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Abstract

Entry of new organizations, including multinational enterprises from emerging markets (EMNESs), raises the ethical ques-
tion of will they benefit society. The concept of legitimacy answers this question because it is the overall assessment of the
appropriateness of organizational ends and means. Moreover, gaining legitimacy enables EMNEs to succeed in new host
countries. Past work examined collective level indicators of the legitimacy of MNEs, but recent research recognizes the
importance of individuals’ perceptions as the micro-foundation of legitimacy. This study first uses new pragmatism, deon-
tology, and utilitarianism to demonstrate that legitimacy is fundamentally an ethical concept—a perspective that has been
overlooked in management research. Second, this study uses a seven-step procedure to develop and validate a measure of
individuals’ perceptions of the legitimacy of Chinese EMNESs operating in The Netherlands, a developed country. Six dimen-
sions of legitimacy were identified. The study also finds support for this legitimacy judgment process linking the dimensions:
validating knowledge — propriety judgments — generalized judgment. This work provides additional micro-foundations to
research on legitimacy and contributes to the ongoing process of construct validation. Future research could use the validated
measure in other settings and use specific ethical theories in depth to refine the concept of legitimacy.

Keywords China - Emerging market multinational enterprises - Individual perceptions of legitimacy - The Netherlands -

New pragmatism

Introduction

The entry of a new business or type of business into a soci-
ety raises a fundamental ethical question: Will this be good
for our society (Beauchamp and Bowie 2001; Wicks and
Freeman 1998)? Individuals implicitly or explicitly answer
this question as part of their many roles as citizens, members
of families and communities, consumers, and employees. A
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type of business entering new countries in the last decade is
multinational enterprises from emerging markets (EMNEs),
such as the entry of Chint Solar, a solar energy company
from China, into The Netherlands. Will this company pro-
vide good things to Dutch society, such as products that
reduce greenhouse gas emissions and employment practices
that are consistent with Dutch labor standards?

The concept of organizational legitimacy can be used to
answer these questions. Legitimacy represents the appropri-
ateness of organizational purposes and actions to stakehold-
ers in a particular society (Deephouse et al. 2017; Suchman
1995; Tost 2011; Zimmerman and Zeitz 2002). Research
in both organization studies and business ethics indicates
that gaining legitimacy enables organizations to survive and
thrive (Palazzo and Scherer 2006; Suchman 1995). Thus,
international business research recognizes the importance of
gaining legitimacy for EMNEs entering a new host country
because the EMNEs suffer from the liabilities of foreignness
and emergingness in the host country (Buckley and Casson
1976; Madhok and Keyhani 2012; Zaheer 1995).
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However, there is little research examining how host
countries evaluate the legitimacy of EMNEs, especially
individuals in host countries who are increasingly recog-
nized as the micro-foundations of legitimacy (Bitektine and
Haack 2015; Deephouse et al. 2017; Suddaby et al. 2017,
Tost 2011). Extant research offers different theorizations
and measures of legitimacy with only limited applicability
to EMNEs, an organizational form prominent in interna-
tional business research; for example, Panwar et al. (2014)
considered only social and environmental criteria of forest
products companies, and Bitektine et al. (2020) only con-
sidered sociopolitical and cognitive dimensions. Measur-
ing individuals’ perceptions of the legitimacy of EMNEs
in host countries would enable researchers, policy-makers,
and activists to evaluate the legitimacy of EMNE:s in their
societies and managers of EMNE:s to assess the efficacy of
legitimacy-enhancing strategies, such as corporate social
responsibility (CSR) and institutional isomorphism (Du and
Vieira 2012; Kostova and Zaheer 1999; Miller and Eden
2006; Wu and Salomon 2016). Such work would also con-
tribute to the “ongoing process” of developing validated
instruments in psychology and management (Flake et al.
2017, p. 374; Schwab 1980), including legitimacy. Haack
and Sieweke (2020, p. 153) in their commentary accompa-
nying Bitektine et al. (2020), express their “understanding
that progress in social evaluation research (which includes
legitimacy) requires the concerted effort of many research-
ers over many years (Deephouse et al. 2017; Deephouse and
Suchman 2008).”

A second gap is the limited attention to how legitimacy
is related to theories of business ethics; a notable exception
is Palazzo and Scherer (2006). Organizations are systems
of people, processes, and structures with goals and means
that acquire inputs from suppliers and provide outputs of
goods or services to customers, all of whom are embedded
in a society having moral values, legal rules, and common
understandings (Scott 1995). Organizational legitimacy is
the appropriateness of organizational purposes, processes,
and outputs to stakeholders in society (Brgnn and Vidaver-
Cohen 2009; Suchman 1995; Tost 2011). This attention to
evaluating both ends and means is within the domain of
business ethics (Wicks and Freeman 1998, p. 124).

We address these two gaps in the following way. We first
put an ethical foundation under the conceptualization of
legitimacy, focusing on deontology, utilitarianism, and the
new pragmatism. We then draw from information process-
ing and legitimation theories to elaborate how individuals
make legitimacy judgments (e.g., Bitektine 2011; Ehrhart
and Ziegert 2005; Tost 2011). Using these foundations, we
develop and validate a measure of individuals’ perceptions
of the legitimacy of EMNE:s.

Our empirical setting focuses on Dutch individuals evalu-
ating the legitimacy of Chinese EMNEs in The Netherlands.
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In the context of the new pragmatism in organization stud-
ies, the problematic question people seek to answer is: Are
Chinese EMNEs entering the Netherlands good for our
society, communities, and individual people in our com-
munities—that is, do Chinese EMNEs “count(s) as good
or bad organizing?” (Wicks and Freeman 1998, p. 132). We
develop a measurement scale for legitimacy in this context,
and analysis of survey data using PLS-SEM provides evi-
dence of construct validity.

Our study makes several contributions. First, putting an
ethical foundation under the conceptualization of legitimacy
shows that legitimacy is a fundamentally an ethical concept
invites further application of ethical theorizing to legitimacy
with cascading influence into the variety of literatures where
legitimacy is applied, such as entrepreneurship (Aldrich and
Fiol 1994), institutional theory (Deephouse et al. 2017), and
international business (Kostova and Zaheer 1999).

Many theorists proposed detailed models of the legiti-
macy judgment process (e.g., Bitektine 2011; Bitektine and
Haack 2015; Tost 2011), but there is a lack of empirical
research opening up the “black box”; a notable exception is
Jacqueminet and Durand (2020, p. 9). Our next contribution
is formulating and empirically testing a model of the legiti-
macy judgment process derived from past research. In so
doing, we define validating knowledge as an individual-level
construct indicating the resulting information retained after
filtering the validity cues provided by field-level institutions
for use in propriety judgments (Bitektine and Haack 2015;
Cyert and March 1963; March and Simon 1958; Tost 2011).
We find support for this process linking these components:
validating knowledge — propriety judgments — generalized
judgment, thus improving past theorizing (e.g., Bitektine
2011; Ehrhart and Ziegert 2005; Tost 2011).

Our research also informs research on the dimensionali-
zation of individual perceptions of legitimacy. Rather than
specifying ex ante a particular set of dimensions to measure
(e.g., Alexiou and Wiggins 2019; Bitektine et al. 2020), we
cast a wide net and include indicators of all types in our
initial item list before reducing and purifying the list. Our
final process model specifies six dimensions. Consistent
with Suchman (1995), Tost (2011), and Jacqueminet and
Durand (2020), a two-item measure of generalized legiti-
macy emerged as a separate factor. Propriety judgments con-
sisted of pragmatic legitimacy and sociopolitical legitimacy.
The latter emerged when measures of moral and regulatory
legitimacy loaded on the same factor; this is consistent with
deontological ethics (Beauchamp and Bowie 2001; Chakra-
barty and Bass 2015), positive norm connectedness (Bascle
2016), entrepreneurship research (Aldrich and Fiol 1994),
and the recent study by Bitektine et al. (2020) but contrary
to others who view moral and regulatory dimensions as dis-
tinct (Deephouse et al. 2017; Scott 2014; Suchman 1995).
The emergence of pragmatic legitimacy, initially theorized
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by Suchman (1995), is consistent Foreman and Whetten
(2002) at the form level and with the recent scale developed
by Alexiou and Wiggins (2019) at the organizational level.

Validating knowledge has three dimensions: level of
knowledge; challenging knowledge; and endorsing knowl-
edge. In contrast to research at the collective level that com-
bined endorsing and challenging media reports in one meas-
ure (Bansal and Clelland 2004; Deephouse 1996), separating
them at the individual level improved the fit of the model
dramatically and is consistent with research claiming that
good and bad news have asymmetric impacts (Baumeister
et al. 2001; Haack et al. 2014).

Taken together, future research could adapt our validated
measure to other home country—host country settings to
assess the ethical behavior of EMNESs. More generally, this
research contributes to the “ongoing process” of develop-
ing better measures of individual perceptions of legitimacy
(Flake et al. 2017, p. 374; Haack and Sieweke 2020).

Our paper is structured as follows. We first review
research measuring individual perceptions of legitimacy.
Our theory section integrates research on individual per-
ceptions of legitimacy with business ethics and international
business research, yielding an ethically justified concep-
tualization of individual perceptions of the legitimacy of
EMNEs in a host country. Our next section develops survey
items to measure legitimacy based on this conceptualization,
items used in past research, and our particular context, Dutch
citizens evaluating Chinese EMNESs. Using the refined scale
and validated constructs, we then examine the relationships
among the dimensions and two individual-level outcomes.
Finally, we discuss our implications and limitations.

Empirical Research on Individual’s
Perceptions of Legitimacy: A Growth
Industry

Research on individuals’ perceptions of legitimacy started
slowly, with Elsbach’s (1994) examination of the normative
legitimacy of the California cattle industry followed Fore-
man and Whetten’s (2002) examination of the pragmatic and
cognitive legitimacy of Illinois cooperatives. Since 2012,
this research has accelerated. There are many attempts to
create measures that are both faithful to contexts and gen-
eralizable across contexts, including two very recent nearly
simultaneous construct validation studies with different
theorizations, samples, and results (Alexiou and Wiggins
2019; Bitektine et al. 2020).

We offer a more comprehensive review that includes not
only the five articles on industries or organizations identified
in the reviews of Alexiou and Wiggins (2019) and Bitek-
tine et al. (2020) but also 10 others. Our first consideration
is the legitimacy subjects in these studies: organizations

(Bachmann and Ingenhoff 2016; Bitektine et al. 2020; Choi
and Shepherd 2005; Diez-Martin et al. 2013; Elsbach 1994,
Jahn et al. 2020; Kim et al. 2014; Pollack et al. 2012; Shep-
herd and Zacharakis 2003); industries, forms, or sectors
(Finch et al. 2015; Foreman and Whetten 2002; Gau 2013;
Humphreys and Latour 2013); practices (Jacqueminet and
Durand 2020; Panwar et al. 2014; Yang et al. 2012); activi-
ties (Streib and Poister 1999); and brands (Guo et al. 2017).

Second, legitimacy is theorized in a variety of ways.
Many studies in business ethics focus on the legitimacy
of specific practices or types of organizations on specific
dimensions, such as the moral legitimacy of CSR practices
(Panwar et al. 2014) or credibility and communication in
the energy sector (Finch et al. 2015; Jahn et al. 2020). The
construct validation effort by Bitektine et al. (2020) selects
two dimensions for scale development, cognitive legitimacy,
and sociopolitical legitimacy. This dimensionalization was
promulgated by Aldrich and Fiol (1994) and adopted in
Bitektine (2011). After their review of past literature, Alex-
iou and Wiggins (2019 p. 472) select the prominent and
well-cited dimensionalization of Suchman (1995): prag-
matic, moral, and cognitive; “while these dimensions by no
means exhaust all possible types of legitimacy, they capture
the majority of the conceptual domain of the construct and
represent the most frequently measured dimensions of legiti-
macy (Diez-Martin et al. 2013; Elsbach 1994; Foreman and
Whetten 2002; Humphreys and Latour 2013; Pollack et al.
2012).” Moreover, few papers examined a multi-step pro-
cess of legitimacy judgment (e.g., Finch et al. 2015). Thus,
the number and naming of specific dimensions remains an
unresolved issue. The selection of dimensions influences the
nature of the measurement instruments.

Third, we consider the theorized antecedents and out-
comes of legitimacy, and there is a wide variety in past
research. For instance, Panwar et al. (2014) tested the influ-
ence of family versus public ownership on the legitimacy
of CSR actions in the forestry industry, and Jacqueminet
and Durand (2020) examined the influence of validity and
propriety dimensions on the implementation of CSR prac-
tices by subsidiary managers of a large multinational energy
company. Alexiou and Wiggins (2019) and Bitektine et al.
(2020) undertake explicit criterion-related validation. The
former use an imaginary scenario experiment in which
Amazon MTurk respondents could contribute up to $100
in a crowdfunding campaign for a microfinance company.
Bitektine et al. (2020) use brand loyalty of students in one
university to three different taxi companies competing in
Montreal. These two outcomes have low commitment and
low switching costs. In contrast, implementation of CSR
practices by subsidiary managers in Jacqueminet and Durand
(2020) is an important part of their work.

Given this review of past research on three impor-
tant attributes, we next develop theory about

@ Springer



804

J.Zhang et al.

individual perceptions of the legitimacy of EMNEs with
particular attention to the entry of Chinese EMNESs into The
Netherlands.

Theory Development

In this section, we expand on past research about individu-
als’ perceptions of legitimacy by including research on
EMNE:s from international business and business ethics. In
so doing, we explain why legitimacy is fundamentally an
ethical concept and how it applies to individuals in a host
country evaluating EMNEs from another country, especially
Dutch individuals evaluating Chinese EMNEs. We first pre-
sent definitions of individuals and EMNEs. We then elabo-
rate on the nature of legitimacy, its dimensions, its founda-
tion in ethical theories, and the process by which individuals
make legitimacy evaluations.

Individuals

Individuals are members of the general public residing in
a host country, The Netherlands in our empirical study.
They could be primary or secondary stakeholders (Clark-
son 1995). In this way, our approach is person-centric rather
than employee-centric, including persons inside and outside
the organization (Gond et al. 2017, p. 226). We provide more
details on how Dutch individuals evaluate the legitimacy of
Chinese EMNEs below.

EMNEs

We define EMNEs “as international companies that origi-
nated from emerging markets and are engaged in outward
FDI (foreign direct investment), where they exercise effec-
tive control and undertake value-adding activities in one or
more foreign countries” (Luo and Tung 2007, p. 482). The
number of EMNEs has expanded rapidly in the last decade
(Luo and Tung 2018). Consistent with this, the amount of
outward FDI from emerging markets has increased from
14.8% in 2006 to 41.2% in 2018.!

Their rapid rise in recent decades has prompted inquir-
ies about their ethical, social, and regulatory performance
which is important for establishing legitimacy in host coun-
tries. All MNEs face a liability of foreignness when entering
another country because MNEs lack experience in the host
country; moreover, host country individuals, organizations,
and governments lack experience with the entering MNEs
and may be biased against them (Buckley and Casson 1976;

! Authors’ calculation based on the data from UNCTAD https://uncta
dstat.unctad.org/wds/TableViewer/table View.aspx
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Zaheer 1995). EMNE:s, because of their under-developed
home institutions (e.g., corruption and weak legislation),
are often seen as having low accountability and weak busi-
ness ethics (Luo and Tung 2007; Tang and Sun 2016). These
disadvantages are known as the liability of emergingness
(Madhok and Keyhani 2012).

These two liabilities pose significant challenges for
EMNEs to be accepted in a host country, especially in devel-
oped markets. For example, Held and Bader (2018) found
that German business students would prefer to work for an
American company relative to a Chinese or Russian one.
Han et al. (2018) found that inappropriate behavior, such
as ignorance of sustainable development, a lack of respect
toward the local culture, and hostile industrial relations, led
to negative attitudes toward Chinese MNEs by the host gov-
ernment and the general public in European and African
countries. Thus, gaining legitimacy is essential for EMNE:g,
yet research on what legitimacy of EMNEs actually is in host
countries is very limited, especially from the perspective of
individuals.

Legitimacy and Its Ethical Foundations

Legitimacy has displayed substantial elasticity that resulted
in a plethora of definitions, measures, and theoretical propo-
sitions. While not all of them are fully compatible with one
another, there is general consistency in most studies (Deep-
house and Suchman 2008, p. 50). Meyer and Scott (1983, p.
201) provide one of first definitions:

A completely legitimate organization would be one
about which no question could be raised. Every goal,
mean, resource, and control system is necessary, speci-
fied, complete, and without alternative.

The most cited definition is from the seminal work of
Suchman (1995, p. 574):

Legitimacy is a generalized perception or assumption
that the actions of an entity are desirable, proper, or
appropriate within some socially constructed system
of norms, values, beliefs, and definitions.

Although still in common use because of its generality
and long-term impact, Suchman has refined his definition
twice in subsequent reviews of recent literature (Deephouse
et al. 2017; Deephouse and Suchman 2008). We adopt the
definition presented in the latest review (Deephouse et al.
2017, p. 32) because it incorporates important elements from
research re-considering the definition of legitimacy since
Suchman (1995):

Organizational legitimacy is the perceived appropriate-
ness of an organization to a social system in terms of
rules, values, norms, and definitions.
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The term appropriateness is included in the definitions of
Suchman (1995), Zimmerman and Zeitz (2002), and Tost
(2011). Moreover, this definition excludes the term “desir-
able” to avoid confusion with reputation (Bitektine 2011;
Bundy and Pfarrer 2015; Deephouse and Suchman 2008;
Foreman and Whetten 2012). Implicit in the term organiza-
tion are the organization’s ends, means, and actions (Meyer
and Scott 1983; Suchman 1995). Further, it recognizes the
importance of the social system in which organizations and
evaluators, especially individuals in our study, reside (Bitek-
tine and Haack 2015; Scott 2014). Organizational legitimacy
can be generalized to other subjects for which appropriate-
ness to a social system is meaningful, such as practices,
industries, and organizational forms (Elsbach 1994; Fore-
man and Whetten 2002; Jacqueminet and Durand 2020).
We focus on an organizational form especially important in
international business research, EMNEs.

As noted above, research on legitimacy from the perspec-
tive of individuals is expanding in the general management
and organizational studies literatures, but this work remains
disconnected from business ethics, a disconnect we find
surprising given the overlap described below. We focus on
examining how organizational legitimacy fits with the new
pragmatism as an overarching theme and with deontological
and utilitarian theories regarding particular dimensions. We
start with an overview of business ethics from Wicks and
Freeman (1998, p. 131):

Ethics in the context of business is about what the
corporation strives to be (its goals or ends), how the
corporation relates to its stakeholders, how manage-
rial responsibilities are defined, and what ground rules
will be used to limit and guide people’s behavior. ...
Taking the pragmatist approach involves seeing these
matters as of primary importance, as “moral,” and as
to a significant degree, up for grabs; thus, they need to
be negotiated within the community of stakeholders
who constitute a given corporation.

Legitimacy, commonly viewed in two ways, is clearly
an ethical topic. The institutional view of legitimacy views
organizations as constituted by norms, values, practices,
rules, and languages of society comprised of communities
of stakeholders, both geographic and virtual (Deephouse
et al. 2017; Suchman 1995). The strategic view of legitimacy
focuses on how managers seek to ensure their organizations
are appropriate in society by negotiating with stakehold-
ers to develop shared meanings of “what counts as good
or bad organizing” (Pfeffer and Salancik 1978; Suchman
1995; Wicks and Freeman 1998, p. 132). Furthermore, “The
domain of ethics spans both the ends and means of human
(and corporate) activity. Ethics raises the issue of whether a
given activity can be justified” (Wicks and Freeman 1998,
p. 124). Assessments of legitimacy involve evaluating the

ends and means of organizational activity (Deephouse and
Suchman, 2008; Meyer and Scott 1983; Suchman 1995) and
clearly fit within business ethics.

The entrance and growth of EMNESs into new host coun-
tries is fundamentally an equivocal phenomenon subject to a
social process of interpretation within language communities
(Wicks and Freeman 1998, following Weick 1979). Legiti-
mation is the social process of negotiating and interpret-
ing the appropriateness of organizational activity, EMNE
expansion in our study. Legitimation in democratic societies
like the Netherlands often involves the Habermasian concept
of deliberative democracy involving ethical discourse and
economic bargaining (Palazzo and Scherer 2006; Scherer
and Palazzo 2007; cf. Suchman 1995). At a particular point
in time, legitimacy is the current state of these interpreta-
tive efforts (Deephouse and Suchman 2008). Our research
highlights a central component of this social process: Dutch
individuals perceiving information about Chinese EMNEs
and then assessing the propriety of them.

The Dimensions of Legitimacy and Their Ethical
Foundations

The general concept of legitimacy as a summary judgment
(Deephouse et al. 2017; Huy et al. 2014; Jacqueminet and
Durand 2020; Meyer and Scott 1983; Suchman 1995; Tost
2011) is made more tractable by examining dimensions of
the concept. One classification prominent in recent research
on individuals’ perceptions is between validity and propri-
ety. The latter represents the judgment by an individual of
the appropriateness of an organization, type of organization,
practice, or other organizational attribute; validity reflects
the collective consensus that an organization is appropriate
(Bitektine and Haack 2015; Tost 2011; Zelditch 2001). Eval-
uators in a social system, especially government officials and
the media (Bitektine and Haack 2015), are important influ-
ences on propriety judgments by providing validity cues,
an essential component in the legitimacy judgment process.

Research on legitimacy at individual, organizational,
field, and societal levels has considered a variety of dimen-
sions, also known as “types” (Bitektine 2011), “bases” (Scott
2014), or “criteria” (Deephouse et al. 2017). We specify
four dimensions of legitimacy used in past research that are
likely to be part of individuals’ perceptions of legitimacy of
EMNEs entering new markets. Three propriety dimensions
(i.e., regulatory, moral, and pragmatic legitimacy) overlap
with the four categories of corporate social responsibility
developed by Carroll (1979, 1991), and higher performance
on these components should be reflected in higher legiti-
macy (Carroll and Shabana 2010; Rendtorff 2009, p. 155;
Zheng et al. 2014). The fourth dimension, cultural-cognitive
legitimacy, is a related to collective consensus on a number
of components as part of the validity. It also overlaps with
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language communities valued in the new pragmatism and
the pragmatist critical convergence (Visser 2019; Wicks and
Freeman 1998).

The Propriety Dimensions of Legitimacy

We begin with dimensions associated with propriety, start-
ing with regulatory legitimacy. It is gained by conforming to
laws and rules set forth by governments and other regulatory
authorities (Scott 1995), and it is similar with fulfilling the
legal responsibilities of corporations (Carroll 1979). Indi-
viduals rated adherence to government regulations and other
standards in what Elsbach (1994) called the prescriptive
normativity dimension (this was published before Scott’s
(1995) specification of regulatory legitimacy). EMNE:g, like
other firms, need to conform to local laws and regulations,
but because EMNEs are from other countries, they are less
familiar with local regulations than local firms are and thus
face the liability of foreignness. Moreover, EMNEs may have
less knowledge initially about laws and rules in developed
countries than MNEs from other developed countries with
similar political and economic systems (Jackson and Deeg
2008; Morgan et al. 2010), implying that they also need to
overcome liability of emergingness (Gammeltoft et al. 2010;
Madhok and Keyhani 2012). Chinese EMNEs recognize the
importance of regulatory legitimacy; for instance, the Busi-
ness Ethics policy of Huawei states: “We conduct business
with integrity, observing international conventions and all
applicable laws and regulations in the countries and regions
where we operate. This is the cornerstone of operational
compliance at Huawei, and has long been a core principle of
our management team...” (Huawei Technologies Co., Ltd.
2019). From the perspective of individuals’ perceptions of
EMNEs seeking to gain legitimacy, regulatory legitimacy
reflects a person’s assessment that EMNEs are following the
host country’s rules and laws.

The next dimension is moral legitimacy, which is gained
by adhering to norms and values of society (Scott 1995;
Suchman 1995). It overlaps with the ethical and discre-
tionary responsibilities of corporations Carroll 1979). In
addressing the changing nature of legitimacy in the context
of globalization, Palazzo and Scherer (2006, p. 74) write:
“moral legitimacy becomes the decisive source of societal
acceptance for corporations in an increasing number of situ-
ations.” The moral legitimacy of Spanish Mutual Guaran-
tee Societies was rated by individuals in Diez-Martin et al.
(2013). As with regulatory legitimacy, EMNEs are less
familiar with the norms and values of a host country and
host country stakeholders are less familiar with EMNESs, so
EMNES need to overcome dual liabilities of foreignness and
emergingness. Chinese EMNESs recognize the importance of
moral legitimacy; for instance, “Alibaba Group is commit-
ted to creating a workplace that supports honesty, integrity,
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respect and trust” (Alibaba Group 2014, p. 1). From the
perspective of individuals’ perceptions of EMNESs seeking to
gain legitimacy, moral legitimacy reflects a person’s assess-
ment that EMNE:s are following the host country’s norms,
values, and ethical principles.

The third dimension is pragmatic legitimacy (Suchman
1995). One source is satisfying stakeholders’ self-interests
based on direct exchanges, consistent with the economic
responsibilities of corporations (Carroll 1979). The prag-
matic legitimacy of agricultural cooperatives is rated by
individuals in Foreman and Whetten (2002). The ability
of EMNE:s to deliver satisfactory products and services is
often debated in host countries simply because they are from
emerging countries, consistent with the liability of emerg-
ingness (He and Zhang 2018; Wang et al. 2012). Neverthe-
less, some stakeholders welcome EMNESs because they are
expected to bring capital and jobs to host countries. Prag-
matic legitimacy also “can involve broader political, eco-
nomic, or social interdependencies, in which organizational
action nonetheless visibly affects the audience’s well-being”
(Suchman 1995, p. 578). Lenovo recognizes its importance
in its Code of Conduct: “We are proud of Lenovo’s con-
tributions to the quality of life and culture as well as the
economic and social development of the communities where
we do business” (Lenovo 2019, p. 47). From the perspective
of individuals’ perceptions of EMNEs seeking to gain legiti-
macy, pragmatic legitimacy reflects a person’s assessment
that EMNEs provide benefits to self and to society.

The propriety dimensions of legitimacy fit within the
domain of business ethics and its concern for justification
of business ends and means (Beauchamp and Bowie 2001;
Wicks and Freeman 1998). Moral, regulatory, and prag-
matic legitimacy are consistent with the focus of the new
pragmatism in business ethics that highlights the extent to
which organizations serve human purposes. Furthermore,
pragmatic legitimacy invokes a utilitarian (consequential-
ist) ethos emphasizing outcomes of actions (Beauchamp and
Bowie 2001; Chakrabarty and Bass 2015; Mill 1879). In our
study, individuals assess how well Chinese EMNEs in The
Netherlands benefit society, offer good products, boost the
economy, etc. Similarly, moral legitimacy and regulatory
legitimacy invoke a deontological ethos focusing on what is
right and wrong (Beauchamp and Bowie 2001; Chakrabarty
and Bass 2015; Kant 1871). In our study, individuals evalu-
ate if they think Chinese EMNEs are following rules and
norms of Dutch society.

The Validity Dimension of Legitimacy

We turn to the dimension associated with validity, cultural-
cognitive legitimacy; it incorporates recognizability, com-
prehensibility, and cultural support (Scott 2014). Because
EMNEs entering new markets seek to gain legitimacy, they
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are not yet ‘taken-for-granted,” which is a common concep-
tualization of cognitive legitimacy closely related to insti-
tutionalization (Suchman 1995; Tost 2011). Furthermore,
all MNEs face the challenge of pluralization resulting from
the devaluation of tradition and individualization; this
problematizes cultural homogeneity and renders taken-for-
grantedness problematic, making management of MNEs and
external assessment of them more complex (Palazzo and
Scherer 2006). Ethical theorists also recognize that familiar-
ity, knowledge, and common understandings need to be built
in dialogic manner with stakeholder communities (Jensen
and Sandstrom 2013; Rasche and Esser 2006; Visser 2019;
Wicks and Freeman 1998), consistent with the process of
legitimation presented above.

Past research takes a variety of approaches to cultural-
cognitive legitimacy. Bitektine et al (2020 p. 112) ask:
“Does the organization belong to any known category?”’ This
is not relevant to a collective, that is, a group of EMNES
from a particular country. Alexiou and Wiggins (2019)
apply comprehensible and necessary or taken-for-granted
as components. As noted above, EMNEs are not taken-
for-granted, and the very act by a researcher in asking if
a legitimacy subject is taken-for-granted makes it less so.
Further, comprehensibility reflects an understanding of what
is commonly understood, a second-order judgment (Haack
and Sieweke 2020). Foreman and Whetten’s (2002 pp. 624,
632) claim to measure cognitive legitimacy of cooperatives
as “viable and taken-for-granted,” but five of six items seem
more like pragmatic legitimacy than cognitive legitimacy
(e.g., “In general, I believe that co-ops are of little value to
the small farmer.”). Humphreys and Latour (2013) take an
alternate approach, measuring cognitive legitimacy as the
inverse of response time in a categorization exercise. Haack
and Sieweke’s (2020) commentary on Bitektine et al. (2020)
highlights the challenge of measuring second-order validity
dimensions. Tost’s (2011 pp. 692—-693) meticulous theoriz-
ing excludes cognitive legitimacy “from the typology of the
content of legitimacy judgments because (it) represents the
absence of substantive judgment content.”

Given these difficulties, we take an alternate approach
based on theorizing by Aldrich and Fiol (1994, p. 648), who
view cognitive legitimacy for new ventures as the level of
public knowledge about a new firm or industry and its activi-
ties. This approach was supported by Pollock and Rindova
(2003) and Deeds et al. (2004) who found that volume of
media reports as an indicator of public knowledge was asso-
ciated with higher IPO valuations. It is also consistent with
the recent empirical study of CSR implementation by sub-
sidiaries of a large multinational by Jacqueminet and Durand
(2020); they measured the validity conferred by corporate
parent by the number of mentions of CSR in the corporate
magazine. The level of public knowledge has been exam-
ined for different legitimacy subjects, such as downsizing

(Lamertz and Baum 1998). We translate the level of public
knowledge to the individual level. We recognize the role of
public knowledge information in validating propriety deci-
sions (Bitektine and Haack 2015; Tost 2011) and as an input
to the comprehensibility component of cultural-cognitive
legitimacy (Suchman 1995). A host of external regulators,
rating agencies, social movements, social media, and tradi-
tional media evaluate the ends and means of organizations
(Bromley and Powell 2012). However, individuals have lim-
ited information processing capabilities and filter informa-
tion (Cyert and March 1963; March and Simon 1958). Thus,
we define validating knowledge of an individual as the stock
of validating information that is retained by an individual
after filtering the large amount of validating information
present at the collective level. Validating knowledge is used
by an individual to make propriety judgments on particular
dimensions of legitimacy (Bitektine and Haack 2015; Dorn-
busch and Scott 1975; Tost 2011; Zelditch 2001).

In the context of our study, EMNEs seek to overcome the
liabilities of foreignness and emergingness by demonstrating
to and communicating with host-country stakeholders that
their characteristics and actions are recognizable and under-
standable (Scott 2014; Suchman 1995). EMNEs are relative
newcomers—especially in advanced host countries—and
individuals vary in their familiarity with them. Individu-
als form their perceptions of EMNEs based on whatever
relevant information they perceive and then retain. This
validating knowledge comes from several sources, not only
government and traditional media (Bitektine 2011; Deep-
house 1996) but also conversations with others and social
media (Etter et al. 2018).

We conclude this theory section by enumerating other
information that may influence Dutch individuals’ percep-
tions of Chinese EMNEs. One factor is industry; some
industries like coal power face legitimacy challenges (Jahn
et al. 2020). China’s country image may also be important,
although country image, defined “as the total of all descrip-
tive, inferential and informational beliefs one has about a
particular country,” is a complex construct involving many
dimensions (Martin and Eroglu 1993 p. 193).

Legitimacy is also influenced by the CSR behaviors and
business ethics policies of Chinese EMNESs (De Blasio 2007,
Du and Vieira 2012; Marano et al. 2017; Zhao 2012; Zheng
et al. 2014), although these do not always compensate for
fundamental ethical issues in core operations, sometimes
known as greenwashing (Blanco et al. 2013; Scherer and
Palazzo 2007). Relatedly, past scandals in China may have
an influence. Wang and Laufer (2020) point out that Chinese
social media is very active in raising attention to unethical
corporate behavior, and some of these issues will be picked
up by western media and media controlled by the Chinese
government. For example, the 2008 scandal about mela-
mine in Chinese infant formula powder that killed at least
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six babies and sent thousands to the hospital in China was
picked up by the Chinese government, its media, and west-
ern media, including Dutch media (e.g., Moleman (2008) in
Volkskrant). For example, The Economist not only reported
at the time of the scandal but also in 2018 and 2019 (The
Economist 2008, 2018, 2019). Similarly, Zheng et al. (2014
p. 409) reported numerous penalties for Chinese firms:
“According to the China Securities Regulatory Commis-
sion (CSRC), from 2000 to 2010, 486 out of the 1,706 listed
firms were penalized for having committed immoral behav-
ior.” Some of this home country information gained from
media may influence Dutch individuals. Direct experience
as a customer, employee, supplier, or community member
is of course important an important source. These multiple
causes may influence individuals’ legitimacy assessments.
However, our empirical research focuses only on creating
measures for individuals’ legitimacy perceptions that have
construct validity; only with valid measures can research
examine possible causes in different settings.

To summarize our theory development, we have defined
individuals, EMNEs, and legitimacy, including its dimen-
sions and the process of gaining legitimacy (legitimation).
We drew from ethical theories to demonstrate that legiti-
macy is fundamentally an ethical concept. We explained
how individuals use validating knowledge to make propri-
ety evaluations of organizations, with particular focus on
our empirical setting: how Dutch individuals perceive the
legitimacy of Chinese EMNE:s in their country. Given this
theoretical foundation, we next turn to how we developed a
valid measurement scale.

The Scale Development Process

The empirical context of this study uses China as the home
country and the Netherlands as the host country of indi-
viduals evaluating the legitimacy of Chinese EMNEs. This
one-to-one setting (one home country and one host country)
controls for cross-country variance, such as differences in
individuals’ perceptions based on economic development,
cultural heritage, and degree of ethnocentrism (Ahmed and
d’Astous 2007). China is a relevant choice because that
China is currently the largest contributor of global FDI out-
flow in the developing world. The share of outward FDI
from China increased from 1.2% in 2007 to 12.6% in 2016,
which makes China the second largest source of FDI in the
world after the United States (UNCTAD 2017). We select
The Netherlands as the host country for the following rea-
sons. The Netherlands is a tolerant country (Smeekes et al.
2012), and the Dutch people are straightforward and direct
when expressing different opinions on different topics. Sec-
ond, the Netherlands is a valued location for MNEs because
it provides access to the large European Union and has
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government policies conducive to FDI, including favorable
tax treatment, leading this country of only 16.98 million
people to be one of the largest FDI recipients in the world,
ranking 5th in 2016 (UNCTAD 2017). Thus, Dutch people
have relatively rich experience with MNEs that they can
draw on for assessing the legitimacy of EMNE:s.

Based on this context, we refine the definition of legiti-
macy for this study. The legitimacy of Chinese EMNEs in
The Netherlands is the perceived appropriateness of Chinese
EMNEs as a group in the context of the rules, values, norms,
and definitions of Dutch society.

To measure individuals’ perceptions of this, we created
a seven-step procedure based on the comprehensive proce-
dures suggested by Churchill (1979) and Hinkin (1998). The
steps are presented in Table 1. The first three steps gener-
ate items for survey and then reduces them using deductive
reasoning and a pre-test. Steps 4, 5, and 7 address reliabil-
ity, convergent validity, discriminant validity, and criterion-
related validity; Step 6 investigates the relationships among
the dimensions. Two samples were used in this procedure,
following past research (Martin and Eroglu 1993; Sweeney
and Soutar 2001; Davies et al. 2004). The first was a sample
of students collected in step 2 for the pre-test. The second
was a sample of Dutch citizens collected in step 4 used to
test our scale among the population of interest.

Step 1: Item Generation

Hinkin (1998) summarized two approaches to create a list
of preliminary items, deductive and inductive. A deductive
approach is recommended when the theoretical foundation
provides enough information to generate the initial set of
items. It requires a clear theoretical definition of the con-
struct under examination. An inductive approach is appropri-
ate when the definition of the construct under examination
is not yet well identified. With this approach, researchers
usually develop scales inductively by asking a sample of
respondents to provide descriptions of their feelings and
understanding about the relevant concept. In our study, we
use the deductive approach because the focal construct,
legitimacy, is a well-researched concept. As noted above,
existing literature provides a solid theoretical foundation
for us to generate items. There is also a growing empirical
corpus reviewed above that used survey questions to meas-
ure individuals’ perceptions of legitimacy mentioned above.
These studies form the basis for using a deductive approach.

There were no existing items specifically for measuring
the legitimacy of EMNEs. Following a deductive approach,
we take the following sub-steps to generate initial items. We
first conducted an extensive literature review. We started
by searching with Google Scholar and EBSCO using the
key words of legitimacy, legitimate, and legitimation. This
resulted in over 500 journal papers, working papers, and
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Table 1 Procedure to develop a direct measurement scale

Steps

Approaches and techniques used

Step 1: Generate items

Create preliminary items by adopting a deductive approach

Review and improve using 5 experts

Step 2: Collect data (first)
siteit
Step 3: Purify items

Distribute a 19-item survey to the MBA and part-time MSc students at Nyenrode Business Univer-

Conduct Exploratory Factor Analysis (EFA) and

Internal Consistency Assessment with the first survey data, N=201. 14 items are remained, and four

factors are detected
Step 4: Collect data (second)

Step 5: Assess reliability and validity

Distribute a survey of 14 items related to legitimacy and 5 items for criteron validation to Dutch
citizen in the Netherlands

Conduct confirmatory factor analysis (CFA) to assess overall fit of the models, reliability, convergent,

and discriminant validity with the second survey data, N=318. 12 items are remained, and six fac-

tors are confirmed

Step 6: Test relationships between factors Conduct partial least squares structural equation modeling (PLS-SEM) to estimate path coefficients,
with the second survey data, N=318

Step 7: Criterion-related validity

Using PLS-SEM to examine if the scale is capable to explain the relationships between legitimacy

and two constructs: willingness to purchase the products of the firms and willingness to work for

the firms

books published during 1980-2017; the list is available from
the first author on request. The publications reviewed are not
only in management but also in other disciplines, such as
political science, public administration, law, communication,
accounting, sociology, and psychology. From this set, we
found 49 empirical studies that quantified legitimacy, from
which we found 133 original items used to measure legiti-
macy (available from first author). Of these, 32 use measures
at the collective level, such as media coverage (e.g., Aerts
and Cormier 2009; Bansal and Clelland 2004; Vergne 2011),
population density (Baum and Oliver 1991; Rao 1994), num-
bers of organizations (Hannan and Carroll 1992; Carroll and
Hannan 1989), certifications (Ivanova and Castellano 2012),
and accreditations and memberships (Ruef and Scott 1998;
Singh et al. 1986). We removed the collective indicators and
ended up with 94 original items that measure individuals’
perceptions of legitimacy (available from first author).

Our second step was to filter these 94 items using the fol-
lowing criteria. First, we deleted 28 items that do not fit the
definition of legitimacy used in this study but instead incor-
porate terms from other concepts like reputation or status.
Two examples are: “The organization is viewed by business
writers as one of the top firms in the industry” (Elsbach
1994, p. 87); and “Employees are proud to tell others they
work at Bransford Sensors” (Certo and Hodge 2007, p. 470).
Second, we deleted 17 items that measure internal legiti-
macy, the perception of organizational insiders. An exam-
ple is: “You, your colleagues, your bosses: believe that all
your organization’s actions help it achieve its goals” (Diez-
Martin et al. 2013, p. 1959). Third, we deleted 24 items
associated with a specific context which cannot translate to
a group of organizations, EMNESs. An example is: “Because
of the founder’s experience, the business has a founder who

benefits the organization” (Pollack et al. 2012, p. 925). This
step left 25 items.

In our third step, we combined items that appear to meas-
ure the same thing but in different ways into one item. For
example, we translated and integrated the two items, “It
seems to me that Suolo Inc. acts consistent with socially
accepted norms and values” (Bachmann and Ingenhoft 2016)
and “ZERTO Corporation complies with the norms and val-
ues of German society” (Jahn et al. 2020), into one item:
“The Chinese firms conform to values held by our society”
(Q1). This step ends up with 16 items.

In the fourth step, we compared these items to the defini-
tion and dimensions of legitimacy that we adopted to see
if there were any substantial gaps. One item was added to
reflect the terminology but not replicate the general defini-
tion: The business practice of Chinese firms is acceptable.
We also added one item to measure pragmatic legitimacy
considering the current economic situation in the host coun-
try, where unemployment was still higher in our survey years
(2016-2017) than before the recession resulting from the
financial and European debt crises of in 2007-2008. This
item is: The Chinese firms provide opportunities to us to
overcome the economic recession.

To assess face validity, we reviewed our items in detail
with five experts: three professors in international business
and two top managers who have rich international experi-
ence. All items passed their review. We also asked experts
to provide new items that reflect the construct in context of
Chinese firms in The Netherlands. Following experts’ sug-
gestions, we added one item, / see a gap between formally
agreed upon behavior and behavior in practice regarding
rules and regulations. We ended up with 19 items for first
data collection, measured on a Likert Scale from 1 to 5.
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Before the questionnaire was distributed, we did a pre-test
with fifteen people by personal interviews to identify and
eliminate potential problems. Based on their feedback we
adjusted a few questions to make them easier to understand.
The questions are presented in Appendix 1.

Step 2: The First Data Collection

The first survey was done in October and November 2016.
We used an online survey instead of traditional methods such
as letter, face-to-face, or telephone interview because online
surveys are faster, cheaper, reduce participants’ burden, and
may elicit greater variability in responses (Couper 2008).
The survey was designed with the software provided by a
survey company, Qualtrics. The online survey was pre-tested
by a small group of people (four faculty members and six
graduate students). Computers with different screen configu-
rations and browsers and different smart phones with differ-
ent systems were used in the pre-test to ensure consistent
appearance of the survey. The questionnaire was slightly
adjusted according to feedback from the pilot respondents.

The survey link was sent to the students of four programs
(International MBA, Executive MBA, Modular MBA,
and Part-time MSc) at Nyenrode Business Universiteit in
The Netherlands. Because the majority of these programs
are taught in English to classes that include international
students and the English level of these students was suf-
ficient for filling in the questionnaire, we used English in
this survey. In the introduction of the survey, we indicated
clearly that the questions were about Chinese companies
in The Netherlands. There were 248 respondents; 39 were
removed because of missing data, and another 8 respond-
ents were removed because their response time was shorter
than the item response time thresholds used by Wise and
Kong (2005), specifically 20 s for 19 short items. This left
201 useable questionnaires. The average age is 34, and the
percentage of females is 45%.

Step 3: Purify Items

The purpose of this step is to evaluate the number of items
and explore the dimensions of the construct (Church-
ill 1979; Martin and Eroglu 1993). An exploratory factor
analysis (EFA) with principal component procedures and
varimax rotation was performed on the data collected in
Step 2. An index of Kaiser’s measure of sampling ade-
quacy (KMO=0.789) and Bartlett’s test of sphericity
(¥*=1230.88; df=171; p <0.001) suggested that the data
are suitable for exploratory factor analysis (EFA). Eigen-
values greater than 1 were used to determine the number of
factors. EFA extracts five factors accounting for 62.55% of
the total variance. We used the following criteria to purify
our list of items: (1) items should have communality higher
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than 0.4; (2) dominant loadings should be greater than 0.5;
and (3) cross-loadings should be lower than 0.3 (Hair et al.
2006). Based on the results, we dropped Q8 because its fac-
tor loading is lower than 0.50 and Q6, Q7, and Q14 because
of their high cross-loading. We dropped Q12 because it is
the only item in its factor which is uninterpretable and may
cause underidentification problems (Bollen 1989). In the
end, 14 items and four factors remained, as presented in
Table 2. We calculated Cronbach’s alpha to test the internal
consistency of each factor. Table 2 shows that the alphas
are greater than 0.6, which are acceptable in exploratory
research (Hair et al. 2006, p. 778).

The first factor includes three items: Q4 The business
practice of Chinese firms is acceptable; Q5 The business
practice of Chinese firms is proper; and Q13 The Chinese
firms are good citizens. Because “appropriate is a covering
term for both acceptable and proper” (Deephouse et al. 2017,
p- 33), this factor is distinct from the other factors, and the
other factors are closely linked to aforementioned dimen-
sions of legitimacy, we follow Tost (2011) and refer to this
factor as Generalized legitimacy.

The second factor includes three items: Q1 The Chinese
firms conform to values held by our society; Q2 The Chinese
firms are committed to meet norms and cultures standards
that our community expects of foreign owned firms; and Q3
The Chinese firms conform to regulatory standards in our
society. The three items were intended to measure moral
and regulatory legitimacy, but they loaded on a single fac-
tor. That is, individuals do not perceive differences between
moral and regulatory legitimacy that have been specified
at the collective level (Deephouse et al. 2017; Scott 2014).
Instead, this factor reflects theorizing that views these two
dimensions as part of a superordinate dimension called soci-
opolitical legitimacy. According to Aldrich and Fiol (1994,
p. 648), “Sociopolitical legitimation refers to the process
by which key stakeholders, the general public, key opinion
leaders, or government officials accept a venture as appropri-
ate and right, given existing norms and laws.” The combined
dimension reflects the attainment of acceptance by local
stakeholders or conformity to socially constructed stand-
ards of behavior and legally established codes of conduct
(Schultz et al. 2014). Some empirical research has found
support for their hypotheses using Aldrich and Fiol’s (1994)
conceptualization (e.g., Deeds et al. 2004; Wang and Qian
2011). Consistent with this work, we refer to this factor as
Sociopolitical legitimacy.

The third factor includes three items: Q9 The Chinese
firms are beneficial to our society; Q10 The Chinese firms
provide opportunities to us to overcome the economic reces-
sion; and Q11 The Chinese firms provide good product/ser-
vices to our society. The three items basically reflect audi-
ences’ self-interest by measuring the extent to which people
believe that the firms are beneficial to their society and
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Table 2 Scale items and exploratory factor analysis result from initial sample

Factors

Cronbach’s alpha Factor loading Communalities

Generalized Legitimacy

4. The business practice of Chinese firms is acceptable.

5. The business practice of Chinese firms is proper.

13. The Chinese firms are good citizens.

Sociopolitical Legitimacy

1. The Chinese firms conform to values held by our society.

2. The Chinese firms are committed to meet norms and cultures standards that our commu-
nity expects of foreign owned firms.

3. The Chinese firms conform to regulatory standards in our society.

Pragmatic legitimacy

9. The Chinese firms are beneficial to our society.

10. The Chinese firms provide opportunities to us to overcome the economic recession.
11. The Chinese firms provide good product/services to our society.

Validating knowledge

15. I follow news about Chinese firms.

16. I discuss with friends and people around me about Chinese firms in Netherlands and/or
other countries.

17. 1 am aware that more and more Chinese firms come to Netherlands.

18. How often do you hear or read that Chinese firms’ are being questioned or challenged in
terms of their activities?

19. How often do you hear or read that Chinese firms’ are being endorsed in terms of their

0.779
0.697 0.647
0.802 0.707
0.527 0.495
0.733
0.758 0.689
0.807 0.727
0.679 0.678
0.626
0.725 0.628
0.799 0.688
0.520 0.478
0.770
0.798 0.739
0.746 0.675
0.625 0.471
0.699 0.684
0.700 0.639

activities?

N=201

themselves. Based on the explanation of pragmatic legiti-
macy provided by Suchman (1995), we refer to this factor
as Pragmatic legitimacy.

The fourth factor includes five items: Q15 I follow news
about Chinese firms; Q16 I discuss with friends and people
around me about Chinese firms in Netherlands and/or other
countries; Q17 I am aware that more and more Chinese
firms come to Netherlands;, Q18 How often do you hear or
read that Chinese firms are being questioned or challenged
in terms of their activities? and Q19 How often do you hear
or read that Chinese firms are being endorsed in terms of
their activities? These items measure individuals’ knowl-
edge about focal firms. Consistent with our theorizing above,
we refer to this factor as Validating knowledge.

Step 4: The Second Data Collection

Based on the results of step 3, we designed and conducted
a second online survey which was conducted from Decem-
ber 2016 to February 2017. This second survey differs
from the first one in terms of items, variety of respondents,
approaches to access respondents, and language in use.
However, we again stated in the introduction of the survey
that the questions were about Chinese companies in The
Netherlands. We started with the 14 items that remained

after step 3. We added five additional items listed in Appen-
dix 1 to assess criterion validity in step 7 and are discussed
there.

Given our goal to measure Dutch individuals’ perceptions
of the legitimacy of Chinese EMNE:s, the second survey
focuses on Dutch citizens and includes a diverse population
in terms of education, profession, and age. Respondents were
reached through the network of six recruiters as seeds. To
ensure the sample is representative of the Dutch population
(Hinkin 1998), the six recruiters varied on four criteria: loca-
tion, age, education, and profession. The recruiters resided in
the different regions of the country; their ages ranged from
22 to 55; their education levels ranged from vocational level
to university level; and they were from different professions,
including manager, social worker, teacher, and university
student. The six seeds recruited respondents in two ways:
(a) sending the survey link to their contacts, and requesting
the contacts send it on; and (b) using Facebook to invite
people in their region to fill in the questionnaire. Since the
respondents were all Dutch citizens, the second question-
naire was in Dutch.?

2 To ensure the translation accuracy and cross-cultural equivalence,
we use the collaborative approach proposed by Douglas and Craig
(2007). In the first stage, two translators translated the questionnaire
from English into Dutch separately. In the second stage, a review
meeting was held with the translators and two independent reviewers
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Table 3 Comparative analysis of models of various dimensionality

1998; Kim et al. 2012), necessitating further refinement of
the model.

Four-factor Five-factor Six-factor Criteria
After reviewing the results, we disaggregated the fourth
CFI 0.756 0.904 0.943 >0.9 factor, Validating knowledge. Q15, Q16, and Q17 measure
SRMR 0.098 0.079 0.062 <0.09 the extent to which people know about or are aware of the
RMSEA 0.113 0.072 0.052 <0.08 firms and are akin to the amount of knowledge or volume
Chi-Sq 370.79 (72)  188.08 (70)  124.87(66) of attention (Aldrich and Fiol 1994; Pollock and Rindova
2003). We label this factor Level of knowledge. Q18 and Q19
Table 4 ‘The assessment of Construct Dijkstra—Henseler’s rho Joreskog’s rho (p,.) Cronbach’s
composite reliability (o) alpha (a)
Generalized legitimacy 0.7507 0.7507 0.7507
Sociopolitical legitimacy 0.7613 0.7591 0.7563
Pragmatic legitimacy 0.7066 0.8063 0.6393
Level of knowledge 0.8053 0.8053 0.8053
Challenging knowledge 1.0000 1.0000
Endorsing knowledge 1.0000 1.0000

In total 480 people responded, from which 148 were
removed because of missing data, and another 14 respond-
ents were removed because their response time is shorter
than the item response time thresholds used by Wise and
Kong (2005), leaving 318 useable respondents. 44.3% of the
respondents are male and 55.7% are female; the average age
is 37, ranging from 18 to 71; and 28.0% of the respondents
have university education. These sample statistics are similar
to the Dutch population. According to Netherlands Statistics
in 2016, 49.6% are male and 50.4% are female; the average
age of the Dutch population is 41.2 years;> and 29.2% had
university education.*

Step 5: Reliability and Validity Assessment

In this step, we conducted confirmatory factor analy-
sis (CFA) of data collected in the second survey to ver-
ify the four-factor model identified in previous EFA. We
first assessed the overall fit of the model by using covar-
iance-based SEM. The results in Table 3 show that the
goodness-of-fit statistics (CFI=0.756, SRMR =0.098,
RMSEA =0.113) were not in line with the established cri-
teria (CFI>0.90, SRMR < 0.09, RMSEA < 0.08) (Hinkin

Footnote 2 (continued)

(one Dutch native speaker and one English native speaker) to decide
on the final version. There were two main tasks in the meeting: one
was to resolve inconsistencies, and the other was to ensure that the
questionnaire accurately captures the same meaning in each language.
3 Data retrieved in Oct. 2017 from https://www.cbs.nl/en-gb

* Data retrieved in June 2020 from https://www.statista.com/statistics
/914489/population-of-the-netherlands-by-education-level/
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measure the valence of the individual’s knowledge in terms
of endorsing and challenging (Deephouse 1996; Pollock and
Rindova 2003). We labeled this factor Valence of knowledge.
We also recognized that endorsing content and challenging
content may have asymmetric effects on individual decision
making (Barnett and Hoffman 2008; Baumeister et al. 2001;
Haack et al. 2014; Suddaby et al. 2017). Because of this,
we also split Valence of knowledge into its components to
see if disaggregation better reflected individuals’ cognitive
processing of validity information. Therefore, Q18 meas-
ures Challenging knowledge and Q19 measures Endorsing
knowledge. We then analyzed the five-factor and six-factor
models using CFA. The results presented in Table 3 indicate
that the five-factor model and six-factor model both have
acceptable fit. The six-factor model fits better than the five-
factor model in terms of all fit statistics, and its superiority
receives statistical support by testing the difference in the
chi-squared statistics (63.21, df =4, p <0.0001). We also
tested the overall fit of the models by using PLS-SEM (with
ADANCO) and reach a similar conclusion. Therefore, we
use the six-factor model in the following analyses.

We then assessed the reliability and validity of the six-
factor model using PLS-SEM. To evaluate reliability, we
apply two types of criteria. The first is related to each sepa-
rate item, including item-to-item correlation and item-to-
total correlation. We find two items (Q13 and Q17) have
item-to-item correlation lower than the threshold of 0.3
(Hair et al. 2006, p. 137). We delete these two items to
ensure sufficient internal consistency of the two relevant
factors, Generalized legitimacy and Level of knowledge.
With the remaining items, we assess composite reliability
by Dijkstra—Henseler’s rho (p,) and Joreskog’s rho (pc).
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Table 5 Factor loadings from second survey

Factors Loadings
Generalized legitimacy

4. The business practice of Chinese firms is acceptable. 0.7751
5. The business practice of Chinese firms is proper. 0.7751
Sociopolitical legitimacy

1. The Chinese firms conform to values held by our society. 0.7632
2. The Chinese firms are committed to meet norms and cultures standards that our community expects of foreign owned firms. 0.6999
3. The Chinese firms conform to regulatory standards in our society. 0.6828
Pragmatic legitimacy

9. The Chinese firms are beneficial to our society. 0.8077
10. The Chinese firms provide opportunities to us to overcome the economic recession. 0.7237
11. The Chinese firms provide good product/services to our society. 0.7543
Level of knowledge

15. I follow news about Chinese firms. 0.8210
16. I discuss with friends and people around me about Chinese firms in Netherlands and/or other countries. 0.8210
Challenging knowledge

18. How often do you hear or read that Chinese firms are being questioned or challenged in terms of their activities? 1
Endorsing knowledge

19. How often do you hear or read that Chinese firms are being endorsed in terms of their activities? 1

N=324

Table 6 The assessment of validity: Squared correlations and AVE

Construct Sociopolitical Generalized Pragmatic Level of Endorsing news Average variance
legitimacy legitimacy legitimacy knowledge extracted (AVE)

Generalized legitimacy 0.6008

Sociopolitical legitimacy 0.3104 0.5128

Pragmatic legitimacy 0.1446 0.0665 0.5817

Level of knowledge 0.0191 0.0060 0.0247 0.6741

Endorsing news 0.0007 0.0001 0.0356 0.0907 1

Challenging news 0.0206 0.1030 0.0001 0.0994 0.4559 1

Table 4 shows that each statistic for the six factors is higher
than the 0.70 threshold (Henseler et al. 2016), indicating
sufficient reliability.

We next evaluated two types of validity, namely conver-
gent validity and discriminant validity. Convergent validity
is assessed by using two criteria, factor loadings exceeding
0.5 and the values of Fornell and Larcker’s Average Vari-
ance Extracted (AVE) exceeding 0.5, meaning that the latent
variable explains more than half of its indicators’ variance
(Hair et al. 2017). Table 5 shows that all factor loadings are
above 0.5, and Table 6 shows that values of AVE are greater
than 0.5. These results indicate a sufficient degree of conver-
gent validity. To assess discriminant validity, we apply the
commonly used Fornell-Larcker criterion (Hair et al. 2011),
which is that the AVE of each latent construct should be
greater than the highest squared correlation between a latent
construct and any other latent construct. Table 6 indicates

that AVE of the six factors are all higher than the squared
correlations, implying the criteria are met.

Step 6: Inter-relationships among Dimensions

Based on the CFA in Step 5, we investigated the relation-
ships among the dimensions. Applying our theorizing above
and the literature on the formation of individual legitimacy
judgments (Bitektine 2011; Ehrhart and Ziegert 2005; Tost
2011), we propose that the process goes through three stages:
Validating knowledge; propriety judgments; and generalized
judgment. Figure 1 depicts the proposed relationships.

The three dimensions of validating knowledge are
expected to affect the two propriety dimensions as fol-
lows. According to the exposure theory, repeated exposure
to an object leads to increasingly positive evaluations of it
(Zajonc 1968). This theory leads to the popular claim that
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Fig. 1 The relationships among
the factors. Note *, **, ***
indicates that the relationship is

Validating knowledge

Level of @O+

Propriety judgment Generalized judgment

.

supported at p <0.05, p<0.01, knowledge
p<0.001
Challenging
knowledge

Endorsing

Pragmatic legitimacy
(D*%%

Generalized
legitimacy

+***

knowledge

“Familiarity leads to attraction” (Berscheid and Regan 2005,
p. 177). Moreover, the environment processing metatheory
predicts that the richness of the information processed by
individuals influences their perception of the focal organi-
zation (Ehrhart and Ziegert 2005). Applying the theories to
our research context, we expect that Level of knowledge is
positively associated to Pragmatic legitimacy (relation @)
and Sociopolitical legitimacy (relation®).

We do acknowledge there is an opposite argument,
“familiarity breeds contempt,” proposing that the more
information individuals have about an object, the more likely
they discover negative information (Norton et al. 2007, p.
97-98). To address this, we considered the effect of cogni-
tion in our specific context: Dutch individuals’ perception
of Chinese firms. For many decades, China’s market sys-
tem was not well developed. Chinese firms had the stigma
of lagging technology, low quality, poor management, and
strong links to government. However, in the past two dec-
ades, China made substantial improvements in economic
development, technological advancement, and institutional
quality (Ramamurti and Hillemann 2018; Zeng 2019). Fur-
thermore, many successful Chinese multinational companies
like Lenovo were emerging in the international stage. For
example, in 2016, 110 Chinese companies were on the For-
tune Global 500 list in 2016, compared to 46 in 2010 and 10
in 2000. Although some adverse cases generate publicity,
the general trend is that Chinese firms are upgrading and
acting according to international standards. It is likely that
people will have better perceptions about Chinese firms if
they receive more updated information about them and are
more aware of their improvements. Therefore, the positive
relationships between Level of knowledge on the one hand
and Pragmatic legitimacy and Sociopolitical legitimacy on
the other hand are defensible (relations ® and ®).

Expectancy theory (Vroom 1964) suggests that individu-
als who perceive an object to be favorable are more attracted
to it. In our context, we expect that Challenging knowledge
is negatively associated with Pragmatic legitimacy (relation
®) and Sociopolitical legitimacy (relation @), and Endors-
ing knowledge is positively associated with Pragmatic
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Sociopolitical legitimacy

legitimacy (relation ®) and Sociopolitical legitimacy (rela-
tion ®).

The last stage considers the individuals’ overall percep-
tion of the EMNEs, reflected by the factor Generalized
legitimacy. Following Tost (2011), we expect this factor
will be positively associated with the propriety judgments
of Pragmatic legitimacy and Sociopolitical legitimacy (rela-
tions @ and ®.)

Because this study uses survey data from the same
respondents to test these relationships, there is the possi-
bility of common method bias. To address this issue, we
adopted approaches recommended by Chang et al. (2010),
Podsakoff et al. (2003), and Podsakoff and Organ (1986).
Specifically, to reduce the possibility of socially desirable
responding and evaluation apprehension, we used an online
survey. In the questionnaire administration, we assured ano-
nymity and confidentiality of the responses. In addition, we
used scales with different response formats, such as Likert
scale for perception-based questions and numbers for fact-
based questions.

Analysis and Results

We tested the predicted relationships using PLS-SEM on
the data collected in the second survey. Following the sug-
gestions of Henseler et al. (2009) and Hair et al. (2011),
we tested the path coefficients and their significance with a
bootstrapping procedure generating 5000 random samples.
We examined the goodness of fit as suggested by Henseler
et al. (2016). The results are presented in the first panel (A)
of Table 7. The overall model estimation shows that the three
criteria: SRMR, dy;; 5, and dg are below the corresponding
value of Hi99, indicating an acceptable fit.

Table 8 presents the descriptive statistics and correla-
tions for our major factors. Dutch individuals rate Chinese
EMNES near the midpoint of the 1 to 5 scale for the pro-
priety dimensions (2.81 to 3.38). They are also relatively
unfamiliar with them, with validating knowledge measures
ranging between 2.05 and 2.35.
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Table 7 Results of the structural model estimation

Panel A. Overall model fit

Value HI9S HI9%9

SRMR 0.0551 0.0551 0.0662
dyLs 0.2365 0.2365 0.3417
dg 0.0815 0.1170 0.3045
Panel B. Main paths

Direct effect Total effect

Coefficient SE p value Coefficient SE p value
Level of knowledge — Pragmatic legitimacy 0.1248 0.0601 0.0379 0.1248 0.0601 0.0379
Level of knowledge — Sociopolitical legitimacy 0.1582 0.0678 0.0197 0.1582 0.0678 0.0197
Level of knowledge — Generalized legitimacy 0.0571 0.0748 0.4447 0.1697 0.0756 0.0247
Challenging knowledge — Pragmatic legitimacy —0.2345 0.0743 0.0016 —0.2345 0.0743 0.0016
Challenging knowledge — Sociopolitical legitimacy —0.6086 0.0881 0.0000 —0.6086 0.0881 0.0000
Challenging knowledge — Generalized legitimacy 0.0393 0.0915 0.6672 —0.3277 0.0896 0.0003
Endorsing knowledge — Pragmatic legitimacy 0.3254 0.0709 0.0000 0.3254 0.0709 0.0000
Endorsing knowledge — Sociopolitical legitimacy 0.3557 0.0831 0.0000 0.3557 0.0831 0.0000
Endorsing knowledge — Generalized legitimacy —0.0644 0.0883 0.4661 0.2008 0.0907 0.0269
Sociopolitical legitimacy — Generalized legitimacy 0.4995 0.0804 0.0000 0.4995 0.0804 0.0000
Pragmatic legitimacy — Generalized legitimacy 0.2690 0.0607 0.0000 0.2690 0.0607 0.0000

The results for the paths are in the second panel (B)
of Table 7, beginning with the influence of validating
knowledge on propriety judgments. Level of knowledge
is positively and significantly related to both Pragmatic
legitimacy and Sociopolitical legitimacy (p <0.05) in rela-
tions @ and @. These results support our prediction that
“familiarity leads to attraction” (Berscheid and Regan
2005) rather than “familiarity leads to contempt” (Nor-
ton et al. 2007). Challenging knowledge is negatively and
significantly related to Pragmatic legitimacy and Socio-
political legitimacy (p <0.01, p <0.0001), supporting
relations ® and @. Endorsing knowledge is positively and
significantly (p < 0.0001) related to Pragmatic legitimacy
and Sociopolitical legitimacy, supporting relations ® and
®. When comparing the magnitudes of the standardized
coefficients from Endorsing knowledge and Challenging
knowledge to Pragmatic legitimacy and Sociopolitical
legitimacy, we see that the effect of Endorsing knowledge
on Pragmatic legitimacy (#=0.3254, p <0.0001) is higher
than the effect of Challenging knowledge on Pragmatic
legitimacy (f=— 0.2345, p=0.0016). In contrast, we see
that the effect of the effect of Endorsing knowledge on
Sociopolitical legitimacy (#=0.3557, p <0.0001) is lower
than the effect of Challenging knowledge on Sociopoliti-
cal legitimacy (f=— 0.6086, p <0.0001). One possible
explanation of this finding is that the media is more critical
when reporting on EMNEs’ (Chinese firms in this case)
behavior related to conforming to the rules, norms, and

values, and is relatively positive when discussing the con-
tribution of the firms. The negative attitude toward Chi-
nese firms regarding the sociopolitical legitimacy is likely
sourced from the hot debates on the issues such as human
rights or copyrights (Rapoza 2012; Xie and Page 2013).
The positive attitude toward Chinese firms regarding prag-
matic legitimacy is likely influenced by the fact that Chi-
nese investment is helping Europe’s economic recovery,
such as creating jobs and generating tax revenue (Hane-
mann and Rosen 2012).

We next consider effect of the propriety judgments
on Generalized legitimacy. Pragmatic legitimacy and
Sociopolitical legitimacy are positively and significantly
(p<0.0001) associated with Generalized legitimacy, sup-
porting relations @ and ®. The standardized coefficients of
the direct paths show that a one unit increase in the Socio-
political legitimacy will increase Generalized legitimacy
by 0.4995 units, and a one unit increase in the Pragmatic
legitimacy will increase Generalized legitimacy by 0.2690
units. Thus the effect of Sociopolitical legitimacy is almost
twice as large as the effect of Pragmatic legitimacy. For
completeness, we tested a model of direct effects from
Level of knowledge, Endorsing knowledge, and Challeng-
ing knowledge to Generalized legitimacy. None of the
direct paths were significant.

The findings regarding the relationship between the fac-
tors are summarized in Fig. 1, which shows that all of the
predicted relationships are supported.
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Table 8 Descriptive statistics and correlations

SD

Mean

0.5846
0.5848
0.5255
0.9044
0.9896
1.0157
0.7259
0.7109

3.1140
2.8141
3.3760
2.3467
2.0463
22531
3.0461
3.6080

1. Generalized legitimacy

0.4257
0.3408
0.1142
0.0222

2. Sociopolitical legitimacy

0.2240
0.0724

3. Pragmatic legitimacy
4. Level of knowledge

5. Endorsing news

0.1477
0.2006
0.0203
0.2861
0.3393

0.2743
0.2845
0.1839
0.0305

—0.0100
—0.2815
0.2378
0.0931

0.6752
0.1004
0.1491

—0.1253

0.2889
0.1557

6. Challenging news

0.0532
0.1078

7. Willingness to buy

0.4148

8. Willingness to work

Step 7. Assessment of Criterion-related Validity

We next examined criterion-related validity, specifically the
influence of generalized legitimacy on Dutch citizen’s will-
ingness to work for and purchase from Chinese EMNEs.
These two outcomes have higher commitment and switch-
ing costs compared to the $100 crowdfunding experiment
taken by an Amazon MTurk sample in Alexiou and Wiggins
(2019) or the brand loyalty of University students to Mon-
treal taxi firms in Bitektine et al. (2020). Taking a job is a
very substantial commitment relative to the other criteria
variables in past work using external stakeholders, not inter-
nal ones (cf. Jacqueminet and Durand 2020). The commit-
ment associated with purchase varies with the characteristics
of the item. Prominent Chinese EMNESs in The Netherlands
offer a number of high commitment, high switching cost
items such as mobile phones (Huawei and Xiaomi), appli-
ances (Haier), and automobiles (Byd), including the electric
car segment that is expanding with societal concern about
global warming (SAIC Motor).

The effects of legitimacy on decisions to work and pur-
chase are supported by much management research, includ-
ing resource-dependence (Pfeffer and Salancik 1978), new
institutional theory (Suchman 1995), and entrepreneurship
(Shepherd and Zacharakis 2003). Legitimacy is consid-
ered a resource that enables organizations to access other
resources needed to survive and grow (Pfeffer and Salan-
cik 1978; Zimmerman and Zeitz 2002). Stakeholders are
more likely to supply these resources to organizations that
are legitimate (Suchman 1995). As Brown (1998, p. 349)
stated: “legitimate status is a sine qua non for easy access to
resources, unrestricted access to markets.” Two important
resources provided by individuals are labor services and
product purchases which are influenced by willingness to
work for and purchase from Chinese EMNEs. Williamson
(2000, p. 30) predicts that “legitimacy of an organization
will be positively related to an organization’s ability to suc-
cessfully recruit potential job applicants.” Both management
and marketing research shows that legitimacy is important
to customers (e.g., Handelman and Arnold 1999; Shepherd
and Zacharakis 2003).

We assessed criterion-related validity by testing with
PLS-SEM the model used in Step 6 with two additional
paths: one is from Generalized legitimacy to Willingness to
work, and the other is from Generalized legitimacy to Will-
ingness to buy. We used four items from the second survey
of Dutch citizens to measure Willingness to work (Zhang
et al. 2020) and one item to measure Willingness to buy
(Laroche et al. 2005), the items can be found in Appen-
dix 1. A single-item measure is equally valid as multiple-
item measures for simple constructs like willingness to buy
(Bergkvist and Rossiter 2009). The overall model estimation
shows that the three criteria, SRMR, dULS, and dG (0.0522,
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0.4176, and 0.2154) are all below the corresponding value
of Hi99 (0.0658, 0.6631, 0.7149), respectively, indicating
an acceptable fit. The path coefficient from Generalized
legitimacy to Willingness to work is significant (§=0.3581;
p <0.0001). The path from Generalized legitimacy to Will-
ingness to buy is significant (f=0.1786; p=0.0142). These
results support the relationships found in the literature, pro-
viding criterion validity. Together with our results in step 6,
there is evidence of construct validity for our measurement
scale.

Discussion

EMNEs are a type of organization becoming increasingly
important globally. When EMNEs enter a new host country,
stakeholders evaluate if their ends and means are good for
the country in terms of its norms, values, ethical principles,
laws, and regulations, often using dialogic processes inher-
ent in deliberative democracy and the pragmatist critical
convergence (Brgnn and Vidaver-Cohen 2009; Kostova and
Zaheer 1999; Palazzo and Scherer 2006; Suchman 1995;
Visser 2019; Wicks and Freeman 1998). To gain legitimacy,
EMNE:s entering an advanced country must surmount the
dual liabilities of foreignness and emergingness (Held and
Bader 2018; Madhok and Keyhani 2012; Zaheer 1995).
Recent research has drawn attention to individuals’ percep-
tions of legitimacy (Bitektine and Haack 2015; Deephouse
et al. 2017; Suddaby et al. 2017; Tost 2011). Based on prior
studies (e.g., Churchill 1979; Hinkin 1998), we used a seven-
step procedure to develop and validate a scale to measure
individuals’ perceptions of legitimacy of Chinese EMNEs
entering The Netherlands. We offer the following contribu-
tions to the literature and suggestions for future research.

Research Implications

Our first contribution is theoretical. While there has been
much research on legitimacy, very little has used ethical
theories to examine the concept. We put an ethical founda-
tion under legitimacy and its dimensions, using the new
pragmatism, deonotology, and utilitarianism, and demon-
strate that legitimacy is fundamentally an ethical concept.
Future research could apply ethical theories in more depth
to the study of legitimacy. For example, ethical principles
centered on the natural world as a stakeholder may reframe
legitimacy in the context of the developing climate crisis
(Driscoll et al. 2012; Starik 1995). Another alternative
especially appropriate for EMNEs entering host countries
is the Heideggerian principle of dwelling (Ladkin 2006).
A third theory, and appropriate for settings involving Chi-
nese, is Confucianism, which has already been applied to
shareholder appropriation (Du 2015) and business ethics

(Ip 2009). These efforts also would demonstrate the value
of business ethics to other theoretical domains, such as
entrepreneurship (Aldrich and Fiol 1994), institutional
theory (Deephouse et al. 2017), and international busi-
ness (Kostova and Zaheer 1999).

Our second contribution is theoretically developing and
finding empirical support for a model of the legitimacy
judgment process of individuals. Our central innovation
was developing the concept of validating knowledge held
by individuals. Past research highlighted the presence of
validity cues provided by validating institutions that are used
as inputs into propriety evaluations (Bitektine and Haack
2015; Tost 2011). We improve on this work by incorpo-
rating the fact that individuals variably attend to and filter
these cues (March and Simon 1958) resulting in a stock of
validating knowledge. This concept had three components:
level of knowledge, endorsing knowledge, and challenging
knowledge. Our specification and testing of the nature of
validating knowledge held by individuals for use in propriety
judgments provides a micro-foundation under research using
media and discourse at the collective level.

Our third contribution concerns the dimensions of legiti-
macy inherent in individual perceptions of the legitimacy of
EMNESs. We found six dimensions: generalized legitimacy,
sociopolitical legitimacy, pragmatic legitimacy, level of
knowledge, endorsing knowledge, and challenging knowl-
edge. Our finding of a separate factor for generalized legiti-
macy is consistent with work by Meyer and Scott (1983),
Suchman (1995), Tost (2011), Deephouse et al. (2017), and
Jacqueminet and Durand (2020) but not part of the work by
Alexiou and Wiggins (2019) or Bitektine et al. (2020).

We found individuals viewed regulatory and moral legiti-
macy virtually identically, with items for these two dimen-
sions loading on a single factor which we called sociopoliti-
cal legitimacy. In other words, individuals process together
validating information about compliance with formal rules
and informal norms from different field-level validating
institutions, such as like media, government regulators,
and judiciary (Bitektine and Haack 2015). This finding is
contrary to the dimensions specified by Scott (1995) and
Deephouse et al. (2017) and identified in field-level research
(e.g., Deephouse 1996). It is consistent with Aldrich and
Fiol’s (1994) definition in entrepreneurship theory, posi-
tive connectedness of laws and moral values (Bascle 2016),
deontological reasoning addressing questions of right and
wrong (Beauchamp and Bowie 2001; Chakrabarty and Bass
2015), and results supporting this dimension in Bitektine
et al. (2020). Although crisis managers and crisis manage-
ment researchers recognize that media reports and regula-
tory action do not happen at precisely the same time, indi-
viduals making legitimacy assessments may see them as
commonly occurring together. Future research should be
alert to the potential for individuals to treat regulatory and
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moral legitimacy together yet also investigate contingencies
that may separate them.

We found that individuals use endorsing knowledge
and challenging knowledge differently not only in terms of
direction (positive vs. negative), but also in terms of magni-
tude. Specifically, endorsing knowledge is more relevant to
Chinese EMNESs’ pragmatic legitimacy, while challenging
knowledge is more relevant to their sociopolitical legitimacy.
These have been viewed as components of holistic meas-
ures of media legitimacy at the collective level (Bansal and
Clelland 2004; Deephouse 1996; Vergne 2011). Therefore,
future research on individual perceptions of legitimacy or
other ethically based assessments of the goodness of cor-
porate behavior may find it better to disaggregate endorsing
and challenging knowledge (Baumeister et al. 2001; Dean
2004; Haack et al. 2014; Westphal and Deephouse 2011).
Future research could also explore how individuals pro-
cess endorsing information from one validating institution
and challenging information from another one to examine
if some sources are more authoritative or if bad news is
stronger than good (Baumeister et al. 2001).

Future research could compare the effects of individual
perceptions of legitimacy and of CSR on willingness to
work and purchase. The relationship between companies’
CSR involvement and employer attractiveness goes back at
least 20 years to a landmark paper by Turban and Greening
(1997) and includes closely related concepts of corporate
social performance and corporate citizenship (Backhaus
et al. 2002; Kim and Park 2011; Lin et al. 2012). Research
in marketing on the influence of CSR on customer loyalty is
similarly long-lived (Sen and Bhattacharya 2001; Marin and
Ruiz 2007; Pérez and del Bosque 2015). This growing body
of work is now known as micro-CSR, and recent reviews
report conflicting findings for the effects of CSR on employ-
ees, potential employees, and customers (Gond et al. 2017,
Rupp and Mallory 2015). One possible reason is the many
disconnects between CSR and corporate action consistent
with greenwashing (Blanco et al. 2013; Laufer 2003).

Many companies engage in substantial philanthropy
but do not touch upon the ethical challenges of their
key operations. Others engage in self-regulation but
do not include external, especially critical, voices in
the development of rules or the monitoring of success.
Companies sometimes position themselves as sustain-
able and drown the readers of their CSR reports in
technical data but do no more than comply with basic
environmental laws. (Scherer and Palazzo 2007, p.
1114).

Another reason is that micro-CSR studies focus on CSR
behaviors. In contrast, legitimacy encompass all the ends
and means of a corporation (Wicks and Freeman, 1998),
including its economic, legal, ethical, and discretionary
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social responsibilities (Carroll 1979). Thus, individuals’ per-
ceptions of legitimacy should be more accurate predictors
of employee engagement and customer loyalty than percep-
tions of CSR.

Our study of individuals as the micro-foundations of
legitimacy warrants comment on how individual percep-
tions influence legitimacy at the collective level. One way
this occurs is through political processes associated with
deliberative democracy (Palazzo and Scherer 2006; Scherer
and Palazzo 2007). Elected members of government gener-
ally stay in touch with their constituents, especially in well-
functioning democracies like The Netherlands. Moreover,
individuals may communicate by social media, traditional
media, or talking with friends which minimize the gap
between individual-level legitimacy and collective indica-
tors such as media coverage. In addition, with corruption
relatively low in the Netherlands, it is unlikely that Chinese
firms gain legitimating endorsements from ministries, asso-
ciations or media through secret operations (i.e., bribery).
This minimizes the difference between individual-level
legitimacy and collective indicators such as media cover-
age, certifications, accreditations, and memberships. Thus,
we expect there to be a close relationship between individual
perceptions and collective indicators of legitimacy in The
Netherlands.

Taken together, this study provides a foundation for
future research of individuals’ perceptions of legitimacy.
We studied a specific subject, EMNEs from China, within
a particular social system, The Netherlands, and this design
controlled for a variety of confounding factors. However, we
believe our scale is adaptable to both Emerging and Devel-
oped Market MNEs in other countries. This could be done
primarily by altering the home country in the survey items
and host country where the survey is administered. Second-
ary modifications would be necessary for local contingencies
(cf. Jahn et al. 2020). For example, the item regarding the
economic recession (Q10) is context-specific and may not
apply in non-recessionary contexts. However, this reminds
us that economic outcomes are important for pragmatic
legitimacy, so researchers should create a new item that
captures this element.

Future research could use these validated measures to
examine the determinants of EMNE legitimacy. These
include industry (Jahn et al. 2020), home country image
(Martin and Eroglu 1993), CSR (Panwar et al. 2014),
and business ethics (Zheng et al. 2014), where CSR rep-
resents behaviors toward stakeholders and business eth-
ics represents corporate norms and values (Muller and
Kolk 2010; Zheng et al. 2014). Future research could also
use these measures to assess legitimacy of EMNEs and
developed market MNEs from different countries, such as
Indian, American, and German MNEs in The Netherlands,
to examine the relationships explicated in Bascle (2016)
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concerning the dynamic legitimacy for MNEs with differ-
ent levels of accumulated legitimacy. This research could
also be used as part of the ongoing process to develop
better measures of individual perceptions of organizational
legitimacy (Flake et al. 2017; Haack and Sieweke 2020).

Managerial Implications

This study provides practical implications as well. First,
our study shows that while legitimacy exists in individu-
als’ minds as a generalized evaluative judgment on the
appropriateness of corporate practices, generalized legiti-
macy is determined directly by sociopolitical legitimacy
and pragmatic legitimacy. Therefore, firms need to behave
in a socially responsible and ethical manner to gain gen-
eralized legitimacy, including conforming to instrumental
demands to gain pragmatic legitimacy and conforming to
rules, norms, and ethical principles to gain sociopolitical
legitimacy. Firms also need to influence what stakeholders
know about them through advertising and social media
promotion to enhance knowledge about their actions. For
example, substantive CSR actions should enhance prag-
matic and sociopolitical legitimacy, and strategic com-
munication of these actions should enhance individuals’
validating knowledge (Bachmann and Ingenhoff 2016; Du
and Vieira 2012).

Second, the empirical results show that sociopolitical
legitimacy contributes to generalized legitimacy more than
pragmatic legitimacy does. Thus, Dutch citizens value
more conformity by Chinese EMNEs to rules and norms
of Dutch society than the perceived benefits provided
by them. Our data also show that Dutch individuals on
average rated Chinese EMNESs’ sociopolitical legitimacy
(2.81) lower than the pragmatic legitimacy (3.38). This
combination implies that the compensation effect between
the two legitimacy dimensions is limited. Due to the rela-
tive low effect of pragmatic legitimacy, the positive effect
of a high pragmatic legitimacy is not strong enough to
offset the negative effect of a low sociopolitical legitimacy.
This finding suggests that Chinese EMNEs with scarce
resources should focus on improving sociopolitical legiti-
macy, such as using values-focused CSR and improving
ethics policies (Zheng et al. 2014).

Finally, the results show that generalized legitimacy
enhances access to resources and markets in the context
of EMNE:s in an advanced country. This suggests that the
importance of building legitimacy goes beyond survival—it
also is imperative for growth and sustainability. Managers of
Chinese EMNEs should put enough efforts in choosing and
implementing programs to enhance legitimacy, such as CSR,
as long as the programs are genuine (Blanco et al. 2013; de
Roeck and Delobbe 2012).

Limitations

Despite the theoretical contributions and practical implica-
tions, this study has limitations that warrant future research.
First, this study only focuses on the legitimacy perceived
by individuals in a society. It would be valuable to measure
the perceptions of specific stakeholders and compare the
differences among them. Different stakeholders may have
different criteria regarding legitimacy, and some dimensions
may be more relevant to one group than others (Bascle 2016;
Deephouse et al. 2017; Finch et al. 2015; Haack and Sieweke
2018). Moreover, we did not measure the nature of individu-
als’ stakeholder relationships with Chinese EMNESs; future
surveys could do so.

Second, our empirical study is focused on Chinese firms
operating in the Netherlands, which limits the direct appli-
cation of the result to other EMNESs from other emerging
countries in other host countries. As noted above, extend-
ing the research to other emerging countries and other host
countries would require only minimal changes to the items
to examine external validity.

Third, the relative importance to individuals of differ-
ent items measuring legitimacy was not measured (Bascle
2016); this limitation pertains to many other studies of indi-
vidual perceptions of legitimacy (e.g., Alexiou and Wiggins
2019; Bitektine et al. 2020). For instance, some individuals
may value environmental performance more than gender
diversity or fit within a particular category (Bitektine et al.
2020; Jacqueminet and Durand 2020). Such weights may be
important in determining overall legitimacy judgments and
subsequent actions (Bascle 2016), such as the purchase and
employment decisions that we studied or the implementation
of CSR practices within a large multinational (Jacquemi-
net and Durand 2020). Moreover, weights can change over
time or place (Bascle 2016; Jacqueminet and Durand 2020),
so that environmental CSR may be more important in one
period or country and health and safety in another period or
country. Relative importance of an item or dimension may
be influenced by six parameters that influence the impor-
tance of underlying norm; future research should examine
the role of calculability, connectedness, consensus, power
heterogeneity, prescriptivity or proscriptivity, and role over-
lap (Bascle 2016). Relative importance may also inform the
study of compensating effects among items and dimensions
(Bascle 2016). Research using set theoretic methods may
be useful to assess compensation effects on legitimacy (Jac-
queminet and Durand 2020; McKnight and Zietsma 2018).

Fourth, this study does not look into specific industries,
and the importance and criteria of legitimacy are different
across industries. For example, firms from a new industry
may need to put more effort in building legitimacy than
those in well-known industries (Aldrich and Fiol 1994), and
polluting industries have greater legitimacy concerns than
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high tech (de Roeck and Delobbe 2012; Jahn et al. 2020).
Future studies should pay attention to the linkage between
the features of industry and dimensions of legitimacy and
develop a theoretical framework for firms to choose appro-
priate legitimacy strategy in different host countries and
industries.

Conclusion

This study contributes to the growing research program
to study individuals’ perceptions of legitimacy (Alexiou
and Wiggins 2019; Bitektine et al. 2020; Finch et al. 2015;
Haack and Sieweke 2018; Jahn et al. 2020; Kim et al. 2014,
Panwar et al. 2014; Yang et al. 2012). We contribute to
this ongoing research effort (Flake et al. 2017; Haack and
Sieweke 2020) by focusing on the legitimacy of EMNEs,
an organizational form that requires legitimacy to overcome
the liabilities of foreignness and emergingness (Buckley and
Casson 1976; Held and Bader 2018; Madhok and Keyhani
2012; Zaheer 1995). We deduced that evaluations of legiti-
macy are fundamentally ethical analyses made by stakehold-
ers about the goodness of organizational ends and means
(Beauchamp and Bowie 2001; Wicks and Freeman 1998).
The legitimacy judgment process model and measurement
scale that we developed and validated could applied in a
variety of settings to examine the legitimacy of other organi-
zations, its antecedents, and consequences.
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Appendix 1 List of Survey Items

Items used to measure legitimacy in the first survey

1. The Chinese firms® conform to values held by our society

2. The Chinese firms are committed to meet norms and cultures
standards that our community expects of foreign owned firms

3. The Chinese firms conform to regulatory standards in our society

4. The business practice of Chinese firms is acceptable

@ Springer

Items used to measure legitimacy in the first survey

5. The business practice of Chinese firms is proper
6. The business practice of Chinese firms is desirable®
7. The business practice of Chinese firms is appreciated®

8. For Chinese firms, I see a gap between formally agreed upon
behavior and behavior in practice regarding rules and regulations®

9. The Chinese firms are beneficial to our society

10. The Chinese firms provide opportunities to us to overcome the
economic recession

11. The Chinese firms provide good product/services to our society
12. The Chinese firms are involved in our communityb

13. The Chinese firms are good citizens®

14. The Chinese firms are non-problematic®

15. I follow news about Chinese firms

16. I discuss with friends and people around me about Chinese firms
in The Netherlands and/or other countries

17. 1 am aware that more and more Chinese firms come to
Netherlands®

18. How often do you hear or read that Chinese firms are being ques-
tioned or challenged in terms of their activities?

19. How often do you hear or read that Chinese firms are being
endorsed in terms of their activities in terms of their activities?

Additional items used to test criterion-related validity in the second
survey

20. I am willing to work for a Chinese firm in The Netherlands

21. T am willing to enter into a working contract with a Chinese firm
22. 1 am willing to recommend Chinese firms to my friends

23. 1 feel proud of working for Chinese firms

24. T am willing to use products and services provided by Chinese
firms

#Chinese firms in this questionnaire refer to Chinese firms in The
Netherlands

®Ttems are not included in the second survey

‘Items are not included in Step 6 and 7 due to low item-to-item cor-
relations

Appendix 2: The Descriptive Profiles of Two
Surveys

Survey 1 Survey 2
Time October and Novem- December 2016 to
ber 2016 February 2017
Administration On-line survey with  On-line survey with
Qualtrics Qualtrics
Language English Dutch
Number of items 19 14
measuring legiti-
macy
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Survey 1 Survey 2

Respondents Students (Inter- Dutch citizens. 28.0%
national MBA, of the respondents
Executive MBA, have university
Modular MBA, and  education
Part-time MSc) at
Nyenrode Business
Universiteit

Number of useable 201 318

questionnaires

Basic characteristics
of respondents

Average age is 34
Percentage of
females is 45.0%

Average age is 37
Percentage of females
i8 55.7%
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