequirements (Kogut, 1991) makes it an
impossible task for multinational enterprises t@dree "isomorphic" (Meyer, and Rowan,
1977; DiMaggio, and Powell, 1983) with the locaVeonments (Kostova, and Zaheer, 1999).
Therefore, to achieve legitimacy multinational epteses typically negotiate with their
multiple environments (Doz, and Prahalad, 1980;t&\ws and Zaheer, 1999).

Kostova and Zaheer (1999) suggest that multinaltienterprises which operate in a larger
number and variety of institutional environmentslfit easier to gain legitimacy compared to
smaller or newer organizatiofAg-hey accumulated organizational experience iningatith
legitimacy issues and have significant bargainirgyvgr with regard to the regulative,
cognitive and normative country institutions theyenact with. Relying on this assumption we
suggest that MNOs, which during their whole histopgrated in a larger number and variety
of country environments, survive longer. Furthermodéversification permits evasive
maneuvers. For example in times where organizatirise same organizational class or the

umbrella institution face illegitimacy problems kit specific country environments,

* Kostova and Zaheer (1999) add that multinationéémrises which operate in a larger number anibtyaof
institutional environments may find it more of aatthnge to maintaining legitimacy because of indérn
illegitimacy spillover, i.e. it is more likely thédltegitimacy issues in one or the other of the@iwieonments spill
over to the rest of the multinational enterpriséfedent kinds of internal spillovers will be expiily considered
in the Hypotheses 5, 6 and 12. Therefore this aeguiis neglected with respect to country diversity.
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diversified MNOs have the possibility to close thHected subunits temporarily and to
survive with their non-affected subunits in othewutries. For example, current dynamics
within the Catholic Church and Religious Life shadoss of influence in Europe, yet there is
a gain in influence abroad (Holtz, 2001), e.g. hafimerica and Africa. Also, a brief
historical review validates that even though thiermeation or secularization shaped a new
geography of Religious Life many monasteries wety temporarily closed. Due to reforms
from within and the formation of centers of resista the Catholic Religious Orders resumed
the operations of these monasteries after paddicafHoltz, 2001). Country-diversified
MNOs are therefore assumed to had been confronitbdegs legitimacy problems and thus
to have lower hazard risks compared to less diedsiMNOs because they had more
opportunities to accumulate long-term experienoedifferent institutional environments, to
leverage their regulatory, cognitive and normatwiuence in these environments and to
perform evasive maneuvers in cases of externgitilheacy spillovers.

Kostova and Zaheer (1999) further suggest thatstiminits of diversified multinational
enterprises find it easier to gain legitimacy comegato the subunits of less diversified
multinational enterprises. Relying on this assumptive suggest that monasteries of MNOs
which during the founding period of the subunit evéargely diversified have lower hazard
risks. Underlying is the assumption that subunits ia particular vulnerable to external
illegitimacy spillovers during their founding pedobecause they have yet not become
institutionalized in the new host environment. Dgrifounding time both, the subunit and
legitimating environment lack the information nexay to correctly understand, interpret,
and evaluate each other (Doz, and Prahalad, 198¢ckW1995). Small doubts of the
legitimating environment are therefore sufficieatthreaten the legitimacy and existence of
the entering subunit. The probability of life-thieraing doubts decreases for subunits of

MNOs which during the founding period of the sultwnere largely diversified because it is
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more likely that these MNO gathered valuable exgmeres in dealing with illegitimacy issues

in one or the other of their environments.

Hypothesis 1: (a) The greater the number and variety of countries in which an MNO
operates during the founding period of the monastery, the lower is the hazard risk of
this monastery. (b) Smilar, the greater the number and variety of country experiences
which has been accumulated by an MNO during its whole history, the lower is the
hazard risk of the MNO as a whole.

Institutional distance.

The legitimacy of multinational enterprises is hat affected by the extent of variety across
the multiple institutional environments. The vayieff environments can be either described
by the (dis-)similarity of institutional profilesroby the institutional distances between
countries, defined as the (dis-)similarity betwdba regulatory, cognitive, and normative
institutions of two countries. For most multinatabrenterprises both concepts are closely
related to each: they often start in foreign malaodsely related to the domestic market in
terms of institutional distance implying similariof institutional profiles between countries;
later on some companies diversify in foreign maldstantly related to the domestic market
in terms of institutional distance implying an iaase in dissimilarity of institutional profiles
between countries (Johanson, and Vahlne, 1977)thén following we will therefore
concentrate on one of both concepts, namely thgutienal distances between home and
host countries.

Kostova and Zaheer (1999) suggest that the subwhitsultinational enterprises which
operate in countries institutionally more similar the home country of the multinational
enterprise will find it less of a challenge to &figh and maintain legitimacy compared to
subunits of multinational enterprises which opermateountries institutionally more distant to
the home country of the multinational enterprisestitutionally more similar environments

are easier to handle, because organizational stas;tpolicies, and practices are comparable
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with the home environment and it is thus easieregpond appropriately to their legitimacy
requirements (Meyer, and Scott, 1983). Relying bars thypothesis we suggest that
monasteries of MNOs located in host countries aitarger institutional distance to the home

country of the MNO have a higher hazard risk.

Hypothesis 2: The greater the ingtitutional distance between the home country of the
MNO and a particular host country, the higher isthe hazard risk of its monasteries.

L egitimacy of organizational members

Another possible cause of risk for increased emwvitental conflict is gender. Catholic

Religious Orders and their monasteries accept reitheles or females as organizational
members. Within the observed time period of this reseatol acceptance of females was
however in most societies quiet low (Duby, and &et993[1990]; Hahne, 2001). Compared
to males, females were viewed as intellectual dnipal inferior and thus, lived under male
authority. Females were mostly excluded from thecatlonal system, guilds and many
aspects of public and social life. It demonstrales the explicitly stated requirements of the
regulatory system, the established cognitive stinestin society and the wider societal values
accepted the superiority of males and the infagiai females. We therefore hypothesize that
female DOs/MNOs respectively their monasteries havegher hazard risk as compared to
male DOs/MNOs respectively their monasteries. Bokihg acceptance by their environment
made female organizations more vulnerable to adtércim outside, such as closing, holdups,
or blackmails. For example, during reformation mé@yale monasteries were transformed
into secular dioceses (Gatz, 2006). Female monestead also more difficulties to access
external resources, such as food or production meawen though the standard of living

varied from house to house, female monasteriesverage lived in greater destitution than

® An exception to this is the Bridgettines nuns arahks, founded by Bridget of Sweden (1303 — 137@jther,
some orders established double monasteries, camghtiné women’s house and the men’s house, e.gathe
Premonstratensians. The institution of double miem&s was forbidden several times by Papal decree.
Although double monasteries still do exist, they mther exception than rule.
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their male counterparts (Wittberg, 1994). As paintaut by Wittberg, Norman women’s
communities existing in thirteenth century ownedwtb15% of the mean assets of male
monasteries; 25% of the seventeenth-century Fremgmeries were “miserably poor”
(Wittberg, 1994). To prevent economic deterioratif@male monasteries were dependent on
continual financial sponsoring and donations byenwatlers, the clergy or the nobility, which,
not least, led to an increasing unwillingness a thale groups to retain the sponsorship
(Wittberg, 1994; Shahar, 1993). Furthermore, cowfessexercised direct control over female

communities restricting their decision autonomyh(@cedl, 2011).

Hypothesis 3: (a) Monasteries of MNOs/DOs with female organizational members have
a higher hazard risk compared to monasteries of MNOs/DOs with male organizational
members. (b) Smilar, MNOs including females as organizational members have a

higher hazard risk compared to MNOs including males as organizational members.

Hypothesis 3 applies to both MNOs and DOs and miobgrily to MNOs. When national
borders are crossed, however, as in the case of 3yiN@ between-country differences in
their multiple institutional environments can béstantial and the institutional requirements
of different countries contradictory. As proposadHypothesis 2 high institutional distance
between the home country of an MNO and the hoshtce@s of the monastery leads to
increased legitimacy problems because it is difficto respond appropriately to
environmental requirements. For the monasteridddOs we therefore additionally propose
that the hazard risk of monasteries with femaleanizational members increases with the
institutional distance between the home countrghef MNO and the host countries of the
monastery. A higher institutional distance goes@lwith more potential for conflicts. In the
case of female organizations, which already facegitimacy problems, environmental

conflicts multiply the challenge of these organi@as to gaining and maintaining legitimacy.

Hypothesis 4: The survival of monasteries including females as organizational members

will be moderated by the institutional distance between the home country of the MNO
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and a particular host country; the greater the institutional distance the higher the

hazard risk of monasteries of MNOs with femal e organizational members.

ORGANIZATIONAL COMPLEXITY AND LEGITIMACY

Multinational enterprises consist of different ldoas, activities, and product divisions which
are integrated and interdependent to various ex{@rtlett, 1986; Prahalad, and Doz, 1987,
Bartlett, and Ghoshal, 1991). This fragmentatiorkesamultinational enterprises to complex
organizations in which each subunit faces its ilegity issues, is influenced by the
organization as a whole and influences the orgénizaas a whole (Kostova, and Zaheer,

1999).

Internal vs. external legitimacy

In contrast to external legitimacy, i.e. the acaepe and approval of a firm by its external
environment, internal legitimacy refers to the gtaace and approval of a subunit by the
other subunits of this firm and by the parent conyp@ostova, and Zaheer, 1999). Internal
legitimacy is viewed as critically for the survivdlecause the subunit depends on
organizational resources such as capital and krm&ldrom other subunits and the parent
company (Pfeffer, and Salancik, 1978).

Kostova and Zaheer (1999) suggest that the subohitsultinational enterprises will face a

greater challenge, compared to subunits of puragneastic firms, in establishing and

maintaining internal legitimacy. The subunits ofltimational enterprises have a potential for
increased conflict between the requirements foerirdl legitimacy, resulting from the

adoption of organization structures, policies, @nactices of the multinational firm thereby

reflecting the environment in which the enterpngas founded (Kogut, 1993), versus the
requirements for external legitimacy reflecting thest environment. In purely domestic
firms, internal legitimacy requirements are likely be similar with external legitimacy

requirements. In line with Kostova and Zaheer (3998 suggest that the monasteries of DOs
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have a higher survival rate compared to the monastef MNOs, as monasteries of MNOs
face increased conflicts between the requiremehisternal and external legitimacy. For
example, the friars of a monastery domiciled ineaedoping country may have less time for
contemplation which is however an important requeat of the MNO. It may be also that
the architecture of the monastery mostly refleleéslocal host environment, i.e. it is untypical
for the MNO? These exemplary issues can lead to identity pnobland conflicts between
the subunits of the MNO or between the subunit #red MNO. The suppression of the
Knights Templars (1312) and the Jesuit Order (17%B8)Papal Decree may serve as an
illustrative example for the consequences of mgssiternal legitimacy.

We extend the hypothesis to the amount of host sternias within an MNO. In contrast to
the subunit level, we expect that MNOs consistirfgaohigher amount of domestic
monasteries have a higher hazard risk comparedN@#/DOs consisting of a lower or no
amount of domestic monasteries. While host monastéaice increased potential for conflicts
between the requirements for internal and extelegitimacy, they allow the MNO as a
whole to diversify the risks of external legitimadyhe existence of an order consisting of a
high amount of domestic subunits can be easilygatiped if the legitimacy of these subunits
is questioned in the domestic environment. Ordeith & high amount of host subunits
diversify this risk to many environments. Thus, e¥esome of their subunits will not survive
due to increased conflicts between the requiremfentsiternal and external legitimacy, the

order as a whole has a lower hazard risk by hedgimgisks of external illegitimacy.

Hypothesis 5. (a) Monasteries of DOs have a lower hazard risk as compared to the
monasteries of MNOs. (b) In contrast, MNOs with a high amount of host monasteries
have a lower hazard risk as compared to MNOs/DOs with a low or no amount of host
monasteries.

® For example, even though there is an overall fdlathe design of Cistercian monasteries accortbrthe
Cistercian rule, the architecture of Cistercian asiaries is more responsive to the specific logafepences and
needs, the higher the geographical distance tbdhe country of the Order.
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Cultural orientation of the parent company

For the subunit level, Kostova and Zaheer (1999)othesize that the tradeoff between
internal and external legitimacy may not necesgacéuse illegitimacy as the cultural
orientation of a multinational enterprise (accogdito Perlmutter, 1969) moderates this
problem. Subunits of ethnocentric multinational eeptises, i.e. of firms with a cultural
identity strongly rooted in the home country, wékperience the greatest difficulty in
managing this tension. Their practices and poliaiesnot derived from universal principles.
In contrast, subunits of geocentric enterprises,af firms with a globally identity reflecting
supranational structures, policies, and practibasdre legitimate worldwide, and subunits of
polycentric enterprises, i.e. of firms with a mplicity of cultural identities reflecting each
host country, will experience less difficulty in neging the conflict between internal and
external legitimacy. Subunits of geocentric entegw can respond successfully to the
multiple institutional requirements by adopting smtional structures ensuring internal
consistency. Subunits of polycentric MNEs are useidternal inconsistencies in their efforts
to adapt to each local environment.

We extend the hypothesis to the order as a whoOMwith an ethnocentric culture are
expected to have a higher hazard risk as compar®btNOs with a geocentric or polycentric
culture. In multinational enterprises an ethnodentulture goes along with more internal
inconsistencies because the subunits located fareiift host environments will differently
implement the home country identity of the MNOinkreases the challenges for the order as
a whole. In contrast, MNOs with a geocentric orypehtric culture face less challenges,
because their orientation explicitly considers fpldt cultures leading to no unexpected

inconsistencies.

Hypothesis 6: The survival of MNOs and their monasteries will be moderated by the
cultural orientation of the MNO. (a) The hazard risk of monasteries of ethnocentric

MNOs will be higher as compared to the hazard risk of monasteries of geocentric and
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polycentric MNOs. (b) Ethnocentric MNOs will have a higher hazard risk as geocentric
and polycentric MNOs.

Strategic orientation of the parent company

Beside cultural orientation another specific featof multinational enterprises is market entry
timing strategy. While the framework of Kostova afaheer (1999) neglects differences in
timing strategies it will be considered in the doling. In general, the entry strategies of
multinational enterprises can be differentiatechwespect to the timing entry into a number
of international markets, i.e. whether the entegm®nters many countries at the same time
(sprinkler strategy) or enters the next countrykatonly after products are established in the
previous country market (waterfall strategy) (Lymddg, 2008), and with respect to the
timing entry into a new international market, wéether the enterprise is the first one of their
organizational class which enters into a new cqumtarket (pioneer) or whether it follows
other enterprises of their organizational class atountry market (followers) (Kalyanaram,
and Urban, 1992; Golder, and Tellis, 1993).

We propose that subunits of MNOs which persecutsgriakler strategy during the founding
years of the subunit have a lower hazard risk aspaped to subunits of MNOs which
persecuted a waterfall strategy during the foundiegrs of the subunit. A simultaneous
country market entry increases the awareness &fild® to potential problems of external
illegitimacy. MNOs also accumulate recent organarat! knowledge about how to deal with
arising problems which can be shared between thansts. As the MNO and its subunits
understand the problems of new established forgigpunits, they will also provide resources
to overcome these problems. In contrast, MNOs wislequential country market entry have a
higher likelihood that potential problems of extrillegitimacy fell into desuetude. Recent
knowledge on how to deal with external illegitimaeyg. in terms of involved persons, is not

available. The MNO and its subunits are additignakpected to provide fewer resources to
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help new established subunits in the case of grigioblems as the general understanding of
such problems is low.

We extend the hypothesis to the MNO as a whole. MNfish enter new country markets
simultaneously or in rapid succession are expeadthve lower hazard risks as compared to
MNOs which enter new country markets successivdly large time lags. MNOs persecuting
a sprinkler strategy face less of a challenge imagang external and internal legitimacy of
their new established host subunits. They can baildextensive recent organizational
knowledge leading to a common understanding, toneomproblem solutions and to resource

access.

Hypothesis 7. (a) The hazard risk of monasteries of MNOs which during the market
entry of the monastery entered new country markets simultaneously will be lower as
compared to the hazard risk of monasteries of MNOs which during the market entry of
the monastery entered new country markets successively. (b) Smilar, the hazard risk for
MNOs which entered new country markets simultaneously will be lower as compared to

the hazard risk of MNOs which entered new country markets successively.

Although marketing research shows that pioneersetiulate movers in many markets, in
some cases late entry is remarkably successfubatsells pioneers (Shankar, Carpenter, and
Krishnamurthi, 1998). We expect that MNOs which thie first of all Catholic Orders within

a new country market respectively that the mongsiean MNO which is the first subunit of
the MNO within a new country market will face mooballenges in establishing and
maintaining external and internal legitimacy. Firstovers enter unknown territory.
Experiences of other Catholic Orders respectivélptber subunits of the MNO are totally
missing implying that the potential pitfalls threming organizational survival are high.
Furthermore, within the new country market ther@aslocal support by other organizations
of the same organizational class respectively IgroMNO subunits. First movers will also

have more problems with respect to internal acoegtaFor example, other subunits have a
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lower willingness to share resources because firevers are viewed as trouble spots

threatening the existence of their organization.

Hypothesis 8: (a) Fist-mover monasteries of MNOs have a higher hazard risk as
compared to subsequently established monasteries in a host environment. (b) Smilar,
MNOs which were the first-mover Catholic Religious Order in a particular host
environment have a higher hazard risk as compared to MNOs which were the followers

in a particular host environment.

COMPLEXITY OF THE LEGITIMATION PROCESSAND LEGITIMACY

Finally, the interaction between organizations #raenvironment will be considered. In the
case of multinational enterprises both the orgdimzaaand the legitimating environment lack
the information and the cognitive structures reggiito understand, interpret, and evaluate
each other. The process of legitimation therefotikéty to be a bounded rational process and
involves the continuous testing and redefinitiorthd legitimacy of the organization through

ongoing interaction with the environment (Kostovag Zaheer, 1999).

Large and morevisible Catholic Orders

Enterprises can become the target of interest gratgacking them for political reasons to
gain publicity or due to rent-seeking activitiespdanot because of any evidence of
wrongdoing. Kostova and Zaheer (1999) suggest tiraferably larger, better-known
multinational enterprises will be target for attackecause they provide the most publicity
and visibility for the interest groups. First, thpsovide opportunities for interest groups to
identify practices used by the firm in some courttigt may be unacceptable in another
country. Second, attacks are difficult to countedaecause geographic distance makes it
difficult for the public to validate the facts. Wiensfer this hypothesis to MNOs and suggest
that monasteries of large MNOs will have higherdrdzates. On the level of the MNO as a

whole we however expect the opposite to be truegdraMINOs are expected to have lower
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hazard rates because they are too big to fail.ofigh their subunits face a higher likelihood
to become the target of interest groups, for exangfllocal dynasties interested in their
property, larger MNO are more diversified. Diveiation allows distributing the risk of
interest group attacks. It not only ensures thatptactices used by the MNO will be at least
accepted in some country where the MNO is active duwe to geographic distance, makes it
also difficult for the public in non-affected coues to access significant information about
attacks. Qualitative evidence on the Catholic Ralig Orders underpins this assumption. For
example the Society of Jesus enjoyed numerous ppapdkeges and rapidly increased their
influence since their creation in 1540, therefoegarded with increasing suspicion by
privileged classes who perceived them as a serjmlgical threat (Roehner, 1997).
Worsening resentments and escalating nationabgfitations against the Jesuits ended up in
four waves of expulsions and confiscations of tipeaperties (Roehner, 1997). Nevertheless,
the Jesuits survived up to date as they managednt@nd (temporarily) keep the favor of
kings and princes, e.g., Empress Catherine Il adskRuand Frederic Il of Prussia, or of the

population, e.g., in the coloniés.

Hypothesis 9: (a) Monasteries of larger and more visible MNOs have a higher hazard
risk as compared to monasteries of smaller and less visible MNOs, these negative
spillover effects will be particularly strong for monasteries at the time of founding. (b)

" Movements directed against the Jesuits basicallyptised members of the country parliaments (réflgahe
antipapal tenor of the times), Universities (refileg resentments against the successful Jesuigas) and
ecclesiastical institutions (reflecting rivalriesttveen major congregations, e.g., between JansemdtJesuits

or Dominicans and Jesuits) (Roehner, 1997).

& An enumeration of the expulsions took place in188 and 28' century, i.e. the fourth wave, is given by the
Encyclopedia Britannica: “In 1818, the Dutch rulefsBelgium expelled the society; in 1820 it wasleded
from Russia; in 1829 the colleges in France weosed. The Portuguese and Spanish Jesuits werdezkpel
1834 and 1835 respectively. In 1847, after the 8dnehd War, the Swiss Jesuits were exiled. In 1843
society was proscribed in Austria and parts oflt@he Jesuits were expelled from Colombia in 1866 from
Ecuador two years later. Spain excluded them aigai868 and Germany during the Kulturkampf in 18[F2.
1873 many houses of Italy were confiscated, whienEe proscribed again the order in 1880 and 18@tas
expelled in 1910 from Portugal and from Spain dyritd32 — 1935". Roehner (1997) points out, that
resentments against the Jesuits basically evoltdnvelite classes and did not receive much supisom the
population, only in 19 century the situation changed. However, by 1978 Society of Jesus counted 10,310
members in Europe, 6,000 in the United States,3j60South America, 2,000 in Asia and 1,100 in édri
(Roehner, 1997).
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However, larger and more visible MNOs have a lower hazard risk as compared to

smaller and less visible MNOs.

L egitimacy of local firms

Although multinationals are subject to the lialildf foreignness (e.g., Hymer, 1960; Zaheer,
1995), there exist specific situations in whichngea multinational enterprise brings with it
an initial level of legitimacy. According to Kostavand Zaheer (1999) such situations arise in
environments in which local firms have lost theagitimacy because of an economic,
political, or social cataclysm. For example, MNOsieh entered country markets which were
disordered by local wars, revolts and insurgencresy face such an environment. The
resulting public awareness of local misdeeds sevdsgitimate nonlocal organizations. We
therefore hypothesize that MNO monasteries faceetdwazard risks if they were active in

environments characterized by local misdeeds.

Hypothesis 10: MNO monasteries have a lower hazard risk the higher the number of
local wars, revolts and insurgencies which occurred in the institutional environment of

the particular monastery since its founding date.

L egitimacy spillovers.

The legitimacy of an organizational unit in a pautar environment is not independent of the
legitimacy of other organizational entities with ialin the unit is related because the sense-
making of social events happens by social categtoiz, such as stereotyping (Tajfel, 1981;
Tajfel, 1982), and by people's judgments about lammevents (Tversky, and Kahneman,
1974). The legitimacy of a foreign subsidiary ahaltinational enterprise may be thus judged
based on the legitimacy of all subsidiaries of #aterprise or of all subsidiaries of the same
home country in that host country (Kostova, andef&ah1999). Legitimacy spillovers are
salient for multinational enterprises because ey come from different sources and occur
in different directions. They can occur within tleganization (internal spillover) and

between organizations (external spillover). They bappen vertically between the subunit
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and the multinational enterprise as a whole andzbotally across subunits. In particular
negative spillovers can substantially hurt the tlewcy of the enterprise (Kostova, and
Zaheer, 1999).

L egitimacy problems of subunits. Internal spillovers reflect interdependence in tieggcy
between the subunits of an MNO and the MNO as alevhagitimacy problems of other
monasteries of the MNO, measured by the numbeaitgdf monasteries, may spillover to a
particular monastery and to the MNO as a whole. @nlével of a particular monastery
spillover effects are likely to be particularly atg in the initial period of establishing the
legitimacy of a new subsidiary. First, the monasiacks knowledge about the institutional
environment and, thus, is limited in its ability axhieve legitimacy by adapting to or
negotiating with the institutional environment. 8ed, the legitimating local environment
lacks knowledge about the monastery and may makal ijudgments about its legitimacy
based on inferences from other similar subsidiasireBom the parent MNO's reputation. As
time passes, the monastery learns how to deal twéhinstitutional environment and vice

versa. As a result, the dependence on inferencasdnalogs decreases.

Hypothesis 11: (a) MNO monasteries face a higher hazard risk the higher the number
of failed monasteries of the MNO; these negative spillover effects will be particularly
strong for monasteries at the time of entry into a new host country. (b) Smilar, MNOs
will have a higher hazard risk the higher the number of failed monasteries of this MNO.

Legitimacy of organizations of the same organizational class. One type of external

spillover is the interdependence in legitimacy lestw organizations belonging to the same
classes (Kostova, and Zaheer, 1999), such as Mi§2s founded in the same home country
and active in the same host country. On the levalgarticular monastery we expect spillover
effects to be particularly strong in the initialrjpel of establishing the legitimacy of a new
subsidiary. As argued before the monastery aneiv@onment lack knowledge about each

other. Initial judgments about legitimacy are likeéb be based on social categorization, e.g.



24

on stereotypes of other monasteries which have fraent institution in the same home

country and are active in the same local envirorimen

Hypothesis 12: (a) The hazard risk of an MNO monastery will be positively related to
the hazard risks of other MNOs belonging to the same organizational classes, such as
MNOs from the same home country acting in the same host countries; these negative
spillover effects will be particularly strong for monasteries at the time of entry into a
new host country. (b) Smilar, the hazard risks of an MNO will be positively related to
the hazard risks of other MNOs belonging to the same organizational classes.

Legitimacy of the domestic country. Another type of external spillover is the
interdependence in legitimacy between a multinadiéinrm and its home country. Historically
shared perceptions about certain countries in #cpkr host country can influence the
legitimacy of any firm from that country (Kostovand Zaheer, 1999). For example, a brief
historical review validates that the missionaryivdiies of the 18' century Benedictines
followed the colonial efforts of the time (Schi@nd Rath, 1994). We expect that monasteries
having their parent institution in countries whielcsted as a colonial power within the
particular host country face more challenges inbdistsing and maintaining legitimacy within
the host environment. As their home country hasad teputation within the new host
environment negative legitimacy spillovers may #tea the survival of the particular

monastery.

Hypothesis 13: The hazard risks of an MNO monastery will be positively related to the
illegitimacy of the domestic country of the MNO, such as MNOs from domestic
countries which acted as a colonial power within a particular host country at the time

of market entry of the monastery.

Legitimacy of the umbrella institution. A third type of external spillover is the
interdependence in legitimacy between a multinadiéinrm and its umbrella institution, in our
case the Catholic Church. In other cases the utaboefanization can be the branch of

industry, e.g. the weapon industry, the oil indpstr the organic food industry. Shared
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perceptions about the Catholic Church in a paichbst country will have an impact on the
legitimacy of any monastery in that country. We etpihat monasteries will face high
legitimacy problems in their host environmentshiéde host countries were affected by the
reformation and secularization movement. Both moa@s attacked the legitimacy of the

Catholic Church and therefore also the legitimafcgffiliated organizations.

Hypothesis 14: The hazard risk of an MNO monastery will be positively related to the
illegitimacy of the umbrella organization, such as MNO monasteries operating in
countries which were heavily affected by the reformation and the secularization of the
Catholic Church.

METHOD

Sample

In 2011/2012 we collected a sample of 4,606 monastef 89 Catholic Religious Orders

over a period of 1,483 years. The sample includlesvar existing monasteries of the 89

Catholic Religious Orders. We had to restrict ample to 89 Orders because information on
the subunits for other Catholic Religious Ordersswat available. Relying on historical

chronicles, lexica and the internet we collectddrimation on each monastery and on each
Catholic Religious Order respectively. Data werdected by around 50 persons. Quality
control was in a first step done by random samplamgtaining at least 20% of the collected
data or 956 monasteries. Those parts were completeled again, when sampling errors
higher than 30% together with any mistakes dis@xen the data occurred. Further, to
ensure external and internal validity, 20% of atalwere independently collected by two
persons and later on compared by the first autifidhie research. We detected variables
which turned out to be difficult to measure and embdhese variables again by one trained

person.



26

M easur ements

Hazard risk of monasteries. We collected data on the founding year and, ifliapple, on
the failure year of each monastery. For monastevi@sh were only temporarily closed we
will only consider the failure year, if applicablklonasteries that were still operating at the
end of the period at risk, were coded with 0 anchasteries that were closed before the end
of the period at risk were coded with 1.

Hazard risk of MNOs/DOs. On the level of each Catholic order we measureddbeding
year of the first monastery and, if applicable, fidure year of the last surviving monastery/
the year of suppression by Papal decree. Ordetswie still operating at the end of the
period at risk, were coded with 0 and orders thatewclosed before the end of the period at
risk were coded with 1.

Number and variety of countries. On the level of each Catholic order we measured the
diversification of the order in different countrie®/e counted a Herfindahl index which
maximally amounts 1 if the order with its instituts is balanced diversified in all possible
countries and minimally O if the order with all itsstitutions is only active in one country. To
count the index we measured the percentage of ggbper country, took the sum of the
squared country-percentages and subtracted thifreaml1. On the level of each monastery
we counted the same index. The index however cerssithe diversification of the order at
the founding year of the monastery. The resultingrdification index is highly correlated
with the number of countries in which an order baen active. Therefore this variable has
been excluded from the analysis.

Institutional distance. Institutional distance between home and host cguntrs measured
by two indices, namely by the distance in cultuaald religious identities relying on the
classification scheme of Huntington (1993; 19964 &y differences in major religion. We
apply two alternative indices because culturalasise measurements are often criticized by

its underlying cultural definition (Said, 2001). rFexample the dimensions provided by
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Hofstede (1980) have been questioned by severdiestyJavidan, et al., 2006; Zaheer,
Schomaker, and Nachum, 2012). National culturendetstood as a homogenous structure
consisting of separating differences between casitit pictures a static image of a national
culture, reduces it to a few stereotypes and neglagration and dynamics of institutional
change. Even though many of the criticism on Haolst€1980) can be transferred to
Huntington (1993; 1996) as well (Sen, 1999), thideix seems more adequate for our study.
Rather than differentiating between each countiyntihgton (1993; 1996) divides the world
in major cultural and religious identities, namehe Western, Orthodox, Islamic, African,
Latin American, Sinic, Hindu, Buddhist and Japanesglization. With respect to the
underlying time period of this study and the rdaagltchanges in national boarders such a
classification is more meaningful. For Huntingtod993; 1996) differences among
civilizations are too basic in that civilizationseadifferentiated from each other by history,
language, culture, tradition, and, most importagiigion. These fundamental differences are
the product of centuries, so they will not soonadgear. The measurement considers
historical facts and not only subjective opiniosslae measurements of Hofstede (1980). It is
further a one-dimensional and not a multi-dimenasiomeasurement as that provided by
Hofstede (1980). For each monastery we measureccdhéict potential (“civilizational
clash”) between the home country of the order &edibst country in which the monastery is
or has been located. The index ranges from O ter Wwigher values indicate higher conflict
potential according to Huntington’s assessment. ablditionally measured whether at the
time of entry of a monastery in a host country rinen religion in that country was also the
Catholic religion (=0) or not (=1). Higher valueg an indication for institutional distance.
Female organizational members. Monasteries and orders respectively consistingeofale
organizational members were coded as “1” whereasasteries and orders respectively

consisting of male organizational members were d@de‘0”.
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External vs. internal legitimacy. On the level of each monastery we measured whétleer
Catholic Religious Order is a Multinational Ord&tNO; value=1) or a Domestic Order (DO;
value=0). We classified orders as domestic if atinasteries are maintained within one
country; independent of the fact whether the ohdex been founded in this country or not. On
the level of each Catholic Religious Order we fartbounted how many percentages of its
subunits are founded in host countries.

Cultural orientation of the parent company. For each order we coded the underlying rules
of the founder of the order, e.g. the rule of Stn&dict. Each religious rule was classified on
a continuum ranging from host country oriented (telhome country oriented (=5) capturing
the ethnocentricity of each order. E.g., the wfléSt. Benedict is deemed to be a rule for
monasteries instead of a rule for the order siheaplicitly authorizes the monasteries to lay
down their own localized rules (relating to the @irand local conditions) as long as they
reflect the Benedictine Spirit (von Balthasar, 198Ihe Rule of Ignatius is even more
polycentric, e.g., the Jesuit strategy comprises ddoption of the specific host country
cultures and habits. Therefore Ignatius orderead tperations of his rules in different host
countries by qualified Jesuit monks, with the ititem to adjust the rules until the optimum
was reached (von Balthasar, 1981). On the contrary,, the rule of St. Francis is
characterized to be more centralist, giving monastdess autonomy.

Strategic orientation of the parent company. On the level of each monastery we measured
whether the monastery was the first monasteryebtider within the host country (=1) or not
(=0) and whether the order pursued a sprinkler @ljvaterfall strategy (=0) during the
founding period of the monastery. To measure thevariable we choose a time period of 10
years around the founding year of a monastery aded whether the order entered at least
one other country within this time period. On thedl of each order we measured whether the
order was at least one time the first of all inelddrders which entered a new host country

market (=1) or not (=0). We further measured therage number of years lying in-between
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the entering of two country markets. Higher valaes an indication for a waterfall strategy
whereas lower values are an indication for a speirgtrategy.

Visibility and size of the parent company. The size of an order was measured (a) by the
number of monasteries on the founding year of @achastery and (b) by the number of ever
existing monasteries within an order.

Legitimacy of local firms. We collected data on major local wars, revolts mstdirgencies
within each country of the sample. We only consadegvents which were caused by within-
country problems and not, for example, by attaaksnf outside. On the level of each
monastery we measured the number of local revditshwoccurred during its lifespan.

L egitimacy problems of subunits. For each monastery we measured the cumulative numbe
of failed monasteries of the order on the foundiegr of this monastery. For each Catholic
Religious Order we measured the percentage ofdfarienasteries; we took the percentage
instead of the number because — at least on tlex tegel - the number of failed monasteries
is highly correlated with the number of ever exigtmonasteries.

Legitimacy of organizations of the same organizational class. On the founding year of
each monastery we measured the cumulative numbéailel monasteries of all orders
founded in the same home country and active witiensame host country. For each Catholic
Religious Order we measured the number of failechanteries of all orders founded in the
same home country and active within the same lasttdes in which the specific order is or
has been active.

L egitimacy problems of the domestic country. We measured whether the host country of a
monastery was a colony of the home country of tbeastery's order on the founding year of
the monastery.

L egitimacy problems of the umbrella institution. Finally, we measured whether the country
in which a monastery is located has been affectedhb reformation and secularization

movement.
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Method

We will apply Cox proportional hazards model tat tesr hypotheses. It relates the time that
passes before organizational failure to our inddpetvariables that may be associated with
that quantity. In a proportional hazards model, tieque effect of a unit increase in a
covariate is multiplicative with respect to the &akrate. For example, the illegitimacy of the
Catholic Church within a country may double the drdzrate for the failure of monasteries
located within this country. The impact of our ipdedent variables on the survival of a

monastery respectively of a Catholic Religious @ideested with:

h(t) = hy(t) exp(BX;) w; wheret =1,2,...,T

whereh,(t) is an unspecified baseline hazard functinjs the vector of covariates at the
time intervalt (i.e., years) within the period at risk afflis the associated vector of
coefficients. The specific advantage of a Cox masl¢hat the particular distributional form
of the duration times is left unspecified. A coefnt above 1 indicates that the covariate
increases the probability of organizational failuieereas a coefficient below 1 indicates that

the covariate decreases the probability of orgaioizal failure.

EMPIRICAL FINDINGS

Organizational failure of the monasteries of MNOs

Table 2 documents the empirical findings on theanizational failure of monasteries, i.e. the
subunits of MNOs (for descriptive statistics anddbiate correlations see Appendix, Table I).
Model | includes the main effects of our independemiables whereas Model 1l additionally
considers the interaction effects between sombewariables as predicted in the hypotheses
4 and 6a. In the following we will mainly focus tre full model, i.e. Model II.

Overall we find high support for the theoreticarfrework of Kostova, and Zaheer (1999).

The empirical findings give temporarily support tbe hypotheses 1a, 2, 3a, 4, 6a, 7a, 9a, 10,
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11a, 12a and 14. Only the hypotheses 5a, 8a, aadel@jected by the findings. This massive
support is insofar surprising as the authors dedhe# propositions exclusively from
theoretical considerations and case study eviddhdg.an indication that their framework
strongly contributes to a theory of multinationatexprises.

Environmental complexity. In detail the findings show that monasteries of ®\which
during the founding period of the monastery operate a large number and variety of
countries have a lower hazard risk (Hypotheses Th¢ hazard ratio shows that a 10%
increase in country diversification of an MNO redsicthe probability of organizational
failure of a monastery by 48.7% at any point indiriithe findings further demonstrate that a
greater institutional distance between the homenitgwof the MNO and a particular host
country increases the hazard risk of its monastditypothesis 2). The hazard ratios show
that one unit increase in cultural and religiousftot potential as defined by Huntington
(1993; 1996) increases the probability of orgamuretl failure of a monastery by 14.5% at
any point in time. The market entry in a non-cathbbst country increases the probability of
organizational failure of a monastery by 26.5% @asgared to the market entry in a catholic
host country. Monasteries with female organizationeambers face a 17.5% higher hazard
risk as compared to monasteries with male orgapizat members (Hypothesis 3a).
Furthermore, MNOs including females as organizationembers additionally increase their
probability of organizational failure by 26.5% He institutional conflict potential between
home and host country increases by one unit (Hgsh).

Organizational complexity. With respect to organizational complexity the Hsswf the
main effect model, i.e. Model I, show that monaseteof MNOs have a 21.6% higher hazard
risk as compared to the monasteries of DOs. Thectef§ however insignificant giving no
support for Hypothesis 5a. The main effect modsb alemonstrates that monasteries face a
significant 39.2 % increase in their probabilityafjanizational failure if the ethnocentricity

of the order increases in one unit. Model 2 tedtetiwer this effect can be attributed to
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MNOs. The findings demonstrate that the main effifcethnocentricity gets insignificant
whereas the interaction effect, which only congdée ethnocentricity of MNOs, is highly
significant. A one unit increase in ethnocentriaitfyyan MNO increases the organizational
failure of its monasteries by 74.5% at any pointinme (Hypothesis 6a). The results of Model
Il further point out that the failure of MNOs witihhe lowest degree of ethnocentricity, i.e.
with a geocentric or polycentric cultural orientatj is 448% lower as compared to DOs. It
shows that in multinational organizations the todfiebetween internal and external
legitimacy can be overcome by cultural orientation.

With respect to the strategic orientation of theepa company the results indicate that the
hazard risk of monasteries MNOs which during theketaentry of the monastery entered
new country markets successively is 52.2% higheroaspared to the monasteries of MNOs
which during the market entry of the monastery eatenew country markets simultaneously
(Hypothesis 7a). Surprisingly, monasteries esthbtisfor the market entry of the parent
company in the host environment have a lower, atd- s predicted in Hypothesis 8a - a
higher hazard risk. According to the empirical tesuhe hazard risk of subsequently
established monasteries is at any time 32.6% higiserthe hazard risk of fist-mover
monasteries. It indicates that first-mover-advaesagan also exist with respect to the
establishment and maintaining of legitimacy in néast environments. One plausible
explanation is that the mother company and itsrergesubunit in the beginning pay more
attention to the specifics of the new host envirentn

Complexity of the legitimation process. The findings further show that an increase of the
size of an MNO by hundred subunits increases théréarate of its monasteries by 20%; the
effect has been calculated at the year in whicloaastery has been established by the order
(Hypothesis 9a). Furthermore, each local war, teaot insurgency which occurred in the

institutional environment of the particular monagtsince its founding date reduces the
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failure rate of this monastery by 4.4% (Hypothd€i$. It substantiates that the legitimacy of
multinational enterprises can be indeed positiadlgcted by the illegitimacy of local firms.
There is also evidence for internal and externdlospr effects: Monasteries face a 30%
higher hazard risk if the number of failed monasteof the MNO increases by hundred units;
negative spillovers were measured at the time oketantry of the monastery into the new
host environment (Hypothesis 11a). Similar, theandzrisk of monasteries is positively
related to the hazard risks of other MNOs belongmghe same organizational class. The
probability of organizational failure of a host nastery increases by 30% if the number of
failed monasteries of MNOs which come from the sdmame country and act within the
same host countries as the MNO of the particulanastery increases by hundred subunits
(Hypothesis 12a). Again these negative spilloveieat$ are in particularly strong for
monasteries at the time of their establishmentfiéeno evidence for external spillovers due
to the illegitimacy of the domestic country (Hypesis 13). Even though the data indicate that
the hazard risks of an MNO monastery increases.8990 if the domestic countries of the
MNO acted as a colonial power in the host countrtha time of market entry, this effect is
not significant. Finally there is strong evidenoe hegative spillover effects if the umbrella
organization faces problems of illegitimacy (Hypegls 14). The hazard risk of a monastery
increases by 84.1% if the host country has beerciaifl by the reformation of the Catholic
Church and by 23.1% if the host country has bedectd by the secularization of the

Catholic Church.

Organizational failure of MNOs
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Table 3 documents the empirical findings on theanizational failure of MNOs respectively
of DOs (for descriptive statistics and bivariateretations see Appendix, Table II). Model |
includes the main effects of our independent végmbwnhereas Model Il additionally
considers the interaction effect between two oftagables as predicted in the hypothesis 6b.
Again we will mainly focus on the full model, i.®lodel I, when discussing the empirical
findings.

On the MNO level we find lower support for the thetecal framework of Kostova and
Zaheer (1999) respectively the additionally introelth hypotheses. The empirical findings
give temporarily support for the hypotheses 5b,%band 12b. The hypotheses 1b, 3b, 6b, 7b
and 11b are rejected by the data. One reason foslpport is the small sample size of 76
DOs/MNOs which could be considered in the analysieads to less precise estimates with
high standard deviations. Another reason lies & feact that DOsS/MNOs as a whole react
differently to environmental complexity as theibsmits. This special feature of multinational
firms has been already outlined by Kostova and Zal{#999). The following empirical
results undisputedly indicate that a theory of malional enterprises has to consider the
specific micro-macro link: events on the level loé tmultinational firm are not the result of a
simple aggregation of sub-unit-events.

Environmental complexity. The findings first show that country diversificati does not
protect MNOs from failure (Hypotheses 1b). Evenutiio the coefficients are not significant,
the hazard ratio indicates the opposite to be tare:increase in country diversification
massively increases the probability of organizatidiailure of the MNO as a whole. The
findings do also not support that MNOs with fematganizational members face a higher
hazard risk as compared to MNOs with male orgaim@at members (Hypothesis 3b).
According to the results the probability of orgatianal failure of MNOs with male
organizational members is 4 times higher than tfaMiNOs with female organizational

members. This is surprising as the subunit anabfsisved the opposite result. One possible
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explanation may be that complex organizations fatiigh illegitimacy problems due to the
background of their organizational members becotrehg as a common network because
the survival of their subunits is extremely vokatilOne similar and recent example are
terrorist organizations. It seems that the mosteex¢ organizations, i.e. organizations
characterized by high illegitimacy problems of therganizational members, are able to
survive as a whole even though their subunits aneroften attacked and destroyed.
Organizational complexity. With respect to organizational complexity the f&ssu
temporarily support that MNOs with a higher peregat of host monasteries have a lower
hazard risk as compared to DOs or MNOs with a lopercentage of host monasteries
(Hypothesis 5b). According to the finding a onetumcrease in host monasteries reduces the
hazard risk of the MNO by a factor of 4. With resip® cultural orientation the main effect
model give no evidence for direct effects (ModelTlhe interaction effect in Model 1l tests
whether the cultural orientation effect can be Igo#gtributed to MNOs. The effect is not
significant; even though the findings are in linethwour hypothesis by indicating that
ethnocentric MNO have a higher probability of ongational failure (Hypothesis 6b). With
respect to the strategic orientation of the MNOrsults show that the hazard risk of MNOs
is reduced by 25% if the time lying in-between newuntry-market-entry increases by one
unit. The effect is not significant and additiogatbntradicts Hypothesis 7b which stated that
a Sprinkler Strategy — and not a Waterfall Strategymore successfully. We find evidence
for Hypothesis 8b: MNOs which were the first moviera host country market increase their
probability of organizational failure by a factdr@7 or by 670%. Again this is an interesting
finding because the results on the subunit levelatestrated that within an order first mover
monasteries have fewer problems to survive. Itcaigis that the problem of multinational
firms is the market entry of the organizationaksland not the market entry of the firm.
Complexity of the legitimation process. In line with our assumption the results show that a

one unit increase in MNO size reduces the prolighof MNO failure by a factor of 3.4
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(Hypothesis 9b). This is again interesting becdas¢heir subunits the opposite was true; i.e.
subunits of larger MNOs face higher failure risk#hile the last finding can be explained by a
higher likelihood of outside attacks due to vistlgjlthe first finding can be explained by the
greater portfolio to hedge risks. We find no evigefor internal spillover effects (Hypothesis
11b). The coefficient is not significant and shave opposite as expected: there is a trend
that MNOs with a higher percentage of failed mos@ss have lower hazard risks. One
possible explanation is organizational learningrfrarises. Finally, there is weak evidence for
external spillover: The hazard risk of MNOs is piesly related to the hazard risks of other
MNOs belonging to the same organizational class. @obability of organizational failure of
an MNO increases by 27.5% if the logarithmicallymber of failed monasteries of

organizations of the same class increases by ahéHypothesis 12hb).
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DiscussioN

The motivation of this study was to contribute tahaory of multinational enterprises by
empirically testing the framework of Kostova andhgar (1999). We used data on Catholic
Religious Orders and their monasteries to test éb@ablishment and maintenance of
legitimacy of multinational enterprises and theirbgnits in multiple host environments
depending on historical conditions of complexitemming from the environment, the
organization itself and the interaction betweenaargations and the environment. The data
give strong support for our subunit-hypotheses randest support for our hypotheses on the
level of the multinational enterprise as a wholée Tindings in particular show that the
legitimacy of a multinational enterprise is not them of the legitimacy of its subunits. A
theory of multinational enterprises has expliciityconsider this. Figure 2 summarizes our

empirical results which will be discussed in thiédwing.

Environmental complexity. Multinational enterprises conduct operations in Itipke
countries that vary with respect to their instibatl environments and, thus, are exposed to a
multiplicity of regulatory, cognitive, and normagivinstitutions. The findings show that the
survival of subunits increases if the multinatiofiain conducts business in a number and
variety of countries and is reduced the greateirstgutional distance between the home and
the host environment and the less legitimated ttygarozational members are perceived
within an institutional environment. The failureteaof subunits is exponentiated if non-
legitimated organizational members enter a hosir@mment with great institutional distance.
However, the survival prospects of the multinatldivan as a whole do increase the greater

the challenges it faces, for example if organizatlomembers are perceived as less
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legitimated within an institutional environment.itidicates that a higher frequency of crises
on the subunit level facilitates the developmenbrmgfanizational capabilities essential for the
survival of the organization as a whole.

Organizational complexity. Multinational enterprises consist of different dtions,
activities, and product divisions making multinati enterprises to complex organizations in
which each subunit faces its legitimacy issuesnfisenced by the organization as a whole
and influences the organization as a whole. Thdirfgs indicate that in contrast to the
subunits of complex domestic firms, the subunitsmafitinational enterprises have lower
prospects for survival because they face a tradestiiveen balancing external and internal
legitimacy. This tradeoff is exponentiated for teebunits of ethnocentric multinational
enterprises but is canceled for the subunits ofyqawitric or geocentric multinational
enterprises. For the organization as a whole tfaddecisions do however increase its
prospects of survival because risks are distribb&tdveen many environments. The survival
prospects of host country subunits of multinatiofiahs increase if the mother company
pursues a Sprinkler Strategy at the time of maskatry; i.e. is sensitive to potential
environmental problems and possesses recent mamkst knowledge. Sensitivity can also
explain why the first-mover subunits of the multioaal firm into a new country market have
the highest prospect for survival. For the mulimr@al firm as a whole a first-mover behavior
within its organizational class is however dangsrofirst-mover enterprises face most
challenges in undiscovered host environment therethycing their prospects for survival.
Complexity of the legitimation process. Finally, in the case of multinational enterpriseshb
the organization and the legitimating environmeatef difficulties to understand, interpret,
and evaluate each other. It leads to the contintesigig and redefinition of the legitimacy of
the organization through ongoing interaction witle £nvironment. The results demonstrate
that subunits of larger and more visible multinaéibfirms face more problems to survive, as

they are more likely to be target for attacks kgiiest groups in the host country. However, a



39

multinational firm as a whole improves its prosgefdr survival by increasing in size. It
makes the firm less dependent on environmentalssaifd cycles. Furthermore, by entering
new host environments the subunits of multinatidimads can profit from the illegitimacy of
local firms. It increases their prospect of surliviEnally, legitimacy is likely to spillover.
The survival of a new founded subunit strongly dejse on other subunits within the
multinational firm. lllegitimacy problems of othesubunits do spillover and reduce the
survival prospect of each new established subdiie same holds true for illegitimacy
problems of organizations of the same organizatiolass. It reduces the survival prospects
of new established host subunits and of the mdi@nal firm as a whole, independent of the
fact whether a multinational firm is actively inved in the particular illegitimacy problems
or not. External spillovers do also exist with mespto the umbrella organization, e.g. the
industry. If the umbrella organization becomes gilienated within an institutional
environment, the subunits of multinational firmdlwkperience higher failure rates.

From a management perspective, the critical fact@ddentified are most likely faced by
MNEs in establishing and maintaining legitimacynmltiple host environments, whereat a
strong distinction needs to be made between tred Ehthe subunit, the level of the MNE as
a whole and mutual legitimacy spillover: Althouggitimacy problems, for example caused
by the illegitimacy of organizational members, n@ocur on the level of the subunit, the
overall effect may be positive on the level of Mi&lE due to organizational learning and
“shock — imprinting” (e.g., Dieleman, 2010). Forganizations it is thus possible not to be
fully legitimate, and still survive for a long tim&he strong effect of illegitimacy spillover, in
turn, gives strong evidence for organizational tiewacy being a highly valued but critical
resource for organizations. Nevertheless, resulthcate, that in line with the strategic
approach of legitimacy and contrary to the nedinstinal approach, managerial decisions

(e.g., diversification, timing strategy, culturaliemtation of the parent company) may
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“buffer” the negative effects of environmental cdaxity, organizational complexity and
complexity of the legitimation process.

From a theoretical point of view our empirical rigsunay also contribute to the debate of
globalization versus regionalization of MNE in theld of international business. Recent
empirical research suggests that only a small nurab®ng the largest Fortune Global 500
MNEs are truly global, whereas a majority of the EM¥Nare regional oriented instead
(Osegowitsch, and Sammartino, 2008; Rugman, andeker 2004). Specifically in view of
the liabilities of foreignness, the institutionak (cultural) distance seems to be substantial for
strategic decisions of internationalization. As @#th orders show a similar
internationalization pattern (e.g. ca. 10% of thenasteries lie outside of Europe as home
region, yet the degree of internationalization gty differs from order to order), our
identification of critical factors for establishirnd maintaining legitimacy may give new
insights for explaining actual and potential vacanin MNE behavior and specific
antecedents for internationalization.

The study has limitations, which should be addssehe further research. First, the results
of this study are limited to one kind of variabler fmeasuring legitimacy, i.e. survival.
Institutional theorists argue that organizatiorghsicantly increase their survival chances by
meeting societal and environmental expectationsrellyethe external legitimation presents
the evaluation and acceptance of the organizatisteils in its community (Baum, and
Oliver, 1991; DiMaggio, and Powell, 1983; Meyer,daRowan, 1977; Scott, 1987). An
average longevity of 382 years, making monasteriese durable than firms, may validate
this argument since they have been successfulghrome and history. Nevertheless, several
alternative approaches to the measurement of ag@mmal legitimacy do exist in the
literature because the theoretical construct odmiational legitimacy is difficult to measure
as a whole. More and alternative empirical testsna@eded before conclusions can be drawn.

Second, termination may not be completely equatétd thazard/failure. For example, a
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strategic refocusing of the parent institution mesult in termination of a monastery, as well
as “technical knockout” due to force majeure. Thasd already discussed, in our study we do
not differentiate between the regulative, cognitavel normative domains of the institutional
environment, because the historical dominant posidf the church and religion respectively
shaped all of the three pillars, e.g., throughrtbducational and moral monopoly or the right
to nominate imperators as the kings basically diesw authority from God. Future studies
may test the robustness of our results by develppamplementary or alternative indicators
to differentiate the three domains. Fourth, limdas accrue from the historical data setting.
We were not able to collect data on all ever exigsiCatholic orders and their monasteries,
especially data on small orders consisting of femnasteries are rarely available. Some data
on founding year, closure etc. are estimates mgdgidiorians due to missing chronicles and
should, therefore, be treated with caution. Finality should be noted that a definite
comparability between religious orders and moderNBdg in context with processes of
establishing and maintaining legitimacy is quesdlda. Nevertheless, analogies can be drawn
from several stylized facts (e.g. organizationampetitive and entrepreneurial aspects,
wealth accumulation or the provision of commer@ald public goods), emphasizing the
importance of Catholic orders and their monasteras persistent (multinational)

organizations and presenting a basis for researdhiiscussion.
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TABLES

Table 1. Survival andrailure of Catholic monasteries and organizati¢éegitimacy

Status Number of Percent Failureduetothe missing acceptance
monasteries of the organization by its environment
Survived 1371 29.8%
Failed due to: 3333 70.2%
— secularization 1243 27.0% yes
— dissolution 616 13.4% Mostly yes
— reformation 308 6.7% yes
— demolition 169 3.7% yes
— relocation 139  3.0% Mostly yes
— merger 117 2.5% Mostly yes
— extinction 101 2.2% yes
- takeover 74 1.6% yes
— expulsion 11 0.2% yes
— mismanagement 9 0.2% Sometimes yes
— no information 446  9.7% No answer possible

Overall 4394 4394
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Table 2. Challenge in establishing and maintaining legitigner subunits of DOs/MNOs: Hazard ratio of monasteof Catholic orders and complexity

Model | Model 11
Timevariable: life span monastery Haz.Rat Std.Err z P>|z| Haz.Rat Std.Err z P>z
Failure event: closing monastery
Environmental complexity
Number and variety of countries
Country diversity order in the founding year of thenastery 205 .032 -10.24%* .208 032 -10.21%**
Institutional distance
Home/host country distance of the monastery meddwreultural and religious identities of Huntingto 1.145 .036  4.34*** 1.098 .037 2.78*
Home/host country distance of the monastery meddwralifferent major religion (non-catholic) 1.265 .076 ~ 3.93*** 1.252 076  3.72%*
L egitimacy of organizational members
Female monastery 1.175 .056 3.40** 1.145 .055 2.84**
Female monastery x home/host country distance medéy Huntington - 1512 118  5.28*
Organizational complexity
Internal vs. external legitimacy
MNO (vs. DO) 1.216 .201 1.19 223 .094  -3.57**
Cultural orientation of the parent company
Amount of ethnocentric culture 1.392 .042 11.02%** .815 112 -1.49
Ethnocentric MNO (MNO x Amount of ethnocentric cuk) - 1.745 245  3.96***
Strategic orientation of the parent company
Order entered at least two country market simutiaseluring the founding period of the monastery 7.65.034 -8.15%* .646 .033  -8.47**
Monastery was the first-mover of the order in a mewntry market 754 051  -4.20*** 723 049 -4 75%**
Complexity of the legitimation process
Visibility and size of the parent company
N monasteries of the order on the founding yedh@imonastery 1.002 .000 16.38*** 1.002 000 16.44%**
L egitimacy of local firms
N local wars within the lifespan of the monastery 958 .002 -23.26*** .958 .002 -23.03***
Internal spillovers: legitimacy problems of subunits
N failed monasteries of the order on the foundiegryof the monastery 1.003 .000 7.93%** 1.003 .000  B8.22%**
External spillovers: legitimacy problems of organizations of the same organizational class
N failed monasteries of all domestic orders witlie host country on the founding year of the margst 1.003 .000 13.88*** 1.003 .000 13.78***
External spillovers: legitimacy problems of the domestic country
Host country was a colony of the home countnhefdrder on the founding year of the monastery 9.03.128 31 1.023 .126 .19
External spillovers: legitimacy problems of the umbreélla institution
Host/home country of the monastery has been affdnteeformation 1.841 .094 11.89*** 1.856 095  12.03***
Host/home country of the monastery has been affdptesecularization 1.231 .062  4.15*** 1.236 062  4.22%*
No. of subjects 4057 4057
No. of failures 2892 2892
Time at risk 1471557 1471557
LR chi2 1350%*** 1387+
Likelihood-ratio test 38 **
Log likelihood -20378 -20359
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Table 3. Challenge in establishing and maintaining legitiyneor MNES as a whole: Hazard ratio of Catholicergland complexity

Mode | Model 11
Timevariable: life span order Haz.Rat Std.Err zP>|z| Haz.Rat Std.Err z P>|z|
Failure event: closing order
Environmental complexity
Number and variety of countries
Country diversity order 4.292 11.086 .56 6.624 17.706 .71
L egitimacy of organizational members
Female order 222 133 -2.51* .240 146 -2.34 *
Organizational complexity
Internal vs. external legitimacy
Percentage of host monasteries 257  .164 -2.14* .266 170 -2.08 *
Cultural orientation of the parent company
MNO (vs. DO) 465 646 -55 .138 255 -1.07
Amount of ethnocentric culture 956 214 -.20 .863 213 -.60
Ethnocentric MNO (MNO x Amount of ethnocentric cuk) 1.523 634 1.01
Strategic orientation of the parent company
Average years between country entry order (reverded!) 799 177 -1.01 .760 A77 -1.18
Order was at least one time a first-mover-ordex imew country market 7.7085.228 3.01** 7571 5271 291 *
Complexity of the legitimation process
Visibility and size of the parent company
N founded monasteries (log) 292 126 -2.86** .290 124 -2.89 **
Internal spillovers: legitimacy problems of subunits
% failed monasteries .061 .123 -1.39 .086 175 -1.20
External spillovers: legitimacy problems of organizations of the same organizational class
N failed monasteries of all domestic orders wittie host countries of the order (log+1) 1.275.165 1.88%t 1.321 177 2.08 *
No. of subjects 76 76
No. of failures 24 24
Time at risk 43664 43664
LR chi2 5Q *** 60 ***
Likelihood-ratio test 1
Log likelihood -62 -61
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Table 4. Complexity and MNO Hazard Rates: Summary of Hyps#iseand Results

Monastery MNO
of the MNO
Challenge Challenge
to establishing to maintaining
and maintaining legitimacy
legitimacy
HypothesisPredicted Obtained Pre- HypothesisPredicted Obtained Pre-
effect on effect on liminary effect on effect on liminary
organiz. organiz. support organiz. organiz. support
failure  failure failure  failure
Environmental complexity
Number and variety of countries Hla - - v Hib - n.s. f
Institutional distance H2 + + \
lllegitimacy of organizational members H3a + + \/ H3b + - f
lllegitimacy of organizational members x Institutad distance H4 + + \
Organizational complexity
Lack of internal legitimacy H5a + n.s. f H5b - -
MNO Culture: Lack of internal legitimacy in ethnatec MNOs H6a + + V H6b + n.s. f
MNO Strategy:
Simultaneous vs. successive market entry H7a - - \ H7b - n.s. f
First mover in host markets H8a + - f H8b + + \
Complexity of the legitimation process
Visibility and size of the order H9a + + v H9b - - N
lllegitimacy of local firms H10 - V
lllegitimacy of subunits Hlla + + \/ H11lb - n.s. f
lllegitimacy of organizations of the same organaadl class H12a + + \ H12b + + \
lllegitimacy of the domestic country H13 + n.s. f
lllegitimacy of the umbrella institution H14 + + \
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FIGURES

Figure 1. Internationalization of MNOs and their monasteries
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Figure 2. Summary of the Empirical Findings
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APPENDIX

Tablel. Descriptive statistics and bivariate correlatiohthe variables measured on the level of the MNMastery
ID Variable Mean Min Max 1 2 3 4 5 6 7 8 9 10 11 12 13 14

1 Country diversity order in the founding year o imonastery 7C .00 97 -

2 Home/host country distance of the monastery medday culturaland .2¢& .00 4.00 .13 -
religious identities of Huntington

3 Home/host country distance of the monastery medday different ¢ 00 100 .16 .21 -
major religion (non-catholic)
4  Female monastery 38 .00 1.00-22 .00 .00 -
5 MNO (vs. DO) 9¢ .00 1.00 .47 .02 .05-09 -
6 Amount of ethnocentric culture 25¢ 100 5.00-26 .19-13 .0507 -
7 Order entered at least two country market simattas during the .6t .00 1.00 .37 -08 .18 -.061€-19 -
founding period of the monastery
8 Monastery was the first-mover of the order ireav mountry market 15 .00 1.00-.07 .23 .08 .02x€ .07 -.17 -
9 N monasteries of the order on the founding yedh@fmonaste 157.9C 1.00715.00 .39 -.10 -.05 -.161z -.37 .17 -.24 -
10 N local wars within the lifespan of the monas 7.01 .00 52.00 -.29 -.09 .07 -.020¢ .11 .06 -.08 -.12 -

11 N failed monasteries of the order on the foundiegryof the monaste 36.1¢ .00756.00 .19 .13 .14 -.070t-.14 .10 .01 .02.41 -
12 N failed monasteries of all domestic orders witlie host countryo  57.5¢  .00634.00 -.10 -.13 -.04 .140t .16 -.07 -.10 -.22.0¢ .16 -
the founding year of the monastery
13 Host country was a colony of the home couotityre order on the .04 .00 1.00 .14 .21 .11-.030:-03 .02 .16 .01.42 .07 -.08 -
founding year of the monastery
14 Host/home country of the monastery has beeteffl by reformation .65 .00 1.00-.27 -.24 -.08 .070¢ .02 .08 -.22 -.09.2¢-.16 .27 -.15 -
15 Host/home country of the monastery has beentaff by secularization .5¢ .00 1.00 -.28 -.21 -.07 .09%1 .03 .20 -.27 -.13.34-.13 .31 -.17 .67
Legend: N=4057
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Tablell. Descriptive statistics and bivariate correlatiohthe variables measured on the level of the MNO

ID Variable Mean Min Max 1
1 Country diversity order 31 .00 97 -
2 Female order .43 .00 1.00 .00
3 Percentage of host monasteries .83 .00 1.00 .15 -
4  Amount of ethnocentric culture 2.69 .00 5.00 -.18
5 MNO (vs. DO) .59 .00 1.00 .85
6 Average years between country entry order 241 .00 7.06 .69
7 Order was at least one time a first-mover-ordexr new country market .13.00 1.00 .15
8 N founded monasteries (log) 1.53 .00 5.92 .74
9 % failed monasteries .18 .00 .83 .48
10 N failed monasteries of all domestic orders witlie host countries of the order (log+18.34 .00 6.50 .16

Legend: N=76
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