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This paper examines institution building and the prob-
lems of collective action that must be overcome so that
institutions can regulate the self-interested activity of or-
ganizations and facilitate the production or protection of
resources that collectively benefit organizations. We
show that the presence of competing groups of organiza-
tions is key to institution building because it may allow
cooperating arganizations to gain relative competitive
advantage over other arganizations and because the
presence of salient rivals facilitates collective action. We
use the histary of tourism institutions at Niagara Falls to
illuminate the collective action problems, and their solu-
tions, associated with building institutions. We propose
that {1} institution building in this context was the result
of collective action among competitors to solve a com-
man problem, (2) rivalry and competition between hotels
on either side of the falls enhanced collective action
among locally competing hotels, and {3) the regulation
provided by the institutions lowered the failure rates and
increased the founding rates of hotels on both sides of
the falls. We examined these propositions first through
historical analysis to show the motivation and process of
building institutions and then through analysis of hotel
failure and founding rates to show the presence of inter-
population competition and the influence over time of
the institutions on organizational populations. Qur analy-
sis of failure and founding rates indicates that Niagara
Falls hotels did benefit from the institutions they helped
create and that there were two competing groups of or-
ganizations, but, surprisingly, institutions helped all Niag-
ara Falls hotels, regardless of which group created
them.*®

The simple but powerful idea that institutions form the con-
straints that shape human interaction has had a dramatic im-
pact on economics and palitical science and is gaining influ-
ence in sociology {Eggertsson, 1990; Alt and Shepsle, 1990;
Brinton and Nee, 1996). Institutions, in this view, are formal
and infarmal "rules of the game’ that, with associated en-
farcement mechanisms, provide the structure for economic
action {North, 1920:3}. In this paper, we examine the coevo-
lution of a set of institutions in response ta a collective ac-
tion problem and two populations of organizations. The insti-
tutions are rules that developed in response to a tragedy of
the commons at Niagara Falls resulting from overexploita-
tien, and the organizations are the hotel populations in Niag-
ara Falls, New York, and Niagara Falls, Ontario, which were
leaders in the effort to establish these institutions at Niagara
Falls. We first examine the historical development of tourism
in the two haotel communities at Niagara Falls to explain how
and why hotels responded to collective action problems. We
then present dynamic analysis of hotel failures and found-
ings to show how instituticnal structures and interpopulation
competition affected papulation dynamics, This study, there-
fore, attempted to address two research questions: How do
collective action problems among competitors lead to the
development of institutional solutions, and how do interpop-
ulation rivalry and institutional structure affect failure and
founding rates?
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We used a number of unpublished
saurces to develop this history, in addi-
tion to the published sources reparted in
the references. The Miagara Falls Public
Library in Niagara Falls, Mew Yark has an
excellent local history department that
holds city directaries, phane books, and
local newspapers, induding the Magara
Falls Gazette, from 1854 ta the present.
That departrment also holds the earliest
annual reparts af the commissionars of
the State Reservation, and other rare ma-
terials related to tourism around the falls.
The Niagara Falls Public Library in Niagara
Falls, Ontario halds city directaries and
phone books and is a good saurce far
local papers from the Canadian side, such
as the MNiagara Falls Review and the
Welland Gazette. That library also halds
all of the annual reports from the Ontario
park and has a clipping file on the local
hatel industry that includes items from
the late nineteenth century. The Miagara
Parks Commission in Ontario keeps a col-
lection of histarical material on its own
development, and the State Reservation
in Mew York has some eardy material an
the tourism industry in New York, includ-
ing same docurments af the Niagara Fallz
Association and at least ane early capy of
in the Mist, a newspaper published by
Niagara Falls hatels from 1894 to at least
1919, The Archives of Ontario in Toronto
has extensive records an the Miagara
Parks Cornmigsian, including corraspan-
dence of the Ontario premier and that of
the first head of the park commission,
regarding the establishment of the park.
The American Hotel and Matel Associa-
tian archives in Washingtan, 0.C., has
complete haldings of the Harel Aedhook,
and the Directory of Hate!l and Motef
Sysrams.

This study contributes to both organizaticnal theory and the
new institutional economics. Crganizations are the principal
actors in institutional economics, but the theory suffers from
a general inattention to the realities of organizational action.
The recognition in institutional economics of arganizations as
the agents of institutional change is a cnitical insight, but the
characterization of organizational agency has been too sim-
plistic. North {1990) referred to organizations as “players™ in
the game defined by institutions, and the treatment of orga-
nizations as unitary, rational actars is common in the litera-
ture. As we show in our historical analysis, the contributions
of arganizations to the creation and change of institutions
can depend on factors that do not fit neatly into a rational
model of collective action. Further, although North {1990; b)
claimed that institutions fundamentally influence organiza-
tional evolution, this idea has not been tested in institutional
economics. Organizational theory has sophisticated methods
for studying the evolution of organizational forms, and by
applying them here, we demonstrate that institutions affect
arganizational populations in surprising ways.

In organizational theary, it is well astablished that organiza-
tions are influenced by the institutional structure of their en-
vironments {e.g., Hannan and Freeman, 1989) and that thay
affect their institutional environments {e.q., Mizruchi, 1892).
Often, institutions provide a structure of incentives that is a
henefit to a set of organizations, even if some or all of those
organizations did not contribute to the creation of the institu-
tions. This creates an opportunity for organizations to free-
ride on the institution-building efforts of athers and makes
critical the question, “Why do organizations contribute to the
creation of institutions when other arganizations that did not
contribute can also benefit?” Unlike the few other historical
studies that have examined jointly the creation and influence
of institutions {Hirsch, 1875; Torres, 1988; Leblehici et al.,
1991}, we consider this problem of collective action. We ex-
amine this collective action problem in this study of the dy-
namics of the populations of hotels at Niagara Falls. By ho-
tels, we mean all organizations that host transient overnight
visitars, including organizations called houses, inns, and mo-
tels.

Hotels at Niagara Falls had a collective action problem that
was saolved by the establishment of institutions. At the same
time, intergroup rivalry—the cross-barder competition be-
tween the Niagara Falls tourism industries in Canada and the
United States—played an important role in overcoming the
collective action problem associated with creating ingtitu-
tions. We begin with a historical analysis of the problem,
from which we derive testable hypotheses about the evolu-
tion of these hotel populations and the effects of the institu-
tional structures of their environments.

INSTITUTION BUILDING AT NIAGARA FALLS'

Niagara Falls, a cataract on the Niagara River, has attracted
visitors since Father Louis Hennepin first described it ta Eu-
ropeans in 1683. The Niagara River forms the barder be-
tween two cities at Niagara Falls: Niagara Falls, Ontario
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(hereafter Ontario) on the western bank and Niagara Falls,
New York (hereafter New York} an the eastern bank. In each
city, since early urban development, there have been various
types of firms such as hotels, taverns, restaurants, and tour-
guide companies that serve the visitors who come primarily
to see the falls. Each city has tried to develop institutions
that would regulate activities immediately surrounding the
falls and enhance the attractiveness of the falls as a place to
visit. The first attempts were relatively small-scale commu-
nity efforts, but the eventual result was elabaorate public
parks in both cities. Among the most visible of those push-
ing for the development of these parks were hoteliers, who
had much to lose if the parks were not created and much to
gain by their development.

Hotels within each of these cities compete with each ather.
A hotel in New York competes for tourists with the hotel
down the block. All hotels within a community, however,
share rivals: they compete with the hotels acrass the river
far tourist business and with any type of arganization that
threatens the development of tourism in their community.
Although two hotels in New York are competitors, they
would both prefer that tourists come to New York, where
the twa hotels would have the opportunity to compete for
them, than that tourists go to Ontario. Hotels in Ontario are
in an identical position with respect to New York hotels.
Likewise, hotels in each community share concerns about
confidence men, tourist abusers, and even industrial firms
that become eyescres. Hotels within each community have
also undertaken cooperative activities throughout their his-
tory, such as groups formed to establish standards for the
treatment of hotel patrons, and neighborhood haotel associa-
tions have been common. One such group—the Niagara Pro-
mation Assaciation—even ran a schoal of hospitality for the
benefit of member hotels, Hotels have often undertaken
joint advertising efforts as well. Hoteliers in New York coop-
erated to publish what was at the time the only daily tourism
newspaper in the world. Almost all of these activities were
within communities, either among New York hotels or On-
tario hotels, nat between communities,

Intergroup rivalry in many farms has characterized the rela-
tions between hotels in the two communities during the last
160 years. At its fiercest moments, the rivalry between the
two hotel communities has involved direct attacks. In the
late-nineteenth century, New York hoteliers secretly funded
carriage drivers to go inte Ontario and entice tourists into
their cabs with the promise of a ride through the Niagara
Gorge but then take them across the horder and leave them
on the New York side {(Wetland Tribune, August 3, 1889).
Similarly, Ontario hateliers were accused of tempting tour-
ists bound far New York to get off trains on the Ontario side
of the falls {Niagara Falls Gazette, Winter 1891). More re-
cently, New York hoteliers claimed that Ontario hoteliers
were conspiring with bus companies to dump tourists on the
Ontario side of the falls (Miagara Falls Gazette, February 24,
1955). Hotels also maligned their crass-border rivals in adver-
tisements (e.g., Official Hotel Red Book and Directory Ca.,
Hotef Red Book, 1909).
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The Tragedy of the Commons at Miagara Falls

The collective action at Niagara Falls was in response to a
“tragedy of the commons,” a term offered by Hardin {1968)
to describe situations in which actors have unrestricted ac-
cess ta a common asset and overuse it. The tragedy that
developed at Niagara Falls during the early 1800s was that
peddlers, hucksters, con artists and sideshow men on both
sides of the falls became extremely aggressive in their at-
tempt to profit from tourists. Particularly on property close to
the falls, it was impassible to have a free, undisturhed view
of the natural scenery. The properties close ta the falls, in-
cluding hotels, built elaborate walls and fences enclosing all
viable spaces from which to see the falls; they charged ad-
mission to their properties, not only for the privilege of a
view, but also for the privilege of encountering the hucksters
who had negotiated to work within the confines of these
spaces. These activities generated externalities that hurt all
tourist organizations by giving the area a reputation for cor-
ruption that scared away tourists. The offending organiza-
tions eventually averstepped their boundaries by threatening
the economic viability of other tourists organizations. As Way
{1960: 8-9] described the problem: “since it is almost a tru-
ism that uncontrolled enterprise in any sphere is apt to mis-
take liberty for license, it is not surprising that the falls [he-
came] the scene of unprincipled exploitation of the tourists
by rapacious cabmen and others practiced in the art of polite
rabbery."”

One incident illustrates as well as any the excesses of com-
mercialism around the falls: the highly publicized Michigan
event of 1827. This involved an irreparably leaking Lake Erie
schooner that the property owners on bath shores of the falls
transformed into a crowd-gatherer by announcing that it
would be retired by sending it over the falls—loaded with
exotic circus animals. Fifteen thousand spectators reportedly
showed up to witness the event. According to the editor of
a local newspaper, on bath shores “there were show men
with wild beasts, gingerbread people, cake and beer stalls,
wheel of fortune men, ... the tavern-keepers cleared a great
deal of money' {Niagara Falis Review, September 8, 1888;
Welch, 1977).

Because of the entrepreneurial success of such events, all
varieties of spectacle followed. A colony of starving dogs
was placed on ""a small barren island in the great rapids, ta
be went over in the distance by crowds of sympathetic tour-
ists" (Mew York Times, July 31, 1881). Advertisements were
floated over the falls (New York Times, January 15, 1881).
Men braught explosives to detonate near the falls to see if
they could rival the water’s thunder. Daredevils rode over
the falls in various rigs; they jumped over the falls, they
tightrope-walked over the falls. Other built precarious obser-
vation decks and bridges off the precipices surrounding the
falls (McKinsey, 198b). The Mew Yark Times {August 8,
1881: 1) editorialized, *‘it is high time for the hotel owners to
take the matter in hand and protect themselves from the
worm that is eating them to death.” The majority of hote-
liers were particularly alarmed that a few hotels (thase im-
mediately overlooking the falls} were in the thick of the
abuse.
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The Table Rock House, cne of the closest properties to the
falls on the Canadian side, and its proprietor, Sadl Davis,
were investigated and found guilty of extortion of tourists.
Their comman practice was to pay cabbies to advertise to
tourists the museum and tours offered at Table Rock Hause
as either free or nearly free. Once tourists had their fill of
the sights available within the canfines of Table Rock’s
walls, they were told they must pay several dollars (an exor-
bitant amount then) before they could leave and were con-
fronted by “enormous ushers™ at the exit should they
choose nat ta pay. Threats of murder were common {Niaga-
ra Parks Commission, 1874). Other hoteliers called for an
investigation, and the Cntario premier commissioned one in
1873. It was the first step in the institution-building process,
with the aim of cleaning up around the falls, and it required
the cooperation of local hotels.

interpretation: The structure of commensalism. The struc-
ture of organizational populations at Niagara Falls illustrates
two important preconditions for cooperation between organi-
zations of the same type {hereafter, commensalism}. The
first is a common interest in some resource, The degree of
competition between organizations is determined by the
overlap of the resources they require (McPhersan, 1983).
Organizations of the same type rely on the same resources
and therefore compete intensely. Competing organizations,
however, share an interest in having common resources pro-
tected or increased. Competition and commensalism are
both driven by reliance on shared resources,

The second precondition for commensalism is an opportunity
for relative advantage. Campetitive advantage is relative, so
merely increasing or protecting a shared resource does not
necessarily provide a benefit to competing organizations. If
all competitors have equal access to the enhanced resource,
the results of commensalism may be competed away. In
many instances, relative advantage can be obtained because
there is a broad range of competitors for a given resource. If
competitive groups can be differentiated, legal and other
mechanisms can be used to exclude some of them from
accessing enhanced rescurcas {Porter, 1980). In the simplest
example, resources are usually geographically localized, and
distant competitors will not benefit {or will benefit less) from
the protection or enhancement of local resources.

Applying these arguments to institution-building efforts of
Niagara Falls hotels results in the prediction that there
should be two competing subpopulations of hotels. Organi-
zations within a population or subpopulation share an inter-
est in resources, satisfying the first precondition for com-
mensalism, and the presence of two subpapulations makes
it possible for cne group to gain a relative advantage over
the other, satisfying the second precondition. Hotels on each
side of the border could potentially gain relative advantage
by solving the tragedy of the commaons and thereby attract-
ing mare tourists to their side. Hoteliers at Niagara Falls felt
there were twa competing subpopulations, but it is not obvi-
ous that there actually were. The border at Niagara Falls was
extremely permeable for tourists aver the period that we
examine, which allows the possibility that hotels at Niagara
Falls were undifferentiated in their competitive relationships.
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For testing, we formulate our hypathesis as the hoteliers
would have:

Hypathesis 1: There are two subpopulations of hotels at Niagara
Falts, and there is competition between them.

Community Institutions at Niagara Falls

There was no clear single solution to the tragedy of the
commgons at the falls. In each community, private efforts by
hoteliers and others resulted in some progress, but not
enough to solve the problem entirely. These efforts were
most impaortant as precursors to the stronger institutions
that would grow out of the community efforts. For example,
the Niagara Falls Business Men's Association was formed in
Niagara Falls, New Yark by “the proprietors of the leading
hatels, and the local business men, fwho] gradually saw that
the abuse and robbery of the public . . . were killing the
place” {Rand McNally, 1896: 15). The association’s initial ac-
tion was to develop a new system of ordinances and means
of enforcing them. Most notably, these efforts included fore-
ing the hackmen (carriage drivers) to sign an agreement to
follow a code of behavior. Those who violated the codes
would lose their licenses.

This did nothing, however, to combat the equally large prob-
lem of hucksters and peddlers hawking around all of the
spots from which to view the falls. At the same time that it
became clear that this local effort was not enough, there
was discussion in the press and in New York’s state govern-
ment about the possibility of creating a state-run park at Ni-
agara Falls. The Niagara Falls Business Men’s Association
immediately began a lobbying campaign to further this cause
by organizing a statewide petition. The result was the forma-
tion of a larger, mare cosmopolitan organization, the Niagara
Falls Association. The stated goal of this organization was to
“promote legislative and other measures for the restoration
and improvement of the natural scenery of Niagara Falls**
{Niagara Falls Assaociation, 1885 1}.

On the Ontario side, there were also private efforts to free
the falls from hucksterism. As early as 1832, hoteliers and
other businessmen on the Ontario side developed schemes
to buy the property around the falls ta create a park in which
commercial activity wauld be strictly controlled. The earliest
recorded scheme, in 1832, was the City of the Falls plan to
purchase 400 acres on the Canadian shore for such a pur-
pose. Invariably, these plans ran into obstacles, including fail-
ure to raise enough funds, but most importantly, the inability
to compel all property owners around the falls to sell their
land.

The plans for a private park were most nearly achieved by a
real estate developer and hotelier named William Oliver
Buchanan. In the 1870s he began efforts to convince the
Ontario premier of the importance to the province of a park
at Niagara Falls for tourism development purposes. In his
view, the park should be established using the land acquisi-
tion powers of the government, but should be managed pri-
vately. Not only was protecting the falls from hucksters a
selling point in Buchanan's arguments to the premier, but
competition with New York was impartant as well {Niagara
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Parks Commission, 1873-1885). While Buchanan’s plans
came very close to being realized, they were finally scuttled
by others in the community. An 1885 petition from citizens
of Ontario to the premier asked him to support a govern-
ment park rather than a private ane {(Welch, 1977}). While
there was a strong public outery by hoteliers and others for
a park, public officials also got the message that to make
such an institution fair to all, it must be developed as a gov-
ernment entity. The issue had become what kind of institu-
tion would best solve the problem.

Interpretation: Choosing among institutional alternatives.
The solution to the tragedy of the commaens suggested by
econamics’ theory of the firm (Coase, 1937; Alchian and
Demsetz, 1972; Williamson, 1975) would be to give control
to entrepreneurs: An entrepreneur who acquired the tourism
assets at the falls would have the incentive to maximize
present and future returns, which would mean not abusing
tourists for short-term gains. Further, it would be in the en-
trepreneur’s interest to maonitor employees to discourage the
abuse of tourists. |t is noteworthy that despite some aggres-
sive campaigns, nobody succeeded in implementing this so-
lution. The best explanation for the failure of the entrepre-
neurial solution at the falls is Holm's {1995) abservation that
political and economic activity takes place in a hierarchy of
institutions, and what is possible and reasonable at a lower
level depends on higher-order institutions. A concrete exam-
ple of this is the Canadian government’s lease clauses on
property at the falls, which gave the government the right to
revoke the lease at any time and thus deried entrepreneurs
sufficient property rights to make the huge investment nec-
essary to privatize the falls (Welch, 1977). Holm's {1995} ob-
servation that the preferences of individuals are influenced
by higher-order institutions is reflected in the hias of the citi-
zens of the falls against an entrepreneurial solution. The
MNew York Times (January 10, 1883: 1) attributed the failure
of privatization schemes at the falls to the fact that they
each "savored to0 much of a private speculation which
would result in less benefit to the public than to its individual
promoters.”

Voluntary arganizations such as the Niagara Falls Business
Men's Association are an alternative for sclving the tragedy
of the commaons. These voluntary associations are designed
to encourage behavior that benefits the collective and
threaten penalties far organizations or individuals who de-
fect. The problem with voluntary associations is that they
rely on mutual monitoring (Elster, 1989; Ostrom, 1990). It is
costly for one tourist organization to monitor anather, and if
defection is detected, it is costly to punish the offender. Ra-
tional members of the voluntary organization will be tempted
to free-ride when it comes to monitoring and enforcing the
association's rules. These problems with private institutional
alternatives for managing the tragedy of the commons at the
falls allow an opportunity for government institutions to be
implemented.

Government Institutions at Niagara Falls

The idea of governments establishing parks free of com-
merce around the falls had been first offered publicly by

635/A8Q, December 1996



Lord Dufferin, Canada’s governor-general from 1872 to 1878,
Dufferin offered the park as a solution to "'the various squat-
ting interests that have taken possession of every point of
vantage at the falls; who tax the pockets and irritate the
nerves of the visitor” {Times of London, June 15, 1878: 7).
He propesed an international park in 1878 to Lucius Rabin-
san, governor of New York. The plan was for each cauntry
to acquire suitable lands on its side of the border. Hoteliers
manipulated the planning process by lobbying to make their
interests salient to legislators. Their efforts included local
pcliticking and testimonials before various legislative commit-
tees. The potential establishment of a state park at Niagara
became the hot issue in the races for assemhlyman and
senatar in the region surrounding the falls. The family that
owned the principal newspaper in Niagara Falls, New York
was originally opposed ta the park idea because it also
owned nearly all of the property that had views of the falls
{including a hotel}; they editorialized against the park pro-
posal and thase who favored it. Counter-campaigning by
members of the Niagara Falls Business Men’s Assaciation
and the larger Niagara Falls Association helped win enough
votes for the candidates who campaigned in favor of the
park idea. The petitioning and statewide lobbying was
equally matched by local effarts to persuade voters that the
park was in the interest of Niagara Falls residents {(New York
Times, 1880-188b; Miagara Falls Gazette, 1880-188h). Haote-
liers appeared prominently in hearings to determine the po-
tential cost and impact of farming the park; all who testified
were in favor of the idea (Niagara Falts Gazette, August 9,
1884).

According to the New York Times (August 21, 1880; August
8. 1881}, hoteliers in New York became even more vigorous
in their private efforts to rid the falls area of hucksters as the
state began to respond to the public outcry for a park. In par-
ticular, the International, Cataract, Spencer, Prospect, and
Clifton hotels were given credit for this crusade to clean up
the area. These were among the larger hotels, and the impli-
cation of the reports is that they were trying to distinguish
themselves from other hotels so that when the park was
finally established, they would be given credit for their ef-
forts, bringing more tourist business to them.

Interpretation: An institutional solution to the tragedy of
the commans. A governmerit park would solve the tragedy
of the commons by establishing a buffer around the falls,
‘pratecting the area most attractive to tourists from the indi-
viduals and organizations that had been defiling it. The estab-
lishment of l[aws against cammerce in the area immediately
surrounding the falls rearganized the incentives of tourist
organizations. With the parks, anyone in the area immedi-
ately around the falls who tried to engage in the activities
that had been discouraging tourists would end up in jail.
With the establishment of the parks, and their subsequent
development, more tourists could be attracted ta the falls.
North (1990: 5) argued that “what organizations come into
existence and how they evolve is fundamentally influenced
by the institutional framework’’; because parks at the falis
had a positive effect on the resources that hotels rely on,
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they positively influenced the evolution of the hotel papula-
tions there:

Hypathesis 2: The development of parks at Niagara Falla positively
influenced the evalution of the lacal hotel populations.

Recognizing the usefulness of parks at the falls did not com-
pletely salve the collective action prablem. Even though gov-
ernment parks could solve the tragedy of the commans, it
was castly to lobby for their establishment. There was a sec-
and-order collective action problem because rational tourist
organizations could be tempted to free-ride on the efforts of
others to establish the parks. The organizations at Niagara
Falls, however, had motivations to contribute to efforts to
establish the government institutions. Foremost amang
them was intergroup rivalry.

Intergroup Rivalry Facilitating Institution Building

The establishment of the Canadian park was hindered by a
battle of jurisdiction between the federal and provincial gov-
ernments (Way, 1960}, but residents on the Ontario side of
the falls hecame confident that if the New York side acted,
their own gavernment would follow suit (Mew York Times,
June 3, 1883). While the park concept evolved out of a de-
sire to restrict the activities of aggressive entrepreneurs, as
bath sides realized the value of such an enterprise in en-
hancing the attractiveness of their side to tourists, the focus
shifted to cross-border rivalry aver who would build a park
first and better. Gne official, in favor of establishing a park
on the New York side first, made the plea in a public debate
that New. York “must not be outdone in so noble a rivalry”
(Dow, 1914). The rush to be the first to open a park created
a stir in the two communities, such that rhetoric and bravado
hecame standard modes of dialogue across the falls. The
day the park opened on the New York side, lacal hotsls
raised their flags far the occasion as a sign of victory (Niaga-
ra Falfs Gazette, July 16, 1885).

New Yark's progress in establishing a park finally stimulated
the public park movement on the other side of the falls ta
take serious action, and the first meetings of the Ontario Ni-
agara Falls Park Commission coincided with the opening of
the New Yark Park. The commission's first head was
Casimir Gzawski, who with Canada’s first prime minister, Sir
John A. MacDanald, was a co-owner of a prestigious To-
ronto hotel. There was nd public opposition to Gzowski's
appointment, despite his being a hotelier, because the com-
missioner was an agent of the province and not working on
behalf of his awn interests. Moreover, because there was
no way for him to gain personal advantage in this position,
he was the perfect representative for the community's hote-
liers an this commission, which would determine the park’s
future scope. And, fittingly, the first meeting of the commis-
sion was hosted at Prospect House, a prominent hatel,
rather than in a government office. Perhaps the most impor-
tant issue ta hoteliers, an issue on which they sought and
gained guarantees, was that no hotels would operate in the
park. Hoteliers and others also lobbied successfully to have
the park boundaries drawn to come close to their properties
without including them (Niagara Parks Commission, 1885},
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The Ontario park opened in 1888, three years after the New
York park.

The rivalry that created the race to open the first park main-
tained momentum in subsequent years. When the commis-
stoners of the Ontario park wanted to expand the territary
they controlled along the Niagara River, they made the pro-
vocative claim that businessmen from Buffalo were planning
to lease historic land on the Canadian side of the river and
build a golf course. The commissioners could not “‘refrain
from expressing [their] hope that a more honorable and war-
thy disposition shall yet be made of this haillowed ground,
the scene of many sanguinary battles in 1812-1814 and
where many of our honored dead still lie buried” (Ontario
Legislative Assembly, Annual Repart of the Cammissioners
of the Queen Victoria Niagara Falls Park, 18399: 438]. Not
surprisingly, the image of American businessmen golfing on
the graves of Canadian heroes stirred up patriotic sentiment,
and the Ontario commissioners were given the capital to
purchase the land in question for their park. Intergraup rivalry
" had been used to advantage in motivating collective action.

Interpretation: Intergroup rivalry and collective action.
Research on the social psychology of groups has shown that
the presence of a rival group increases cohesian and caoper-
ation within a group, which suggests that actors may be suf-
ficiently mativated by the pracess of collective action to
forego the opportunity ta free-ride. The idea that intergroup
rivalry increases intragroup coaperation was demonstrated
compellingly by Sherif et al. {1961} in their "Robber’s Cave"”
experiment, When their two groups “met in competitive and
reciprocally frustrating engagements, in-group solidarity and
coaperativeness increased’’ (p. 207). This could be because
the presence of a rival increases group identity: Comman
features of the facal group may become more salient with
the introduction of “others™ with whom to draw contrasts
iKramer and Brewer, 1984; Brewer and Kramer, 1986}. Born-
stein, Erev, and Rosen {1990}, in a laboratory experiment,
and Erev, Barnstein, and Galili {1993}, in a field experiment,
have demanstrated that intergroup rivalry decreases free-
riding in collective action,

The implication of these experimental results for Niagara
Falls is that intergroup rivalry may have added to the willing-
ness of hoteliers, other tourist organizations, citizens, and
politicians to make the contributions to callective action that
were necessary to establish the parks. The intergroup rivalry
explanation is also consistent with the instances of institu-
tion building an one side of the border being spurred on by
institutional progress an the other side of the border. The
actors involved believed that by building a park they were
helping their side and develaping a local competitive advan-
tage in the cross-border rivalry. From this perspective, the
hotel subpopulations should have derived benefit from the
development of their parks because a developed park would
attract tourists, in particular, to the focal population rather
than to the competing population. The carrectness of this
belief can be tested in our analysis of the effects of the insti-
tutions on the hotel populations. Thus, we hypothesize:
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Hypothesis 3: Hatel subpopulations banefited more from the de-
velopment of the park on their side of the border than from the de-
velopment of the park across the barder.

Subsequent Development of the Parks

The creation of the parks restored the public's interest in
Niagara Falls as a tourist destination. The superintendent of
the New York park estimated that the park caused the num-
ber of tourists to the falls to double immediately {Niagara
Parks Commission, 1888). Creatian aof the parks alane, haw-
ever, was not a panacea for hotels. The parks needed to sur-
vive, if not thrive, if they were to be helpful in the long run.
It quickly became clear on bath sides of the falls that this
would not be a simple matter.

The New York park was officially called the Niagara Falls
State Reservation and represented the first time a state had
used public money to preserve a natural setting (Berton,
1992). The federal government had recently created the first
national park at Yosemite, but far a state to make such a
commitment was unprecedented. The legislation establish-
ing the reservation stipulated that after the appropriation for
the purchase of lands, the state would have to make annual
allotments to the reservation for capital improvements, main-
tenance, administration, and other expenses (Laws of New
York, 1887). Between 188% and 1900, the state spending for
the reservation was frugal, with expenditures on basic infra-
structure such as roads, bridges, walkways, and grading.
When electrical generation became available shortly after the
turn of the century, arc lights and an inclined electric railway
were added. After these additions, some shelters, and a
loakout paoint, very few major capital improvements were
made to the reservation itself. The state acquired more land
when the reservation was expanded into the Niagara Fron-
tier State Park in 1935, but it was at a considerable distance
from the falls.

When the Ontario park was established, a bond issue pro-
vided funds for land acquisition, but all operating funds were
to be provided by minimal tolls for the use of optional fea-
tures, such as bridges to the islands and an elevator to the
foot of the falls. The original intent was in the same spirit as
the New York reservation: to set aside the land surrounding
the falls so that there would be as little evidence of human
intervention as possible (Niagara Parks Commission, 188b).
Almost immediately this plan proved unrealistic. The reve-
nues fram the tolls were not nearly enough to cover ex-
penses. By the end of the fourth vear, a large operating debt
had- accumulated. The park commissioners, holding up the
New York reservation as a model, asked for an annual pro-
vincial appropriation to cover expenses, but it was denied,

The struggle ta keep the park open during the next year
farced the commissioners to make plans to cover the finan-
cial shortfalls through entrepreneurial venturing. In particular,
they would reverse the original plans for the park by leasing
out the rights to electrical generation, electric railways
through the park, and other forms of cancession. This pro-
vided enarmous revenue windfalls through the next century.
By the 1950s, the Ontario park had experienced impressive
expansion: A scenic highway was built along the length of
the Niagara River; Fort George, a strategic site in the War of
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1812, was restored and opened to the public; a flaral clock
40 feet in diameter was erected; and an observation plaza, a
school of horticulture, and a golf course were all opened.

Not all of the developments the parks engaged in served the
interests of hoteliers, Electrical power generation, in particu-
lar, had two distinct negative impacts. First, any water used
to generate electricity is diverted from the falls, making the
spectacle less grand. Rules were set allowing up to half of
the Niagara River's volume to be diverted away from the
falls during tourist season, and up to 80 percent during the
aff-season. Perhaps even more important was the secondary
impact of the diversion. The electricity that was generated
attracted energy-intensive industries, such as chemical and
metallurgical producers. These industries have by-products
that are antithetical to tourism: noxious fumes, ugly air pollu-
tion, and taxic waste dumped directly into the river {though
there are naw restrictions on this). By mast accounts, these
by-products have overwhelmingly hurt the New York side
more than the Ontario side (McGreevy, 1991, 1294, Berton,
1992}, which is further evidence of the differences in institu-
tional evolution an the two sides of the river.

Interpretation: Embedded interests, inertia, and environ-
mental control. Institutional evolution tends to be path de-
pendent {North, 1920: 24}: "The consequences of small
events and chance circumstances can determine solutions
that, once they prevail, lead one to a particular path.” For the
parks at the falls, the initial funding arrangements interacted
with unforeseen events, and the result was eventually an
elabaorate, wealthy, and powerful park in Ontario, facing a
smaller, more government-dependent park in New York. The
potential for electricity generation at the falls was the key
factor in this process. The Ontario park has the right ta rent
out the water of the Niagara River far electric generation,
but in New York, the state holds that right.

Given the engagement of hotels and others in collective ac-
tion ta create the parks, it is notable that there were not
subsequent efforts to revise the institutions. New Yark tour-
ist organizations could have lobbied for a change in the fund-
ing system, or both tourist communities could have tried to
change the parks to be mare respaonsive to taurism. In her
examination of institutional solutions to common-poal re-
source problems, Ostrom {1990} nated that although appro-
priatars {those wha use the common-pool rescurces) are ca-
pable of supplying their own institutions, they do not always
change institutions when it would be beneficial to do sa. Os-
trom argued that appropriators are biased by a short-term
perspective on the creation of institutions. Costs of institu-
tion building are immediate and calculable, but benefits often
are long-term and uncertain. Add to this the fact that poten-
tial losses carry mare cognitive weight than potential gains
(Kanneman and Tversky, 1979}, and the result is that unless
the comman-paool resource problem can convincingly be pre-
sented as a crisis, collective action is difficult to motivate. So
the chronic hucksterism of the nineteenth century could rally
tourist organizations, but the slow invasion of heavy industry
in the twentieth century did not.
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The differential development of the parks that were created
by cooperative action is related to the differential develop-
ment of the tourism and hotel communities in New York and
Ontaria. At the time the parks were created, New York re-
ceived 300,000 visitors annually and had about 45 hotels.
Qntario received 200,000 visitors annually and had fewer
than a dazen hotels. Now the positions of the two commu-
nities are raversed. In 1991, Ontario had 12 million visitors
and 170 hotels; New York had 8 million visitars and 80 ho-
tels. Figure 1 shows the number of hotels in Ontario and
New Yark over time. Next, we quantitatively examine the
relationship between the parks and the evalution of these
two hotel populations.

Figure 1. Number of hotels at Niagara Falls, 1885--1991.
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THE EVOLUTION OF HOTEL POPULATIONS

The evolution of organizational populations is studied by esti-
mating rates of founding and failure {Hannan and Freeman,
1989). Organizations become more common as their found-
ing rate increases and as their failure rate decreases. Bene-
fits of the parks to the evolution of the hotel populations
would be represented by a decrease in the failure rate and
an increase in the founding rate. We expect that as the
parks develop, failure rates will decrease and founding rates
will increase (hypothesis 2} and that these effects will be
stronger for the park on-the same side of the river as the
focal hotel papulation {hypothesis 3).

Data for these analyses came from a number of archival
sources and represent the population of New York hotels
from 1885 to 1991 and the population of Ontario hatels from
1904 to 1991. We relied primarily on city directories in both
Ontario and New York and used phone directories, travel di-
rectories (Where to Stay in Ontario, 1945-1965 and Accom-
modations, 1966-1989, both published by the Ontario De-
partment of Tourism), the Hotel Redbook, (Official Hotel Red
Book and Directory Co., 1896-1927; American Hotel Associ-
ation Directory Company, 1928-1991) and the Directary of
Hotetl and Motef Systems {American Hotel Association Direc-
tory Company, 1931-1991) to check the primary data source
and pravide additional information about the hatels.
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Analysis of Hotel Failure

The unit of analysis here is the individual hotel, and our goal
was to determine the risk of a hotel failing in any given year,
as affected by the influence of the parks, population density,
hotel characteristics such as distance from the falls, and con-
tral variables. We define hotel failure as occurring when the
hotel ceases operation, but not when it changes ownership
or changes name (Baum and Mezias, 1992). One reason far
not classifying changes of ownership and name as the fail-
ure of one organization and the founding of anather is that
there is no reason to canclude that the “organization”
changes at all. Names and ownership can change while the
same participants continue to carry out the same routines.
We have reason to believe that this definition of failure is
the most apprapriate one to use in investigating the influ-
ence of the parks on the evolution of the hotel population at
Niagara Falls. Qutright failures are clearly negative events for
the population, while name and ownership changes are diffi-
cult to interpret and may even be more likely when the pop-
_ulation is thriving.

We modeled hotel failure using At), the instantaneous rate of
failing. This hazard rate of failure is defined as the limiting
probability of a failure between t and t + At, given that the
hatel was operating at ¢, calculated over At:

(failure &, t + At | operating at t)
At '

() = liMgeso Pr {1
Parametric estimates of the hazard rate require assumptions
about the effect of time {in these madels, age) on failure.
There is disagreement about approptiate parameteriza-

tions of age dependence in organizational martality, so we
used a piecewise expanential model, which allows the rate
of failure to vary in an unconstrained way over preselected
age ranges {Tuma and Hannan, 1984; Barron, West, and
Hannan, 1994}. The age range in the model is divided at &
points (a,, a,, .. ., 8., which, with a,,, = o, creates k age
periods: §, = {l]a, = t < a,,,}.{ = 1, ... k Constants (base-
line martality rates} are estimated for each age period. So
the piecewise expanential model we estimate is of the
form:

Ho = e e% fted, (2)

where X represents the vector of covariates, p the associ-
ated vector of coefficients and e, is a constant coefficient
associated with the fth age period. The life histories of each
hotel were braken into one-year spells to incarporate time
varying covariates, yielding 14,280 spells. The reported re-
sults are maximum-likelihood estimates obtained using the
statistical package TDA (Rohwer, 1993). Besides the institu-
tional and density variables that are needed to test our hy-
potheses, we included variables in our models that we ex-
pected to influence the risk of hotel failure significantly.
These include hotel size and age, type, and variables captur-
ing spatial distribution.

Park Development Variables

To aperationalize the development of the parks, we used
expenditure data for the Ontario Niagara Park, from the an-
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nual reports af the cammissioners {Ontario Legislative As-
sembly, Annual Report of the Commissioners of the Queen
Victoria Niagara Falls Park, 1885-1928, and Report of the
Niagara Parks Commission, 1927-1991) and for the State
Reservation in New York, both from the Laws of New York
{1886-1974) and directly from the Niagara Falls State Reser-
vation in Niagara Falls, New Yark. To make the expenditure
figures comparable, they were converted to constant 1983
LS. dollars. The expenditures were accumulated over time
and depreciated to represent in each year the current value
of past capital investments in a park. We were not able to
identify the capital investment component of expenditures in
all years, so we calculated the proportion (52 percent} of ex-
penditures that were for capital investment in the years in
which we could make the distinction and applied this to all
years to estimate capital expenditures. We chose an annual
depreciation rate of 10 percent, which was reasanable given
the range of capital investments that the parks made; 10 per-
cent would be fast depreciation for buildings but slow for
roads and landscaping.

Figure 2 shows park development over time far bath the On-
taria and New York parks and is consistent with our under-
standing af the influences on the growth of the parks. The
U.S. park has three intense periods of growth, 1923-1925,
1943-1950, and 1955-1967, bracketed by periods of neglect.
Since reaching its peak in 1967, the park has atrophied. This
pattern of sequential attention and neglect reflects the politi-
cal nature of the New York park’s funding. The Ontario park
exhibits cansistent growth from its founding in 1888 ta the
present. This reflects the increasing power and resources
that accrued to the Ontario park as it continuously gained
control aver its environment.

Figure 2. Park developmant at Niagara Falls, 1885-1991.
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Density and Population Dynamics

Hypothesis 1 predicts two subpopulations af hatels that
compete. To determine, for the purposes aof density depen-
dence and population dynamics, whether there is one undif-
ferentiated papulation of Niagara Falls hotels or two subpop-
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ulations, we began by modeling “own" subpopulation and
"other’’ subpopulation effects for the relevant variables.
Then we tested ta see if the coefficients for own and other
variables are the same to determine the apprapriate level of
aggregation at which to model density and population dy-
namics. A number of studies have found that density and
population dynamics results differ over levels of aggregation,
often with competition being more intense at the local level
(Barnett, 1990; Carroll and Wade, 1991; Swaminathan and
Wiedenmayer, 1991; Baum and Singh, 1994).

The theory of density dependence holds that population den-
sity, defined as the number of organizations in the popula-
tion, influences the vital rates of organizations through the
processes of legitimation and competition {Hannan and Car-
roll, 1292}. Legitimation, in the sense of taken-for-granted-
ness, increases with density but at a decreasing rate. Rates
of organizational failure decrease and rates of organizational
founding increase with legitimation. Competition increases
with density at an increasing rate. Organizational failure in-
creases and organizational founding decreases with competi-
tion. The prediction that density will have a nonmongtonic
effect on failure and founding has been supported in a num-
ber of empirical tests (Hannan and Carroll, 1992}, We expect
that density will operate according to the theory within the
subpopulations of hotels at Niagara Falls. We predict that the
failure rate will decrease with own density (density within
the focal hotel's subpopulatian) and increase with own den-
sity?. While hypothesis 1 predicts that competition extends
across the border, it is less likely that there will be cross-
border legitimation. The history of the rivalry between the
twa tourism communities includes repeated attempts to de-
legitimize the rival community. Therefore, althaugh we in-
clude other density and other density” to test far a possible
nonmonotanic effect, we predict that the influence of other
density will be to increase the failure rate.

Carrall and Hannan {1989} suggested an extension of density
dependence theary to include density at the time of the fo-
cal organization's founding. They argued that high density at
the time of organizational founding will permanently increase
the risk of failure. If organizations are founded in environ-
ments of intense competition, they may be forced into unat-
tractive niches and may lack the initial resources necessary
to establish the organization properly. For example, Niagara
Falls hotels founded at times-of high density may be forced
ta locate farther from the falls and away from train stations
and highway interchanges. Unlike tourists, the resources
necessary for founding a Niagara Falls hotel (e.g.. bank fi-
nancing, legal permission, and managers) have histarically
been partitioned by the border, and much of the relevant
strategic space (particularly geographic location) also exist in
two distinct sets (i.e., a hotel can be close to the falls on
either the Canadian or the American side). Therefare, we
expect that the influence of founding density will be from
founding density in the hotel’s subpopulation and predict
that own founding density will increase the failure rate, but
other founding density will not influence failure.

The rate of failure {or founding) may depend on the number
of recent faitures (or foundings} (Delacroix and Carroll, 1983).
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Like density, recent events have been found to have a non-
monotonic effect on vital rates. The number of recent fail-
ures in a population provides a signal that the environment
may be less hospitable for the organizational form, but re-
cent failures also liberate resources that can increase the
survival chances of other arganizations. A recent review
found that most tests for a nanmaonotonic effect of past fail-
ures on the failure rate showed that the rate either simply
increased, or first increased, then decreased with failures in
the previous period {Baum, 19286: Table 4). Further, past
foundings usually had the same pattern of first increasing
then decreasing the founding rate. We predict that own fail-
ures at t-1 will increase and own faifures? at t-1 will decrease
the failure rate. Both signaling and resaurce implications of
past events should extend across the border, so we predict
the same pattern for other failures at t-1, and other failures®
at t-1.

Hotel-level Variables

Size. Organizational size usually decreases failure. It may
represent slack resources and ecanaomies of scale. In prelim-
inary analysis, we explored alternative functianal farms for
the size variable and found the number of rooms ta be best
for explaining the failure of Niagara Falls hotels, which is
how we measured size in the models we report. We also
estimated models using the natural logarithm of the number
of rooms as the size measure, and the results of the two
aperationalizations are very similar.

Finding the number of rooms for Niagara Falls hotels was
difficult. We often had to rely an advertiserments or listings
in seiective directories. Uitimately, we found size data for 85
percent (6356/7516} of Ontario hotels but only 31 percent
(2126/7065) of New York hotels. We reasoned that the ho-
tels for which we were unable to find size data were likely
to be smaller, since they advertised less and were not listed
in selective directories. Therefore, we assigned a size of 30
rooms to the hatels that left no record of their size, which is
about half the average size (58.1 rooms) of other Niagara
Fails hotels. We have some support for the accuracy of our
assignment from a test we conducted on New Yoark hoteis
that existed in 1991. In that year, our archivai sources pro-
vided size data for 24 hotels, and their average size was
81.21 rooms. We were able to contact 13 of the hotels for
which we had no size.data to ask them their size, and the
average was 31.38 rooms. We have run models without the
size variabie, and the resuits for other variables, including
those associated with the parks, are the same as when the
size variabie is included.

Age. Although the initially accepted position was that there
is a liability of newness, and organizations become more ro-
bust as they age, more recent evidence indicates that the
failure rate increases with organizational age and that earlier
findings supporting the liability of newness were due to

the amission of organizational size as a covariate {Barron,
West, and Hannan, 1994). We predict faiiure will increase
with age, but confidence in any result for age in our models
has to be tempered because we had to estimate size for
many spelis.
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Type variabies. Several types of hotels have existed during
our period of observation. The major types include the
"house™ (now a virtually extinct type), “‘hotel,”” “‘motel,” and
“inn™; other types, such as the “lodge,” have so few in-
stances that we categorized them all together as “ather.”
Dittmer and Griffin {1993: 215) stated that “'the public tends
to associate different characteristics with the various terms
used and 1o select or avoid lodging establishments on the
basis of their interpretation of the terms.” The stated goal
and marketing strategy of each firm is distinctly linked to its
particular form. ’

Firms that end their name with house {e.g., The International
House) are more similar to firms with the same naming
strategy in their pricing and services offered than they are to
other firms. Houses link themseives to a tradition of Euro-
pean hostelries that traditionally have served guests of
wealth and nobility for extended stays (serving as a "house”’
away from home), At Niagara Falls, until relatively recentiy,
houses operated as expensive summer resorts for wealthy
North Americans and Europeans. Likewise, firms that use a
hotel naming strategy are more similar in form to firms with
the same naming strategy than they are to other firms. They
have typically operated year-round and are usually larger in
terms of numbers of rooms than any other lodging form.
Similar distinctions are found for inns {small and inexpensive)
and moftels (inexpensive and geared toward automobile trav-
elers). We classified lodging firms that do not use any of
these naming strategies (e.g., a firm simply called McNulty),
and therefore have no clearly categorizable form, as having a
form that is other. We expect that being one of the four cat-
egorizable types of establishment decreases the failure rate
of the firm relative to those that choose an aiternate, less
well-known type.

Economies of Geography and Agglomeration, and
Localized Competition

"“Economies of geagraphy result from proximity to activities
from which the need or demand for an organization's ser-
vices are derived” {Baum and Mezias, 1992: 585). Proximity
to relevant attractions should help hotels, so we expect that
the failure rate of Niagara Falls hotels will increase with dis-
tance from the falls. To test this, we used the variable dis-
tance to the falls, which is the Euclidian distance in miles
between the hotel and the falls. We alsa expect that the
advantage of proximity to the falls wili decrease with time,
because proximity to the falls should be less important as
transportation becomes easier over the years. To test this
idea, we included an interaction between distance to the
falls and calendar time.

Although proximity to the falls should help hotels, it is also
associated with proximity to other hotels. Consideration of
the iocation of competitors suggests twao predictions for ho-
tel failure. First, the degree of competition between two or-
ganizations should be a negative function of the distance be-
tween them. The idea that organizations .that are closer to
each other in some way are more competitive than more
distant arganizations is referred to as localized competition
and was tested for physical space by Baum and Mezias
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Table 1

Hatel Populations

Comparison of Geographic Structure

af the Hotel Populations in Ontario and New York*

Number of
Average distance other hatels
Distance to hotels an own  Awverage distance  Distance to within
N from falls side of falls ta all hotels main hridge half-mile
New York 6909 2073 1.371 1.881 1.346 16.498
{1.35) {.756) {1.11} {1.28) {11.66)
Ontatio 7373 1.769 1.452 1.944 1.073 16.10
{.914) {.528) {.608) {.741) {13.91)
Difference of
means testst 35/88 29/88 57/88 39/88 83/88
Temporal pattern 1957-1991 1905, 1904-1926, 1918-1819, 1904-1963
of significant NY = ONT 1942-1956 1928-1929 1925-1828 NY = ONT
differences ONT = NY ONT = NY ONT > NY
1978, 1957, 1959-1960, 19671891 1967,
1980-19391 1963-14391 NY = ONT 1970-1991
NY = ONT NY = ONT ONT = NY

* Distances are in miles. Standard deviations are in parentheses.
T Number of years, 1904-1931, in which the means of Ontario and New York are different at p < 05,

2

We alsa investigated a lacalized campeti-
tian measure based only an distances ta
hatels on the same side of the river, and
the results were camparable to those
using distances betwsen all hotels.

{1992}, They found that the failure rate of Manhattan hotels
decreased with the average of the Euclidian distance be-
tween the focal hotel and all other Manhattan hotels. To test
far lacalized competition, we use the variable distance to
competitors, which is the average of the Euclidian distance
in miles between the focal hotel and all other hotels that ex-
isted in the year. For hotels an different sides of the Niagara
River, we caiculated the distance between them by way of
the major bridge.? Like proximity to the falls, we expect the
advantage of distance from competitors will decrease with
time, since transportation became easier during the period of
ohservation, so we included an interaction between distance
to competitors and calendar time, for which we predict a
positive coefficient.

The second way that the locations of competitors matter is
in the production of agglomeration economies, There may be
advantages to iocating within a cluster of similar organiza-
tions. For example, tourists in Niagara Falis may minimize
search costs when looking for a hotel by going first to an
area with a high concentration of hotels. Baum and Mezias
(1992) found that the failure rate of Manhattan hotels de-
creased with the number of other hotels within three ave-
nues and 25 streets of the focal hotel. We test for agglomer-
ation economies using the variable haif-mife agglomeration,
which is the number of ather hotels within a half-mile of the
facal hotei. We expect that the failure rate will decrease as
half-mile agglomeration increases.

Table 1 summarizes the spatial evalution of hatels at Niagara
Falls. The means of the distance measuras for New York
and Ontario hotels are similar, indicating that the spatial
structures of the two areas were comparable. Difference of
means tests done in each year in which a comparison was
possible {1904-12921}, however, indicate a number of signifi-
cant differences. New Yark hotels were significantly farther
from the falis, the bridge, and competitors starting in 1957,
New York hoteis had larger agglomerations from 1904 to
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Tah

le 2

Basic Statistics and Correlation Matrix for Failure Analysis

Variahle Mean 5.D. 1 2 3 4 5 (i1 7 8

1. Hotal failed 0.04 1.19

2. Age 19.03 18.73 -.Q3

3. Size 45.84 53.63 —.04 26

4. Hotel 029 0.45 .02 24 08

5. Maotel 0.44 Q.50 -.07 - 22 -.18 -.57

6. House 0.10 0.30 00 19 13 -2 -.29

7. Inn 0.07 .35 00 - .02 13 =17 —.24 ~.09

8. Distance to falls 1.92 116 .0 —-.13 -.18 -1 20 -1 .04

9. Distance ta falls = time 139.0 1187 ~.01 — .08 -.14 —.30 42 —.23 07 a7
10, Distance to competitars 1.91 0.89 00 06 -1 -.18 29 -.19 08 ]
11. Distance ta competitars

X time 1423 100.4 -.01 -.02 —-.09 —-.35 .49 -.28 10 72

12, Haif-mile aggiomeration 16.29 12.82 - 02 -07 .02 -.16 22 —-.04 -4  -325
13. Total park development 5591 2635 —.02 — .04 -.08 - 47 64 -37 05 19
14. -Own park development 2854 1585 -.a1 04 - .03 — .36 52 =31 a1 14
158. Other park develapment 2738 1704 -1 —.10 -.10 -.39 51 -.29 —.02 A7
16. Own density 102.5 50.74 -0 —.05 —.07 — .44 .58 -2 a2 -.02
17, Own density?/1000 13.08 11.08 - .01 —.04 - .07 - 41 53 .21 .03 — .05
18. Other density 7737 50.88 - —.06 — .05 -.32 50 -.30 04 34
19. Other density?/1000 £.684 96 A0 -.07 —.04 ~.25 40 —.24 02 35
20. Own founding density 7936 50.06 Rl -.39 -1 —.43 56 —.30 05 Rk
21. Other founding density 61.24 48.96 - 02 —.35 —-08 - .47 A1 -M 08 3z
22, Owen failures 374 452 -1 —.02 -.02 -3 148 —.08 .01 —.a1
23. Own failures? 3448 127.8 - -.02 —.02 —-.08 13 —.04 -0 .02
24, Qther failures 298 4,03 - 02 - 05 —.04 -.16 27 —-.18 00 14
25, Other failures? 25.08 1011 A0 —.03 -2 — .06 A1 -.07 R Ri:)
28. Ontario 0.52 0.5 -.03 - 08 —.08 —.29 28 -.16 04 -3
27, Calendar time 686 24.76 -0z 4 ~.04 — 46 62 -39 12 .23
28, Left censored 0.04 0.19 -.4a1 1 - .03 15 —17 2140 a2 -.02
Variable 9 10 11 12 13 14 15 16 17 18
10. Distance to competitars 89
11. Distance to compelitars x time .84 B9
12. Half-mile agglomeration -.13 ~ a8 ~.19
13. Tatal park develapment 52 36 G4 18
14. Own park development A1 27 a1 23 i
15. Other park development A3 a1 51 .03 a2 28
16. Own density 24 12 37 30 | &0 54
17. Own density?/1000 2 10 ek .28 68 56 53 498

18. Other density 57 44 62 i) .78 .58 64 25 30

19. Other density?/1000 53 A 53 04 61 A7 51 a7 .01 a6
). Own founding density 32 20 40 25 53 50 .35 .63 81 28
21, Other founding density 57 A2 62 A1 a8 A1 Rat 32 .28 Fh
22, Owen failures 06 04 14 10 33 A7 4 27 23 13
23. Own failures? 02 Q2 05 05 18 06 22 19 18 .08
24. Qther failures 25 18 26 06 A0 a0 a4 21 21 A3
25. Other failures? 1 08 A0 04 19 21 10 .05 03 24
26, Qntario 44 04 A7 - .02 A1 .29 Az &2 69 - 07
27.-Calendar time 60 43 74 10 40 76 68 64 81 69
28. Left censored —.02 —-.02 —.14 -7 ~.18 ~.16 .10 —.14 —-13 ~408
Variahle 19 20 2 22 23 24 25 26 27
20, Own founding density A7
21. Other founding density 69 56
22, Own failures 03 .20 .02
23. Own failures? 04 A2 05 a8
24, Other failures .36 18 35 04 al]
25. Other failuras? 24 08 18 01 00 .85
26. Qntario ~.25 Pty .08 13 4 A5 —.08
27. Calendar time 52 56 68 a7 1a 43 12 A3
28. Left censored -.09 -.28 -17 -.09 -.03 00 -.02 19 -.14

1963, while agglomerations were iarger in Ontaria in 1967
and from 1970 to 1991.

Control Variables

Ontario is coded one for hotels on the Ontario side of the
border. This variable will capture any basic differences in the
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Hotel Papulations

failure rate resuiting from, for example, a better view of the
falls from the Ontaria side. Left censored is coded one for
hotels that were founded before the beginning of our ohser-
vation period, to controi for the possibility that these hotels
may be different in an unobserved way because they had
survived selection before our analysis begins. Calendar time
is the year of the observation minus 188%. This variable is
included to capture trends in the failure rate that are a func-
tion of historical time. Table 2 shows basic statistics and a
correiation matrix for the variables used in the failure mod-
els.

FAILURE RESULTS

Table 3 shows the results of the failure analysis. Model 1
includes age, size, and the variables capturing density and
popuiation dynamics. The model is a significant improvement
over the baseline model that posits a constant rate of failure
(not shown}, (N> = 163.44, 21 d.f., p < .01). To test for the
presence of subpopulations, we estimated a version of
model 1 in which the coefficients of own and other variables
were constrained 1o be equal [e.g. Blown density) = Blather
densityll. If a log-likelihood test indicated that the uncon-
strained model was not better than the constrained moded, it
would mean that density and population dynamic effects are
the same regardless of which subpopulation they accur in
and, therefore, that they should be madeied at the aggre-
gate level. The test indicated that there was a difference be-
tween the constrained and unconstrained models (A2 =
4143, 5 df., p < 01}, indicating that there are two subpopu-
lations, as predicted by hypothesis 1.

Size had a negative coefficient, indicating that larger hotels
are less likely to fail, as predicted. Also as predicted, own
density had a negative coefficient and own density? had a
positive coefficient. At the subpopulation level, the theory of
density dependence is supported. The effacts of the other
subpopulation’s density change slightiy in the full modei, so
we wili wait to comment on them. Own founding density
has the predicted positive coefficient. Surprisingly, the coeffi-
ciant of other founding density actually decreased the failure
rate. We had reasaned it would have na effect. Failures in
the previods period in the own subpopulation had the pre-
dicted nonmanotanic effect, first increasing then decreasing
the rate of failure. Failures in the previous period in the other
subpopulation had the opposite effact, first decreasing then
increasing the failure rate. The failure rate was lower for On-
tario hotels and increased with calendar time. The contral for
left-censared ohservations is not significant.

Figure 3 shows the estimated baseline failure rates for the
age ranges. We estimated constrained modeis to test the
significance of differencas in the age coefficients. At the .0b
level, the initial increase at two years (A2 = 4.02, 1d.f., p <
.05), the subsequent decrease at five years (A2 = 18.086, 1
d.f., p < .01), and the increase at sixty years of age (A% =
552, 1d.f., p < .0b) are significant. Different from our pre-
diction and past findings, the failure rate first increases then
decreases with age, remains constant for a iarge range of
ages, then increases again for organizations over sixty years
of age. This undsual pattern of age dependence is fascinat-
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Table 3

Piecewise Exponential Madels of Hotel Failures (M = 562; 14,280 spells)*

Variable (11 (2} {3} {4) {5} {6)
Age fin yearsit
Q-2 —1.784 —-1.953 —1.983 —1.881 —2.034 —-2010
.310) {.336) (417 1417 {405} 415}
2-5 —-1476 —1.553 ~1.8M1 ~1.466 ~1.822 ~1.598
1.30) {322 {.407) 407} 1.394} 1404}
510 —2.065 — 2.066 —-24074 —1.988 —2.127 ~2.104
{.208) {323 {.408) {.409) {399} 1.408}
10-20 —-2294 —-218 —-2.235 —2162 —2.300 —2.277
1.203) {321 {.403) (401} {392} 1.401}
2040 — 2530 —2.423 —2.445 —2.425 — 2565 —2.544
{.304) {.339) {416} 1.414) {4058} {.413)
A0-60 — 2589 —2.586 —-26812 — 2.567 —2.704 — 2 684
1.3349; 1.386) {456} [.454) {.445) (452}
=60 —1.948 —2.034 —2.087 —-2034 2172 —-2.151
{.384) .410) {.476} {.473) {.464) {.470)
Size — .noge= — 00ges — .ange —.00g%* —.00g* —.00g*"*
{.002} {.002) {.002} {.002} {002} {.002)
Haotel — ARG — 574% — Gg7e- —B10%* — 516"
{.136) {.140) £.1349} {139} {.140)
hatel —1.552% —1.6Eg** — 1584 —1.692%* —1.597%*
{.134) {.134) {134} {134} {135}
House — 413 — 465" — 503 — .G0ase — G4
{190} {194} {.193) {183 {194
Inn —.756%* — q19% — B74*™ — 872 —.gg1e
{.188)™ 1182 {.120} {.1940) {193}
Distance to falls qag*e RoYA ke arge= a1
.23 {237} {.2386) {.239)
Distance ta falls x time —.00g* ~.og7e" ~.aog*e* — .07
{.003; {.003) {.003) {.003)
Distance ta campetitors —.557* —.518* — 602 —.592°
{318 {237 314} {316}
Distance ta compeitors X time 007 006" 007 006"
{.004] {.004) {004} {004}
Half-mile agglomeration —.ang* -.010" -0 —.010*
£.005) 1.005) {.005}) {008}
Total park development —_17g%e — 176"
{.066) {066}
Own park development —_ 168"
{073
COther park develapment — 152"
{070}
Chwn density ~.a20%** — 016" — Q17 — 016" — Q14 — 014
{006} {006} {006} {006} {006] {.008)
Own density’a’lGGD 02 096 oo 1130 A0a*- A0z
{027} { 26} {026 {.027) [.025) {.028)
COther density -.010* - .0os* - 006" —.002 a.007= a.007=
{.0086) {.008) { Q0&) {.008&) 1.002} 1002}
Other density?/1000 088" 053* 043 047
{028) 1.030) {.030) (aan
Own faunding density Ridcha an4ees Q4= 004 Rolet Q04
{002} (002 £.002} {002) {.002) {.002)
QOther faunding density —.00g* — 004 —.005"* —.Q05*** — 0ag* — 005"
{002} {002} {.002} 1.002) {.002) £.002)
COwn failures Dage Qaa* a0 029 0.030 029
{023} 1023 i 023} 1.023) {.024) {.024)
Own failures? —.002% —.002** — 0o —.001 —.0m* -.0NM
{0071} 001} £.001) {001} {001} {.001)
Other failures — .0gg"~ — og2*" — 061" — Qa5 — 074" — 073
{026} 1.026) {.026) {.026) {.025) {025}
Other failures? ogze- 002 ooz 0028 [Qg2me 0020
{001} 0043 001} {0019 {.007) {.001)
Ontario — 461 -~ G4 — 730 — BG4 — 7GR — 766"
{174} (183 {.190} 141 £178) {178}
Calendar time oo KO Mane 0145 23 019%e- a1gee
£.004} 1,004 {.005} {006} {.006) {.006)
Left censored ~ 035 02 114 —.078 —.099 —.105
{.306} 1.305) {307} {.316) {3179 {.318)
" LogHikelihood.. —12298.49 — 233678 —2278 .86 —2225.14 — 222628 — 222624

*n < 10;"™p < 05, " p < 01,

* Coafficients represent the effect on the log-hazard. Standard errors are in parentheses.

t Estimates of significance are not shown for age dummies, as we are not testing the hypothesis that these coefficients
are different fram zero.
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Hotel Papulations

ing, but the fact that we had to estimate size for a large per-
centage of spells makes it unadvisable to put high invest-
ment into interpreting the pattern. Briefly, the pattern of age
dependence may be due to the fact that hoteis represent
iarge capital investments: |f the hotel passes an early hurdle
of feasibility {i.e., if it is not an immediate flop}, then heawy
sunk costs may facilitate its persistence until the physical
asset begins to break down, apparently at around sixty years
of age.

Figure 3. Age-specific baseline failure rates of hotels.*

.25

02 H-F-

016 -

0.1

Muliiplier of the Rate

008 oo e

Hatel Age in Years

*Using caefficients of model 1,

Madel 2 adds the type variables. The model was a signifi-
cant improvement over model 1 (32 = 12462, 4d.f., p <
.01). As predicted, each of the modeled types, Hotel, Matel,
House and Inn was less likely to fail than the omitted cate-
gory of Other. Tests for differences between the estimated
coefficients indicate that the ordering of types by failure rate,
from highest to lowest, was as follows: Other > House =
Hotel > Inn > Motel,

Model 3 adds the variables that test for economias of geog-
raphy and agglomeration and for localized competition and
was a significant improvement over madel 2 (A2 = 14.64, 5
df.. p < .08). As predicted, distance to falls increased the
failure rate and the interaction of distance to fails and calen-
dar time showed that the disadvantage of being far from the
falls decreases with time. The interaction overwhelms the
basic coefficient in the 77th year (.588/.0076 = 77). Dis-
tance to competitors had the predicted effect of decreasing
failure, and this effect aiso lessens with time. Coincidentally,
the interaction with time overwhelms the basic coefficient in
exactly the same year as it does for distance to the falls
{.5b7/.0072 = 77). Initially, hotels that were close to the falis
and far from competitors were less likely to fail, but these
advantages decayed with time, and starting around 1962
{1885 + 77} hotels were less likely to fail if they were far-
ther from the falls and closer to competitors. Half-mile ag-
glomeration had the predicted effect of lowering the failure
rate. So, although for maost of the history of the population,
hotels are less iikely to fail if they are on average far from
other hotels, they are also less likely to fail if they are lo-
cated in a cluster of hotels. We tested and found no evi-
dence for a nonmenotonic effect of half-mile agglomeration
{model not shown}.
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Maodel 4 introduced park development and improved signifi-
cantly over model 3 (\? = 7,42, 1 d.f, p < .01}. Park devel-
opment had the effect predicted by hypothesis 2 of reducing
the failure rate of Niagara Falls hotels. Because the effect of
the density of the other subpopulation was monotonic in
model 4, model 5 was estimated without the second-order
term, other density’. Model 5 was not significantly less pow-
erful than model 4 (\*> = 2.28, 1 d.f., p = .13). Other density
is positive in model 5, so, as hypothesis 1 predicted, there
are two hotel subpopulations at Niagara falls, and there is
competition between them, but no legitimation.

Model 6 breaks park development into own and other to test
hypothesis 3 that hotels will benefit more from development
of their own park than they will from the development of the
other park. The difference between the coefficients for own
park development and other park development was not sig-
nificant (A2 = .08, 1 d.f., p =~ .78}, so hypothesis 3 was not
supported. The failure rate of Niagara Falls hotels was low-
ered by the development of the parks, but the effect was
the same for development of the hotel's own park as it was
for development of the ather park. Coefficients of other vari-
ables remained the same in models that included the park
development variables, except the variables representing
awn failures, which were no longer significant.

Analysis of Hotel Founding

Since there is no identifiable organization before a founding,
an aggregate unit of analysis is necessary to study pro-
cesses of organizational founding, The dependent variable is
the number of foundings in a year in one of the hotel sub-
populations at Niagara Falls, to be explained by park develop-
ment, density and population dynamics, and control vari-
ables. We consideraed modeling founding processes using
Poisson regression, which is applicable when the dependent
variable is a count of events in a discrete period {King, 1988).
Poisson regression requires that the mean and variance of Y,
given X; are equal. In many models, the variance exceeds
the conditional mean, a situation referred to as overdisper-
sion. Qverdispersion has an effect similar to heteroscedastic-
ity in the linear regression model, allowing for consistent es-
timations of parameters but inconsistent estimates for
standard errors, invalidating hypothesis testing. We per-
formed Cameron and Trivedi's (1990} tests for overdisper-
sion on Poisson regressions using the variables described
below and found evidence of it. Apparently, there is some
unobserved heterogeneity—variance in the founding rates
that our covariates are unable to account for. A negative hi-
nomial madel responds to this problem by adding a parame-
ter 1o model overdispersion. The averdispersion we found
was of a variance-mean ratio that is linear in the mean:
varly) = w; + a - {u?). We used Cameron and Trivedi's
{1986) type of negative binomial model, referred to as Neg-
bin II, for this form of overdispersion and estimated negative
binomial models using the statistical package LIMDEP
(Greene, 1992).

All of the variables used in the failure analysis that are inde-
pendent of a focal hatel can be used in the founding analy-
sis. The accepted position is that founding and failure are
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Hotel Papulations

antipodal, so we predict that density variables wiil have the
opposite effect on founding as they do on failure, Own den-
sity should increase and own density? should decrease the
founding rate, and other density shouid decrease the found-
ing rate. As noted, studies of the effects of past foundings
on the founding rate have found a nonmonotonic effect, with
founding first increasing then decreasing, so we predict that
for both own and other subpopulations, foundings will in-
crease and foundings?® will decrease the founding rate. On-
tario and calendar time are included as controls. Table 4
shows basic statistics and a correlation matrix for the vari-
ables used in the founding analysis.

Basic¢ Statistics and Correlation Matrix for Faunding Analysis

Variable Mean S.D. 1 2 3 4 5 B 7 8 9 10 1 12 13
1. Foundings 372 5.23
2. Total park
development 4.39 267 26
3. Owin park :
development 224 151 A7 85
4. Othar park
development 215 1.60 27 87 A7
5. Own density 722 470 26 69 62 57
&. Own
density?/
1009 7.41 9.9 21 .65 59 53 497
7. Other
density 68.2 50.5 07 75 .61 64 29 26
8. Other
density?/
1000 718 jalc:) .05 68 55 61 24 18 84
9. Own
foundings 3.72 523 48 28 A8 .30 37 32 a9 06
10, Own
foundings? 411 13587 44 21 15 20 22 19 12 08 a0
11. Qther
faundings 3.30 5.21 19 a7 a8 26 13 10 42 a7 A6 k]
12, Other
foundings? 377 1351 22 @ 2@ 17 13 03 23 2 18 14 90
13. Ontaria Q.45 .60 .04 .10 04 A3 19 36 —05 -—24 .08 a3 —o04 -
14. Calendar
time 571 231 A E 92 78 82 81 58 73 83 A7 12 30 16 15
Results

Table b presents the results of negative binomial models.
Model 7 is a basic model to test whether density and popu-
lation dynamics should be modeled at the subpopulation
ievel. It was a significant improvement aver the baseline
mode! of a constant rate of founding (not shawn) (A% =
56.08, 9 d.f., p < .01). A log-likelihood test leads to a rejec-
tion of the nuil hypothesis that awn and other coefficients
are the same (A2 = 23.2, 4 d.f., p < .01). As with failure, in
founding models there is evidence of the subpopulation dis-
tinction predicted by hypothesis 1. Model 8 dropped own
foundings?, other foundings, and other faundings?, which
were not significant in model 7. Own density and own den-
sity? had the predicted effects. Own foundings had a mono-
tonic effect of increasing the founding rate, while other vari-
ables were not significant.

Model 9 added park development to test hypothesis 2 for
foundings. The model was a significant impraovement over
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Table 5

Negative Binomial Models of Hotel Founding {196 Observationsi*

(1}

Variable (N (8) {9) {10
Constant ~ 385 —.490 - 334 —.158 —-.123
{ 555) {.542) {6582 {.355) {399}
Totat park development - - 4245 426 -
{101} {.093)
Own. park develapment - - - - 400°**
{.098)
QOther park development - - - - A48
{117
QOwn density 027 0310 026 022 g2z
(014} {.012) ({13} {.002) {010)
Own density?/1000 —.123* —.141% — 140" —.124%* — 121%"
) {.066) {.062) { 065} {.047) {050)
Other density 001 004 -.003 —.00g""" — 009
{.011) {.009) {.011) {.003) {.003)
Cther density?/1000 - 019 —.628 - 028 -
. {.009) {.046) { 050}
Own foundings 079" .0p7* 044 I L 046
{.052) {022} {019) {.018) {.018)
Qwn foundings? ~.001 - - - -
{.002)
Other foundings 014 - - - -
{.071}
Other foundings?® —.000 - - - -
{.003)
Ontario 109 146 127 169 147
{.271) (.209) .219) (218} {.236)
Calendar time .003 002 —.018* —.g17 —.017*
{007} {.007) .008) {.008) {.008}
o 70 F7ge GEg* B720 Bege
{.128) (123} {118} {1209 {120
Log-likelihoad — 449 73 —450.16 —433.38 —439.53 —439 .38

*p< 10; " p < 05, "™ p < 01
* Standard errors are in parentheses.

model 8 (A2 = 21.56, 1 d.f., p < .01), and total park develop-
ment had the predicted effect of increasin% the founding
rate. Since other density and other density* bhoth had nega-
tive coefficients in model 9, we dropped the second-order
term and estimated model 10. In madel 10, other density
was negative and significant. As predicted by hypothesis 1,
and as we found in the failure models, there is a competitive
effact of the density of the rival subpopulation, but no legiti-
mating effect.

Model 11 breaks park development into own and ather to
test hypothesis 3 far foundings. As in the failure models, in
founding models the difference between the coefficients of
other park development and own park development was not
significant (A2 = .30, 1 d.f.. p = 58}. Hypathesis 3 is nat
supparted. As the parks develap, the founding rate of Niag-
ara Falls hotels increases, but it does not matter on which
side of the river the development takes place.

DISCUSSION

The results of the failure and founding models are in perfect
correspondence with respect to our hypotheses. In both
founding and failure, there is evidence of two subpopulations
of hatels, and there is competition, but not legitimation, be-
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tween the subpopulations. Thus, Niagara Falls hotels satis-
fied the preconditions for commensalism, with organizations
sharing reliance on resaurces but differentiated such that it
was possible for a graup of organizations engaging in com-
mensalism to derive a relative advantage over other organi-
zations. The parks that were established in response ta the
tragedy of the commons at the falls benefited the hatel pop-
ulations by lowering the failure rate and raising the founding
rate. This evidences the potential of institutions to promote
the growth of populations by regulating the self-interested
action of individual organizations. Surprising to us, the effect
of the parks on both founding and failure rates is the same
despite the border. A park benefits hotels across the river as
much as it does those in its own community. We consider
this finding compelling in light of the historical evidence that
the parks were supported as a means to provide relative
competitive advantage to their communities and that inter-
community rivalry was a critical motivation in the collective
action project to create the parks.

The nondifferentiated effect of the parks suggests that ex-
pectations of the institutional entrepreneurs about the com-
petitive implications of the institutions were not accurate and
that by contributing to the establishment of the parks, insti-
tutional entrepreneurs were not providing a relative advan-
tage to their group. Actors operate in respanse 1o their ex-
pectations, but when their actions are based on complicated
predictions such as what effect institutions will have on or-
ganizations, the results are often not what they expected.
Errors in the expectations actors have for the effect of insti-
tutions may be systematic. Perhaps actars systematically
underestimate the response rival groups will make to institu-
tional developments of the focal group. Actors may also tend
to do a poor job of extrapolating institutional structures into
the future, failing to account fully for path dependence. Our
interpretation of the role of inaccurate expectations in the
institution-building process reinfarces the importance of con-
sidering the context in which institution building occurs, and
not just the autcomes of institutions. This is one way that
the historical study of the creation of the parks complements
the quantitative study of their effect. The best evidence of
the expectations of the interested actors is what they said
and did at the time the parks were created, not the ultimate
outcome of their actions.

It is also passible that the parks did provide a relative advan-
tage that our madels failed to capture. It could be that the
Ontario park provided a benefit to Ontario hotels that was a
constant aver the period we studied and is reflected in the
dummy variable for Ontarie hotels in the failure models. An-
other explanation for the coefficient of the Ontario variable is
the popular belief that the view of the falls is better from the
Ontario side, but it is interesting to note that before the cre-
ation of the parks, the popular perception was that the view
was hetter from the New York side {Times of London, No-
vember 22, 1876). The survival advantage of Ontario hotels
could also be a function of greater industrialization on the
New York side. The relationships between the tourism and
heavy industry sectors at Niagara Falls could form the basis
for a fascinating study of community ecology.
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The institutional history of the falls supports the arguments
of economists such as North {1990) and organizational theo-
rists such as DiMaggio {1288} that organizations in the pur-
suit of their interests are a driving force behind institutianal
creation and change. The institutional histary of the falls also
demonstrates the limitations af a simple ratianal model of
behavior for explaining institutional creation and change. Or-
ganizational actors at the falls were motivated by nonpecuni-
ary interests such as intergroup rivalry, were overly influ-
enced by the temporal near-term, and may have
miscalculated how the institutions they established would
develop and operate. The interests of organizational actors
with reqard to institutions are &ften ignored within organiza-
tional theory and are treated as a standard rational feature of
actors within the institutional economics framewaork, so
these findings move our understanding of organizational ac-
tion forward.

Relatedly, the examination here of cross-border competition
is the first that we are aware of in organizational theory. We
‘predicted and found cross-harder competition, but not cross-
border legitimation. This adds a new dimension to the active
debate on the nature of legitimacy in the theory of density
dependence {Baum and Powell, 1995; Hannan and Carroll,
1998). Historical accounts and the results of failure and
founding analyses support the idea that attacking the legiti-
macy of rival groups was a strategy for tourist organizations
at Niagara Falls.

Finally, some of the other variables from our failure analysis
generate notable results. Our findings an economies of ag-
glomeration and geographically localized competition are con-
sistent with Baum and Mezias (1992}, We extend their study
of geographic space and competition in two ways. First, the
falls are a clear center of attraction, allowing us 10 test econ-
omies of geography in a way that was not possible in the
Manhattan hotel industry studied by Baum and Mezias
{1992). Second, we find that the relevance of spatial location
changes with historical time, which we attribute to improved
transpartation. We also found significant differences in the
failure rates of Niagara Falls hatels as a function of their
type. We are fascinated that such strong results could be
obtained from a variable operationalized from the information
in the names of the arganizations we studied. Clearly, hotel
organizations do better if they take the form of one of the
legitimated types—house, hotel, inn, or motel—rather than
represent some other, less known form. Additicnally, it is
compelling that at Niagara Falls the humble forms of matel
and inn were maore robust than the grander forms of hotel
and house, after controlling for size and other features of the
organizations.

The overall findings here do maore, though, than simply illus-
trate the dynamics of hotel populations or the complexities
associated with organizational collective action. The struc-
tural conditions that led to commensalism at the falls are
generalizable and can be used to predict the occurrence of
commensalism in ather cantexts. Intergroup rivalry may facil-
itate collactive action in the many circumstances in which
differentiated groups of arganizations are in competition with
each other. This study shows that competing organizations
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