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Abstract
[bookmark: _Hlk152406562][bookmark: _Hlk152406673]The succession of rulers in authoritarian regimes gives rise to uncertainties and sudden changes in future policies towards foreign investments (FDI). Foreign firms must assess potential succession and consider both the current non-business environment and future trends when making investment decisions. We investigate the successions in the six oil-rich Arab countries in the Persian Gulf that constitute the Gulf Cooperation Council (GCC), by looking at its impact on the Japanese FDI entries in the period from 1990 to 2019. Results indicate that Japanese firms exhibit a reduced likelihood of FDI entry to a GCC country during succession resulting from the death of the king. This negative impact will be stronger when the deceased king has greater foreign recognition, reflecting his international influence and attitude towards foreign countries. Conversely, this negative impact will be mitigated when the successors exhibit higher levels of military influence and greater differences from the king in terms of political experience, education level, overseas experience, and age. Military influence provides a guarantee for a stable power transition, while significant differences indicate a potential for progress towards a more friendly and open environment. 
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Introduction
The non-business environment in host countries is a key factor that foreign firms consider in their decisions on direct investments (FDI). High uncertainty in the non-business environment raises difficulties in information collection and decision making, leading to inferior performance of foreign firms (Jensen, 2008, Delios and Henisz, 2003). When faced with uncertainty, foreign firms encounter challenges in gathering relevant information and making decisions, ultimately leading to suboptimal performance.
However, one of the key challenges for foreign firms is the slow change in institutions and regulatory environments within host countries. Institutions, characterized by their inertia, tend to evolve gradually over time, making it difficult for firms to anticipate sudden and significant shifts in the non-business environment. As a result, foreign firms may struggle to adjust their strategies in response to unexpected changes.
[bookmark: OLE_LINK3][bookmark: OLE_LINK4]The succession of the leadership of a national state offers an opportunity to examine how foreign firms respond to sudden changes. Foreign firms should pay close attention to political successions, evaluating both the likelihood of their occurrence and the potential impacts that may influence their investments (Kobrin, 1979). While existing literature has investigated firm strategies in democratic countries, where political succession follows periodic and somewhat predictable patterns such as election results, there remains a notable gap in research concerning power transitions resulting from succession in authoritarian regimes. In democratic contexts, firms typically defer their investment decisions during periods of political succession, opting to wait for additional information regarding potential changes in administration, national policies, and regulations (Rodrik, 1991, Bertola and Caballero, 1994). However, the dynamics of power transitions in authoritarian countries present unique challenges and uncertainties for foreign firms. The succession of authoritarian rulers often introduces a heightened risk of policy reversals and shifts in foreign relations, further complicating investment decision-making processes (Olson, 1993). 
Given the limited research on how foreign firms navigate power transitions resulting from succession in authoritarian regimes, there is a clear imperative to explore and understand the strategies employed by these firms in response to such changes. By exploring the nuanced dynamics of foreign investment in authoritarian contexts, research can contribute valuable insights to both academic discourse and practical decision-making processes in business.
[bookmark: OLE_LINK11]In this study, we theorized on the influence of succession in authoritarian countries by examining foreign firms’ investment decisions. First, our study investigates the impact of successions in authoritarian regimes on foreign firms' investment decisions, focusing on Japanese firms' FDI activities in the Gulf Cooperation Council (GCC) countries from 1990 to 2019. Second, we explored foreign firms’ strategic decisions based on their assessments of the deceased kings and anticipated successors who takeover the power to lead the country. We test our theories and hypotheses in the context of monarchies with a significant presence in the world economy: the Arab countries in the Persian Gulf region. These six countries Saudi Arabia, Kuwait, Bahrain, Qatar, United Arab Emirates (UAE), and Oman form a group based on their similarities in religion, culture, ethnical groups, and economic structure, which is known as the Gulf Cooperation Council. While our analysis is specific to this context, the insights derived from our study offer broader implications for understanding how foreign firms navigate significant, sudden changes in the political structures of host countries.
Background
[bookmark: OLE_LINK14]Succession and power transition 
The succession of leadership in a nation denotes the transfer of ruling power from the incumbent leader and their cohorts to successors, a process often predetermined and regulated (Frantz and Stein, 2017). Political Science research underscores succession as a crucial determinant of overall political stability (Kokkonen and Sundell, 2017, Kurrild-Klitgaard, 2000). Smoothly executed successions enhance regime efficiency, credibility, and longevity, while mishandled transitions can strain a regime, even leading to its downfall (Helms, 2020).
Smooth successions regulated by law or constitutions offer predictability in policy, whereas sudden successions due to unexpected departures or deaths are typically viewed negatively in business realms (Clapham, 1988, Govea and Holm, 1998). Such transitions introduce uncertainty in policy and regulatory changes, making it challenging for firms to anticipate governmental commitments to favorable taxation, subsidies, and other policies (Rooney and DiLorenzo, 2021). Cross-country analyses reveal divergent impacts of succession, with some nations experiencing rises and others declines (Bynander and 't Hart, 2006). Even in democratic countries like the U.S., political successions breed policy uncertainty, prompting firms to withhold investments until observing new developments and formulating new strategies (Canes-Wrone and Park, 2012, Julio and Yook, 2012).
In authoritarian countries, successions trigger heightened responses from businesses due to the redistribution of power and authority. As authoritarian regimes near the end of their tenure, succession crises heighten political uncertainty (Bak, 2016). Incumbent autocrats and elites, with settled interests, tend to manipulate the economy less (Schultz, 1995, Krause, 2005), but successions disrupt this stability, as new rulers and elites seek to establish their interests, potentially leading to macroeconomic changes and reduced growth (Garfinkel and Glazer, 1994).
While international business research has begun examining foreign firms' responses to host country successions (Cao et al., 2017, Nigh, 1985), there remains a lack of sufficient research. Investors, anticipating government turnover, often adopt caution and reduce overall investments (Chen et al., 2019, Julio and Yook, 2016). Empirical studies indicate that non-democratic countries experiencing domestic turnover can expect significant declines in investment (Rooney and DiLorenzo, 2021). Foreign firms may exhibit cyclical patterns when faced with authoritarian power successions (Bak, 2016). Early-stage successions are marked by intense power struggles and possible coups, resulting in low FDI inflows. As stability gradually returns, FDI levels tend to rise. However, nearing a new succession, ruling authorities may resist power transfers to new groups, leading to violence or unrest and subsequent decreases in FDI (Rooney and DiLorenzo, 2021, Bak, 2016).
Based on prior research, we explore the impact of authoritarian successions on foreign firms' FDI strategies. Specifically, we aim to address: How do foreign firms evaluate succession's potential influence and what strategies they employ to cope with it? These questions remain vital for understanding the relationship between foreign investments and domestic non-business environments.
GCC countries and monarchical succession
All GCC countries are major players in the production of oil and gas, with their economies deeply rooted in oil-related industries. GCC countries share relatively similar political structures and are characterized by commonalities. These similarities, spanning political frameworks, cultural attributes, and economic dependencies on oil, create a cohesive backdrop for examining common trends and behaviors within the region. The shared characteristics among the GCC countries make them an apt subject for collective analysis.
The political succession in GCC countries is akin to a monarchical transition, involving the transfer of executive authority from incumbent rulers (such as a King or Emir) to successors (such as a crown prince or heir apparent). Succession usually resulting from the death of the ruler, is typically unforeseen. According to the constitutions of GCC countries, the rule should pass to the incumbent ruler’s son, brother, or other relative from the royal family. The United Arab Emirates, composed of seven emirates, operates under a system where each emirate functions as a monarchy with its own ruling family. The ruler of Abu Dhabi will take the position of the president of UAE.
 All GCC countries have institutionalized the procedures of monarchical succession in their legal and constitutional frameworks to ensure a peaceful transition and reduce the likelihood of coups (Cantori et al., 2002, Cormier et al., 2016). Succession takes place according to these procedures, or it may take place ad hoc upon the unexpected or forced departure of a leader (Govea and Holm, 1998). The presence of institutionalized succession mechanisms aims to ensure a peaceful transition of authority. The ruling elite safeguards succession institutions to ensure a stable path for power transition, protecting regime survival by excluding outsiders from leadership contention (Herb, 1999, Brownlee, 2007). 
A succession based on primogeniture is to reduce uncertainties in successors. In a system of primogeniture, only one viable contender for the throne is legitimate, i.e., the crown prince, who is to be crowned and become the new autocrat when the incumbent dies. A crown prince hence provides the regime with a level of certainty (Kokkonen and Sundell, 2014). If the members of the regime remain loyal to the crown prince the regime will live on after the incumbent autocrat passes away. 
Nevertheless, examinations of domestic affairs in each ruling regime reveal that authority transition is sometimes fraught with difficulties (Cantori et al., 2002). In practice, the criteria for a successor can be ambiguous, primarily depending on the ruler's willingness. The determined successor may be replaced at any time. Besides, the succession brings about a range of changes during power transitions. New ruler shall initiate substantial reforms to establish legitimacy and preserve stability in politics, economy and military (Rathmell and Schulze, 2000). 
The succession brings about a range of changes in power transitions at various levels in the country. As the newly crowned king assumes authority, he shall initiate change substantial changes in ministerial positions, state-owned financial institutions, and military leadership. As the previous ruling elites come under pressure to initiate change, the incoming leadership is inclined to implement changes and reforms to establish legitimacy and preserve stability in both politics and the economy (Rathmell and Schulze, 2000).
Theory and hypothesis development
Succession and FDI
[bookmark: OLE_LINK1][bookmark: OLE_LINK16]The impact of political succession on economic life has been studied in prior research, spanning across countries and democratic societies (Julio and Yook, 2012).  Succession may instigate changes in policies, government preferences, leader types, and the bargaining models with foreign firms. In an authoritarian regime, succession results in more pronounced transformations in these factors and persistent changes in economic growth (Jones and Olken, 2005). It can even elevate the risks of both civil and interstate wars (Kokkonen and Sundell, 2017). 
Other than political cycles within a party system in democratic countries, the termination of a ruler's reign in monarchies is essentially random and unpredictable. An abrupt monarchical succession yields varied consequences for foreign firms. In a stroke of luck for foreign firms, the successor may opt to maintain existing policies and extend favorable treatment, acknowledging the crucial role of foreign firms in ensuring economic stability. In this scenario, foreign firms might continue or even expand their investments in the country with confidence in the new regime.
However, for influential members in the regime—ministers, generals, princes, dukes, and barons—a succession promises both opportunity and risk (Kokkonen and Sundell, 2014). The successor, thus, could breach the initial FDI contract to apply new policies that favor the rising forces especially from local businesses (Vernon, 1971). The redistribution of power and resources might disturb the business of foreign firms, creating uncertainty in future investments. On the pessimistic side, the successor may not adopt a foreigner-friendly in economic policy. On one hand, they may view foreign firms as competitors and favor a nationalist approach that supports local businesses and national enterprises. On the other hand, as FDI is, at least partially, irreversible (Dixit, 1992), the bargaining power of foreign firms is significantly diminished, and their long-term prospects for economic gains become unpredictably altered (Garfinkel and Glazer, 1994). Anticipating this trend, foreign firms may lose confidence and cease their investments unless they perceive substantial benefits associated with early entry during times of intense competition (Rivoli and Salorio, 1996, Trigeorgis, 1996).

In either scenario, foreign firms need time to observe the development of the succession and collect information before making decisions. It is a reasonable strategy for firms to get to know the non-business environments and make strategies accordingly. Research in western democratic countries shows that investment tends to be halted during political successions, with firms reducing investment expenditures by an average of 4.8% in the year leading up to election outcomes (Julio and Yook, 2012). Analogously, we propose that foreign firms will suspend their direct investment in GCC countries undergoing a succession.
H1: Foreign firms are less likely to undertake direct investments in a GCC country undergoing a monarch's succession compared to periods without succession.
Incumbent king and FDI
[bookmark: OLE_LINK12][bookmark: OLE_LINK15]The hazard of losing power decreases with the long-term rule of the king, which brings stability to the political and economic environment (Bienen and Van de Walle, 1992). Countries ruled by kings who have long advocated for international cooperation and trade openness are subject to fewer economic sanctions and implement more tariff concessions (McLean and Radtke, 2018), attracting more foreign firms to enter. The death or abdication of the incumbent king will exert a greater influence on the international society if this king was open and friendly toward FDI, especially during a sudden succession. We focus on the foreign honors received by the king, which play a role in influencing FDI decision-making.
King’s foreign honors
[bookmark: OLE_LINK17]Foreign honors are a form of recognition granted to a country’s leader by another nation, symbolizing friendly relations between the two countries (Phillips, 2004). The supply of awards and honors from foreign countries also serves as an incentive, satisfying individuals' desire for distinction while stimulating further cooperation and friendly political relations (Frey, 2006). In authoritarian regimes, these honors are especially significant, as the ruler often holds absolute power over formulation and implementation of national policies. Additionally, the recognition from foreign regimes and the deepening of international cooperation can bolster domestic support for the ruler, enhancing their ability to repress dissent (McLean and Radtke, 2018, Krishnarajan, 2019).
Foreign honors awarded to a country’s leader serve as a bellwether for international trade and cooperation (Phillips, 2004), creating a favorable environment for multinational enterprises by facilitating reduced tariffs and simplifying the setup process. When entering host countries, foreign firms often need to organize local activities and engage with institutions, governments, and society. This long-term process is preferably conducted in a stable and predictable political environment, which can enhance the competitiveness of the enterprise (Luo et al., 2019). A king who is awarded more foreign honors provides a continuously favorable investment environment for foreign firms, facilitating their knowledge acquisition and thorough preparation. The sudden succession brings significant uncertainty, especially concerning the ruler's attitude towards foreign firms. Therefore, the decease of an incumbent king who holds numerous foreign honors causes foreign firms to lose confidence and potentially wasting extensive research and preparation efforts, thereby exacerbating the disruption caused by succession.
H2: The negative impact of succession on Japanese firms’ FDI entry propensity is greater when a king has received more foreign honors compared to those have fewer.
Anticipated successors and FDI
[bookmark: OLE_LINK13]Exposed to political risks in host countries, foreign firms proactively anticipate and evaluate potential impacts. Many monarchical countries follow a pre-established procedure in sudden succession. This succession system addresses both the coordination challenges of the regime and the crown prince problem. The crown prince serves as a pre-announced backup, resolving the coordination problem within the regime (Kokkonen and Sundell, 2014). Consequently, the personal traits of the anticipated successor can serve as signals of uncertainty for future investments (Kokkonen and Sundell, 2017). We focus on military experience of the anticipated successors that can be useful for foreign firms in making FDI decisions. 
Successor’s military influence.
[bookmark: _Hlk169993035]In a country where inheritance is not solely based on primogeniture, ensuring a smooth power transition becomes a challenge. The authority of the pre-announced successor, typically the crown prince, is crucial, as they must wield significant political and military power to deter internal and external threats and guarantee a successful succession (Centeno, 1997). A strong military presence can deter potential coup attempts and ensure the continuity of governance. When the successor has a strong military power, he can also enforce stability and quelling unrest that may arise during succession periods. 
[bookmark: _Hlk169993053]Foreign firms prefer a strong and powerful anticipated successor for a smooth transition, which is vital for business operations and policy continuity. Foreign firms often rely on stable and predictable policy environments to make long-term investment decisions. A strong and powerful anticipated successor is more likely to maintain existing policies and commitments, ensuring continuity in policy (Estrin and Prevezer, 2010). When a host country has chosen a strong and powerful successor, foreign firms mitigate the risks associated with potential disruptions to their operations and investments. Conversely, the failure of an anticipated succession, with a new successor and their affiliated group seizing power, poses significant political risks. In such cases, the risk of expropriation rises as the new forces may exploit connections to the ruler, potentially harming foreign firms. We propose the hypothesis that the military power of the anticipated successor can act as a safeguard for a successful and uninterrupted succession.
[bookmark: _Hlk152582880]H3: The negative impact of succession on Japanese firms’ FDI entry propensity is smaller when an anticipated successor has a stronger military power compared to those have lesser power.  
Differences between rulers and FDI
Greater differences between the characteristics of rulers during succession pose challenges but also present significant opportunities. These differences can promote policy adjustments by the new ruler. If these adjustments are perceived as predictable and favorable by investors, they can facilitate decision-making and enhance competitiveness to seize opportunities (Rivoli and Salorio, 1996). Additionally, creation of new market opportunities and favorable policy adjustments also potentially attract new foreign investors to offset declines in foreign investment supported by predecessor ruler. Moreover, successors with greater different profiles from their predecessors are more inclined to prioritize heightened transparency and enhanced communication efforts. This can stabilize market sentiment and bolster investor confidence, thereby reducing economic volatility and maintaining political stability (Krishnarajan, 2019). Therefore, in authoritarian countries, we select four quantifiable characteristics of rulers — political experience, education levels, overseas experience, and age — to comprehensively reflect the potential progress for implementation of FDI-friendly policies. 
Political experience.
In modern monarchical countries, incumbent rulers have often positioned their descendants in key roles within the military or administration. This practice serves multiple purposes, including ensuring the continuity of familial influence and preparing successors for future leadership roles. Anne Meng (2017) demonstrates that, the likelihood of a peaceful power transition increases when key positions have been consistently held by the same individual. Therefore, more experienced successors gain familiarity within the ruling elite, fostering acceptance and minimizing resistance to leadership changes.
Moreover, successors with experience in administration are better equipped to understand the intricacies of current policies and systems. Their familiarity with the inner workings of the government and established business networks can facilitate smoother transitions of power. Foreign firms, seeking stability and predictability in their operating environments, prefer anticipated successors who demonstrate a deep understanding of the country's policies and systems. By selecting successors with political experience, foreign firms can ensure continuity and consistency in business regulations and practices. 
[bookmark: OLE_LINK20][bookmark: _Hlk170007861]Education levels and overseas experience.
The openness in the successor's mindset becomes a valuable indicator for foreign firms to assess potential policy patterns in their future administration and attitudes toward foreign firms. The successor's background, particularly education or life experience in Western countries, serves as a valuable indicator for foreign firms. Western education generally exposes successors to the modernization and democratic principles of the western world. Research indicates that leaders from developing countries with a western education can play a role in disseminating western ideas and ideology in their home countries (Luo and Chung, 2005). Such a successor may have experienced political and economic freedoms in the Western world, fostering positive attitudes toward foreign firms that represent these values. 
Successors with overseas experience, especially in Western countries, are likely to be familiar with Western business practices, regulations, and norms. This exposure can facilitate smoother communication and cooperation between foreign firms and the government, as there is a shared understanding of international business standards (Eden and Lenway, 2001). More overseas experience cultivates greater cultural sensitivity and awareness of global business trends among successors. This cultural competence enables them to engage effectively with foreign firms and address their concerns in a manner that fosters mutual understanding and cooperation (Luo and Chung, 2005).
[bookmark: OLE_LINK19]Age. 
Younger successors have the potential to govern for extended periods. The longer they govern, the lower the risk of losing power, enabling them to provide sustained leadership for their policy visions and reform agendas. This results in a stable business environment for foreign investment, and enhanced policy continuity (Bienen and Van de Walle, 1992). Additionally, younger successors possess a more innovative outlook and greater adaptability, allowing them to respond swiftly to domestic and global challenges while better integrating into global processes and trends. They often receive widespread support, particularly in nations with significant youth demographics, bolstering their political stability and enabling them to pursue long-term and sustainable policy effectively (Sevi, 2021, CASTANHO SILVA, 2024). Overall, the presence of young successors contributes to stable governance and policy consistency, fostering sustainable economic and social progress, thereby attracting more foreign investment. 
Therefore, we propose the hypothesis that foreign firms will exhibit a preference for a successor who demonstrates significant advancements in political experience, education level, overseas experience, and age. This preference is grounded in the belief that successors with stronger backgrounds are more likely to foster a more open, inclusive, and equitable economic and business environment, thereby facilitating a smoother transition of power.
H4: The negative impact of succession on Japanese firms’ FDI entry propensity is smaller when the king and successor have greater difference compared to those dyads that have less difference.



Method
Data and Sample
[bookmark: OLE_LINK8]We tested our hypotheses with data of Japanese listed firms and their FDIs in GCC countries. Being a leading force of FDI in the world since the 1970s (UNCTAD, 2023), Japanese firms has extensive distribution in GCC countries (see Figure 1). The GCC countries mainly have monarchical authoritarian polity, where the monarchs typically hold extensive power. This setting provides a proper observation on the timing choices of FDI entries in authoritarian countries and firm response to the sudden changes of power in host countries.
--------------------------------
Insert Figure 1 about here
--------------------------------
[bookmark: OLE_LINK6]We accessed firm-level data on Japanese MNCs from the Nikkei Economic Electronic Databank System (NEEDS), and the FDI data (Japanese MNCs’ foreign subsidiaries) from Japanese Overseas Investments published by Toyo Keizai Inc. We collected data on successions, monarchs and crown prince profiles from the official websites of the royal families of GCC countries. 
[bookmark: OLE_LINK7]We included firms that had at least one direct investment in GCC countries. Thus, we identified 138 Japanese listed firms that had ever invested directly during 1990–2019. They have done 242 deals of FDI spanning the period. 
For analysis on FDI entry decisions, we constructed a firm-country-year structure. Firms are assumed to be able to any potential host country in a given year. The choice model contains actual entry cases and counterfactual cases, which are instances where firms could have entered a country but chose not to (Hu et al., 2021, Abadie et al., 2015). We took a one-year lag to allow for a time effect. Eventually, our sample comprises 24,840 observations (138 firms × 6 countries × 30 years), of which 21,420 observations (86.2%) enter regression utilized. The application of conditional logistic models exclude observations containing time-invariant values, leading to loss of observations.
For the survival analysis of subsidiaries, we constructed a subsidiary-year panel. Exit years were identified for those firms that were no longer conducting business in host countries. Thus, the model only contains actual survival cases (Mitchell et al., 1994, Delios and Beamish, 2001, Hu et al., 2023). We took a one-year lag to allow for a time effect and collected a sample of 335 subsidiaries (with 121 exits) of 133 firms. Finally, our sample contains 3,191 subsidiary-year observations, of which 586 observations (18.36%) were utilized for the regression analysis.  
Measures
Dependent variables. The dependent variable entry used in the model (1) - (6) and (9) - (12) is binary. It takes the value of 1 if a Japanese firm enters a host country through FDI in a given year, and 0 otherwise. The dependent variable two years entry sum used in the model (7) is the sum of entry for the current year t and the next year, while the dependent variable three years entry sum used in the model (8) is the sum of entry for the current year and the next two years. We defined an FDI entry as occurring when a firm either established one or more new subsidiaries or acquired existing businesses in a host country. FDI is defined when Japanese firms possess 5% or above of the equity ownership of a foreign subsidiary.
In our additional analysis, we used a panel sample for exit analysis. Exit is the dependent variable, which takes the value of 1 if the subsidiary of a focal firm exits a host country, and 0 otherwise.
Independent variables. The focal independent variable, succession, is binary: it takes the value of 1 if a succession takes place in a year and 0 otherwise. Besides, we created three variations of this variable to test Hypotheses 1. Hereditary succession (from father to son), fraternal succession (from brother to brother), other successions (e.g., from uncle to nephew) are subgroups of the succession, taking up 44.5%, 33.3% and 22.2% of the total cases respectively. 
[bookmark: OLE_LINK9]Table 1 presents all the GCC countries that had political succession during 1990 - 2020. The primary cause of political succession is often attributed to the natural death of the incumbent. Although the relationships between successors and the incumbent kings tend to be diverse within the royal family, all the GCC countries have institutionalized in their constitutions that the inheritance of the monarchy is to take place among male members of the royal family (Billingsley, 2009).
[bookmark: _Hlk169302533]-------------------------------
Insert Table 1 about here
------------------------------
[bookmark: _Hlk153987704] To test Hypothesis 2, we constructed King's foreign honors, which is a yearly count of foreign honors granted to the focal king by foreign countries that not among the GCC countries. This variable ranges from 0 to 7. The honors bestowed upon national leaders by foreign countries are often referred to as medals, orders, and honorary titles, depending on the traditions and protocols of the issuing country. For instance, such honors may include Honorary Knight Commander of the Order of St Michael and St George from the United Kingdom, Cavaliere di Gran Croce from Italy, etc. These recognitions are usually awarded to acknowledge a leader's contributions to international cooperation, peace, and development, reflecting the king’s influence that extend to foreign countries. Table 2 shows a snapshot of the foreign honors of Kings from the United Arab Emirates, Bahrain, and Qatar in 2005.
-------------------------------
Insert Table 2 about here
------------------------------
[bookmark: OLE_LINK2]We employed Prince's military influence to test Hypothesis 3, which is a binary variable, taking the value of 1 if a crown prince has ever held military positions and 0 otherwise. Crown princes typically hold military positions such as Minister of Defense, First military officer, overseeing and commanding all military branches (e.g., Army, Navy, Air Force, Marine Corps). These experiences greatly enhanced their influence and consolidated their power within the country. Table 3 presents examples of crown princes and their military positions.
-------------------------------
Insert Table 3 about here
------------------------------
For Hypothesis 4, we constructed King-Prince differences, which was a composite measure that denotes the differences in personal traits between the king and prince. Following previous studies, we took three steps to create it (Crook et al., 2011, DeCarolis and Deeds, 1999). First, we chose four characteristics of each king and crown prince that could lead to different style of monarchical leadership: political experience, education level, overseas experience and age. Political experience is measured in years, denoting the tenure of a king or crown prince in administrative positions, ranging from 0 to 71 years. Education level is a categorical variable ranging from 1 to 6, where kings or princes without any systematic education training defined as level 1. Primary school, princes’ school, high school, bachelor’s degree, and master’s degree are assigned levels 2 to 6, respectively. Overseas experience is an estimated yearly count based on the study abroad of kings and crown princes, as the royal family's long-term overseas experience is mostly due to studying abroad, primarily in the United Kingdom and the United States. This ranges from 2 to 8 years. Military colleges, such as the Royal Military Academy Sandhurst, offer two-year-long military education training. We estimated high school diplomas to take 3 years, bachelor’s degrees 4 years, and master’s degrees 2 years. Age is measured in years, ranging from 19 to 91. Secondly, we standardized four characteristics of each king and crown prince by subtracting the mean of the characteristic, and then divide the result by the standard deviation. Finally, we calculated the absolute value of the differences between the king and crown prince for the same standardized characteristic and then took the average of these four characteristic differences to obtain the composite variable. King-Prince differences ranges from 0.1 to 1.56.
[bookmark: _Hlk169306425]Control variables. We used two levels of control variables for other factors that motivate FDI entry. All five variables are created based on data acquired from the WDI database operated by the World Bank. The first level is host country characteristics in six aspects. From previous studies (Kaufmann et al., 2003, Wu et al., 2016), we constructed the composite variable institutional development, to denote the conditions of the institutions in authoritarian countries. This is a single factor derived from factor analysis based on six highly correlated Worldwide Governance Indicators (Cronbach alpha = 0.9639 > 0.95). They are voice and accountability, rule of law, political stability and absence of violence, government effectiveness, regulatory quality, and control of corruption. Higher scores for institutional development shows superior host country institutions. Gross domestic product (GDP) accounts for economic scale differences among countries. We divide the original GDP values by to match its scale with other variables. GDP growth represents the annual growth rate of GDP. These two variables reflect the economic attraction and market size of a potential host country. FDI levels is the absolute value of FDI net inflow, reflecting the existing condition of FDI and business environment in a host country (Delios and Henisz, 2000, Contractor et al., 2020). We divide the absolute FDI net inflow values by to match its scale with other variables. Recognizing the significant attraction of natural resources in GCC countries for Japanese firms, we use the variable natural resources based on a previous study (Kolstad and Wiig, 2012), which is the sum of oil rents, natural gas rents, coal rents (hard and soft), mineral rents, and forest rents.. 
Consistent with previous study (Gleditsch et al., 2014), we utilized the Global Data on Events, Location, and Tone, which is a comprehensive project collecting media from various channels between countries. We divided the total scores by the number of events after normalization, it assigned a score to each event based on the Goldstein scale. We utilized bilateral relations to represent this score and higher scores show better relations with Japan. 
The second-level control variables are relevant to firm level. We take the logarithm of a firm’s total assets, acknowledging that larger firms generally are more capable for FDI. Additionally, We utilized return on assets (ROA) to reflect a firm’s financial performance that could influence its foreign investment decisions (Chang and Rhee, 2011). FDI experience is the number of subsidiaries a firm had in all foreign countries, reflecting firm knowledge, resources and ability of foreign investment (Makino and Delios, 1996).
In additional analysis, we were able to control for subsidiary attributes. CEO nationality is binary: it takes the value of 1 if the CEO of a subsidiary is Japanese and 0 otherwise. Joint venture is also a binary variable, taking the value of 1 if a subsidiary has another foreign parent firm with a share of ownership larger than 5% and 0 otherwise. Additionally, according to previous studies (Zhang et al., 2010, Park et al., 2006, Ma et al., 2013), productivity is calculated by the natural log of annual sales per employee, showing the efficiency with which a subsidiary uses its resources to generate output. Size represents the number of employees in a subsidiary. 
Results
Estimation Strategy
Our sample employs a firm-year-country structure, for which we adopted an appropriate strategy to achieve unbiased estimates. We utilized a conditional logistic regression model, grouping observations by firm (Henisz and Delios, 2001, Albino‐Pimentel et al., 2018). This model combines country and year as choice sets, evaluating the relative likelihood of a firm's FDI host country choice depends on country factors, succession conditions, and king and crown prince characteristics (e.g., foreign honors, military experience and their differences). The conditional logistic model accounts for changes in attributes over time within groups, while removing constant variables, thereby effectively controlling for industry effects and other fixed characteristics specific to each firm. Robust standard errors were then applied post-estimation to address common features shared by host countries in attracting Japanese FDI. To mitigate potential endogeneity issues caused by simultaneity, all explanatory variables were lagged by one year.
   Our additional sample of survival analysis has applied an unbalanced panel with a subsidiary-year structure. We applied a subsidiary fixed effects logistic regression model on the factors influencing the subsidiary exit likelihood (Delios and Beamish, 2001, Gaur et al., 2019, Hu et al., 2023). We lagged all explanatory variables by one year to mitigate potential endogeneity issues caused by simultaneity. 
Statistical Analysis
Table 4 provides descriptive statistics for the primary variables utilized in the study, along with their correlation matrix. The mean of the variance inflation factor (VIF) values is 1.77 indicating a few concerns of multicollinearity.
-------------------------------
Insert Table 4 here
-------------------------------
[bookmark: _Hlk169652789]Table 5 displays the regression results for testing the relationship between succession and Japanese FDI entry propensity using conditional logit models. The estimated coefficients are reported accompanied by robust standard errors. Model (1) serves as the baseline model, incorporating all control variables. Four country-level variables have positive estimated coefficients, such as institutional development (p < 0.001), GDP (p < 0.001), GDP growth (p < 0.05), and FDI levels (p < 0.01). In contrast, natural resources and bilateral relations have negative estimated coefficients (p < 0.01 and p < 0.001, respectively). This suggests that Japanese firms prefer countries with a sizable market, well-established institutions, advanced economies. Simultaneously, they are more likely to be attracted to countries with lower natural resources exports, which signals the potential of higher growth. For the firm-level attributes, Total assets (p = 0.655) and ROA (p = 0.791) have zero estimated coefficients. FDI experience has a positive estimated coefficient (p < 0.001), showing experience in GCC markets encourage consequent entries. 
The focal moderators, king's foreign honors (p = 0.848) and prince's military influence (p = 0.35) have coefficient estimates equal to zero, but King-Prince differences (β = -1.28, p < 0.001) have a negative estimated coefficient. 
[bookmark: _Hlk169660582][bookmark: _Hlk154064044][bookmark: _Hlk169655921][bookmark: _Hlk154063165]Model (3) - (6) test Hypothesis 1 regarding the overall impact of the monarch’s succession on FDI entries. The focal independent variable succession has a negative coefficient (β = -1.32, p < 0.01) entered in model (3). We used models (4) - (6) to explore diverse successions with varying relationships between the incumbent and successor. The estimated coefficient of hereditary succession (p = 0.553) is zero indicating irrelevance to the dependent variable, while fraternal succession (β = –2.05, p < 0.01) and other successions (β = –12.24, p < 0.001) have negative estimated coefficients. 
According to prior effect size studies (Fey et al., 2023), models (3) reveals that when a monarch’s succession occurs in a host country, a firm's likelihood of engaging in FDI to enter the host country is reduced by 73.3%. If the succession of the throne occurs between brothers, the willingness of Japanese firms to entry as FDI decreased by 87.1%. If the succession of the throne is neither between father and son nor between brothers, FDI decreased by nearly 100%.
[bookmark: _Hlk169657594]In models (7) - (8), we change the dependent variable exit to a two years entry sum and a three years entry sum. The focal independent variable succession still has negative coefficients (β = -0.66, p < 0.01 and β = -0.92, p < 0.01, respectively), reflecting the halt strategy of Japanese firms will persist into the following years when faced with succession. A firm’s FDI propensity to enter the host country declined by 48.2% for two years and 60.2% for three years. 
The findings suggest that Japanese firms tend to temporarily halt direct investments in the face of succession in authoritarian countries, especially when the blood ties between the incumbent and successor are more distant. Thus, we found robust support for Hypothesis 1. 
------------------------------
Insert Table 5 here
-------------------------------
[bookmark: _Hlk169657830]In model (9) - (12) of Table 6, we employed an interaction analysis to test Hypothesis 2-4 using three variables: prince's military influence as a binary variable, and king's foreign honors, King-Prince differences as continuous variables. As shown in model (9) of Table 5, the interaction term with king's foreign honors yielded significant results (β = -11.61, p < 0.001). It reflects that the death of a king with more honors aggravated the negative effect of succession on FDI entry and provides solid support for Hypothesis 2. In model (10), we then used the binary variable prince's military influence to split the crown princes into two subgroups. The interaction term with crown prince generated a significant result (β = 11.99, p < 0.001). Effect size analysis shows that crown princes who assumed military positions can mitigate the negative impact of succession on 26.7% of FDI entries, which supports Hypothesis 3. We utilized the interaction term with King-Prince differences in model (11), yielding significant results (β = 3.68, p < 0.001). It suggests that the greater of differences between the crown prince and king, the greater the promotion of foreign investment, delivering strong evidence for Hypothesis 4. Model (12) contains all these variables and interaction terms. These results indicate that Japanese firms did not want to see the death of a king who has been awarded more foreign honors recently but preferred authoritarian countries where the crown prince possesses more military power and greater differences between king and crown prince there.
-------------------------------
Insert Table 6 here
-------------------------------
In models (13) - (16) of Table 7, we conducted a survival analysis using exit as the dependent variable. The focal independent variable succession obtained a positive coefficient (β = 3.19, p < 0.01) entered in model (13). It reflects that Japanese firms may withdraw their direct investment in the face of succession in host countries. We used model (14) - (16) to verify diverse successions with varying relationships between the incumbent and successor. The estimated coefficient of hereditary succession (p = 0.111) and fraternal succession (p = 0.088)) is zero indicating irrelevance to the dependent variable, while other successions (β = 4.53, p < 0.05) have a positive estimated coefficient. The findings suggest that Japanese firms tend to exit from authoritarian countries where are faced with succession, especially when the blood ties are more irrelevant between the incumbent and successor. An effect size analysis for models (13) denotes that when a monarch’s succession occurs in a host country, a firm’s FDI propensity to exit the host country increased by 75.6%.


-------------------------------
Insert Table 7 here
-------------------------------

Discussion
Our motivation for undertaking this study is rooted in recognizing the critical juncture where political successions intersect with authoritarian regimes, precipitating uncertainties and potential policy shifts in the business environment for foreign firms. The intricacies of how foreign firms maneuver through these challenges are of paramount importance for policymakers, investors, and scholars alike.
The GCC countries, renowned for their institutionalized monarchical successions and oil-rich economies, present a unique context ripe for exploration. By delving into the dynamics of succession within these nations, we aim to shed light on the nuanced relationship between power transitions and foreign investment strategies. Understanding how foreign firms navigate the uncertainties introduced by succession events in these authoritarian regimes holds significant implications for shaping informed policy decisions, investment strategies, and scholarly discourse.
	Our first contribution enhances the literature on the political environment in international business by delving into the impact of political successions on foreign firms. While the political landscape of a host country typically evolves gradually, successions present a unique opportunity to witness sudden and impactful transformations, particularly in nations characterized by highly centralized political power (Geddes, 1999). Our theoretical insights advance the understanding of how successions can affect foreign firms operating in authoritarian regimes, highlighting the need for firms to be vigilant during such events. The changes brought about by successions, including shifts in personnel and political dynamics, can create heightened uncertainty for investment decisions (Olson, 1993). Our empirical investigation validates the significance of succession as a key factor influencing firms’ strategies for direct investment, adding a nuanced layer to existing knowledge on how firms navigate power transitions.
[bookmark: OLE_LINK18]Second, we explore the crucial role of incumbent king and anticipated successors in shaping foreign firms’ decisions on FDI in autocratic regimes. While previous research has emphasized the importance of political stability for foreign investments, our study focuses specifically on the central policy making roles such as king and anticipated successor. Our theoretical framework centers on the stability of power transitions during succession, prompting an examination of attributes such as foreign honors, military influence and differences between successive rulers, which can instill confidence in foreign firms (Meng and Palmer-Rubin, 2017).  This difference encompasses various aspects, including political experience, overseas experience, education level, and age, which can cultivate a ruler’s openness to foreign investments, thereby shaping the landscape for FDI in the host country. By integrating traditional IB analysis with an emphasis on personal traits, our approach enriches the understanding of the nuanced factors influencing FDI decisions amidst successions.

Thirdly, our theoretical framework extends existing theories by shedding light on the complexities of foreign investments in authoritarian regimes, particularly during political successions. Drawing on empirical evidence from authoritarian regimes in GCC countries, we introduce the concept that successions may present opportunities for the political environment to develop favorably for foreign investment. Despite the challenges involved, our study contributes to a deeper understanding of the FDI strategies of firms operating in such contexts. By recognizing the potential for favorable developments in the political environment during successions, our research adds a nuanced perspective to the dynamics of foreign investments in authoritarian regimes (Bak, 2016).

Our study offers insights into Japanese firms' investment behavior in the GCC countries during succession events, although caution is needed when generalizing findings to firms from other regions. Similarly, while shedding light on the impact of succession events in authoritarian regimes on foreign investment, our study's contextual specificity to the GCC countries requires careful consideration. Additionally, the reliance on quantitative analysis may not fully capture the nuances of foreign firms' investment decision-making during succession events. Future research could benefit from incorporating qualitative methods or case studies to provide a more comprehensive understanding. Despite these limitations, our study presents avenues for future research, including exploring the role of geopolitical factors and market dynamics in shaping foreign investment decisions during succession events.

Conclusion
We investigate how monarchical successions in authoritarian regimes influence Japanese firms' FDI decisions in the GCC countries. We found that Japanese firms temporarily pause their FDI activities briefly during succession periods. We also found that firms would evaluate the foreign honors awarded to the king, military influence of anticipated successor and differences between them. The halt of foreign firms entering the host countries aggravates when the deceased king has greater foreign recognition but mitigates when the crown prince possesses significant military influence, and a markedly different profile compared to the deceased king. These findings contribute valuable insights into the intricate relationship between power transitions and foreign investment strategies, offering a deeper understanding of FDI complexities in authoritarian regimes regarding succession and successors. 
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	Note: 1) Japanese subsidiaries in Qatar, Oman, Kuwait, and Bahrain follow the scales of the y-axis on the left hand side, while those in Saudi Arabia follow the right-hand y-axis. 2) On the overlapped lines, successions are denoted for Qatar (1995), United Arab Emirates (2004) and Saudi Arabia (2005). 


	Figure 1. Japanese FDI in GCC Countries



	[bookmark: RANGE!A1:F21]Table 1. The monarchical successions in GCC countries in recent decades

	Country
	Year
	Causes of succession
	Incumbent King and His Birth Year
	Successor and His Birth Year
	Relationship between Incumbent and Successor

	Saudi Arabia
	2005
	Death of the incumbent
	Fahd bin Abdulaziz Al Saud 
	Abdullah bin Abdulaziz Al Saud 
	Brothers

	
	
	
	(1920)
	(1924)
	

	Saudi Arabia
	2015
	Death of the incumbent
	Abdullah bin Abdulaziz Al Saud 
	Salman bin Abdulaziz Al Saud 
	Brothers

	
	
	
	(1924)
	(1935)
	

	Qatar
	1995
	Coup initiated by Hamad bin Khalifa Al Than
	Khalifa bin Hamad Al Thani 
	Hamad bin Khalifa Al Than 
	Cousins

	
	
	
	(1932)
	(1952)
	

	Qatar
	2013
	Abdication of the incumbent
	Hamad bin Khalifa Al Than 
	Tamim bin Hamad Al Thani 
	Son

	
	
	
	(1952)
	(1980)
	

	United Arab Emirates
	2004
	Death of the incumbent
	Zayed bin Sultan Al Nahyan
	Khalifa bin Zayed Al Nahyan
	Brothers

	
	
	
	(1918)
	(1948)
	

	Bahrain
	1999
	Death of the incumbent
	Isa bin Salman Al Khalifa
	Hamad bin Isa Al Khalifa 
	Son

	
	
	
	(1931)
	(1950)
	

	Kuwait*
	2006
	Death of the incumbent
	Jaber Al-Ahmad Al-Sabah 
	Sabah Al-Ahmad Al-Jaber Al-Sabah 
	Nephew

	
	
	
	(1926)
	(1929)
	

	Kuwait
	2020
	Death of the incumbent
	Sabah Al-Ahmad Al-Jaber Al-Sabah 
	Nawaf Al-Ahmad Al-Jaber Al-Sabah 
	Cousins

	
	
	
	(1929)
	(1937)
	

	Oman
	2020
	Death of the incumbent
	Qaboos bin Said Al Said 
	Haitham bin Tariq Al Said
	Nephew

	
	
	
	(1940)
	(1955)
	

	*Note: In 2006, Saad Al-Salim Al-Sabah had reigned the monarchy in Kuwait for 8 days. This succession is excluded from our analysis.



	Table 2. A snapshot of the foreign honors of Kings in 2005

	Host Countries
	Kings
	Year
	Honors
	Issuing countries

	United Arab Emirates
	Khalifa bin Zayed bin Sultan Al Nahyan
	1981
	Knight Grand Cross of the Order of Isabella the Catholic of Spain
	Spain

	Bahrain
	Hamad bin Isa bin Salman Al Khalifa
	1968
	Grand Cordon of the Order of the Star of Jordan
	Jordan

	
	
	1970
	Member 1st class of the Order of the Two Rivers
	Iraq

	
	
	1971
	Member Special Class of the Order of Muhammad
	Morocco

	
	
	1973
	Grand Cordon of the Supreme Order of the Renaissance
	Jordan

	
	
	1974
	Grand Cordon of the Order of the Republic 
	Egypt

	
	
	1974
	Collar of the Order of the Crown
	Iran

	
	
	1977
	Collar of the Order of Abdulaziz al Saud
	Saudi Arabia

	
	
	1978
	Star of the Republic of Indonesia, 1st class
	Indonesia

	
	
	1979
	Member 1st class of the Order of Merit
	Mauritania

	
	
	1980
	Honorary Knight Commander of the Order of St Michael and St George
	United Kingdom

	
	
	1980
	Member 1st class of the Order of the Grand Conqueror of Libya
	Libya

	
	
	1981
	Knight Grand Cross of the Order of Isabella the Catholic
	Spain

	
	
	2000
	Honorary Recipient of the Order of the Crown of the Realm
	Malaysia

	Qatar
	Hamad bin Khalifa Al Thani
	1975
	Medal of Oman
	Oman

	
	
	1976
	King Abdul-Aziz Medal.
	Saudi Arabia

	
	
	1976
	The Nile Sash.
	Egypt

	
	
	1977
	First Class of the Order of the Star of Mahaputera
	Indonesia

	
	
	1977
	Order Francisco de Miranda.
	Venezuela

	
	
	1979
	Knight Grand Cross of the Order of St. Michael and St. George.
	United Kingdom

	
	
	1980
	Grand Officer de la Legion d’Honneur.
	France

	
	
	1981
	Al-Muhammadi Medal.
	Morocco

	
	
	1986
	Sash of Merit.
	Lebanon

	
	
	1995
	Medal of Merit - 1st class.
	Oman

	
	
	1995
	Grand Cordon with Collar of the Order of al-Hussein bin Ali
	Jordan

	
	
	1997
	Medal of 7th November, the highest decoration
	Tunis

	
	
	1998
	Ordre National du Lion.
	Senegal

	
	
	1998
	Grand-Croix De La Legion D’Honneur.
	France

	
	
	1999
	Ordinul National Steaua Romaniei.
	Romania

	
	
	1999
	Grand Cross Special Class of the Order of Merit
	Germany

	
	
	1999
	Nishan-i-Pakistan, the highest decoration in Pakistan.
	Pakistan

	
	
	1999
	Collar of the Order of Sheikh Isa bin Salman Al Khalifa
	Bahrain

	
	
	2000
	Order of Jose Marti
	Cuba

	
	
	2000
	Order of Republic
	Yemen

	
	
	2000
	The National CEDAR Medal of the order of the greatest Sash.
	Lebanon

	
	
	2000
	Cavaliere di Gran Croce.
	Italy

	
	
	2002
	Al-Mohammadi Medal
	Morocco

	
	
	2002
	Grand Cross with Collar of the Order of the Ivory Coast
	Ivory Coast

	
	
	2003
	Grand Cross of the Order of the Balkan Mountains
	Bulgaria

	
	
	2004
	Collar of the Order of Mubarak the Great
	Kuwait

	
	
	2005
	The IAAF Golden Order of Merit
	Monaco



	Table 3. Examples of crown princes and their military positions 

	Host Countries
	Crown Princes
	Military Positions
	Tenures

	Saudi Arabia
	Sultan bin Abdulaziz Al Saud
	Royal Guard; Minister of defense and aviation
	2005 - 2011

	
	Salman bin Abdulaziz Al Saud
	Minister of Defense
	2012 - 2015

	
	Muqrin bin Abdulaziz Al Saud
	Commander of Royal Saudi Air Force 
	2015

	
	Mohammed bin Salman Al Saud
	Minister of Defense
	2017 - Present

	Qatar
	Hamad bin Khalifa Al Thani
	Lieutenant colonel in Qatar's armed forces
	1977 - 1995

	
	Jassim bin Hamad bin Khalifa Al Thani
	Second lieutenant in the Qatari armed forces 
	1996 - 2003

	
	Tamim bin Hamad Al Thani
	Second lieutenant in the Qatar Armed Forces
	2003 - 2013

	United Arab Emirates
	Khalifa bin Zayed bin Sultan Al Nahyan
	Head of the Abu Dhabi Department of Defense
	1969 - 2004

	
	Mohamed bin Zayed Al Nahyan
	UAE Air Force; Commander of the UAE Armed Forces
	2005 -2022

	Bahrain
	Hamad bin Isa bin Salman Al Khalifa
	Commander-in-chief of the Bahrain Defense Force
	1964 - 1999

	
	Salman bin Hamad Al Khalifa
	Ministry of Defense
	2000 - Present

	Kuwait
	Saad Al-Salim Al-Sabah
	First military officer; Directorate of Public Security Force
	1978 - 2006

	
	Nawaf Al-Ahmad Al-Jaber Al-Sabah
	Minister of Defense
	2007 - 2020



	Table 4. Descriptive Statistics and Inter-Item Correlations

	 
	 
	1
	2
	3
	4
	5
	6
	7
	8
	9
	10
	11
	12
	13
	14

	1
	Entry
	1 
	
	
	
	
	
	
	
	
	
	
	
	
	

	2
	Institutional development 
	0.04 
	1 
	
	
	
	
	
	
	
	
	
	
	
	

	3
	GDP 
	0.08 
	-0.24 
	1 
	
	
	
	
	
	
	
	
	
	
	

	4
	GDP growth
	-0.01 
	0.18 
	-0.14 
	1 
	
	
	
	
	
	
	
	
	
	

	5
	FDI levels
	0.10 
	0.25 
	0.55 
	-0.01 
	1 
	
	
	
	
	
	
	
	
	

	6
	Natural resources
	-0.03 
	-0.25 
	0.07 
	0.21 
	-0.17 
	1 
	
	
	
	
	
	
	
	

	7
	Bilateral relations
	0.06 
	-0.06 
	0.77 
	-0.12 
	0.47 
	-0.06 
	1 
	
	
	
	
	
	
	

	8
	Total assets
	0.05 
	0.00 
	0.07 
	-0.04 
	0.06 
	-0.02 
	0.08 
	1 
	
	
	
	
	
	

	9
	ROA
	0.00 
	0.02 
	0.10 
	-0.01 
	0.11 
	0.01 
	0.13 
	-0.19 
	1 
	
	
	
	
	

	10
	FDI experience
	0.11 
	0.01 
	0.03 
	-0.02 
	0.03 
	-0.01 
	0.04 
	0.48 
	-0.07 
	1 
	
	
	
	

	11
	King's foreign honors
	-0.01 
	-0.19 
	0.26 
	-0.18 
	0.03 
	0.12 
	0.46 
	0.03 
	0.04 
	0.01 
	1 
	
	
	

	12
	Prince's military influence
	0.01 
	0.30 
	-0.19 
	0.14 
	0.00 
	0.01 
	-0.22 
	0.00 
	0.01 
	0.00 
	-0.33 
	1 
	
	

	13
	King-Prince differences
	-0.04 
	-0.29 
	0.22 
	0.04 
	-0.07 
	-0.19 
	0.29 
	0.00 
	-0.01 
	0.00 
	0.11 
	0.02 
	1 
	

	14
	Succession
	-0.01 
	-0.02 
	0.05 
	-0.06 
	0.01 
	0.00 
	0.00 
	0.01 
	0.03 
	0.01 
	-0.01 
	0.02 
	-0.05 
	1 

	 
	Mean
	0.01 
	0.18 
	14.35 
	4.46 
	2.29 
	30.70 
	4.04 
	13.05 
	0.02 
	49.04 
	0.26 
	0.86 
	0.52 
	0.05 

	
	S.D.
	0.11 
	0.31 
	18.52 
	5.36 
	3.70 
	11.30 
	5.99 
	1.79 
	0.04 
	87.38 
	0.78 
	0.35 
	0.23 
	0.22 

	
	Min.
	0
	-0.49 
	0.46 
	-8.86 
	0.00 
	9.65 
	-0.14 
	7.92 
	-0.62 
	1
	0
	0
	0.10
	0

	 
	Max.
	1
	0.82 
	84.66 
	33.99 
	21.95 
	59.07 
	41.58 
	17.60 
	0.24 
	721
	7
	1
	1.56
	1



	Table 5.  Succession in  GCC countries and Japanese firms' FDI entry propensity

	[bookmark: RANGE!A2] 
	(1)
	(2)
	(3)
	(4)
	(5)
	(6)
	(7)
	(8)

	Dependent Variable
	Entry
	Entry
	Entry
	Entry
	Entry
	Entry
	Two years entry sum
	Three years entry sum

	Host Country Attributes 
	
	
	
	
	
	
	
	

	Institutional development 
	1.28***
	0.43 
	0.13 
	0.44 
	0.02 
	0.41 
	0.59+
	0.43 

	
	(0.32)
	(0.36)
	(0.39)
	(0.36)
	(0.40)
	(0.36)
	(0.31)
	(0.33)

	GDP
	0.05***
	0.05***
	0.05***
	0.05***
	0.05***
	0.05***
	0.06***
	0.05***

	
	(0.01)
	(0.01)
	(0.01)
	(0.01)
	(0.01)
	(0.01)
	(0.01)
	(0.01)

	GDP growth
	0.03*
	0.04**
	0.04***
	0.04**
	0.05***
	0.04**
	0.03**
	0.03**

	
	(0.01)
	(0.01)
	(0.01)
	(0.01)
	(0.01)
	(0.01)
	(0.01)
	(0.01)

	FDI levels
	0.05**
	0.04*
	0.04*
	0.04*
	0.04*
	0.04*
	0.04*
	0.04*

	
	(0.02)
	(0.02)
	(0.02)
	(0.02)
	(0.02)
	(0.02)
	(0.02)
	(0.02)

	Natural resources
	-0.03**
	-0.04***
	-0.04***
	-0.04***
	-0.05***
	-0.04***
	-0.04***
	-0.04***

	
	(0.01)
	(0.01)
	(0.01)
	(0.01)
	(0.01)
	(0.01)
	(0.01)
	(0.01)

	Bilateral relations
	-0.07***
	-0.03 
	-0.03 
	-0.03 
	-0.03 
	-0.03 
	-0.07***
	-0.04*

	
	(0.02)
	(0.02)
	(0.02)
	(0.02)
	(0.02)
	(0.02)
	(0.02)
	(0.02)

	Firm Attributes
	
	
	
	
	
	
	
	

	Total assets
	0.11 
	0.02 
	0.04 
	0.01 
	0.05 
	0.03 
	-0.08 
	-0.04 

	
	(0.25)
	(0.25)
	(0.25)
	(0.25)
	(0.25)
	(0.25)
	(0.14)
	(0.25)

	ROA
	-0.50
	-0.86
	-0.82
	-0.85
	-0.85
	-0.85
	1.38
	0.29

	
	(1.89)
	(1.86)
	(1.88)
	(1.86)
	(1.88)
	(1.86)
	(1.39)
	(1.55)

	FDI experience
	0.01***
	0.01***
	0.01***
	0.01***
	0.01***
	0.01***
	0.00*
	0.00**

	
	(0.00)
	(0.00)
	(0.00)
	(0.00)
	(0.00)
	(0.00)
	(0.00)
	(0.00)

	Focal Independent Variables
	
	
	
	
	
	
	
	

	King's foreign honors
	
	0.03 
	0.04 
	0.03 
	0.05 
	0.02 
	0.06 
	0.05 

	
	
	(0.14)
	(0.14)
	(0.14)
	(0.14)
	(0.14)
	(0.11)
	(0.11)

	Prince's military influence
	
	0.24 
	0.34 
	0.25 
	0.36 
	0.25 
	0.14 
	0.24 

	
	
	(0.26)
	(0.26)
	(0.26)
	(0.27)
	(0.26)
	(0.23)
	(0.24)

	King-Prince differences
	
	-1.28***
	-1.43***
	-1.26***
	-1.52***
	-1.28***
	-1.26***
	-1.32***

	
	
	(0.25)
	(0.26)
	(0.25)
	(0.26)
	(0.25)
	(0.23)
	(0.22)

	Succession
	
	
	-1.32**
	
	
	
	-0.66**
	-0.92**

	
	
	
	(0.46)
	
	
	
	(0.22)
	(0.30)

	Hereditary succession
	
	
	
	-0.34 
	
	
	
	

	
	
	
	
	(0.57)
	
	
	
	

	Fraternal succession
	
	
	
	
	-2.05**
	
	
	

	
	
	
	
	
	(0.77)
	
	
	

	Other successions
	
	
	
	
	
	-12.24***
	
	

	 
	 
	 
	 
	 
	 
	(0.24)
	 
	 

	Log-likelihood
	-867.35 
	-854.76 
	-849.52 
	-854.58 
	-848.74 
	-853.75 
	-2000.78 
	-1475.14 

	χ2
	419.94 
	448.48 
	414.85 
	450.28 
	413.51 
	13409.55 
	415.42 
	406.69 

	Number of Observations
	21420 
	21420 
	21420 
	21420 
	21420 
	21420 
	21420 
	21420 

	Number of Firms
	119 
	119 
	119 
	119 
	119 
	119 
	119 
	119 

	Note: The dependent variable is entry in model (1) - (6), two years entry sum (years t and t+1) in model (7), and three years entry sum (years t, t+1 and t+2) in model (8); all models are fitted with conditional logit regressions grouped by firm (firm fixed effects); standard errors are in parentheses.+ p < 0.1, * p < 0.05, ** p < 0.01, *** p < 0.001



	Table 6. Moderating effects tests

	
	(9)
	(10)
	(11)
	(12)

	Dependent Variable
	Entry
	Entry
	Entry
	Entry

	Host Country Attributes 
	
	
	
	

	Institutional development 
	0.15 
	0.14 
	0.08 
	0.09 

	
	(0.39)
	(0.39)
	(0.39)
	(0.39)

	GDP
	0.05***
	0.05***
	0.05***
	0.05***

	
	(0.01)
	(0.01)
	(0.01)
	(0.01)

	GDP growth
	0.04***
	0.04***
	0.04***
	0.04***

	
	(0.01)
	(0.01)
	(0.01)
	(0.01)

	FDI levels
	0.04*
	0.04*
	0.04*
	0.04*

	
	(0.02)
	(0.02)
	(0.02)
	(0.02)

	Natural resources
	-0.04***
	-0.04***
	-0.05***
	-0.05***

	
	(0.01)
	(0.01)
	(0.01)
	(0.01)

	Bilateral relations
	-0.03 
	-0.03 
	-0.03 
	-0.03 

	
	(0.02)
	(0.02)
	(0.02)
	(0.02)

	Firm Attributes
	
	
	
	

	Total assets
	-0.80 
	-0.80 
	-0.84 
	-0.83 

	
	(1.88)
	(1.88)
	(1.88)
	(1.88)

	ROA
	0.04 
	0.04 
	0.05 
	0.05 

	
	(0.25)
	(0.25)
	(0.25)
	(0.25)

	FDI experience
	0.01***
	0.01***
	0.01***
	0.01***

	
	(0.00)
	(0.00)
	(0.00)
	(0.00)

	Focal Independent Variables
	
	
	
	

	King's foreign honors
	0.04 
	0.04 
	0.04 
	0.04 

	
	(0.14)
	(0.14)
	(0.14)
	(0.14)

	Prince's military influence
	0.33 
	0.33 
	0.36 
	0.34 

	
	(0.26)
	(0.26)
	(0.26)
	(0.42)

	King-Prince differences
	-1.43***
	-1.43***
	-1.50***
	-1.49***

	
	(0.26)
	(0.26)
	(0.26)
	(0.27)

	Succession
	-1.22**
	-13.26***
	-3.75***
	-3.52**

	
	(0.47)
	(0.35)
	(0.92)
	(1.32)

	King's foreign honors × Succession
	-11.61***
	
	
	-11.63***

	
	(0.57)
	
	
	(0.75)

	Prince's military influence × Succession
	
	11.99***
	
	0.00 

	
	
	(0.60)
	
	(0.78)

	King-Prince differences × Succession
	
	
	3.68***
	3.45**

	 
	 
	 
	(1.11)
	(1.17)

	Log-likelihood
	-849.1
	-849.28
	-848.41
	-848.16

	χ2
	12214.37
	9798.15
	415.58
	7476.03

	Number of Observations
	21420
	21420
	21420
	21420

	Number of Firms
	119 
	119 
	119 
	119 

	Note: The dependent variable is entry in model (9)- (12); all models fitted with conditional logistic regressions grouped by firm (firm fixed effects); standard errors are in parentheses. + p < 0.1, * p < 0.05, ** p < 0.01, *** p < 0.001



	Table 7. Additional analysis: Exit propensity of Japanese firms in succession year

	
	(13)
	(14)
	(15)
	(16)

	Host Country Attributes 
	
	
	
	

	Institutional development 
	-1.20
	-1.14
	-1.32
	-1.52

	
	(2.25)
	(2.17)
	(2.19)
	(2.16)

	GDP
	0.10***
	0.09***
	0.10***
	0.09***

	
	(0.02)
	(0.02)
	(0.02)
	(0.02)

	GDP growth
	-0.18*
	-0.15+
	-0.17*
	-0.16+

	
	(0.09)
	(0.08)
	(0.08)
	(0.09)

	FDI levels
	0.00***
	0.00**
	0.00**
	0.00**

	
	(0.00)
	(0.00)
	(0.00)
	(0.00)

	Natural resources
	-0.40***
	-0.35***
	-0.34***
	-0.39***

	
	(0.08)
	(0.07)
	(0.07)
	(0.08)

	Bilateral relations
	0.30**
	0.26**
	0.28***
	0.29**

	
	(0.09)
	(0.08)
	(0.08)
	(0.10)

	Firm Attributes
	
	
	
	

	Total assets
	0.46
	0.72
	0.32
	-0.03

	
	(1.45)
	(1.60)
	(1.57)
	(1.53)

	ROA
	2.90 
	2.66 
	3.09 
	2.94 

	
	(5.21)
	(4.35)
	(4.76)
	(4.78)

	FDI experience
	-0.01
	-0.01
	-0.01
	-0.01

	
	(0.01)
	(0.01)
	(0.01)
	(0.01)

	Subsidiary Attributes
	
	
	
	

	CEO nationality
	2.80*
	2.70*
	2.48+
	1.87 

	
	(1.40)
	(1.34)
	(1.34)
	(1.38)

	Joint venture
	4.30 
	3.89 
	4.05 
	4.51 

	
	(17.57)
	(10.15)
	(11.01)
	(9.98)

	Productivity
	-0.23 
	-0.22 
	-0.27*
	-0.27+

	
	(0.16)
	(0.15)
	(0.14)
	(0.14)

	Size
	0.27 
	0.22 
	0.15 
	0.18 

	
	(0.48)
	(0.46)
	(0.52)
	(0.51)

	Focal Independent Variables
	
	
	
	

	King's foreign honors
	-0.34
	-0.42
	-0.46
	-0.15

	
	(0.56)
	(0.55)
	(0.57)
	(0.56)

	Prince's military influence
	1.14
	1.29
	0.37
	2.70

	
	(4.41)
	(4.35)
	(3.51)
	(6.10)

	King-Prince differences
	-6.35
	-6.13
	-2.77
	-5.63

	
	(4.99)
	(5.29)
	(5.00)
	(5.56)

	Succession
	3.19**
	
	
	

	
	(0.99)
	
	
	

	Hereditary succession
	
	2.09 
	
	

	
	
	(1.31)
	
	

	Fraternal succession
	
	
	5.80+
	

	
	
	
	(3.41)
	

	Other successions
	
	
	
	4.53*

	 
	 
	 
	 
	(1.95)

	Log-likelihood
	-47.44
	-51.34
	-49.85
	-50.01

	χ2
	182.55
	174.75
	177.73
	177.4

	Number of Observations
	586
	586
	586
	586

	Number of Subsidiaries
	76
	76
	76
	76

	Number of Firms
	40
	40
	40
	40

	Note: The dependent variable is exit in Models (13) - (17); the sample is a subsidiary-year panel; all models are fitted with firm fixed effects logit regressions for panel data; standard errors are in parentheses; + p < 0.1, * p < 0.05, ** p < 0.01, *** p < 0.001.



image1.JPG
Number of Janpanese Subsidiaries

15

Saudi Arabia
Qatar
Oman

Kuwait
Bahrain

United Arab Emirates

Succession

.

1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

Year

120

110

100

2 8 8

somurprsqns asouedref Jo toqumy

3

40

30




